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Date: 14 January 2016 
 
 
Dear Councillor 

 
I hereby give you notice that a meeting of the AUDIT COMMITTEE will be held at 
COUNTY HALL, CROSS STREET, BEVERLEY on FRIDAY 22 JANUARY 2016 at 
10.00 AM. 
 
The business to be transacted is as set out below. 
 
Yours sincerely 

for Caroline Lacey 
Interim Director of Corporate Resources 
 
Enc 

 
A G E N D A 

 
1. Declarations of Pecuniary and Non-Pecuniary Interests - Members to declare any 

interests in items on the agenda and the nature of such interest.  
 
2. To approve as a correct record the minutes of the meeting held on 18 September 2015 

(pages 1 - 4). 
 
3. ICT Security and Social Media (pages 5 - 11). 
 
4. KPMG (pages 12 - 24). 
 
 a) Appointment of External Auditor 
 b) Annual Audit Letter 2014-15  
 
5. Internal Audit Plan and Progress Report (pages 25 - 41). 
 
6. Strategic Risk Register – Quarter 2 Update (pages 42 - 72). 
 
  



7. Process for the Production of the 2015-16 Annual Governance Statement (pages 73 - 
74). 

 
8. Review of External Audit Recommendations, Including Follow up of Previous 

Recommendations (pages 75 - 79). 
 
9. Statement of Accounts – 2015-16 (pages 80 - 83). 
 
10. Accounting Policies – Statement of Accounts – 2015-16 (pages 84 - 101). 
 
11. Treasury Management Quarterly Review (pages 102 - 113). 
       
12. Treasury Management Strategy 2016-17 (pages 114 - 124). 
 
13. Protecting the Public Purse (pages 125 - 132). 
 
 
 Any other items which the Chairman decides are urgent by reason of special 

circumstances which must be specified. 
 
  
  
 
NB: All reports are by the Interim Director of Corporate Resources unless otherwise stated. 
 
 
Under the Openness of Local Government Bodies Regulations 2014 members of the public may 
film, record, take photographs or use social networking during Council meetings that are open to 
the public. Members of the public who do not wish to be filmed during meetings should make 
this known to the committee manager prior to the start of the meeting. Democratic Services kindly 
requests advance notice from anyone wishing to film, record or take photographs during open meetings so that 
suitable provision can be made. 
 
 
 

East Riding of Yorkshire Council will, on request, provide this document in 
Braille, audio or large print format. 
 
If English is not your first language and you would like a translation of this 
document into any other language, please telephone (01482) 393939. 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

AUDIT COMMITTEE 
 

18 SEPTEMBER 2015 
 

 PRESENT: Councillors Hogan (in the Chair), Jump, Matthews, Pollard and Temple. 
 
 Councillor Cracknell attended the meeting as Portfolio Holder. 
 
 Councillor Jefferson attended the meeting as an observer. 
 
 Also in attendance: Caroline Lacey (Head of Finance), Carl Braddy (Audit and 
Technical Manager) and Julian Neilson (Financial Planning and Reporting Manager). 
  
 Rashpal Khangura, Alan Oliver and Lizzy Warton representing KPMG. 
 
 Also in attendance: Press  -  0 
  Public  -  0  
 
 The Committee met at County Hall, Beverley. 
 
435 DECLARATIONS OF PECUNIARY AND NON-PECUNIARY INTEREST - 
There were no declarations. 
 
436 MINUTES - That the minutes of the meeting held on 26 June 2015 be approved and 
signed as a correct record.   
 
437 KPMG - REPORT TO THOSE CHARGED WITH GOVERNANCE 2014-15 - 
Rashpal Khangura presented the report on behalf of KPMG.  The report summarised the key 
findings arising from KPMG’s audit work in relation to the Authority’s 2014-15 financial 
statements and those of the Local Government Pension Scheme it administers and the work to 
support the 2014-15 conclusion of the Authority’s arrangements to secure economy efficiency 
and effectiveness in its use of resources (VFM conclusion). 
 
 Rashpal Khangura highlighted key areas from the report and took questions from the 
Committee. 
 
 Resolved - That the report be noted. 
 
438 STATEMENT OF ACCOUNTS 2014-15 - The Director of Corporate Resources 
submitted a report which stated the Accounts and Audit (England) Regulations 2011 required 
the Audited Statement of Accounts to be approved by the Audit Committee, signed by the 
Committee Chair, and then published on the Council’s website by 30 September of the following 
financial year. 
 
 The Committee had undertaken training on the accounts in order to assist them with this 
process. 
 
 The Committee was required to agree the contents of the letter of representation.  The 
letter must be signed by the Head of Finance and the Chair of the Audit Committee.   
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 Resolved -  (a) That the contents of the letter of representation be agreed and signed 
by the Chair of the Audit Committee and the Head of Finance, and 
 
  (b) that the Statement of Accounts 2014-15 be approved, signed and dated 
by the Chair of the Audit Committee and Head of Finance.   
 
439 ANNUAL GOVERNANCE STATEMENT 2014-2015 - The Director of Corporate 
Resources submitted a report which informed the Committee that the Council was required to 
publish an Annual Governance Statement (AGS) and to provide assurance on the effectiveness 
of the Council’s systems of governance including internal control and risk management during 
2014-2015.  The Council’s Annual Governance Statement and Corporate Governance Review 
Report were presented to the Audit Committee on 26 June 2015.  The Corporate Governance 
Review Report concluded that no significant weaknesses had been identified during the 2014-
2015 review. 
 
 Based on the assurance provided and the conclusion above, the Audit Committee 
approved the AGS and recommended it be signed by the Leader and Chief Executive of the 
Council.  The Council was required to keep the AGS under review until the date of publication 
(30 September 2015).  No issues had arisen since the previous Audit Committee that required 
inclusion in the AGS.  A minor amendment had been made to the AGS due to the National 
Probation Service not providing an Assurance Statement. 
 
 The AGS would be formally published on 30 September 2015.   
 
 Resolved - That the Audit Committee approve the amended Annual Governance 
Statement and recommend that it be signed by the Leader and the Chief Executive of the 
Council. 
 
440  AUDIT AND TECHNICAL PROGRESS REPORT JUNE 2015 - The Director of 
Corporate Resources submitted a report which provided an update on progress and achieving 
the internal audit plan for 2015-16 and issues that had arisen in the course of audit work during 
the three month period to June 2015.  21 final reports had been issued; 75% of all planned audits 
had been started and 60% of planned assurance days delivered in the three months to June 2015.  
Of the 21 reports finalised during the period; in 100% of audits the control framework in place 
was found to provide significant or adequate assurance that the systems of control were 
effective.  In 90% of cases significant or adequate assurance could be given that there was 
compliance with the framework of controls.  The report also provided an update on the Fraud 
and Investigation Team’s work in relation to benefit and tenancy fraud. 
 
 The Members raised a number of questions which the Audit and Technical Manager 
responded to. 
 
 Resolved - That the Committee confirm that they have given consideration to the 
assurance provided in the report. 
 
441 COUNTER-FRAUD AND CORRUPTION POLICY AND WHISTLE 
BLOWING POLICY REVIEW - The Director of Corporate Resources submitted a report 
which informed the Committee that the Council’s Counter-Fraud and Corruption and Whistle 
Blowing Policies had been reviewed as part of the routine review of policies and to ensure that 
they still complied with best practice guidance.  The Counter-Fraud Policy Statement clearly sets 
out: 
 

 The Council’s zero tolerance approach to known instances and attempts of fraud. 
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 Standards of conduct expected from employees and members and the expectations 
placed upon suppliers, partners and the public in relation to the Council. 

 How the risk a fraud would be identified. 

 Action that would be taken when fraud was discovered. 

 How the Council will work with others to detect and deter fraud. 
 
These policies formed a key part of the Council’s Assurance Framework and 

underpinned one of the six core principles of good governance, set out in the Code of Corporate 
Governance.  The changes to both policies had been approved by the Director of Corporate 
Resources, who was given delegated authority by The Cabinet to make minor changes to the 
policies. 

 
Resolved - That the revised policies be noted. 
 

442 FRAUD INVESTIGATION TEAM UPDATE AND A TENANCY FRAUD 
POLICY - The Director of Corporate Resources submitted a report which informed the 
Committee that the formation of a Single Fraud Investigation Service (SFIS) covering all welfare 
benefit fraud, was announced in the Autumn Statement by the Chancellor of the Exchequer on 
15 December 2013.  The creation of the SFIS meant that work previously undertaken by the 
Council’s Fraud Investigation Enforcement Team within Audit and Technical in relation to 
housing benefit fraud transferred to the new service on 1 September 2015.   To create the SFIS, 
the local authority staff transferred to the DWP under a ‘TUPE like’ transfer, with the Local 
Authority determining how many staff would transfer and how many would be retained. 
 
 The report provided an update on the creation of a revised Fraud and Investigation 
Team which picked up the remaining work undertaken by the previous team and incorporated 
the wider aspect of corporate fraud and corruption.  Changes in legislation detailed in the 
Prevention of Social Housing Fraud Act 2013 provided the Council with new powers in the fight 
against tenancy fraud.  The report provided a brief summary of the context within which the 
Tenancy Fraud Policy had been drafted and set out a draft policy. 
 
 Members raised questions which the Audit and Technical Manager responded to. 
 
 Resolved -  (a) That the creation of the new Fraud and Investigation Team be noted, 
and 
 
  (b) that the Tenancy Fraud Policy be agreed and that a report be submitted 
to The Cabinet on 13 October 2015 with the recommendation for approval. 
 
443 TREASURY MANAGEMENT QUARTERLY REVIEW - The Director of 
Corporate Resources submitted a report which informed the Committee that all treasury 
management activity was undertaken in the last quarter in accordance with the Treasury 
Management Policy.  Prospects for western economies continued to improve, though 
uncertainties continued and restrictions on investments remained in place in order to meet the 
prime objective of capital security.  No increase in bank rate was expected until the first quarter 
of 2016.  Most banks within the Euro zone remained suspended from the counter party list and 
no new borrowing had been undertaken.  
 
 Members asked a number of questions which the Financial Planning and Reporting 
Manager and the Head of Finance responded to.      
 
 Resolved - That the assurance provided by this report be noted. 
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444 STRATEGIC RISK REGISTER REPORTS - JUNE 2015 - The Director of 
Corporate Resources submitted a report which informed the Committee that risk management 
formed a key part of the Council’s Assurance Framework which supports the Annual 
Governance Statement.  The Strategic Risk Register had been reviewed for the period ended      
30 June 2015.  Risk owners had provided assurance that controls continued to operate effectively 
and had provided an update in relation to each risk for the quarter.  Assurance had also been 
provided that operational risks were being effectively managed and controlled.  The report would 
be presented to The Cabinet on 13 October 2015.   
 
 Members asked questions which the Audit and Technical Manager responded to. 
 
 Resolved - That the updates to the Strategic Risk Register be noted. 
 
445 EXCLUSION OF THE PRESS AND PUBLIC - That the public be excluded from 
the meeting for consideration of the following item (Minute 446) on the grounds that it may 
involve likely disclosure of exempt information as defined in Paragraph 3 of Part 1 of Schedule 
12A of the Local Government Act.  In making this decision the Committee confirmed having 
regard to all the circumstances they were satisfied that the public interest in maintaining the 
exemption outweighed the public interest in disclosing the information. 
 
446 CAR PARKING METERS - The Director of Corporate Resources submitted a report 
which informed the Committee that the Authority operates both on and off street pay and 
display car parking facilities across the East Riding.  Car parking income was collected through 
car parking meters.  During the 2014-15 financial year, the Authority generated £2.1m car 
parking income (excluding fines). 
 
 In 2013, the car parking meters were approaching the end of their useful life and a capital 
bid was submitted to replace all car park meters along with the back office monitoring software.  
The majority of the new meter installations took place in September 2014.  Members were 
updated on progress in resolving issues with the contractor in respect of the meters. 
 
 Members asked a number of questions, which the Audit and Technical Manager and 
Head of Finance responded to. 
 
 Resolved - (a) That the report be noted, and 
 
  (b) That a further update report be brought to a future Audit Committee 
meeting. 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee   
22 January 2016 

 

 
ICT Security and Social Media 

 

 
Report of the Director of Corporate Strategy and Commissioning 
 
A. Executive Summary 
 

Significant investment has been spent on implementing technology and preventative 
measures that help to reduce the risk of potential breaches of data information and 
communication unavailability from cyber-attacks. This investment has provided the 
authority with systems that are capable of ensuring that the Council’s information systems 
are afforded the best protection possible within the budget available. 
 
This report has been requested by the Council’s Audit Committee to seek assurance that 
action is being taken in response to an Internal Audit report that was undertaken to review 
the authority’s ICT Security technologies and policy’s. 
 
The ICT service’s systems and processes block thousands of unwanted and malicious 
traffic on a daily basis. The Council’s overarching Information Security Framework 
compromises of ICT Security and Computer Usage policies which define the systems and 
user behaviours required to mitigate the risk of threats.  
 
The policies and supporting guidance and training follow industry best practice and are 
intended to satisfy the Governments Public Sector Network Code of Connection and 
Payment Card Industry Standards. Both of these accreditations are externally audited and 
which fundamentally support the operationally delivery of the Council’s IT infrastructure 
and the Council’s business.  
 
The audit focussed upon the following priority recommendations: 
 
- The review of the ICT security policies should be completed as soon as is practicable. 
 

- Network access controls should be implemented to prevent access to the network from 
non-IT purchased equipment. 

 

- A review should be carried out of all non-I.T. users with desktop administrator access 
and removed for those that no longer require the access. 

 
B. Corporate Priorities 2011-2016 
 
 Reducing costs, raising performance 
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C. Portfolio 
 
 Deputy Leader 
 
D. Recommendations 
 
 It is recommended that the content of the report be noted.  
 
1 Background 
 
1.1 To highlight the continuing cyber risks to the Council, the figures below show the average 

amount of unwanted and malicious external traffic that are blocked on a daily basis, by the 
Council’s security systems. The effectiveness of the technical security controls in place is 
supported by the internal anti-virus reports that show that averages of 5 to 10 viruses are 
detected on Council network devices daily; 

 

- 40,000 emails blocked daily (allowing through approximately 45,000 per day).These are a 
combination of spam mail and emails containing viruses 

- 100,000 blocked packets on the Internet facing firewalls daily. These are a combination 
of cyber threats and unwanted broadcast packets 

 
1.2 The Council’s ICT Security and Computer Usage Policies define the framework will 

ensure that the Council’s ICT assets and infrastructure are protected from any threats 
whether external, internal, deliberate or accidental. 

 
1.3 The ICT Security Policy outlines the Council’s approach to information security 

management. It provides the principles and responsibilities required to secure the 
Council’s information systems; the principles defined in the ICT Security Policy are to be 
applied to all of the Council’s physical and electronic information assets. 

 
1.4 The Computer Usage Policy defines the required behaviours and responsibilities of all 

users of the Council’s information systems, networks and devices. Primarily the Computer 
Usage Policy focuses on the ‘day-to-day’ use of computers and information systems for all 
users of the Council’s ICT systems. It covers many ICT aspects including ICT Asset 
Management, Passwords, Computer Misuse and Procurement.  The policy makes 
reference, where required, to the corresponding section in the ICT Security Policy 

 
1.5 The two policies combined form the Council’s framework for Information Security which 

secures information data and the equipment that is used to process this data.  The 
Information Security Framework is reviewed annually to ensure that new working 
practices and emerging threats are covered within the two supporting policies and that 
Council employees are fully aware of their responsibilities when accessing Council 
information and utilising Council IT devices. 

 
1.6 The main aim of the over-arching Framework is to ensure that: 

 

- confidentiality of information is always maintained 

- integrity of Information is always maintained 

- information is always available only to the relevant person 

- all legislative and regulatory requirements are met 
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1.7 Without a stringent Information Security Framework there are multiple consequences of 
any breach of IT systems and processes that include but are not limited to the following: 

 

- fraud 

- reputational damage 

- unavailability of systems 

- personal information being accessed illegally 
 

1.8 The guidance to inform all users of any new IT security updates will continue to be 
available on the Council’s intranet. The guidance includes: 

 

- Frequently Asked Questions – a list of FAQs on all aspects of ICT security 

- Connection Standards – details what type of connection is allowed when accessing the 
Council’s network from home or another remote location 

 
1.9 To improve awareness of ICT security risks and to ensure that everyone understands their 

responsibilities for the safeguarding of ICT equipment and information stored thereon, a 
range of eLearning packages are available. These include a Data Protection Act training 
and test eLearning package that is mandated to every computer user, and a ICT Security 
Policy and Government Connect GCSX eLearning package that is mandated to every 
GCSX email user. Continuous reviews of the eLearning packages will be undertaken to 
ensure that the packages are relevant and compliant. 

 
1.10 All training will form part of the ongoing Information Management training programme 

which is led by the Information Governance Management Board (IGMB). This Board is 
chaired by the Council’s Senior Information Risk Owner (SIRO), the Head of Legal and 
Democratic Services. 

 
2 Details of Benchmarking Including any External Assessment Information 
 
2.1 The policies developed by the Council are based on industry ‘good practice’ and intended 

to satisfy the requirements set out by the Government Public Services Network (PSN) 
Code of Connection (CoCo) and the Payment Card Industry Data Security Standards 
(PCI-DSS). 
  

2.2 As part of the Council’s PSN accreditation, a requirement is to have an annual 
independent IT Health Check undertaken completed by the Communications Electronics 
Security Group (CESG) approved information assessor. This is in effect a penetration test 
of the network both internally and externally 

 
2.3 The Council also undertakes its own monthly Vulnerability scanning of all servers within 

its data centre. Regular scanning of desktops will also be undertaken to ensure that the 
desktop build on Council laptops and desktop devices is also clear of vulnerabilities. 

 
2.4 Vulnerability Management is the process of exposing, evaluating and remediating 

vulnerabilities (existing exploitable weaknesses) on ICT devices and is routinely reported 
to the Council’s Information Governance Management Board. 

 
2.5 The way to properly secure a system is to first assess the existing vulnerabilities on each 

machine, determine the degree of risk for each machine's vulnerability and then remediate 
(fix) the vulnerabilities. 
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2.6 Vulnerability Management is essential to managing risk. This process will ensure that East 

Riding have a well-defined process in place and is able to retain a continuous view of the 
risks associated the presence of security vulnerabilities within its server estate. This process 
will allow the Council to take risk based decisions in regards to remediating actions that 
could be implemented to reduce risks. 
 

2.7 It is critically important that the Council satisfies the stringent requirements of the PSN 
Co-Co and PCI-DSS, to mitigate against service interruption, financial and reputational 
damage. To further mitigate risk the Council has taken the decision not to store any 
payment card details within its IT network but be externally hosted through a PCI-DSS 
accredited managed service. 

 
Network Separation 
 

2.8 The Council has also entered into a Wide Area Network agreement with Virgin Media 
Business via the Yorkshire and Humber Public Service Network (YHPSN). This new 
network is the first step into completely separating the Council’s “trusted” corporate data 
traffic from inherently “untrusted” Schools and Public data.  

 
2.9 The separation of “untrusted traffic” from the corporate network and information systems 

is a significant step forward to ensure that the Council’s information systems are secured.  
As well as technical controls, the creation of a robust security awareness culture within the 
Council is paramount. By separating the networks, it can further be ensured that only 
Council managed devices and users who are subject to and understand the security policies 
can access electronic information.  

 
3 The Way Forward 
 
3.1 In response to the audit report, progress has been made to address the areas of concern 

highlighted by the audit. The items that were included within the audit are included in 
Appendix A and are expanded upon below. 

 
The review of the ICT security policies should be completed as soon as is 
practicable. 

 
3.2 The IT security policies have been updated and approved by cabinet. The two policies are 

the IT security Policy and the IT Computer Usage Policy. 
 

Network access controls should be implemented to prevent access to the network 
from non-IT purchased equipment. 

 
3.3 The finding from the audit report stated that there is “currently no way of preventing a 

foreign device from being attached to the network”. This risk has been significantly 
reduced by the separation of untrusted devices from the corporate network as part of the 
East Riding of Yorkshire Secure Network (ERSN) project. 
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3.4 Further work however is still required to provide a Network Access Control (NAC) system 
to be implemented on all corporate data switches. A NAC solution will define what IT 
systems can be accessed when a device is initially attached to the network. If the device is 
not a Council managed device, or does not have up to date Anti-Virus installed for 
example, the device will be placed in a quarantined LAN where no access to corporate 
services are allowed. 

 
3.5 Systems are now being investigated to procure this facility. This has been delayed until the 

network refresh project is complete as the large amount of legacy data switches were not 
capable of supporting the 802.1X protocol to provide this. The network refresh 
programme has run on sites after the ERSN project as this has rationalised the amount of 
data switches and replaced the legacy devices that were “out of support” and not capable 
of supporting this protocol.  

 
A review should be carried out of all non-I.T. users with desktop administrator 
access and removed for those that no longer require the access. 

 
3.6 A review has been undertaken of all users (outside of the ICT Service) who have desktop 

administrator access. Currently there are around 400 users whom have these elevated 
privileges on desktop devices. In a large proportion of cases these rights have been given, 
historically, to resolve compatibility issues with legacy software applications.  Work is 
under way with Internal Audit to evaluate the impact of removing administrative access 
from outside of the ICT service. 

 
A review should be carried out of all non-I.T. users with social media access and 
removed for those that no longer require the access. 

 
3.7 A review has been undertaken of all users who have access to social media. Currently there 

are approximately 500 users who have been given social media access. In order for access 
to be granted the access request must first be approved by a line manager, and to ensure 
this is supported the e-form is then sent to the relevant Head of Service and Director for 
approval, finally the social media team review before submitting to IT. An annual review is 
undertaken with accounts also reviewed annually on a rolling monthly basis. 

 
3.8 The Council uses the hootsuite social media management platform to monitor activity 

undertaken on all accounts which enables information to be attributed to an individual to 
mitigate risk of sharing passwords and manage the Council’s reputation.  

 
4 Conclusion 
 
4.1 The audit report identified a number of areas with a requirement to be strengthened. Of 

these areas, this report shows significant improvement in the IT security of the Council’s 
Information architecture.  Procedures are also in place to monitor social media activity and 
access. 
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4.2 The IT security policies have been reviewed and approved, and the Network access 

control project is now in a position which can be investigated and implemented after a 
market testing and procurement exercise.   

 
4.3 The recommendation from an IT perspective in relation to non-I.T. users with desktop 

administrator access would to be to remove all administrative access from users outside 
the ICT Service and requests to have this access restored investigated on a case by case 
basis, and in all cases only undertaken where no other reasonable resolution as available. 

 
 

 
John Skidmore 

Director of Corporate Strategy and Commissioning 
 
 
Contact Officer Brigette Giles 
   Head of Resource Strategy 
Telephone:  01482 394400 
Email:    brigette.giles@eastriding.gcsx.gov.uk 
 
 
Contact Officer David Cox 
   ICT Security and Compliance Manager 
Telephone:  01482 394567 
Email:    dave.cox@eastriding.gcsx.gov.uk 
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Appendix A 
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Appointing your external auditor

Background

In August 2010 the then Secretary of State for Communities and Local Government, Eric Pickles, announced 
that he intended to close the Audit Commission, the body that appointed external auditors to Local Government 
and NHS organisations (excluding Foundation Trusts). As part of this announcement, he also stated that 
organisations whose appointments were previously controlled by the Audit Commission should have the 
freedom to appoint their own external auditors.

The Audit Commission closed on 31 March 2015. At that time contracts were already in place for local 
government and NHS external audit appointments that covered audits up to and including the financial year 
2016/17. Within these contracts there is an option to extend for a maximum of three further years, i.e. up to and 
including the financial year 2019/20.

A consultation exercise with key stakeholder groups has recently been concluded on whether, and if so for how 
long, to extend these contracts. The Government decided that for local government bodies the contracts will be 
extended by one year, so incorporating the audit of the 2017/18 financial year. Contracts for NHS bodies will 
not be extended.

What does this mean for your organisation?

This decision means that you will assume the power to appoint your external auditor from the 2018/19 financial 
year onwards. This will be the first time you have made such an appointment. External auditors provide an 
important professional service and play a critical role in the stewardship of public spending, so it is vital that this 
new decision making power is exercised after careful consideration on how to proceed. Whilst you have 
different options open to you on how to approach this new power, you will need to comply with some specific 
requirements.
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Appointing your external auditor

What should local authorities be considering?

In deciding what to do there are a number of considerations.

Do your current external auditors 
provide you with a good service?

If yes, do you need to change?  If no, now you have an opportunity to do something 
about it.

How could we procure an external 
audit service to ensure we get best 
value?

You will have a number of options on how and when to procure your external audit 
service – these are summarised later in this document. 

Given the range of options it will be important to consider the best approach for your 
organisation. 

What do we need to do before we 
start a procurement process?

The new regulations require you to have an Audit Panel, which will be responsible for 
recommending who your external auditor should be. This Panel must include a majority 
of independent (i.e. not elected) members and an independent chair. It makes sense 
for the Panel to have links with your audit committee. 

When do we need to undertake a 
procurement exercise?

The regulations require you to have appointed your external auditor by 31 December in 
the year preceding the year of audit. As 2018/19 is the first year of these new 
arrangements, you will need to have appointed your auditor by 31 December 2017.

You will need to undertake whatever procurement process you follow in good time –
sometime between the Spring and Autumn of 2017. And before doing that you will need 
to have established your Audit Panel – by early 2017 would be sensible. 

Who can I appoint to be our 
external auditor?

You will only be able to appoint an audit firm that has been authorised by the ICAEW to 
undertake ‘local audit work’. Local government auditing is highly specialised and you 
will need to ensure that your auditor has the necessary capability, experience and 
capacity to fulfil the statutory duties of a local government auditor. 
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Appointing your external auditor

Procurement options
Although local government bodies will all assume the same power to appoint their external auditor, it is likely 
that various options will be followed on how they go about doing this. The main options are set out below.

Re-appoint 
incumbent 
auditor

One option might be to continue with your current audit provider for a short period, say between one and three 
years. This would delay testing the market, although you could benchmark proposed fees for reasonableness 
against published data or by comparing to similar bodies. This would provide stability of service in the short 
term and also avoid the ‘rush to market’ as large numbers of local authorities undertake procurement exercises 
within a short period of time, allowing you to procure later in a more settled audit market. 

Stand-alone 
tendering 

As with any other service, you could run your own procurement process. This allows complete autonomy over 
how and when you want this to be done, although you will need to ensure you follow the Regulations and 
consider any guidance issued by DCLG or other relevant bodies. However, you should consider whether you 
will have sufficient purchasing power on your own to obtain best value. 

Combined 
procurement

You could join together with one or more neighbouring authorities to undertake a collective procurement 
exercise. This would enhance your purchasing power, but would diminish your autonomy over the process and 
you would need to consider how to retain sufficient sovereignty over decision making and whether this might 
complicate auditor independence considerations. 

Existing 
frameworks

You could use one of the many existing government or public sector frameworks. These list firms who have 
already been shortlisted and therefore might speed up the process. You will need to ensure that the firms on 
any framework have been authorised by the ICAEW for local audit work, however. 

Sector led 
procurement

The new audit legislation allows for a sector-led body (referred to as a ‘specified person’ in the Regulations) to 
undertake a bulk procurement process. If such an organisation emerges then this option provides an 
administratively easy route and would most likely have the greatest element of specialist audit procurement 
expertise. It would also provide good purchasing power, although with less autonomy than some other options, 
and might afford easier management of potential auditor independence issues than other combined 
procurements approaches. It will be the most similar option to the current arrangements. 
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Appointing your external auditor

What other factors should you consider?
When you are deciding who to appoint as your external auditor you will need to consider a range of factors. 
Key areas to consider are as follows:
■ Quality: This is a vital consideration and should be appropriately weighted in any scoring methodology for 

assessing tenders. Relevant considerations include audit methodologies, systems and processes, staff 
training and expertise, and quality monitoring arrangements.

■ Experience: Local government auditing is a specialist business and your auditor must have the necessary 
skills and sector experience. This is not just about understanding local authority financial reporting, but 
extends into auditors’ value for money audit responsibilities and ‘challenge’ work.

■ Independence: You will need to consider possible relationships with audit firms via non-audit work such as 
consultancy and tax advice. Independence is also an important mind-set for auditors to adopt, where you 
should be satisfied that your future auditor will be sufficiently challenging (and your current auditor should 
not be constrained in exercising their duties by any tendering process).

■ Organisational fit: As with any service it is important to consider how the people you see in the audit team 
fit with your own organisational culture – i.e. can you work with these people.

■ Price: Like any other out-sourced service you need to obtain good value through a competitive audit fee. 
However, best value does not mean the cheapest quote. The fee must be sufficient to provide a good 
quality service taking account of the scale, nature and risk profile of your organisation, and also the 
requirement for your external auditor to comply with auditing standards and other statutory duties. 

■ Other services: Although ethical standards provide limitations, you should consider what other services 
you might want your auditor to perform, whether that is other assurance services (e.g. certifying grant 
claims) or more added-value services.
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Appointing your external auditor

What next?

There is still plenty of time before you appoint your external auditor for the first time, but there will be a long 
lead up to that decision. It is therefore important to think about how your organisation should approach this in 
good time. We would suggest that you should be developing your procurement strategy and selecting your 
preferred approach during 2016.

It is likely that further guidance and support will be issued by DCLG, and potentially other organisations such 
as CIPFA, to help you with the decisions you need to make and how you proceed. We will continue to update 
you on key developments. 

If you want to discuss this further please contact your audit Engagement Lead (Rashpal Khangura) or Manager 
(Lizzie Wharton).

Contact

Rashpal Khangura
Director, KPMG LLP
Public Sector Audit

Tel: 0113 231 3396

Email: rashpal.khangura@kpmg.co.uk

Contact
Lizzie Wharton
Manager, KPMG LLP
Public Sector Audit

Tel: 0113 2313538
email: elizabeth.wharton@kpmg.co.uk
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This report is addressed to the Authority and has been prepared for the sole use of the Authority. We take no responsibility to any member of staff acting in their individual capacities, or 
to third parties. The Audit Commission issued a document entitled Statement of Responsibilities of Auditors and Audited Bodies summarising where the responsibilities of auditors 

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

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

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

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

This report summarises the 
key findings from our 
2014/15 audit of East Riding 
of Yorkshire Council (the 
Authority). 

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

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

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

VFM conclusion We issued an unqualified conclusion on the Authority’s arrangements to secure value for money (VFM conclusion) for 
2014/15 on 24 September 2015. This means we are satisfied that that Authority had proper arrangements for
securing financial resilience and challenging how it secures economy, efficiency and effectiveness.

To arrive at our conclusion we looked at the Authority’s financial governance, financial planning and financial control 
processes, as well as the arrangements for prioritising resources and improving efficiency and productivity.

Audit opinion We issued an unqualified opinion on the Authority’s financial statements on 24 September 2015. This means that we 
believe the financial statements give a true and fair view of the financial position of the Authority and of its 
expenditure and income for the year. The financial statements also include those of the pension fund.

Financial statements 
audit

Our audit identified one corrected audit adjustment with a total value of £13.245m and one unadjusted audit 
difference with a gross impact of £7.089m (and net impact of £0.197m).

Annual Governance 
Statement

We reviewed your Annual Governance Statement and concluded that it was consistent with our understanding. 

Pension fund audit There were no significant issues arising from our audit of the pension fund and we issued an unqualified opinion on 
the pension fund financial statements as part of our audit report.

Whole of Government 
Accounts

We reviewed the consolidation pack which the Authority prepared to support the production of Whole of Government 
Accounts by HM Treasury. We reported that the Authority’s pack was consistent with the audited financial 
statements. 

Certificate We issued our certificate on 24 September 2015. The certificate confirms that we have concluded the audit for 
2014/15 in accordance with the requirements of the Audit Commission Act 1998 and the Audit Commission’s Code of 
Audit Practice. 

Audit fee Our fee for 2014/15 was £184,664 for the Authority and £28,491 for the East Riding Pension Fund. Both exclude 
VAT. For information, the Authority’s fees are subject to a potential increase of £2,430, which requires approval from 
Public Sector Audit Appointment Ltd. This is additional fee for dealing with an issue raised by an elector, which we 
considered as part of our audit. 

We have not yet invoiced any additional fees in relation to 2014/15 but have agreed fees for three returns which are 
outside the Public Sector Audit Appointment’s certification regime. Further details may be found in Appendix 2.
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Appendices
Appendix 1: Summary of reports issued

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

2015

January

February

March

April

May

June

July

August

September

October

November

Audit Fee Letter (April 2015)

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

Auditor’s Report (September 2015)

The Auditor’s Report included our audit opinion on 
the financial statements (including the pension fund 
accounts) along with our VFM conclusion and our 
certificate.

Annual Audit Letter (October 2015)

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

External Audit Plan (February 2015)

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

Certification of Grants and Returns           
(January 2015)

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

Report to Those Charged with Governance 
(September 2015)

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

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

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

External audit

Our scale fee for the 2014/15 audit of the Authority was £184,664. We 
undertook some additional work to deal with an issue raised by an 
elector. Our fee for this work is £2,430 but is still subject to approval by 
Public Sector Audit Appointments.

Our final fee for the 2014/15 audit of the Pension Fund was in line with 
the scale fee of £28,491.

Certification of grants and returns

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

Other services

We have not yet invoiced any additional fees in relation to 2014/15 but 
have agreed fees for the following returns which are outside the Public 
Sector Audit Appointment’s certification regime:

 £2,300 for work to provide assurance on the Authority’s Teachers’ 
Pensions return for the year ended 31 March 2015 as required by the 
Teachers’ Pensions Authority;

 £1,500 for work to provide assurance on the Authority’s Pooling of 
Housing Capital Receipts return for the year ended 31 March 2015 
as required by the Department for Communities & Local 
Government; and

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

 £2,400 for work to provide assurance on the Authority’s Affordable 
Housing Programme grant return for the year ended 31 March 2015 
as required by the Homes and Communities Agency. 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee  
  22 January 2016 

Wards: All Wards 

 
Internal Audit Plan and Progress Report 

 

 
Report of the Interim Director of Corporate Resources  
 
A. Executive Summary 
 

This report provides an update on progress in achieving the Internal Audit Plan for 
2015/16 and issues that have arisen in the course of audit work during the 9 month 
period 1 April 2015 – 31 December 2015.  
 
81% of the audits planned have been started and 80% of the planned assurance days have 
been delivered in the nine months to 31 December 2015 
 
Opinions were issued on 46 audits during the period; in 93% of audits the control 
framework in operation was found to provide significant or adequate assurance that the 
systems of control were effective.  
 
The opportunity has also been taken to review the audit plan against Directorate priorities 
and assurance requirements and audit resources have been reviewed and reprioritised 
accordingly. 
 

B. Corporate Priorities 2011-16 
 

Reducing costs, raising performance 
  
C. Portfolio  

 
Corporate Support Services 
 

D. Recommendations and Reasons for Recommendations  
 

Internal Audit is required under the ‘Public Sector Internal Audit Standards’ and the 
Accounts and Audit Regulations 2015 to report periodically to those charged with 
governance, on the progress in achieving the Audit Plan, changes to the plan and any 
implications arising from findings and audit opinions.  
 
It is recommended that: 
a) The assurance provided in this report be considered 
b) The revised plan be approved and the progress noted 

 
E. Equality Implications 

 
There are no equality implications.  

5 
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1. Background  
 
1.1 The Internal Audit Plan for 2015/16 was approved by the Audit Committee on 27 March 

2015. 
 
1.2 This report provides an update on the Audit group’s performance in achieving the plan 

and issues arising from findings and audit opinions issued during the period 1 April 2015 
– 31 December 2015.   In consultation with Directorates the plan has also been reviewed. 

 
2. Performance against the Audit Plan  
 
2.1 The following audit days were delivered during the period in comparison with the original 

audit plan: 
 

 Planned Days 
2015/16 
Full Year 

(Revised Plan) 

Planned Days 
Nine months pro 

rata 

Actual Days 
Nine months 

ended 31/12/15 

Variance – 
Planned to 

Actual 

Planned 
Assurance Work   

1329 997 750 -247 

Advice 110 83 58 -25 

Anti-Fraud 
Culture 

100 45 37 -8 

Investigations 150 113 141 28 

Total 1689 1238 986 -252 

 
2.2 The data above shows an overall under delivery in days against planned available days. 

Some element of this is due to the skewed availability of the days with the planned days 
being on a pro-rata basis. An analysis has been undertaken of the main areas of non-
chargeable time (including annual leave, vacancy management, training and 
administrational duties) comparing the actual to the pro-rata position which highlighted 
that there was a 244 day difference. This explains the majority of the 252 day difference 
above and should therefore equal out by the end of the year. 

 
3. Issues Arising from Planned Audits  
 
3.1 Amendments have been made to the audit report template used to report our findings to 

management. Previously we used to issue two opinions, one in relation to the Control 
Framework itself and the second around compliance with the framework, i.e. how it was 
working in practice. In the revised report template we have merged this two assessments 
into one and provide an overall assessment of the controls as they are operating. In 
addition to this we also now provide an assessment of the risk exposure any control 
weakness present to the Council if the recommendations are not implemented. This does 
mean that the results contained within this update are across the two reporting formats. 

 
3.2 Opinions were issued on 46 audits during the period April to December 2015, as shown 

at Appendix A.  In 43 cases (93%) the control framework in operation was found to 
provide significant or adequate assurance that the system of control would ensure service 
and corporate objectives are met and that the activity is conducted in accordance with the 
law and proper standards, that public money is safeguarded and properly accounted for, 
and used economically, efficiently and effectively. 
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3.3 Three reviews, (two at this stage last year), found assurance for the controls in place to be 
limited/weak.  The reasons why only limited/weak assurance could be provided relate to 
a number of issues. Details of the individual audits and comments specific to these 
reviews can be found at Appendix A. 

 
3.4 Action plans to implement recommendations have been agreed where limited assurance 

has been given and Heads of Service and Governing Bodies will be asked to give specific 
written assurance at the end of the year through their annual assurance statements that 
issues raised at the audit have been addressed and recommendations implemented.  

 
3.5 The implementation of agreed action plans and recommendations is the responsibility of 

management. Internal audit follow up responses to high and medium priority 
recommendations on a quarterly basis.  The position on outstanding recommendations as 
at 31 December 2015 is shown at Appendix B which shows that currently there is only 
one recommendations overdue for implementation (0 at 31 December 2014) within the 
Council. (There is also one outstanding for an external body audited by the team). 
Responses to these outstanding recommendations will continue to be followed up and 
necessary action will be taken to escalate as appropriate. 

 
3.6 Heads of Service and Governing Bodies will be asked to give written assurance at the end 

of the year through their annual assurance statements that issues raised in audits have 
been addressed and recommendations implemented 

 
4. Revisions to the Audit Plan 
 
4.1 The audit plan set at the beginning of the year is an estimate of where resources will be 

required and is based on providing assurance on controls over strategic risks, the 
corporate governance framework, fundamental financial systems, operational risks and 
fraud awareness and prevention work. 

 
4.2 The plan has been reviewed  at the half year point, assessing the work already completed 

as commented upon above, any changes in priorities both corporately and in 
Directorates, emerging issues e.g. from new legislation and the available resources 
remaining to deliver the planned work.   

 
4.3 Discussions have also taken place with Heads of Service to understand any changes to 

their service priorities, which has led to a number of changes reflected in the revised plan.  
This has led to planned assurance work reducing from 1,792 days to 1,760 days as can be 
seen at 4.7. 

 
4.4 The other main change to the plan is a reduction in the days allocated to benefit related 

fraud from 1,563 to 1,007 days. This is to reflect the transfer of housing benefit fraud 
work to the new Single Fraud Investigation Service (SFIS) which is hosted by the 
Department of Work and Pensions (DWP) with effect from 1 September 2015. Reports 
on this transfer have been presented to previous committee meetings. 

 
4.5 Resources have been projected to the end of the year, taking into account the 

performance at section 2 and the amendments to the plan. Based on the current level of 
investigation and advice work, it is estimated that resources will be sufficient to complete 
the revised audit plan.  However, this will continue to be closely monitored throughout 
the rest of the year. 
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4.6 The remaining planned work has been prioritised based on risk, delivering the assurance 
required to enable Members to approve the Annual Governance Statement, work 
required to support the requirements of the s151 officer and Directorates.  Work is 
planned in consultation with the external auditors to ensure internal audit work can be 
relied upon by the auditors for the purposes of the final accounts audit and to avoid 
duplication of effort. 

 
4.7 The original and revised planned days for each Directorate are as follows: 
 

Audit Plan Revised Plan  
Audit Days 

Original 
Plan  

Audit Days 

Directorate Allocations   

Chief Executive 70 73 

Corporate Resources   547 553 

Children, Family and Schools  261 274 

Environment and Neighbourhood Services 318 309 

Corporate Strategy and Commissioning 366 385 

Planning and Economic Regeneration 177 177 

Audit of External Bodies 21 21 

Planned Assurance Work 1760 1792 

Advice 110 117 

Fraud   

 Anti Fraud Culture  100 138 

 Unplanned work & Investigations/Contingency 150 150 

 Benefit Fraud and Enforcement 1007 1563 

Corporate Training 24 36 

Project Support 48 70 

Financial Appraisals 39 42 

Total resources required 3238 3908 

  
5. Fraud Prevention and Investigations 
 
5.1 A total of 17 (28 at this stage in 2014/2015) whistle blowing referrals have been received 

during the first three quarters, along with areas highlighted by our audit work or concerns 
raised by management. As a result 5 investigations (15 in 2014/15) have either been 
undertaken or are underway.  None of the referrals were considered significant. 

 
5.2 Managers are kept informed of issues arising from investigations through the section’s 

quarterly newsletter ‘Only Fools and Fraudsters’ which is available on the Council’s 
intranet. This ensures information on control issues can be disseminated promptly 
together with issues that have occurred at other public bodies, so that managers can 
review systems in place and ensure controls are operating effectively to prevent similar 
situations occurring. A copy of the last issue is attached at appendix C. The publication 
has been refreshed to give it a new image and appeal which builds on the success of the 
previous editions and now incorporates the work of the benefit fraud team given that 
they are part of the Audit & Technical Section. 

 
5.3 During the period April to September the Benefit Fraud Team, received 734 referrals and 

concluded 638 investigations The Outcome from these investigations are: 
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Tenancy and Council Tax Fraud 

Formal Cautions 7 

Administrative Penalties 3 

Offenders Prosecuted 3 

  

Council Tax Benefit Overpayments Identified £15,450 

Council Tax Excess Reductions Identified £56,943 

  

CTB / CTR Payments Stopped Weekly value - £3,802 

Annual Equivalent - £197,710 

Tenancy Fraud 

Homeless Applications Refused Due to 

Investigation Findings 

2 

Properties Recovered Due to Investigation 

Findings 

12 

Right to Buy Applications Denied/Withdrawn 5 

 
5.4 Work in relation to Tenancy Fraud has led to the recovery of 12 properties.  These 

properties have been occupied by people awaiting housing which has prevented payment 
on temporary accommodation for these people by the Council.  In addition, 
investigations have prevented two applicants who provided false information on their 
application forms from being given a tenancy. These results are above target and it is 
expected will continue into the final part of the year, particularly given that the Council 
will be participating in the Yorkshire and Humber regional campaign against tenancy 
fraud in early February 2016. 

 
5.5 Results up to the end of December 2015 were not available at the time of the report 

being drafted but will be tabled at the Committee meeting. 
 
 

Caroline Lacey 
Interim Director of Corporate Resources 

 
 
Contact Officers: Carl Braddy 
 Audit and Technical Manager 
Telephone Number: 01482 394105 
Email: carl.braddy@eastriding.gov.uk 
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Appendix A 
 

Audit Opinions issued – 1 April 2015 – 31 December 2015 
 

Directorate Audit Area 
Control 

Effectiveness 
Risk 

Exposure * 
Comments 

CF&S Airmyn park primary Adequate   

CF&S Barmby marsh primary Adequate   

CF&S Bempton primary Adequate   

CF&S Beswick Watton Primary Significant   

CF&S Bishop Wilton Primary Significant   

CF&S Boynton primary Adequate   

CF&S Bridlington Nursery & childrens centre Adequate   

CF&S Bugthorpe CE Primary Significant   

CF&S Driffield School & sixth form college Adequate Minor risk  

CF&S Elloughton primary Significant   

CF&S Kirkella St Andrews Limited  General issue with lack of compliance across areas 
tested.  New school business manager in post in the 
spring term who had already identified a number of 
these issues and who worked with the auditor to 
address these points going forward. 

CF&S Newbald primary Adequate   

CF&S New Pasture Primary Adequate   

CF&S Rawcliffe Bridge primary Adequate   

CF&S St Mary & St Joseph's RC Primary Adequate   

CF&S St Mary's RC - Market Weighton Adequate   

CF&S Tickton CE primary Adequate   

CF&S Withernsea High School Adequate Moderate risk  

CF&S Wold Newton (bank a/c) Adequate   

CF&S Pathway team Adequate Minor risk  

CF&S Procurement - childrens' services Adequate Moderate risk  

CR Purchase cards Significant Minor risk  

30



Directorate Audit Area 
Control 

Effectiveness 
Risk 

Exposure * 
Comments 

CR Rail & Accommodation Systems Adequate Minor risk  

CR Internet and email policies Significant Minor risk  

CSC Bridlington care management Significant   

CSC Haltemprice care management Adequate Insignificant 
risk 

 

CSC Holderness care management  Significant   

CSC ILF Adequate Moderate risk  

CSC Millers Significant Minor risk  

CSC Old School House Limited  General compliance issues. Failure to implement 
previous recommendations relating to staffing 
rosters, ineffective budget monitoring. Inadequate 
controls over residents’ savings and welfare fund 
monies.  Follow up audit  visit has confirmed 
implementation of significant number of the 
recommendations 

CSC Town View Significant Minor risk  

CSC Wold Haven  Adequate   

CSC Wold haven day centre Adequate Insignificant 
risk 

 

ENS Goole Leisure Centre Adequate   

ENS Southcliff Caravan Park Adequate Minor risk  

ENS South Cave Sports Hall Adequate   

ENS Housing Allocations Adequate Moderate risk  

ENS Highways Adequate Minor risk  

ENS Markets Adequate Moderate risk  

PER HCA affordable homes grant  (15 days - 
annually) 

Limited Major risk There were a number of issues identified in previous 
audits which were observed again in this audit, this 
included the lack of sufficient supporting evidence, 
the IMS system not being updated in a timely 
manner in a number of instances, incorrect HQI 
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Directorate Audit Area 
Control 

Effectiveness 
Risk 

Exposure * 
Comments 

scoring and potential lack of compliance with 
building regulations in that no certificate could be 
produced at the time of the audit.  Each of these 
issues could impact on the funding claimable by the 
council. 
 
Work has been undertaken with the section post the 
audit to implement the recommendations raised in 
the report and progress is being made with 
management fully acknowledge the need for 
changes. 
 

PER Local Strategic Transport Fund/LEP - 
Local Transport Body (15 days - annually) 

Adequate Moderate risk  

PER Wheels to Work Significant   

 
* Prior to the change in report format the risk exposure was not assessed therefore no assessment has been included in the table.
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Appendix B 
Summary of Fundamental and Significant recommendations to 31 December 2015 
 
 

Directorate No. of 
Recommendations 

outstanding 

Not Due until 
after January 

2016 

Falling Due in 
January 2016 

Overdue less 
than one month 

Overdue more 
than one month 

Children, Families & Schools 88 63 25 0 0 

Corporate Resources 14 12 2 0 0 

Environment & Neighbourhood 
Services 

24 23 0 0 1 

Corporate Strategy & 
Commissioning 

19 17 2 0 0 

Planning & Economic Regeneration 0 0 0 0 0 

Corporate 0 0 0 0 0 

Total 145 115 29 0 1 
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Appendix C 
 
Please see separate document – Only Fools and Fraudsters (adobe file) 
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East Riding of Yorkshire Council Audit & Technical   

Only Fools & Fraudsters 
 

January 2016  

Former RAF serviceman, Gordon Addison, kept quiet about a £129,000  
inheritance and defrauded the East Riding of Yorkshire Council out of over  
£25k in care costs.   
 
Hull Crown Court heard that Addison, 73, of Home Green, Cottingham had power of 
attorney over his mother's affairs.  Officers alerted over a sudden reduction in capital 
discovered that Addison had failed to tell the authority, which was meeting most of her 
care costs, about the change in his mother’s circumstances. 
 

Prosecuting barrister, Dale Brook, said that Addison's 
mother was left a sizeable legacy by her other son.  He 
said: "It's clear she  intended to gift the money to her 
other son, the defendant. What he (Addison) did not do, is 
pay any of the costs towards her care. The situation is 
that she was originally paying £149 towards her care. 
That would have gone up to more than £300 (if the  
authority had been aware of the inheritance).  
 
But he spent a lot of the money, withdrawing money from 

cash machines.  He then wrote to the council to say there is only £28,000 available. 
Three months later, there was only £6,000 left.  The Crown says that was fraud."  
 
As a result of Addison's failure to declare the inheritance, the authority paid £25,260 in 
care costs that should have been paid by Addison’s mother. 
 
Antony Farrell, mitigating, explained Addison's financial situation, however, Judge Paul 
Watson QC interrupted the lawyer, stating: "I can see what has gone on. We do not 
need to cause embarrassment to the defendant.” 

 
Judge Watson QC further told Addison: "The council may still come after you for the money.  
I see in the past you have given service to the country with the RAF.  I think at this stage of your 
life it would be wrong for you to serve an immediate custodial  
sentence."  
 
Carl Braddy, Audit & Technical Manager said, “This case was 
brought to light after the diligence of council officers who noticed 
a decrease in capital, anyone with similar suspicions should  
report them on the Whistle-Blowing Hotline 01482 394123” 
 
Addison received an 8 month prison sentence, suspended for 2 years. Has also ordered to 

complete 200 hours of unpaid work. 

Care fraud cost the council £25k 

Whistleblowing Hotline:  01482 394123 

Fraudsters 

“The council may 
still come after 

you for the 
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“The Crown  
says that was 
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Discount % rate  
that charge payers can  

receive if they are the  
only adult in the property. 

526 7 25 1356 

 

 
 
 

 
 

COUNCIL TAX  
SINGLE PERSON DISCOUNT 

 
A full Council Tax bill is based on at least 2 
adults living in a home. You’ll get 25% off your 
bill if you count as an adult for Council Tax and 
you live on your own.  This is known as Single 
Person Discount.  
 
In the East Riding of Yorkshire at any one time 
there are around 47,000 individuals receiving 
Single Person Discount.   
 
In April this year the authority decided to run a 
proactive exercise to identify persons who 
were receiving the Single Person Discount but 
not entitled to it. 
 
The Council Tax section, using data matching 
technology, matched details of individuals  
receiving Single Person Discount to Credit  
Reference Agency (CRA) data.  This identified 
discrepancies whereby CRA information  
indicated more than one adult living in the  
household. Depending on the information  
accounts were considered to be either Very 
High Risk , High Risk, Medium Risk or No 
Risk. 
 
The accounts considered to be at risk were 
forwarded to the Fraud Investigation Team to 
review & investigate.  Investigations continue, 
however, so far the team 
have identified a high 
number of charge payers 
who were claiming a 
discount they were not 
entitled to. 
 
One charge payer had 
failed to declared that 
her son had been living 
with her since 2008.  As 
a result she had received 
a discount of  £2105 she 
was not entitled to.   
 

4949 

5694 
Council Tax accounts  

considered to be at risk at the 
start of the proactive exercise in 

April 2015 

The extension  
number to ring if you 
want to report  
someone for Single 
Person Discount 
Fraud 

The number of years that one 
charge payer wrongly claimed 

Single Person Discount 

Discount Review 
forms  
issued to charge 
payers to check 
entitlement in the 
first 6 months of 
the exercise 

130189 
The £ value of wrongly 
claimed Council Tax  
Single Person Discount  
identified so far.   
This does not include amounts 
saved going forward 

NUMBER  CRUNCHING 

Fraudsters 

Single Person Discounts  
that have been identified as  
being wrongly claimed (to date) 
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Postal Scam 

Remember... 
 

 If it is too good to be true,  
 it probably is 
 

 If you haven’t bought a ticket,  
 you cannot win it 
 

 If in doubt, don’t reply – bin it,  
 delete it or hang up 
 

 You shouldn’t have to pay  
 anything to get a prize 
 

 If you are contacted out of the 
blue you should be suspicious 

 

 Never give out your bank details 
unless you are certain who the 
person is  

 

 Financial providers do not ask for 
your pin number, so do not give it, 
or any other personal details 

 

 Take your time and resist  
 pressure to make a quick decision 
 – ask a relative or friend for advice 
 if you are not sure  
 
 
 

  Over 300 East Riding residents identified as victims 

More than 300 people from across the East Riding have been identified as victims of postal scams in just over a year, 
East Riding Council’s Trading Standards team has revealed. 
 
Since officers from Trading Standards started working with the national scams team in August 2014, they have visited 
or made contact with 342 people from the area who have completed and returned forms sent as junk mail. 
 
The joint approach is part of a two-pronged attack against the scams with 
the council’s officers identifying and speaking to local victims while the  
national scams team aim to disrupt the criminals on a national level. 
 
They intercept the completed forms, some of which still have  
money, cheques or postal orders attached to them, and pass them on  
to trading standards officers who visit or make contact with the person  
involved to discourage them from sending more forms or money. 
 
Postal scams come in many forms – they could be fake lotteries, prize 
draws, bogus health cures, dodgy investment schemes, pyramid selling, 
letters from clairvoyants and psychics warning of dire consequences unless 
a fee is paid. 

 
Councillor Shaun Horton, portfolio holder for community involvement and partnerships, 
said: “The figures are very worrying but it can be very difficult to persuade vulnerable, often 
lonely people, that letters telling them they have won large sums of money are, in fact, 
scams.” 
 
Colin Briggs, trading standards manager, said: “Some people are embarrassed about what 
they have done but what they don’t realise is that by completing just one form they are 
added to a list which can be sold on by other criminals who will continue to send scams 
through the post. 
 

It is incredibly difficult to get names removed from this list but the fact our officers are able to contact the victims directly, 
and in some cases hand back the money, means that hey can give them advice and support which we hope will break 
the cycle. 
 
I would urge anyone who does get junk mail not to open it but destroy it.” 
 
 

 
To report a scam phone Action Fraud  

on 0300 123 2040 
or go to www.actionfraud.police.uk  

 

Fraudsters 

“I would urge 
anyone who does 
get junk mail not 

to open it but  
destroy it” 
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How to Improve Desk Security 

How secure is your desk ? 
Security is the responsibility of us all.  Follow the tips below and you’ll be helping to keep 
yourself, your colleagues, members of the public and the Council safe. 
 
1.  Don’t leave sensitive information lying around the office 
Don’t leave documents containing sensitive or confidential information on your desk. Lock 
them in a drawer or securely dispose of them when no longer needed. It’s very easy for a 
visitor to glance down and see sensitive documents if they are unprotected. Keep your desk 
tidy and documents locked away to reduce the risk of information leaks and make the area 

look more organized. 
 
2.   Positioning of your Computer Screen 
You should position your computer screen carefully, 
both on your desk and when you are away from the 
office, in order to prevent others from reading what 
is displayed there. In the office, this means  
considering the location of windows, open doors and 
the guest waiting area, if you have one. 
 
3.   Lock your computer when not in use 
Always lock your computer (and smart phone) when 
you’re not using them. You work on important things, 
and need to make sure they stay safe and secure. 
Locking your phone and computer keeps data safe 
from prying eyes. 
 

4.   Always use hard-to-guess passwords 
Don’t use obvious passwords, like “password,” or sequences, such as “123456.” Passwords 
should be at least 8 characters long and include 3 of the following:  
 

 numbers,  

 upper case letters,  

 Lower case letters, 

 other characters such as #, £, $ and %.  
 
Don’t include all or part of your user name in your password.  Try to use different passwords 
for different systems, so if one gets hacked, your other accounts aren’t compromised.   
  
5.  Protect sensitive data on your Computer 
Do not store sensitive data on your device hard drive.   

Tenancy Fraud Policy 

Fools 

Fraudsters 

 
On 13 October 2015 The Cabinet recommended the Council approve 
the implementation of a Tenancy Fraud Policy. 
 
Changes in legislation detailed in the Prevention of Social Housing 
Fraud Act 2013 provide the Council with new powers in the fight 
against tenancy fraud.  
 
The National Fraud Authority (NFA) estimates that housing tenancy 
fraud represents the second largest financial loss to fraud in local 
government and costs local authorities an estimated £845 million  
annually. Whilst quantifying housing tenancy fraud is not straightfor-
ward, the NFA estimated in 2012 that at least 2% of social housing 
stock outside of London is typically subject to some form of tenancy 
fraud. 
 
Tenancy fraud is committed when people occupy social housing 
unlawfully.  This includes: 
 

 subletting a property including subletting the whole property to 
a single household or multiple sublets within one property; 

 

 non-occupation by the tenant as the principal home or aban-
doning the property;  

 

 fraudulently obtaining a social housing tenancy by  
 misrepresentation of identity or personal circumstances on a 
 housing or homelessness application;  
  

 wrongly claimed succession – retention of a tenancy following 
the death or vacation of the tenant following a previous  
succession, or of a non-qualifying person; 

 

 unauthorised assignment of the tenancy; and 
  

 unauthorised mutual exchanges. 
 
Since April 2015 the Fraud Investigation Team have concluded 65 
investigations, resulting in 18 properties being recovered and 2  
homeless applications being denied / withdrawn.  

 Report it to tenancyfraud@eastriding.gov.uk 38



 

In September the Police and Her Majesty’s Revenue & Customs 
(HMRC) officers conducted dawn raids on the offices of  
Transwaste in Melton and at several residential  
addresses across Yorkshire & the North East. 
 
The large scale operation, involving 180 officers, resulted in 14 people 
being arrested.   
 
These included a 43 year old man from Beverley, 
a 40 year old man from Melton, a 29 year old 
man from Brough, a 43 year old man from 
Anlaby, a 23 year old man from Willerby and a 
49 year old man from Hull. 
 
Simon York, Drector of the Fraud Investigation Service at HMRC, said 
the arrests were the result of an 18-month investigation.  
 
"We believe more than £78m revenue may be involved, money which 
could be used to fund some of the UK's most vital public services. No 
one is above paying their fair and legal share of tax, as the rest of us 
do, and we are closing in on those who try to cheat the system.  HMRC, 
working with our law enforcement partners, will do everything within our 
power to catch those involved in tax fraud of any kind, and will push for 
the strongest punishments through the court." 
 
An Environment Agency spokesman said: "The Environment Agency is 
supporting HMRC in a major operation at locations across Yorkshire 
and the North East. We are working closely with our partner  
organisations to help stamp out landfill tax evasion." 
 

Dawn raids at Willerby 

waste site 

HMRC Investigation 

“No one is above 
paying their 

taxes.”  

A resident from Goole has received a criminal record after fraudulently claiming 
£6000 in benefits. 
 
Marilyn Power (61) of Millbank Street, Goole appeared at Selby Magistrates Court on 
15

th
 October 2015 for sentencing after earlier pleading guilty to offences relating to  

dishonestly making false statements in order to obtain Council Tax Benefit &  
Employment Support Allowance. 
 
The case was brought to court following an investigation by East Riding of Yorkshire 

Council & Department for Work & Pensions.  Investigators 
discovered that Mrs Power had capital in excess of 
£16,000.  
 
Magistrates fined Mrs Power £200 with a £20 victim sur-
charge and was ordered to pay £85 costs. 
 
Andy Hardy, Fraud Investigation Manager at East Riding of 

Yorkshire Council, said, “This investigation demonstrates the council’s commitment to 
tackling all types of fraud against the authority.  If you commit fraud - you will be prose-
cuted. We will continue to use all the powers at our disposal to protect the public purse 
from those with dishonest intentions. 
 
If officers know of someone who is receiving Council Tax Support or Housing Benefit 
and suspect they have failed to declare capital in the form of savings, investments or 
property they should report this.  All reports are completely confidential and your details 
will never be disclosed.” 

Fraudsters 

£6,000 fraud against the 

council lands Goole  

woman in court 

ERYC Prosecution 

 Report Benefit Fraud - (01482)394949 
 bfraud@eastriding.gcsx.gov.uk 

“If you commit 
fraud - you will 
be prosecuted” 
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Bridlington man prosecuted for  

defrauding the council of £2k 

Bridlington man, Ian Tibbett (46), has been prosecuted for defrauding the council of £2360.47 in Council Tax Support. 
 
Tibbett of Stuart Close, Bridlington was investigated after the Fraud Investigation team received information that Tibbett 
and his wife owned a business within the town from which they received an income they had not declared to the  
council.   
 
In July 2013 Tibbett had claimed Council Tax Support, which 
had been awarded to him at the rate of £26.28 per week.  
Intelligence enquires were conducted and evidence obtained 
to support the allegation. Evidence showed that Tibbett’s wife 
had operating the business since March 2012.  
 
In view of the evidence gathered, Ian Tibbett was called in for 
an Interview Under Caution. He attended the interview and 
confirmed that he had been claiming Council Tax Support.  
Initially, he denied any offences; however, after his  
explanations were challenged and probed by the investigating 
officer he admitted his application for Council Tax Support 
was “incorrect”.    

 
As a result of his actions Ian Tibbett was summoned to appear at Bridlington Magistrates 
Court in August 2015 where he pleaded not guilty. He later changed his plea to guilty 
and was convicted of an offence under Section 7 of The Council Tax Reduction 
Schemes (Detection of Fraud & Enforcement Regulations) 2013  
 
Magistrates sentenced him to a fine of £110 with costs of £335 and a victim surcharge of 
£20. In addition to the amounts imposed on him by the courts he has to repay the full 
amount of Council Tax Support he fraudulently received.   

 
Andy Hardy, Fraud Investigation Manager, said, “This case shows that fraud can be committed by anyone.  Ian Tibbett 
is a middle aged family man  who owns his home, his wife ran her own business, yet still he made a false statement to 
the council .” 

ERYC Prosecution 

“This case shows 
that fraud can be 

committed by  
anyone.”  

Fraudsters 

REPORT YOUR SUSPICIONS:  01482 394949 

Domain Name  
Risk 

The National Anti Fraud Network (NAFN) 
has alerted the authority that domain 
names similar to that of local authorities 
are available and may be misused. 
 
The risk was raised when a local  
authority recently found that an email had 
been received by a housing association 
purporting to be from that authority.   
 
The domain name used was  very similar 
to that of the authority (anytowngov.co.uk 
as opposed to anytown.gov.uk) and  
requested personal data on behalf of a 
council officer. 
 
Whilst there have been no reported  
incidents against East Riding of  
Yorkshire Council, officers should stay 
vigilant and ensure that the email to 
which they are replying is that of the  
organisation they are communicating with 
and not one registered by someone 
fraudulently attempting to gain  
information.  
 
If you have any concerns that the email 
may not be genuine then contact that 
organisation’s switchboard, ask to speak 
to the person directly, and confirm their 
email address. 
 

MISREPRESENTATION  
RISK 
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If you are concerned that something is happening at work which is 
 

 Unlawful, 
 

 Against the Council’s constitution or policies, 
 

 Falls below established standards or practices, or 
 

 Amounts to improper conduct 
 
Please ring 01482 394123 in confidence or contact any of the  
following officers in line with the “Whistle Blowing Policy”. 

Carl Braddy, Audit & Technical Manager   01482 394105 
Andy Hardy, Fraud Investigation Manager  01482 394602 
Margaret Fenton, Group Auditor   01482 394107 
Alan West, Group Auditor    01482 394187 
Catherine Ward, Group Auditor    01482 394110 

Your Line Manager / Director 

Audit & Technical 

Chief Executive 

Monitoring Officer 

Chief Finance Officer 

Counter Fraud and Corruption & Whistle Blowing Policies 

The Council's “Counter Fraud and Corruption” and “Whistle-Blowing” Policies have been 
reviewed as part of the routine review of policies and to ensure that it still complies with 
best practice guidance.  
  
The Counter Fraud and Corruption policy statement sets out: 
 

 The Council’s ‘zero tolerance’ approach to known instances and attempts of fraud 
 

 Standards of conduct expected from employees and members and expectations 
placed upon suppliers, partners and the public in relation to the Council 

 

 How the risk of fraud will be identified 
 

 Action that will be taken when fraud is discovered 
 

 How the Council will work with others to detect and deter fraud 
 
The policy forms a key part of the Council's assurance framework and underpins one of 
the six core principles of good governance, set out in the Code of Corporate  
Governance:   

 
 
Nigel Pearson, Chief Executive    01482 91000 
 
 
 
Matthew Buckley, Head of Legal & Democratic Services 
        01482 393100 
 
 
Caroline Lacey, Interim Director of Corporate Resources 
        01482 393000 
 
Alternatively, put your concerns in writing using the online referral 
form at http://www2.eastriding.gov.uk/council/governance-and
-spending/fraud-and-corruption/whistle-blowing/ 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee  

22 January 2016 

 

Wards: All Wards 

 

 

Strategic Risk Register Review – Quarter 2 Update 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

Risk management forms a key part of the Council’s assurance framework, which supports 

the Annual Governance Statement.  

 

The strategic risk register has been reviewed for the period ended 30 September 2015. 

Risk owners have provided assurance that controls continue to operate effectively and 

have provided an update in relation to each risk for the quarter. 

 

Assurance has also been provided that operational risks are being effectively managed and 

controlled. 

 

The updated risk register was presented to the Cabinet on 8 December 2015. 

 

B. Corporate Priorities 2011-2016 

 

 Reducing Costs, Raising Performance 

  

C. Portfolio 

 

Council Corporate Service and Performance 

 

D. Recommendation and Reason for Recommendation 

 

The Council is required under the Accounts and Audit Regulations 2015 to ensure it has in 
place a sound system of internal control which facilitates the effective exercise of the 

Council’s functions, which includes arrangements for risk management. 

 

It is recommended that the Audit Committee note the updates to the Strategic Risk 

Register. 

 

E. Equality Implications 

 

 There are no equality implications.  

 

 

 

6 
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1 Background 

 

1.1 The strategic risk register has been reviewed and updated to reflect the position at the end 

of September 2015 and action being taken to improve controls and reduce the likelihood 

and impact of the Council’s strategic risks. 

 

2 Strategic Risks  

 

2.1 The strategic risk register has been reviewed by the Corporate Management Team (CMT), 

Senior Management Team (SMT) and the specified risk owners.  Current strategic risks and 

updates against each risk are shown at Appendix A.  Risk owners have reported that the 

identified controls are in place and are being operated effectively, and that any required 

action continues to be taken to further improve the control environment and manage the 

risks as deemed appropriate. 

 

2.2 No new strategic risk areas have been identified during this latest review.  The risk scores 

have also been considered as part of the review to ensure they still reflect the position of 

each risk.  No amendments have been made to any of the risk scores this quarter. 

 

2.3 Highlights of related news and issues that has emerged during the quarter are as follows: 

 

 The Council has responded to an invitation from Government to cities and regions 

regarding the development of devolution proposals. Formal submissions were put 

forward to Government on 4 September.  The East Riding of Yorkshire has approached 

Government as part of a ‘York, North Yorkshire and East Riding’ proposal.  

 

 The Council’s Statement of Accounts for 2014/15 received an unqualified audit opinion 

and positive Value for Money opinion from the external auditor KPMG.  The Statement 
of Accounts was published on the Council’s website by the statutory deadline of 30 

September 2015. 

 

 The Council’s Annual Governance Statement for 2014/15 was approved by Audit 

Committee on 18 September.  No significant governance issues arose in 2014/15 and 

the statement was published on the Council’s website on 30 September 2015. 

 

 Responsibility for Housing Benefit Fraud Investigation passed to the DWP on 1 
September 2015.  In-house capacity has been retained to investigate Council Tax, 

Tenancy and Corporate Fraud. 

 

 The Government have published a draft Housing Bill which has a potential significant 

impact on the housing revenue account (HRA).  Based on the information available the 

stability of the current approach set out in the HRA business plan is at risk.  In light of 

the potential changes, a ‘strategic pause’ has been applied to the new build programme 

until more detail is available. 

 

 The Council’s emergency plans have been triggered twice during Quarter 2.  The first 
following an incident during a school overseas visit and the second following response to 

a potential flood defence failure on Dutch River near Old Goole. 

 

 This Council won the 2015 Association for Public Services Excellence (APSE) award for 

Health and Wellbeing for work between Leisure Services and Public Health.  A systems 
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leadership event was held on 18 September 2015 with senior leaders from the different 

organisations responsible for health and social care in the East Riding.  

 

 Initial consultations have taken place with external providers of residential and 

domiciliary care relating to the fee increases for next financial year.  Anxiety exists 

amongst providers about the impending impact of the living wage increases, with 

providers suggesting that unless there is a significant increase in fees there is a risk they 

could go out of business.    

 

 A series of Siemens Careers Events took place in September run by Green Port Hull, in 

partnership with Siemens and Job Centre Plus with further events being planned.  The 

Council's business support team have appointed a Supply Chain Coordinator to identify 

and share supply chain opportunities with local businesses, to improve working 

relationships with developers and Original Equipment Manufacturers (OEMs).  

 

3 Operational Risk Issues 

 

3.1 Heads of Service have confirmed that there are no operational issues that need to be 

escalated and that operational risk registers, which include controls to mitigate risks, are 

being monitored and reviewed. 

 

 

Caroline Lacey 

Interim Director of Corporate Resources 

 

 

 

 
Contact Officer: Carl Braddy 

       

Telephone Number: 01482 394105         

E.mail: carl.braddy         @eastriding.gov.uk 

 

Background Papers 
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Appendix A – Strategic Risk Register Update 

 

Risk Ref: SR12/01 

Risk Name:  Failure to maximise potential of the Council’s assets and ensure the asset 

base is sustainable. 

 

Risk Owner: I Burnett  

P Bell       

            

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of existing controls: 

Annual Environmental Statement 

Asset management plans 

Asset Management Strategy (to be reviewed November 2015) 

Compliance with prescribed parameters and protocols for Reactive 

maintenance 

Database of assets 

Emergency Response Plans  

Environmental Management System (EMS) 

Environmental Policy 

Further efforts to reduce the asset base. (Asset Rationalisation 

Programme) 

Installation of updated asset software with condition survey module 

Insurance arrangements 

Lobbying (Working at national and regional level) 

Participating at National and Regional Level with relevant Ministers, civil 
servants, professional groups and LA officers on allocation mechanisms 

Planned maintenance programme of works based on condition and use 

Reactive repair 

Regime of Condition inspections and analysis  

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective and continue to be 

monitored. 

 

Internal 

News/Related 

Issues: 

 

There has been no internal/ news/related items related to this risk during 

the quarter. 
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External 

News/Related 

Issues: 

 

There has been no external/ news/related items related to this risk during 

the quarter. 

 

 

 

 

DIRECTION OF TRAVEL KEY: 

 

 = SCORE REMAINS UNCHANGED 

 

 = SCORE DECREASED 

 

 = SCORE INCREASED 
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Risk Ref: SR12/02                                                                                             

Risk Name:  Failure to deliver a balanced medium term financial plan fully aligned to the 

achievement of the Business Plan, including the achievement of a balanced 

and sustainable long term capital investment programme. 

 

Risk Owner: C Lacey 

I Burnett  

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Chief Financial Officer and Highly skilled workforce 

Corporate approach to financial planning 

Flexible financial planning – Efficiency Fund 

Adequate reserves 

Contingency based budget funding – Risk Awareness 

Experienced and skilled Members 

Regular monitoring of the financial plan 

Existence of a transformation programme 

Business case methodology 

Sensitivity analysis 

National lobbying 

Capital Investment and Asset Management Strategy 

Transport Asset Management Plan 

Local Transport Plan 

Housing Revenue Account Business Plan 

Capital Appraisal 
Capital Programme Reviews 

Asset Management Reviews of matching to future service needs 

Capital Board and separate programme boards 

Government Capital Funding Announcements 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective and continue to be 

monitored. 

 

Internal 

News/Related 

Issues: 

Statement of Accounts received an unqualified audit opinion and positive 

Value for Money opinion from the external auditor KPMG.  Accounts 

published on the website by the statutory deadline of 30 September 2015. 

 

External 

News/Related 

From 2015/16 £578 million of the national budget for local highways 

maintenance capital funding will be top-sliced to form a new incentive fund. 
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Issues: 

 

 

This will reward councils who demonstrate they are delivering value for 

money in carrying out cost effective improvements. The amount of 

Incentive Funding received by each local authority will be determined 

following the completion of a self-assessment questionnaire which places 

every local authority in to one of three bands. Only authorities in Band 3 

will be awarded their full share of the funding for the full six-year period.  

 

In July the council submitted a draft self-assessment questionnaire which 

confirmed that we are currently a Band 2 authority. However, a 

programme of improvements have been identified and will be implemented 

over the next 12 months to ensure that the council continues to receive 

100% of available highway maintenance funding in future years. The final 

self-assessment questionnaire will be issued in the autumn with a 

submission deadline of the end of November. 

 

The Government have published a draft Housing Bill which has potential 

significant impacts on the housing revenue account. (HRA)  The 

information available to date risks the stability to the current approach set 

out in the HRA Business Plan and the delivery of affordable housing and 

future commitments of capital investment in the Councils housing stock.  

Over the first four years the Council will lose circa £18m of income and 
over the 30 years of the Business Plan circa £250m.  In relation to the 

current delivery of the new build housing programme a ‘strategic pause’ 

has been applied until more is known on the details of the Housing Bill. 
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Risk Ref: SR12/03 

Risk Name:  Failure to provide the required and relevant services for adults 

 

Risk Owner: R Pope 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 4 20 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Framework contracts and procurement arrangements 

Professional expertise 

Care identification/ Market intelligence/ Local intelligence/Multi agency 

training 

Supplier relationships – meetings held every quarter. Training provided 

Contract Procedure Rules  

Audits and inspections 

Budget Scrutiny Reviews 

Strong governance arrangements  

Joint commissioning arrangements – including action planning and Market 

Development, Market Position Statement  

Transformation project 

Winterbourne Action Plan and Monitoring 

Consultations 

Adult Safeguarding Board and Dignity in Care 

Establishment of the Care Act Implementation Board  

Better Care Fund workstreams  

DoLS (Deprivation of Liberty Safeguards) Coordination Group 

DoLS (Deprivation of Liberty Safeguards) Risk Matrix completed weekly 

 

New controls: 

Towards Excellence in Adult Social Care Risk Assessment  

(This is a nationally agreed framework to identify key areas of risk in the 

delivery of adult social care). 

Effectiveness of Controls: 
It has been confirmed that all controls remain effective 

 

Internal 

News/Related 

Issues: 

DoLS 

The Deprivation of Liberty Safeguards (DoLS) Coordination group and 

Risk Matrix Coordination Group continue to meet regularly. The Risk 
Matrix continues to be reviewed weekly, to enable the prioritisation of 

work for the Safeguarding Adults Team.  DoLS numbers continue to be 

high, but the allocation of four Mental Capacity Act (MCA)/DoLS social 

workers is enabling us to manage this risk.  

 

The Care Act 

The first part of the Care Act went live on 1 April 2015. In preparation for 
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this, a considerable training programme was undertaken for all staff in 

social care, training is continuing for new members of staff, and anyone 

who missed the earlier sessions for whatever reason. To ensure readiness 

for the Care Act, all assessment, planning and review paperwork was 

revised, and all standard letters amended. Further revisions to these have 

taken place based on feedback from front line workers.  

 

Given the postponement of the Care Act financial reforms (“phase 2”) 

until 2020, the frequency of key meetings has been revised. The Care Act 

Executive Board has moved from six-weekly to six-monthly, although 

progress on key issues from the action plan are being reported monthly at 

the Joint Adult Management Team Meeting. The Care Act Stakeholder 

Group meetings have moved from every twelve weeks to six-monthly. A 

Workforce Capacity plan is being developed to ensure plans are in place 

to meet the requirements of the reforms, with the right mix, skills, 

knowledge and numbers of workers. 

 
Health and Social Care Integration 

There is continued pressure on the acute hospitals that adult social care 

serve, which in turn creates an increased demand on adult social care staff. 

The systems resilience and surge and escalation plan has been updated in 

conjunction with the CCG, with lessons learned from the Perfect Ten 

initiative evaluation. The Perfect 10 initiative covered a 10 day period from 

Wednesday 15 July through to Friday 24 July 2015. The event was 

implemented based on a national initiative, generally referred to as the 

'Perfect Week'. The basis of this initiative is to reflect, from a patient's 

perspective, what should be a perfect stay in Hospital. It was a key 

component of the system wide urgent care recovery plan, developed 

between Hull & East Yorkshire Hospitals, East Riding of Yorkshire CCG 

and Hull CCG. The plan was based on a number of measures of indicators 

of performance, which were reported on daily during the 10 day period. 

These included:  

 Number of empty beds at 8am 

 Patients discharged home before midday 

 Number of delayed transfers of care (DTOC) 
 

External 
News/Related 

Issues: 

 

Adult Services have began to complete the Towards Excellence in Adult 
Social Care Risk Assessment Matrix, a tool developed nationally that all 

councils are expected to complete. The tool will help to identify risks 

affecting social care across the Yorkshire and Humber region.  

 

The announcement in the July Budget of the introduction of the living wage 

from April 2016 is likely to have a considerable impact on the adult social 

care sector, through increasing the cost of both residential and domiciliary 

care.  This will be monitored and necessary action taken as appropriate. 
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Risk Ref: SR12/04 

Risk Name:  Failure to provide the required and relevant services for children and 

young people 

 

Risk Owner: P Allen                       

M Furbank 

J Lown 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Commission framework and contract arrangements 

Professional expertise/ case identification/ Police and Community 

intelligence 

Ongoing audits and review of social work cases 

Statutory Inspections undertaken by Ofsted of schools, children centres, 

early years settings, residential homes and social work practice. 

Budget Reviews 

Strong governance arrangements as reported on our Annual Governance 

Statement and related assurance statements, including corporate parenting 

board overseeing the council’s statutory responsibilities for looked after 

children. 

Workforce development plans – Appropriately skilled and trained 

workforce 

Standards for providers meet national standard 

Strong partnerships in place (Children’s Trust arrangement) 

Insurance policies in place 
Further integrated service provision and targeted services 

Strategies within suite of documents for C&YP Strategic Plan 

Children’s trust boards risk register 

Multi agency safeguarding hub co-located with the police 

Children Services Safeguarding self-assessment completed as part of a 

regional improvement programme. 

School Improvement Strategy ‘Improving Schools, Improving Lives’ 

Strategic School Improvement Partnership has been established support 

school improvement across the East Riding. 

East Riding Safeguarding Children Board (ERSCB) to monitor CQC Action 

Plan following Safeguarding/LAC inspection of health services 

CSE Strategic sub-group of the ERSCB which meets quarterly 

Missing Children Sub group (reports to the ERSCB) 

Safeguarding Children Review Panel 

East Riding CSE Strategy and Action Plan 

Dedicated CSE response team 

Children’s Social Care and Youth and family Support Services team 

Multi Agency Child Exploitation (MACE) Risk Group which meets each 
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month to ensure proactive prevention/protection plans are in place for all 

young people 

Operational MACE group meets monthly to agree actions in relation to 

those posing a risk to young people, review intelligence and develop an 

East Riding Profile 

Training provided to  partner agencies 

Work taking place in schools to deliver sessions for young people 

High Sheriff campaign in Hull and Humber called “Not In Our Community” 

which uses social media to deliver hard hitting messages to young people 

about the risks of CSE 

Early Help and Safeguarding Hub (EHaSH) which process real time 

intelligence 

Protecting Vulnerable People Unit run by Humberside Police 

Members of the Multi Agency Public Protection Arrangements (MAPPA) 

Missing, Exploitation and Trafficking Team 

Gold member of the CSE national Working Group 

All taxi drivers are required to complete a DBS and receive CSE training 

e-Safety group established 

Adoption of the Signs of Safety approach 

Golden Number for reporting concerns – 01482 395500 – and Whistle 

Blowing arrangements 
Update Overview & Scrutiny Review of Safeguarding Services with focus 

on CSE 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective. 

 

Internal 

News/Related 

Issues: 

Overview and scrutiny report examining safeguarding – emphasis on CSE 

now concluded and will be presented to full council on 12 October 2015. 

 

External 

News/Related 

Issues: 

 

The Education and Adoption Bill is under consideration by parliament and 

will be enacted before Christmas.  The power of the secretary of state to 

directly intervene with schools that are ‘struggling’ increases.  We will 

monitor this to see if it changes the way the department of education 

engages with the LA and schools directly. 
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Risk Ref: SR12/05 

Risk Name:  Lack of  service continuity arrangements in place particularly in relation to 

the loss of relationship with partners and key suppliers   

 

Risk Owner: B Giles  

Y Rhodes  

D Waudby 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 4 20 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Developing strategic relationships at a senior level with key officers and 

member involvement 

Involve all parties/ partners in the planning process 

Joint financial agreements on commissioning services  

Partnership protocol agreements 

Terms of reference – Governance 

Constitution 

Contract procedure rules 

Four areas of internal procurement activity 

Training 

Manual of guidance 

Forward plan of procurement activity 

Corporate governance structure 

Compliance audits 

External accreditation 

Professionally qualified staff 
Widening supply chain options 

Market intelligence 

Advantageous payment mechanism 

Effective Overview and Scrutiny processes in place 

Effective consultation and engagement with partners 

Active management of supply chain – Meeting with suppliers at all tiers 

Introduction of Pro-Contract e-tendering and contract management 

system 

Regional procurement collaboration, benchmarking and sharing of best 

practice. 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective  
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Internal 

News/Related 

Issues: 

The first consultations have taken place with external providers of 

residential and domiciliary care related to the fee increases for next 

financial year.  There are very high levels of anxiety amongst providers 

about the impending impact of the living wage increases.  Providers are 

saying they require between an 8% and 12% increase in fees to “stand 

still”.  At least two providers have offered to share their books and are 

saying that without a minimum 8% increase they will be trading at a loss 

and will cease trading.  To date there is no indication of any additional 

external funding being made available to LA’s for social care and nationally 

leading providers are claiming the increase in pay will cause the collapse of 

the social care market.  There is evidence locally that a proportion of 

providers will go out of business without significant increase in fees-what is 

not yet clear is the overall impact this may have on the market in general.  

There are already some indications that providers are starting to consider 

charging for some services that previously have been provided at no extra 

cost to either Health or the LA.  

 

External 

News/Related 

Issues: 

 

On 14 September 2015 Barbour ABI published that 30 percent of 

construction projects estimated at £12 billion have been put on hold as 

shown in the chart below with one of the main reasons being increased 

tender prices of between 15-20%.  This compares to £8.6 billion of 

contracts put on hold in the previous 12 months.  Despite the number of 

projects being put on hold the construction industry work is still growing. 

  

 
 

Latest forecasts from the Royal Institution of Chartered Surveyors (RICS) 

published on 11 August 2015 predict that although by 2020 tender prices 

will be 33% higher than their pre-recession peak it is anticipated that 

strong growth in new work output will continue this year and next, with 

increases of 5% predicted in both years. 

 

An increase in tender prices as predicted by Barbour ABI and RICS could 

affect the number of projects that can be delivered in the current 

approved capital and revenue programmes of works. Infrastructure and 

Facilities are aware of this potential issue and are involved in the following 

projects to try and mitigate any impact: 
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 Carrying out 2 Cabinet Office Cost Led Procurement Trials, one on a 

building project and one on a civil engineering project, where we work 

with contractors to deliver the project outputs for the budget available.  

If these trials are successful we would implement this on other 

construction projects.   

 With the increase in the construction market resulting in lower returns 

from contractors for both private and public procurements we formed a 

working group with YORhub contractors and clients across the region 

to investigate how to make YORhub procurements more attractive to 

suppliers and the YORbuild2 procurement currently being undertaken 

includes the recommendations from this group.  The outputs from this 

group are being implemented generally across ERYC construction 

projects. 

 Working nationally with the LGA and National Association of 

Construction Frameworks on a market intelligence exercise where we 

pull together current trends in the market such as short supplies of 

certain types of labour, material and equipment and changes in their 

costs including lead in periods for their availability.  This allows us to 

design new schemes where possible  based on plant, materials and 

labour that is more readily available and has less price increases.  On 

some projects this would affect if brickwork, timber, structural concrete 
or steel is used, 

 Working with the Education Funding Agency as part of our lead role 

alongside Hampshire CC on a national schools cost benchmarking study 

to explore ways of reducing construction costs and learn from each 

other. 

 

The Federation of Master Builders announced in August 2015 that its latest 

poll of small and medium-sized construction firms found employment 

picked up for the sixth quarter running and the growth was expected to 

continue over the coming three months, accompanied by rising pay for 

construction workers.  But repeating concerns from other construction-

sector reports, about half of the 400 or so companies surveyed said they 

were struggling to recruit bricklayers.   With others finding it increasingly 

hard to hire carpenters and joiners, site managers and supervisors. 

 

A shortage of skilled construction workers could impact on the delivery of 

ERYC construction projects and an increase in the cost of labour could 

correspond to an increase in tender prices. 
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Risk Ref: SR12/07 

Risk Name:  Failure to prepare and respond in an appropriate manner to a potential 

man made or natural disaster 

Risk Owner: D Morley 

I Burnett  

T Allison   

D Waudby  

M Featherby  

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 5 3 15 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls List of Controls: 

Business Continuity Plans 

Council Emergency Plans 

Multi Agency Plans/Partnerships 

National Contingency Plans 

Staff Training and Exercising 

Emergency policy’s/documents 

Community Town and Parish Council Emergency Plans 

Effective financial planning – existence of reserves and contingency funds.  
Access to Bellwin Scheme and external funding 

Monitoring telemetry stations 

Access to Met Office data 

Health screening measures 

Cabinet Office / DCLG / Home Office liaison 

Staff awareness training 

Professional body networking – APSE 

Emergency planning processes including dry runs, tests of communication 

chain 

Core in house capacity maintenance 

Clear governance arrangements 

Strategy Plans for key areas of Risk for now and in the Future 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective  

 

Internal 

News/Related 

Issues: 

The Council’s emergency plans have been triggered twice during this 

period, the first following an incident during a school overseas visit and 

then in response to a potential flood defence failure on Dutch River near 

Old Goole.   
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An emergency control centre exercise has been held to train staff and test 

current arrangements and a new role of Community Recovery Officer has 

been introduced. 

 

External 

News/Related 

Issues: 

 

 

The latest Your East Riding magazine contained an article promoting 

community emergency plans.  Eight additional plans have been received 

this financial year and 77% of Parish Councils now have plans. 

 

A Local Resilience Forum risk treatment workshop was held looking at the 

risk of fires from waste recycling sites.  It was agreed that specific plans 

and procedures were not required but that Humberside Fire and Rescue 

Service should share locations of high risk sites with responding 

organisations. 

 

The Local Resilience Forum is working with the UK Border Force Agency 

to review the Agency’s emergency plans following a mass arrival of illegal 

immigrants in Killingholme, North Lincolnshire.  
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Risk Ref: SR12/08 

Risk Name:  Significant failure, Cyber security breach or loss of ICT systems, including 

telecoms, data, systems, software and hardware 

 

Risk Owner: B Giles 

 

Risk Score:  Highest 

 Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 4 3 12 

Direction of Travel  

Do the above scores reflect the current position?       Yes 

Controls List of Controls: 

ICT strategy and Technical strategy 

ICT security and ICT Computer Usage Policies 
Disaster recovery plan in place, which is tested on a regular basis 

24 hour monitoring in key locations for fire, flood, power and 

temperature 

Business continuity solutions in place 

Regular monitoring of performance levels/call to the Service Desk 

Review and monitoring of licences 

IT Security e-Learning Package 

Resilient Infrastructure 

Offsite data storage 

Multi layered security approach (Defence in Depth) 

Automated server vulnerability patching 

External and Internal IT health checks 

ICT vulnerability management 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective  

 

Internal 

News/Related 

Issues: 

A report on ICT Security is being drafted that will be presented to the 

Overview Management Committee in November. The report has taken 

into consideration any applicable lessons learnt from recent external 

security breaches (e.g. Talk Talk) that have been publicised in the media. 

Full details of the report will be included in next quarters update. 

 

Automated server patching system introduced and password self-service. 

 

External 

News/Related 

Issues: 

 

There has been no external/ news/related items related to this risk during 

the quarter. 
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Risk Ref: SR12/10 

Risk Name:  Failing to recruit and retain an appropriately skilled and motivated 

workforce to meet service needs 

 

Risk Owner: B Giles  

D Smith 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 4 4 16 

Residual 3 3 9 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls List of Controls: 

Clear overarching strategy in place - Workforce Strategy, IIP Gold and 

review recommendations 

Competency Framework specifying competencies 

Workforce planning and inclusion within Business Transformation. 

Workforce Information to support the development of corporate 

initiatives and directorate/service/team plans 

Approaches in place to support recruitment - Recruitment and Retention 

Strategy, Apprenticeship Strategy, Work Placement Strategy, recruitment 

advertising policies and procedures reviewed on a regular basis. 

Approaches in place to support the employment and development of the 

workforce - Competency Framework, Learning and Development Strategy, 

Training matrices and directorate training plans to be rolled out, EDR 

Process, Human Resources Policies – e.g. Attendance Management, 

Probationary Guidelines. 

Workforce morale and engagement - Employee Engagement Strategy, 

Planned Approach to Recognition, Healthy Workforce Strategy, 

Workforce Survey 
  

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 

Issues: 

Ongoing Corporate mileage review considering current allowances and 

mileage rates payable.  Consultation commenced on 21 September 2015 

with staff and Trade Unions on the new proposals and is scheduled to end 

on 6 November 2015. 

 

The external IIP review is currently under way and staff are being 

interviewed by the review team as part of that process.  The findings will 

be announced in November 2015. 

 

The Workforce Strategy has been updated to reflect organisational 

priorities and challenges; it has been developed using a new ‘strategy map’ 
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format to make it more accessible to employees. 

 

The National Minimum Dataset for Social Care submission is currently 

being validated and is expected to be uploaded in October 2015. 

 

A number of Infrastructure and Facilities professional construction staff 

have left ERYC recently for substantially better salaries in the private 

sector, typically between 30 to 50% higher with additional perks eg bonus 

scheme, company car etc. The potential impact of this is increased by 

difficulties in recruiting replacement officers as has been experienced in 

previous years. 

 

External 

News/Related 

Issues: 

 

A recent European legal decision determined that travel to work time for 

those who do not have a defined contractual base should be classed as 

working time under the working time directive and the Council’s current 

practices in relation to this are being explored to determine any 

contractual and policy impact.  

 

The impact of the new National Living Wage is currently being evaluated 

alongside the NJC pay award 2015-2016 both locally and regionally.  The 

Council is preparing its response to consultation on the National pay 

proposals. 
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Risk Ref: SR12/11 

Risk Name:  Inadequate governance arrangements to deliver the corporate priorities, 

including arrangements in relation to data. 

 

Risk Owner: C Lacey 

M Buckley 

B Giles  

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 5 25 

Residual 3 3 9 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls List of Controls: 

Linked planning processes: Sustainable Community Plan/Business 

Plan/Service Plans 

Robust financial management and planning 

Robust performance management 

Robust risk management processes 

Constitution, Finance and Contract Procedure Rules, Scheme of 
Delegation, Policies and Procedures 

Roles and responsibilities clearly defined – job descriptions, 

member/officer roles etc 

Training and employee development reviews 

Codes of conduct (officers and members), whistle blowing policy 

Systems of internal control and internal audit 

Review – Audit Committee, Standards Committee, Scrutiny 

Statutory Officers – Monitoring, CFO, Head of Paid Service 

Relevant and varied channels of communication 

Transparency – publishing spend over £500, FOI 

Results of Annual Governance Statement and associated action plan 

ICT Security Policy 

Transition to Public Service Network 

Information Strategy 

Records Management Policy 

A Council-wide Information Asset Register 

Use of Assets Policy 

Encryption 

Port Control 

Kensington laptop locks 

IT Asset manager 

PSN Code of Connection 

PCI-DSS accreditation 

Prevent access to externally hosted personal file sharing space, i.e. Drop 

box, MyDrive and iCloud  

Information Governance Management board (Data control issues) 

Appointment of a Caldicott Guardian and SIRO 

Action plans from previous breaches 
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Data protection procedures 

Staff training 

Shared drive review 

External inspections 

Contractual arrangements 

More detailed guidance for staff on data protection  

Training at induction for all new recruits on data protection 

Review of the roles and responsibilities of Data Protection Link Officers 

and the minimum scale point for an individual to be a link officer underway 

Use of control records to record responses to subject access requests  

Central register of control records relating to subject access requests  

Prevent access to personal file sharing space from Council owned 

equipment being implemented 

Subject Access Requests 

MobileIron mobile device management 

Annual External and Internal IT Health Check (CESG approved, 

requirement of PSN CoCo) 

IT Vulnerability Management (monthly reports to be provided to IGMB, 

any residual risk to be evaluated and approved by SIRO) 

 

New controls: 
None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 

Issues: 

Annual Governance Statement approved by Audit Committee on 18 

September.  No significant governance issues arose in 2014/15 and the 

statement was published on the website on 30 September 2015. 

Fraud and Corruption and Whistleblowing policies reviewed and minor 

updates approved by Director of Corporate Resources under delegated 

authority. 

Tenancy Fraud Policy has been approved. 

Responsibility for Housing Benefit Fraud Investigation passed to the DWP 

on 1 September 2015.  In-house capacity has been retained to investigate 

Council Tax, Tenancy and Corporate Fraud. 

The Information Security Week 12 – 16 October will highlight hotspot 

information security danger areas and will launch the new data protection 

e learning package. 

 

Guidance will shortly be issued to staff on acceptable use of their ‘P’ drive 

and all ‘P’ drive capacity allocations will be reduced to 2GB.  This will 

deter the storage of personal information. 

 

External 

News/Related 

Issues 

There has been no external news/related issues related to this risk during 

the quarter 
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Risk Ref: SR12/12 

Risk Name:  Failure to appropriately establish, document, implement, maintain and 

continually improve a system for managing environmental impacts, 

especially in light of the challenges posed by climate change including 

pressures on the natural environment. 

 

Risk Owner: P Bell 

M Featherby 

I Burnett 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 4 4 16 

Residual 2 3 6 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls List of Controls: 

Environmental Policy 

Annual Environmental Statements 

Environmental Management System (EMS) 

Energy and Carbon Reduction Management Plan (In Development) 

East Riding of Yorkshire Biodiversity Action Plan 

Environmental Outcomes Section of Council Service Plans 

Rural Strategy 

The Joint Sustainable Waste Management Strategy was adopted by Hull 

City Council and East Riding of Yorkshire Council in June/July 2012.  This 

includes elements relating to this risk 

Emergency response action plans at Leisure Centres have now been 

introduced 

Emergency Response Plans (Vehicle Maintenance Unit) 
Local Flood Risk Management Strategy 

Flood Risk Management Plans 

East Riding Coastal Strategy 

Waterways Strategy 2012-20 

East Riding and North Yorkshire Waterways Partnership 

Hull and East Riding Local Nature Partnership 

Flamborough Head to Gibraltar Point Shoreline Management Plan 

East Riding Coastal Change Fund 

Rollback Policies 

Coastal Change Management Framework (in development) 

Hull and East Riding Green Infrastructure Strategy (in development) 

Quarterly monitoring of resource usage within relevant service strategies 

together with annual monitoring of flood impacts updated as occurred now in 

place 

Monitoring of pollution events needs to be put in place 

Ash Dieback Officer Working Group 

 

New controls: 

None 
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Effectiveness of Controls: 

It has been confirmed that controls remain effective. 

 

Internal 

News/Related 

Issues: 

Biodiversity: Ash dieback Chalara fraxinea 

The Council continues to monitor ash trees on Council owned land, 

especially those in high risk locations with many visitors such as Country 

Parks and Local Nature Reserves. Reports of suspected cases of ash 

dieback on Council managed trees will be investigated by the Council.  All 

other reports will be referred to the Forestry Commission.  The Council 

has an ash dieback officer working group which is considering the 

Council’s response now that the disease is becoming more established in 

the East Riding 

 

Local Flood Risk Management Plan 

Public consultation on the Council’s statutory Local Flood Risk 

Management Plan (LFRMP) is now complete. The documents have been 

amended to take on board the responses and have also undergone a 

formal review by the Environment Agency on behalf of Defra to ensure 

they satisfy legal requirements in respect of reporting to the European 

Commission. The final LFRMP will be taken to CMT and Cabinet in 

October 2015 to be formally adopted.  

 

River Hull Integrated Strategy 

On 10 July 2015 the Council reached a significant milestone when partners 

on the River Hull Advisory Board agreed to adopt the River Hull 

Integrated Strategy. 
 

The Board examined a number of options, culminating in a strategy which 

recommends a £45million package of works over the next five years to 

reduce flooding risk to residents and businesses in Hull and the East 

Riding. The strategy also recommends continued investment in existing 

flood defences over the next 100 years. The strategy proposes a range of 

actions including:  

 Modifying the operational arrangements for the Hull tidal surge 

barrier; 

 Dredging the river south of Tickton, and the removal of sunken 
vessels; 

 Bank raising to several land drains; 

 Modifications to pumping stations; and 

 Upland management to help reduce run-off.  
 

The Strategy and the actions within it will help to manage flood risk at an 

appropriate level to support the future sustainability and viability of the 

area. 

 

DEFRA has recently responded to a £1.2bn bid submitted by the Council 

on behalf of the Humber Local Authorities / Humber LEP for improved 

tidal defences. DEFRA has recently rejected the bid as it stands. Officers 

have significant concerns regarding this and are going to submit a formal 
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response to DEFRA shortly. Based on the decision of CMT/Cabinet, the 

Council may challenge DEFRA's stance. Tidal flooding is by far the largest 

environmental risk to East Riding residents. Officers consider that failure 

to invest in defence’s place the life and health of our residents at risk and is 

likely to have a significant impact on the local economy. 

External 

News/Related 

Issues: 

 

There has been no external news/related issues related to this risk during 

the quarter 
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Risk Ref: SR14/13                                                                                        

Risk Name:  Failure to develop a clear business plan which adequately defines the 

council’s objectives in meeting the needs of the East Riding of Yorkshire 

 

Risk Owner: B Giles 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 4 20 

Residual 3 2 6 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Detailed plan (inc. timescales) for the development of the business plan 

Agreement/clarity regarding the content and format of the business plan 

The financial plan and the business plan are developed in tandem 

Regular updates are submitted to SMT/CMT on the 

development/content of the business plan 

Effective and regular stakeholder consultation and engagement 

Annual review of corporate policies and strategies and of the partnership 

database 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 

Issues: 

There has been no internal news/related issues related to this risk during 

the quarter 

External 

News/Related 

Issues: 

 

There has been no external/ news/related items related to this risk 

during the quarter. 
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Risk Ref: SR14/ 14                                                                                   

Risk Name:  Failure to provide the right education to the required standard which 

builds the capacity and capability of the young people of the  East Riding of 

Yorkshire  

 

Risk Owner: M Furbank  

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 4 2 8 

Residual 2 1 2 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

14-19 Strategic and Operational Groups ensure curriculum and 

qualification offer is relevant to industry needs and client needs  

Schools Challenged to perform well and narrow gaps 

NEETS and unknowns tracked, identified and supported 

Youth service support for vulnerable young people at risk of NEET 

Virtual School and governance panel established and ensure necessary 

support to Children, Young People and Care Leavers who are Looked 

After 

Virtual Head Teacher appointed to take forward strategic development of 

the virtual school, and monitor performance of all LAC pupils 

Strategic School Improvement Partnership School to School Support 

Council funded programme 

Excellence for All fund School Improvement Service 

 

New controls: 

None 

 
Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 
Issues: 

There has been no internal news/related issues related to this risk during 

the quarter 

External 

News/Related 

Issues: 

 

There has been no external news/related issues related to this risk during 

the quarter 
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Risk Ref: SR14/16                                                                                        

Risk Name:  Failure to improve Health and Wellbeing of the population of the East 

Riding 

Risk Owner: T Allison 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 4 4 16 

Residual 4 3 12 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

East Riding Community Plan 

Joint Strategic Needs Assessment 

Health and Wellbeing Strategy 

Joint Health & Social Care Commissioning 

Public Health work programme 

Public Health Strategy Group and Oversight 

Healthy Weight Strategy 

Alcohol Strategy 

Health Protection Assurance 

Children and Young People’s Plan 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 

Issues: 

Commissioning activity with the development of new specifications and 

contracts has continued for sexual health, substance misuse and smoking 

cessation.  The commissioning activity includes Public Health 0-5 children’s 

services from 1 October 2015.   

 

Health Inequalities paper produced for review at the Health and Well 

Being Board. 

 

East Riding of Yorkshire Council won the 2015 APSE award for Health and 
Wellbeing for work between Leisure Services and Public Health. 

 

A system leadership event was held on 18 September 2015 with senior 

leaders from the different organisations responsible for health and social 

care in the East Riding.  This provided an excellent opportunity for driving 

forward systems leadership for the improvement of local health and 

wellbeing. 

 

The new Health and Wellbeing Strategy is being drawn up for agreement 

in 2016. 

 

Work is being undertaken in Withernsea to improve health and wellbeing 

through the use of asset based community development. 
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A peer review of Public Health in the East Riding took place on 19 and 20 

October 2015.  This is the first such review in the country and will offer 

assurance on the work of the team. A full update on the outcome will be 

included in next quarters report. 

 

External 

News/Related 

Issues: 

 

The national direction for NHS policy continues to have a renewed focus 

on prevention which could have a significant impact on local health and 

wellbeing. 

 

Financial allocations for the Public Health Grant and for Public Health 

services for those aged 0-5 have been included within the baseline for 

2015-16, from 1 October 2015.   

 

Commissioning of Public Health Services for children aged 0-5 transferred 

from NHS England to local authorities on 1 October 2015 

 

The level of in-year cut to the local Public Health Grant has yet to be 

finalised, following national consultation.  The Public Health Grant budget 

for 2016/17 and future years has yet to be announced and will be subject 

to the Comprehensive Spending Review. 
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Risk Ref: SR14/ 17                                                                                   

Risk Name:  Failure to provide the right adult education to the required standard which 

builds the capacity and capability of the residents of the  East Riding of 

Yorkshire  

Risk Owner: P Bell  

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 4 5 20 

Residual 3 4 12 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of controls: 

Employment, Education and Skills Statement of need 

Employment, Education and Skills Curriculum Plan 

Post Inspection Action Plan 
Quality Improvement Plan 

Annual Self Assessment Report 

Humber LEP Strategic document – Lifting the Lid 

Skills Funding Agency Minimum Levels Performance Standards ( MLP’s) 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective 

 

Internal 

News/Related 

Issues: 

Service inspected by Ofsted September 22 - 25 - awaiting confirmed 

internal news gradings but initial feedback shows quality improvements.  

Final report due in October 2015. Once the final confirmation has been 

received the risk score will be reviewed and any changes will be included 

the next quarters update. 

 

Intensive staff training and development day for all staff 11 September – 

developing teaching and assessment skills and preparation for new 

Inspection Framework. 

 

External 

News/Related 

Issues: 

 

A meeting was held with the Skills Funding Agency Intervention Manager in 

September 2015 to agree the strategic approach to raising our 

performance above the minimum standards. 
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Risk Ref: SR12/O/1 

Risk Name:  Facilitating growth of the local economy 

 

Risk Owner: P Bell 

S Hunt 

I Burnett (new control added) 

 

Risk Score:  Highest 

Impact 

Likelihood Total Risk Score 

Inherent 5 3 15 

Residual 4 2 8 

Direction of Travel  
Do the above scores reflect the current position? Yes 

Controls: List of existing controls: 

Economic Development Strategy 2012-16 

Lobbying. 
Rural Strategy 2013-16 

Visit Hull and East Yorkshire Business Plan 

East Riding Broadband Plan 

East Riding Cultural Strategy 2011-2015 

East Riding Local Plan and existing Local Plans 

Paull Local Development Order 

Hull and Holderness Flood Alleviation Strategy (enabler for the Paull 

Enterprise Zone)  

Greenport Growth Regional Growth Fund programme 

Business Expansion Regional Growth Fund programme 

Enterprise Zones 

Hull and Humber City Deal 

Public Protection Services business advice and guidance programme 

Licensing Services fee reviews 

Humber and York, North Yorks and East Riding Local Enterprise 

Partnerships (LEPs), Strategic Economic Plans (SEPs) and Growth Deals 

 

New controls: 

None 

 

Effectiveness of Controls: 

It has been confirmed that controls remain effective.  

 

Internal 

News/Related 

Issues: 

A series of Siemens Careers Events took place in September and October 

run by Green Port Hull, in partnership with Siemens and Job Centre Plus. 

The Council's business support team have appointed a Supply Chain 

Coordinator to identify and share supply chain opportunities with local 

businesses, to improve working relationships with developers and Original 

Equipment Manufacturers (OEMs). 

 

The new Leader programme will provide £2.1m of funding to the East 

Riding for projects that create jobs, help businesses to grow, and benefit 

the rural economy. A meeting was held with DEFRA in September to 

resolve contractual issues on the new programme and it is anticipated that 
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the legal agreement should be completed in October.  Due to delays at a 

national level, the programme is unlikely to be publically launched until 

January 2016. 

 

The Coastal Opportunities Gateway (COG) project, as funded through 

the Government's Coastal Communities Fund, was launched at a Business 

Week event in Withernsea.  It will deliver a programme of business 

support and training in coastal areas until December 2016. 

 

The public examination of the East Riding Local Plan continues. 

Modifications to the plan were published for public consultation ending on 

11 May 2015 and further public hearing sessions were held on 14 and 15 

July. Subject to the independent inspector finding the plan to be ‘sound’, 

the Council anticipates adopting the plan in early 2016. 

 

External 

News/Related 

Issues: 

 

 

In response to an invitation from Government to cities and regions 

regarding the development of devolution proposals, formal submissions 

were put forward to Government on 4 September; the East Riding of 

Yorkshire has approached Government as part of a ‘York, North 

Yorkshire and East Riding’ proposal. The Government is expected to 

respond to these proposals at the Spending Review on 25 November. Due 

to the diverse nature of devolution propositions submitted, it is anticipated 

that details relating to a small number of deals will be announced, which 

will be accompanied by an improved understanding of the common 

devolution offer. 

 

The English indices of deprivation 2015 were published on 30 September 

and update the previous release for 2010. These will be analysed in more 

detail during the next quarter to monitor changes in relative levels of 

deprivation that exist across the East Riding of Yorkshire, particularly our 

priority 1 regeneration areas. 
 

The UK economy is estimated to have grown by 0.7% in the second 

quarter of 2015 (Apr-Jun). 

 

The UK employment rate for the twelve months ending March 2015 stood 

at 72.6%, which is the highest recorded rate since June 2008. The East 

Riding of Yorkshire, by comparison, reported an employment rate of 

77.3% over the same period – the highest rate for 8 years.  Meanwhile the 

UK unemployment rate was 6.1%, falling each quarter since June 2012. The 

rate has marginally increased in the East Riding of Yorkshire to 4.5%, yet 

the results recorded for the latest two quarters are at their lowest since 

March 2009. 
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EAST RIDING OF YORKSHIRE COUNCIL 

 
Report to: Audit Committee 
  22 January 2016 

Wards: All 
 

 
Process for the production of the 2015/16 Annual Governance Statement. 

 

 
Report of the Interim Director of Corporate Resources 
 
A. Executive Summary 

 
This report outlines the process for the production of the 2015/16 Annual Governance 
Statement (AGS). 
 

B. Corporate Priorities 2011-16 
 
 Reducing Costs, Raising Performance 
 
C. Portfolio  
 
 Council Corporate Service and Performance 
 
D. Recommendation and Reason for Recommendation 

 
It is recommended that the process for the production of the 2015/16 Annual Governance 
Statement is approved. 
 

1. Process for the production of the 2015/16 Annual Governance Statement. 
 
1.1 Planning for the production of the 2015/16 Annual Governance Statement (AGS) is well 

underway. 
 

1.2 It is the intention to adhere to a similar process as last year to ensure a thorough and timely 
production of the AGS for 2015/16.  

 
1.3 The draft AGS will be presented for approval to the Audit Committee meeting in June 2016. 

Any subsequent amendments to the approved draft will be presented to the Audit 
Committee meeting in September 2016. 
 

1.4 Internal assurances will continue to be evidenced in the main by the completion of Annual 
Assurance Proformas, which will require formal sign off by relevant SMT and CMT 
members. 
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1.5 Assurance in respect of Schools will again be in the form of Schools Financial Value 
Standard (SFVS) self-assessments which require formal sign off by the Chair of Governors. 
 

1.6 A detailed timetable will be issued to SMT and CMT in January/February 2016 
incorporating the above and the assurance evidence required from key strategic partners. 
The key dates in this are: 

 

Date Event 

7 March 2016 Pro-forma assurance statements sent out 

8 April 2016 Deadline for return of assurance statements 

6 June 2016 CMT meeting, at which: 

 CMT consider the Audit and Governance Annual Report and 
Opinion and Draft AGS and Action plan 

 Consideration of these reports and evaluation by CMT, their 
agreement of: 

 The robustness of assurances;  

 Any significant governance issues requiring disclosure in 
the AGS; and  

 Items for inclusion in the Action Plan  

 CMT approve reports for circulation to Audit Committee 

16 June 2016 All reports circulated to Audit Committee 

24 June 2016 Audit Committee meeting, at which: 

 AGS and Action Plan are approved; and  

 Signature of the AGS by the Leader and the Chief Executive is 
recommended  

30 September 
2016 

AGS published on Council’s website 

 
1.7 Last year’s review of the effectiveness of the Council’s governance arrangements identified 

that there were no significant issues which warranted any remedial action or inclusion in the 
AGS.    

 
 Caroline Lacey 

Interim Director of Corporate Resources 
 
 

Contact Officer: Carl Braddy 
 Audit & Technical Manager 
Telephone Number: 01482 394105 
Email: carl.braddy@eastriding.gov.uk 
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EAST RIDING OF YORKSHIRE COUNCIL 

  
Report to: Audit Committee 

22 January 2016 
         Wards:  All  

 

 
Review of External Audit Recommendations, Including Follow up of Previous 

Recommendations 
 

 
Report of the Interim Director of Corporate Resources 
 

A. Executive Summary 
 

Through its audit and inspection work, the external auditor makes recommendations to the 
Council to improve systems and procedures.  Ensuring implementation of these 
recommendations is a key part of the Council’s governance arrangements. 
 
In January 2015, the Audit Committee received a report which followed up recommendations 
made in all external audit reports issued up to 31 December 2014.  All recommendations were 
found to have been fully implemented with one exception which had been partly implemented 
and was expected to be fully complete by 31 March 2015. 
 
One further recommendation has been made in those external audit reports issued since the last 
Audit Committee review (reports issued during the period 1 January 2015 – 31 December 2015).  
 
Both of these recommendations have been followed up and it was found that: 
- The outstanding external audit recommendation made in those reports issued up to 31 

December 2014 had been fully implemented. 
- The external audit recommendation made in those reports issued up to 31 December 2015 

had been partially implemented and actions were in progress to achieve full implementation 
by 31 March 2016.   

 
B. Corporate Priorities 2011-16 
 

Reducing Costs, Raising Performance 
  
C. Portfolio  
 
 Council Corporate Service and Performance 
 
D. Recommendation and Reason for Recommendation 
 

It is recommended that the progress made in implementing the external auditor’s 
recommendations is noted. 
 

1. Background 
 
1.1 The implementation of the external auditor’s (KPMG) recommendations is an important part of 

the Council’s governance processes and ensures maximum value is obtained from the auditor’s 
work. 
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1.2 In January 2015, the Audit Committee received a report which followed up recommendations 

made in external audit reports.  All recommendations made up to that point in time were found 
to have been implemented with one exception which was due for completion by 31 March 2015.  

 
1.3 During the period January 2015 to December 2015, the external auditor issued eight reports to 

the Council which contained one further recommendation. 
 
1.4 Both of these recommendations have been followed up and their current status is shown in 

Appendix A. 
 
2. Reports Issued During the period January 2015 – December 2015 
 
2.1 Certification of grants and returns 2013/2014 (issued January 2015)  

This report summarised the results of work on the certification of the Council’s 2013/2014 
grant claims. No significant issues or errors with the claims/returns were identified and no 
recommendations were made.  
 

2.2 External audit progress report and technical update (issued January 2015) 
This report provided the Audit Committee with an overview on progress in delivery of the 
external auditor’s responsibilities and the main technical issues currently having an impact in 
local government.  It did not contain any recommendations. 
 

2.3 External Audit Plan 2014/15 (issued February 2015) 
This report described how KPMG will deliver its financial statements audit work for the Council 
and the East Riding Pension Fund. It did not contain any recommendations. 
 

2.4 External audit progress report and technical update (issued June 2015) 
This report provided the Audit Committee with an overview on progress in delivery of the 
external auditor’s responsibilities and the main technical issues currently having an impact in 
local government.  It did not contain any recommendations. 

 
2.5 Report to those charged with governance (ISA 260) 2014/15 (issued September 2015) 

This report summarised the key issues identified during the audit of the financial statements for 
the year ended 31 March 2015 for both the Council and the East Riding Pension Fund and gave 
an assessment of the Council’s arrangements to secure value for money in its use of resources.  It 
contained one recommendation. 
 
The actions agreed to be taken in order to implement this recommendation have been followed 
up and their status is detailed in Appendix A.  
 

2.6 Independent auditor’s report to the members of East Riding of Yorkshire Council (issued 
September 2015) 

 The external auditor’s opinion on the Council’s financial statements – no recommendations. 
 
 
2.7 Independent auditor’s report to the members of East Riding of Yorkshire Council on the East 

Riding Pension Fund Financial Statements (issued September 2015) 
 The external auditor’s opinion on the Pension Fund’s financial statements – no 

recommendations. 
 
2.8 Annual Audit Letter 2014/15 (issued October 2015) 

The report summarised the key findings from the 2014/15 audit of the Council and the East 
Riding Pension Fund and concluded the audit. It did not contain any recommendations. 
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3. Conclusion 
 
3.1 All external audit recommendations will have been implemented by 31 March 2016. 
 
 
 
 

Caroline Lacey 

Interim Director of Corporate Resources 
 
Contact Officer: Carl Braddy 
   Audit & Technical Manager 
Telephone No: 01482 394105 
Email Address: carl.braddy@eastriding.gov.uk 
Background Papers: None  
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FOLLOW UP OF RECOMMENDATIONS MADE BY THE EXTERNAL AUDITOR       APPENDIX A 
 

Report Issue & Implication Recommendation Management Response & Agreed Action Responsible 
Officer/ 
Target Date 
/Revised 
Date 
 

Action Update as at 
January 2016 

Status as at 
January 
2016 

Recommendations from external audit reports issued up to 31 December 2014 

Certification of 
grants and 
returns 
2012/13 (issued 
January 2014) 
 
 
 
 
 
 
 

Expenditure errors 
 
Issue – Expenditure was 
included from an 
incorrect accounting 
period. 
 
Implication – Only 
expenditure relating to 
the period of the claim 
may be included. 
Incorrect expenditure 
could lead to money 
being withheld by the 
grant paying body.  

Ensure all staff involved 
in the preparation of 
grant claims know how 
to identify the correct 
period’s expenditure. 

 Verification processes will be tightened to 
ensure only qualifying expenditure is included in 
future claims. 
 
 
 
 
 
  
 

Gary 
Measom/  
Helen 
Priestley      
31/03/15  
 
    

 Accountancy staff have been 
reminded to check all grant 
claims agree to the Financial 
ledger to ensure that the 
correct periods are identified 
and the Finance Manual of 
Guidance has been updated. 
 
KPMG LLP reported in 
January 2015 that it is 
satisfied that the Council has 
improved its arrangements 
and has addressed the 
recommendation. 

Complete 

Recommendations from external audit reports issued between January 2015 and December 2015 

Report to those 
charged with 
governance 
(ISA 260) 
2014/15 
  
 

Substantive testing 
identified that included in 
short term creditor and 
short term debtor 
balances were a number 
of highways rechargeable 
works account balances. 
These balances should 
have been recorded in the 
Comprehensive Income 
and Expenditure 
Statement and not left in 
the Balance Sheet. There 
is a risk that income or 
expenditure is not 
accounted for correctly in 
both the budget 
monitoring during the 

Ensure that controls are 
established to ensure 
that rechargeable works 
and similar accounts are 
regularly reviewed to 
ensure that proper 
financial monitoring is 
maintained throughout 
the year end and 
correctly accounted for 
at the financial year end. 

Controls have been established as follows: 
 

 Automated production of budget 
monitoring reports has been implemented 
in the 2015/16 financial year through 
utilisation of the Authority’s new financial 
reporting system, TechnologyOne. This 
automation ensures that all revenue income 
and expenditure is accounted for in budget 
monitoring reports. 

 

 Account code hierarchies will be amended 
so that highways rechargeable works codes 
are correctly included in Highways & 
Transport Services or Trading operations 
as appropriate, in accordance with the 
CIPFA Service Reporting Code of Practice. 

 

Georgina 
Bristow 

 
 
This control continues to 
operate.  
 
 
 
 
 
 
 
Account codes are under 
review to ensure compliance 
with CIPFA Service 
Reporting Code of Practice. 
To be completed by 31 
March 2016 
 

Partially 
Completed 
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Report Issue & Implication Recommendation Management Response & Agreed Action Responsible 
Officer/ 
Target Date 
/Revised 
Date 
 

Action Update as at 
January 2016 

Status as at 
January 
2016 

year and the financial 
statements at the year 
end.  

 A process was established in 2014/15 
which requires all new account codes, and 
their location in reporting hierarchies for 
budget monitoring and the Statement of 
Accounts, to be checked and authorised by 
a Principal Accountant in the Financial 
Planning and Reporting section. This 
ensures that the correct accounting in 
accordance with the CIPFA Service 
Reporting Code of Practice for all new 
codes is established at the outset. 

 

 A control will be established to check year-
end balances in the revenue account that 
have been cleared to zero have been 
correctly accounted for elsewhere in the 
Comprehensive Income and Expenditure 
Statement or correctly accounted for as an 
asset/liability in the Balance Sheet. 

 

 Annual checks of debtors and creditors 
balances will be undertaken to ensure that 
they do not include any carried forward 
surpluses or deficits. 

 

 Closedown procedures will be updated to 
explicitly state that revenue surpluses or 
deficits cannot be carried forward as 
assets/liabilities on the balances sheet and 
must be recognised in the Comprehensive 
Income and Expenditure Statement during 
the year in which they arise. 

 
  

 
 
This control continues to 
operate.  
 
 
 
 
 
 
 
 
This control has been 
incorporated into the 
Closedown Plan as a specific 
job to be completed.  

 
 
 
This control has been 
incorporated into the 
Closedown Plan as a specific 
job to be completed. 
 
 
Closedown guidance notes 
have been updated to convey 
this message.  These will be 
circulated to teams in 
February 2016.  In the 
interim, Finance Managers 
and their teams have been 
alerted during 2015/16.  
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee   

22 January 2016  

 

Wards: 

 

 

 

 

Statement of Accounts 2015/16 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

 A review of the closedown process has been undertaken to identify areas for 

improvement, to make preparations for an earlier statutory deadline for unaudited 

accounts of 31 May required by 2017/18, and to ensure the completion deadline of 

10 June in 2015/16 is met to allow two weeks of quality analysis checks before sign-

off.  The key stages in the closedown process have been summarised in the critical 

path at Appendix A.  

 There are new accounting and disclosure requirements for 2015/16 from the 
introduction of International Financial Reporting Standard 13 Fair Value 

Measurement.  This new standard is not expected to have a material impact on the 

financial statements.  

 Progress on the closure of accounts, together with any significant missed deadlines 

will be reported if necessary to CMT.  

 

B. Corporate Priorities 2011-2016 

 

 Reducing costs, raising performance 

  

C. Portfolio 

 

 Key Strategic Issues 

 

D. Recommendation 

 

It is recommended that members note the approach to the 2015/16 closedown process.  

 

1. Background  

 

1.1 The 2015/16 Statement of Accounts will be certified as showing a true and fair view by the 

S151 Officer by 30 June 2016.  This complies with the Accounts and Audit Regulations 

2015 requirement for certification by 30 June 2016.  

 

All wards 
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1.2 The accounts will be audited and the Audit Committee will be asked to approve the 

accounts at the September meeting, in accordance with the Accounts and Audit 

Regulations 2015.  

 

1.3 The 2014/15 accounts received an unqualified audit opinion from our external auditors 

KPMG.  

 

2. Approach for the preparation of 2015/16 and future years Statement of 

Accounts  

 

2.1 The Accounts and Audit Regulations 2015 require that, by 2017/18, the Statement of 

Accounts must be prepared by 31 May and the audit of the statements completed by 31 

July.  To ensure the Council is prepared to meet the earlier deadline, the 2015/16 

closedown timetable has been reviewed and closedown jobs have been brought forward.  

 

2.2 The valuation of the Council’s property has been identified as an area key to the 

achievement of the earlier deadline. Liaison with colleagues in the valuation and estates 

department is taking place to ensure the valuation of the Council’s property is prepared 

earlier.  

 

2.3 Normal preparations for the 2015/16 year-end are underway with the aim of ensuring the 
closedown process runs smoothly and timescales are met. This includes: 

 

 partial/early completion of selected closedown jobs where possible; 

 production of guidance notes to all directorates; and, 

 production of a comprehensive timetable.  
 

2.4 Detailed guidance notes will be issued to Directors in February for distribution to relevant 

officers.  

 

2.5 A “critical path” that summarises the key stages within the closedown period is shown at 

Appendix A.  

 

2.6 Progress on the closure of the accounts, or any significant missed deadlines that threaten 

the achievement of the statutory deadline of 30 June will be reported to CMT if necessary.  

 

3. New requirements for 2015/16  

 

3.1 The 2015/16 Code of Practice includes some changes, the most significant being 

International Financial Reporting Standard 13 (IFRS 13) Fair Value Measurement.   

 

3.2 IFRS 13 is a new standard that has been introduced to improve consistency and 

comparability in fair value measurements and related disclosures through a fair value 

hierarchy.  Further information on the standard is included in paragraphs 2.2 and 2.3 of the 

Accounting Policies report (the next agenda item).  This standard will be applied 

prospectively and it not expected to have a material impact on the Council’s accounts.  
 

3.3 Work is underway to ensure the 2015/16 statement of accounts appropriately reflect the 

amendments to the Code.  
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4. Conclusion  

 

4.1 The closure of the accounts is a corporate project involving all services. The Council has 

achieved an unqualified audit opinion since the inception of ERYC.  

 

4.2 Work has commenced on the 2015/16 closedown process and a critical path has been 

finalised.  

 

 

 

Caroline Lacey 

Interim Director of Corporate Resources 

 

 

Contact Officer: Julian Neilson  

 Interim Head of Finance  

Telephone Number: 01482 394100 

E.mail: julian.neilson@eastriding.gov.uk  

 

Contact Officer: Georgina Bristow  

 Principal Accountant 
Telephone Number: 01482 394263 

E.mail: georgina.bristow@eastriding.gov.uk  

 

Background Papers: None 
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Appendix A 

 

 

 

 

SUMMARY OF STAGES IN THE CLOSEDOWN PROGRAMME

'THE 2015-16 CRITICAL PATH'

Stage Period Activities

1 Before 31 March • Send pension and payroll data to the Actuary

• Complete property revaluations 

• Enter leave carryforward onto E-leave system

• Arrange inventory (stock) valuations

• Debtor accounts raised to bank account schools and invoices paid

• Bank cash income

• Supplies & Grant funded invoices to be financed from old year resources to be processed

2 During April • All revenue invoices / debtor request forms processed

• All IDA's, accruals and provisions processed

• Inventory (Stock) certificates and declarations produced

• Valuations completed and asset registers updated

• Income - Cash Book to Funds to Ledger reconciliation

• IAS19 report received from Actuary

• Impairments of debt journalled to ledger

• Capital enhancement expenditure componentised and asset registers updated

• Stocks and Work In Progress certificates received and calculations completed

• Capital financing finalised

• Apply grant financing

• Bank Reconciliation achieved

3 During May • Reserves created

• Allocate Support Service Charges (Corporate Directorates)

• Allocate Depreciation & Impairment Charges

• Clear out control accounts / holding accounts

• Commence preparation of notes to the accounts

• Allocate Support Service Charges within Directorates

• Finalise HRA

• Finalise Capital / Revenue accounts

• Ledger shut

• Asset Registers reconciled

• Pension Fund accounts provided

• Prepare Collection Fund

• Financial Instruments finalised

• MRP / Debt Charges finalised

• Confirmation / reconciliation of all balance sheet account balances

4 During June • Complete notes to the accounts

• Explanatory Foreword written

• All other sections in the Statements of Accounts completed

• Final checks made to the Statement of Accounts

• Section 151 Officer signs the Statements of Accounts

• Accounts are published and available for public inspection

5 Beyond June • Prepare Whole of Government Accounts return

• Outturn figures reported

• RO / CO forms completed

• Audit takes place and audit opinion received

• Audit Committee approve the Statement of Accounts

• Statement of Accounts published on website

• Advertise completion of audit

(Education, Leisure and Libraries, Planning , Environment and Technical Services Group)(Systems Group)(General)
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee   

22 January 2016  

 

Wards: 

 

 

 

 

Accounting Policies - Statement of Accounts 2015-16 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

 Accounting policies are the principles, bases, conventions, rules and practices applied 

that specify how the effects of transactions and other events are to be reflected in 

the financial statements.   

 The 2015 Code of Practice on Local Authority Accounting requires changes to 

accounting policies for 2015/16. 

 The Code also requires disclosure of changes to policies that will apply from 2016/17 
in the 2015/16 Statement of Accounts.  These changes will be identified in the 2016 

Code, which has yet to be published, and will be reported to the June Audit 

Committee.  

 New regulations require the 2017/18 financial statements to be audited and published 

by 31st July 2018, this is two months earlier than is currently required. 

 

B. Corporate Priorities 2011-16 

 

 Reducing costs, raising performance 

  

C. Portfolio 

 

 Key Strategic Issues 

 

D. Recommendation 

 

It is recommended that the accounting policies for the 2015/16 accounts are approved. 

 

1. Background  

 

1.1 The Audit Committee is required to approve, each year, the significant accounting policies, 

which are the principles, bases, conventions, rules and practices applied that specify how 

the effects of transactions and other events are to be reflected in the financial statements.   

 

All wards 
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1.2 This report details at Appendix A the policies proposed for application in preparing the 

2015/16 accounts.  The proposed accounting policies are in accordance with the Code of 

Practice on Local Authority Accounting in the United Kingdom 2015/16 based on 

International Financial Reporting Standards (IFRS) (The Code).  

 

2. Accounting Policies 2015/16 

 

2.1 There are no new accounting policies adopted by the 2015/16 Code.  However, there are 

changes to accounting policies following the introduction of International Financial 

Reporting Standard 13 (IFRS 13) – Fair Value Measurement and these have been 

incorporated into the Council’s accounting policies. 

 

2.2 IFRS 13 is a new standard introduced to improve consistency and comparability in fair 

value measurements and related disclosures through a fair value hierarchy.  It defines fair 

value as the price that would be received to sell an asset or paid to transfer a liability in an 

orderly transaction between market participants at the measurement date under current 

market conditions.  An orderly transaction is a transaction that reflects the price that 

would apply in the normal course of business.  The standard applies when another IFRS 

requires or permits fair value measurements or disclosures about fair value measurements 

(with some exceptions).  

 
2.3 An example of how this will apply to the Council can be seen in the valuation of some fixed 

asset categories.  The change will affect our valuation of surplus and assets held for sale 

from 2015/16.  These are currently valued at existing use value (use prior to re-

classification as surplus or asset held for sale) but will be valued at their highest and best 

use regardless of what the intention might be for future use.  This standard will be applied 

prospectively.     

 

2.4 Consideration is being given to increasing deminimus levels for those categories of 

Property, Plant and Equipment in the Council’s Balance Sheet that are currently set at £0.  

An increase in deminimus levels would benefit the Council by reducing officer time 

involved in preparing valuations and the processing of those valuations and other related 

entries in the asset register, ledger and accounts.  This will be of particular importance as 

the timescales for the preparation of the accounts are shortened following the changes 

introduced in the Accounts and Audit Regulations 2015.  The regulations came into force 

on 1st April 2015 and include the requirement for accounts prepared and available for 

public inspection by 1 June. They must then be audited, approved and published by no later 

than 31st July. Transitional provisions have been granted for periods beginning 2015 and 

2016 so the first Statement of Accounts to be affected will be 2017/18.  Any revenue 

budget implications will be considered, and liaison with the External Auditors KPMG will 

take place before any recommendation is made regarding a change to the accounting 

policy.    

 

3. Accounting Policies to be adopted in 2016/17 

 

3.1 The Council is also required by the Code to disclose information relating to the impact of 

changes to accounting standards which have been issued by 1 January of the current 

financial year, 1 January 2016, but will not be adopted by the Code until the financial year 

2016/17.  The new/changes to standards and their impact will be identified when the 

2016/17 Code is published.  The accounting policies will be updated and reported to the 

June Audit Committee. 
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4. Significant Judgements and Estimation Uncertainty 

 

4.1 The Council is also required by the Code to disclose information relating to the significant 

judgements, assumptions and estimations that have been made in the preparation of the 

accounts (sections XXXII to XXXIII). 

 

4.2 Whilst work on the financial statements is in the early stages, disclosure of the significant 

judgements and estimation uncertainty is in draft form.  An update will be provided to the 

June Audit Committee although significant changes are not expected. 

 

5. Conclusion  

 

5.1 Accounting policies are the accounting principles, bases, conventions, rules and practices to 

be applied in producing the Statement of Accounts. 

 

5.2 The accounting policies have been updated for 2015/16 and require approval by the Audit 

Committee.   

 

5.3 Further changes to the policies, other than potential changes to Property Plant and 

Equipment deminimus levels referred to in paragraph 2.4 are not anticipated for the 

2015/16 accounts.  Should further changes become necessary as the accounts production 
progresses, they will be reported to the June Audit Committee alongside the update to 

significant judgements and estimation uncertainty. 

 

 

Caroline Lacey 

Interim Director of Corporate Resources 

 

 

 

Contact Officer: Julian Neilson  

 Interim Head of Finance  

Telephone Number: 01482 394100 

E.mail: julian.neilson@eastriding.gov.uk  

 

Contact Officer: Georgina Bristow  

 Principal Accountant 

Telephone Number: 01482 394263 

E.mail: georgina.bristow@eastriding.gov.uk  

 

Background Papers: None 
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  Appendix A 

1. ACCOUNTING POLICIES 

I. GENERAL 

The Statement of Accounts summarises the Authority’s transactions for the 2015/16 financial year and its 
position at the year-end of 31 March 2016.  The Authority is required to prepare an annual Statement of 
Accounts by the Accounts and Audit Regulations 2015, which demands that they be prepared in accordance 
with proper accounting practices.  These practices primarily comprise the Code of Practice on Local 
Authority Accounting in the United Kingdom 2015/16 (the Code), the 2015/16 Code update and the 
Service Reporting Code of Practice 2015/16, supported by International Financial Reporting Standards 
(IFRS). 

The accounting convention adopted in the Statement of Accounts is principally historical cost, modified by 
the revaluation of certain categories of property, plant and equipment and financial instruments.  The 
accounts are prepared on a going concern basis. 

As permitted under the Code, the concept of materiality has been utilised when determining appropriate 
disclosures to be made in the financial statements.  Information is not material if omitting or misstating it 
would not influence the decisions of an informed user of the statements.  

II. PRIOR PERIOD ADJUSTMENTS, CHANGES IN ACCOUNTING POLICIES, ESTIMATES 
AND ERRORS 

Prior period adjustments may arise as a result of a material change in accounting policies or to correct a 
material error. 

Material errors discovered in prior period figures are corrected retrospectively by amending opening balances 
and comparative amounts for the prior period i.e. as prior period adjustments. Changes in accounting 
policies are only made when required by proper accounting practices or the change provides more reliable or 
relevant information about the effect of transactions, other events and conditions on the Authority’s 
financial position or financial performance.  Where a material change is required, it is applied retrospectively 
(unless stated otherwise) by adjusting opening balances and comparative amounts for the prior period as if 
the new policy had always been applied i.e. a prior period adjustment is made unless stated otherwise.   

A change in accounting policy generally requires the disclosure of three Balance Sheets to reflect the impact 
on the current period, the end of the preceding period and the impact on the opening Balance Sheet of the 
previous period.   

The nature and impact of any prior period adjustments required will be explained in a separate note to the 
accounts.  

Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected 
by the change, there is no prior period adjustment.   

III. INTERESTS IN COMPANIES AND OTHER ENTITIES 

The Authority does not have material interests in companies and other entities that have the nature of 
subsidiaries, associated companies or jointly controlled entities. Group accounts have therefore not been 
prepared. In the Authority’s own single entity accounts, the interests in companies and other entities are 
recorded as financial assets at cost, less any provision for losses. Should the Authority be required to prepare 
group accounts, an entity will not be included if it is not material.  

IV. ACCRUALS OF EXPENDITURE AND INCOME (CREDITORS AND DEBTORS) 

The accounts of the Authority are prepared on an accruals basis.  This means that the sums due to or from 
the Authority during the year are included in the accounts, whether or not the cash has actually been received 
or paid in the year in question.  Accruals have been made for all known material revenue and capital debtors 
and creditors for goods and services supplied by and to the Authority during the year, including services 
provided by employees. 
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V. SIGNIFICANT ITEMS 

When items of income and expenditure are material, their nature and amount is disclosed separately, either 
on the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, 
depending on how significant the items are to an understanding of the Authority’s financial performance.   

 

VI. REVENUE RECOGNITION 

The revenue recognition policy covers the sale of goods (produced by the Authority for the purpose of sale 
or purchased for resale), the rendering of services (excluding services directly related to construction 
contracts), interest, royalties and dividends, non-exchange transactions (i.e. council tax) and where previously 
a liability had been recognised (i.e. creditor) on satisfying the revenue recognition criteria.   

Revenue is recognised and measured at the fair value of the consideration receivable.  However, if payment is 
on deferred terms, the consideration receivable is recognised initially at the cash price equivalent.  The 
difference between this amount and the total payments received is recognised as interest revenue in the 
Surplus or Deficit on Provision of Services.  Short duration receivables with no stated interest rate are 
measured at original invoice amount where the effect of discounting is immaterial.  There is no difference 
between the delivery and payment dates for non-contractual, non-exchange transactions i.e. revenue relating 
to council tax and non-domestic rates, and therefore these transactions are measured at their full amount 
receivable. 

VII. TRADE AND OTHER RECEIVABLES 

Trade and other receivables are not recognised when the Authority becomes committed to supply the goods 
or services but when the ordered goods or services have been delivered or rendered.  With the exception of 
financial instruments, they are recognised and measured in accordance with the revenue recognition policy. 

VIII. TRADE AND OTHER PAYABLES 

Trade and other payables are not recognised when the Authority becomes committed to purchase the goods 
or services but when the ordered goods or services have been delivered or rendered.  With the exception of 
financial instruments, they are recognised and measured in accordance with the revenue recognition policy 
(receipts in advance). 

IX. CASH AND CASH EQUIVALENTS 

Cash includes all bank credit balances and overdrafts held by the Authority as part of its normal cash 
management, including all deposit accounts accessible without notice. 

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of 
cash and which are subject to an insignificant risk of change in value. Cash equivalents include investments 
with a fixed maturity of three months or less from the date of acquisition and available for sale assets such as 
cash placed in money market funds. 

X. SUPPORT SERVICE COSTS 

Charges for support services are made in accordance with the Service Reporting Code of Practice 2015/16 
using the principles of total absorption costing.  This means that the cost of each service reflects materially 
all of the direct, indirect and overhead costs that have been incurred in providing the service.  Costs that are 
not chargeable to service total cost, as they relate to the elected and multi-purpose nature of the Authority, 
are disclosed separately as Corporate and Democratic Core and Non Distributed Costs. 

XI. INTEREST RECEIVABLE OR PAYABLE 

The effective interest rate method is used to measure the carrying value of a financial asset or liability 
measured at amortised cost, and to allocate associated interest income or expense to the relevant period.  
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts 
through the expected life of the financial instrument to equal the amount at initial recognition.  The effective 
interest is adjusted to the actual interest payment or receipt through the Movement in Reserves Statement to 
ensure only actual interest is charged to council tax. 
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For financial assets and liabilities carried at cost because the effective rate of interest is the same as the 
carrying rate of interest, the carrying value is adjusted for accrued interest. 

XII. GRANTS AND CONTRIBUTIONS 

All Revenue, Revenue Expenditure Funded from Capital under Statute (REFCUS) and Capital grants and 
contributions with conditions attached are held as receipts in advance on the Balance Sheet until such time as 
the condition no longer applies, at which point the grant/contribution is recognised as income in the 
Comprehensive Income & Expenditure Statement.  Conditions are stipulations that specify that the future 
economic benefits or service potential embodied in the asset or service acquired using the grant or 
contribution are required to be consumed by the recipient as specified, or future economic benefits or 
service potential must be returned to the transferor. 

Specific revenue and REFCUS grants and contributions are accrued and credited to income within service 
revenue accounts when the conditions regarding their use are met.  Any income credited to service revenue 
accounts in excess of the expenditure they are intended to fund are, subject to approval, appropriated to 
revenue grants and contributions unapplied earmarked reserves from the General Fund Balance in the 
Movement in Reserves Statement until the expenditure is incurred.  When the expenditure is incurred, the 
grant/contribution is appropriated back to the General Fund in the Movement in Reserves Statement to 
ensure that there is no adverse impact on the council tax position.  Revenue and REFCUS grants and 
contributions to cover general expenditure, including Revenue Support Grant, National Non Domestic Rate 
redistribution and unringfenced government grants are credited to Taxation and Non-Specific Grant Income 
and Expenditure at the foot of the Comprehensive Income and Expenditure Statement.  REFCUS grants 
and contributions are reversed out of the General Fund Balance in the Movement in Reserves Statement to 
either the Capital Adjustment Account if the grant/contribution has been used to finance capital expenditure 
in the year, or to the Capital Grants Unapplied Account Reserve until it is applied to fund capital 
expenditure, at which point it is transferred to the Capital Adjustment Account.   

General revenue grants and contributions are subject to the normal carry-forward processes attributable to 
General Fund balances.   

Grants and contributions relating to the funding of non-current asset (capital) expenditure are credited to 
Taxation and Non-Specific Grant Income and Expenditure at the foot of the Comprehensive Income and 
Expenditure Statement when the conditions regarding their use are met.  These charges are reversed out in 
the Movement in Reserves Statement to either the Capital Adjustment Account if the grant/contribution has 
been used to finance capital expenditure in the year, or to the Capital Grants Unapplied Account Reserve 
until it is applied to fund capital expenditure, at which point it is transferred to the Capital Adjustment 
Account.   

XIII. OPERATING LEASE CHARGES 

Leases that do not meet the definition of finance leases are accounted for as operating leases.  Assets leased 
out under operating leases are held on the Balance Sheet and rentals are credited to the relevant service line 
in the Comprehensive Income and Expenditure Statement on a straight line basis.  Assets leased in under 
operating leases do not appear on the Authority’s Balance Sheet.  Rentals payable are charged on a straight-
line basis over the term of the lease to the service receiving the benefit of the lease.   

XIV. LONG TERM CONTRACTS 

Long term contracts are accounted for on the basis of charging the Surplus or Deficit on the Provision of 
Services with the value of works and services received under the contract during the financial year.   

XV. PRIVATE FINANCE INITIATIVE (PFI) AND PUBLIC PRIVATE PARTNERSHIP (PPP 
ARRANGEMENTS) 

Private Finance Initiatives (PFI) and similar contracts are agreements to receive services, where the 
responsibility for making available the non-current assets needed to provide the services passes to the PFI 
contractor.  As the Authority is deemed to control the services that are provided under its PFI schemes, and 
as ownership of the non-current assets will pass to the Authority at the end of the contracts for no additional 
charge, the Authority carries the property, plant and equipment assets used in the contracts on the Balance 
Sheet.  The Authority’s PFI (Bridlington Schools) scheme and the Public Private Partnership (PPP) 
arrangements between the Council and arvato Government Services (ERYC) Limited have been accounted 
for in accordance with these requirements. 
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The original recognition of these property, plant and equipment was balanced by the recognition of a liability 
for amounts due to the scheme operator to pay for the assets.  For the Bridlington PFI Scheme, the liability 
was written down by an initial capital contribution of £0.910m. 

Property, plant and equipment recognised on the Balance Sheet are revalued and depreciated in the same way 
as property, plant and equipment owned by the Authority. 

The amounts payable to the Bridlington Schools Services Limited PFI operators each year as a unitary 
payment are analysed into five elements: 

 Fair value of the services received during the year – debited to the Children’s and Education service in 
the Comprehensive Income and Expenditure Statement Cost of Services. 

 Finance cost – an interest charge of 9.24% on the outstanding Balance Sheet liability, debited to 
Financing and Investment Income and Expenditure in the Comprehensive Income and Expenditure 
Statement.  

 Contingent rent – increases in the amount to be paid for the property arising during the contract, 
debited to Financing and Investment Income and Expenditure in the Comprehensive Income and 
Expenditure Statement. There are no contingent rentals for this scheme. 

 Payment towards liability – applied to write down the Balance Sheet liability towards the PFI operator 
(the profile of write-downs is calculated using the same principles as for a finance lease). 

 Lifecycle replacement costs – recognised as property, plant and equipment on the Balance Sheet. 

The treatment of the PPP contract is somewhat simplified in that the payment toward the liability is equal to 
the depreciation charge each year, there are no finance costs or lifecycle replacement costs and the 
contingent rental is the difference between the liability/depreciation amount calculated and the depreciation 
element of the unitary payment. 

XVI. DEBT REDEMPTION 

Each year the Authority sets aside sums to meet its credit liabilities i.e. monies it owes from borrowings and 
other methods it has used to finance capital spending.  The sums set aside can include: 

 A minimum revenue provision, including the principal element of finance lease-type arrangements. 

 Commuted payments in respect of government grants on loan charges. 

 Voluntary amounts set aside from revenue. 

 Voluntary amounts set aside from usable capital receipts. 

 Voluntary amounts set aside from the Major Repairs Reserve. 

XVII. EMPLOYEE BENEFITS 

Employee benefits are accounted for in accordance with the Code’s interpretation of IAS 19 – Employee 
Benefits.  This standard covers both benefits payable during and after employment. 

a) Benefits payable during employment 

Liabilities for employees’ entitlements to ‘short term employee benefits’ i.e. wages, salaries, annual leave and 
other employee benefits which are expected to be paid or settled wholly within 12 months of the balance 
sheet date, are recognised as an expense in the year in which employees render service to the Authority.  
Annual leave is accrued at the wage and salary rates applicable in the following accounting year, being the 
period in which the employee takes the benefit where these rates are available, otherwise the accrual will be 
based on the prevailing rates.  The accrual is charged to Surplus or Deficit on the Provision of Services, but 
then reversed out through the Movement in Reserves Statement to the Accumulated Absences Account 
(unusable reserve) so that annual leave benefits are charged to revenue in the financial year in which the 
absence occurs. 

The Authority does not award long-term employee benefits i.e. those which are not expected to be paid or 
settled within 12 months of the balance sheet date. 

b) Termination Benefits 

Termination benefits are amounts payable as a result of a decision by the Authority to terminate an officer’s 
employment before the normal retirement date or an officer’s decision to accept voluntary redundancy in 
exchange for those benefits.  Such benefits are charged on an accruals basis to the relevant service in the 
Comprehensive Income and Expenditure Statement from which the officer is being made redundant at the 
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earlier of when the Authority can no longer withdraw the offer of those benefits or when the Authority 
recognises costs for a restructuring.  

c) Post Employment Benefits 

The Authority participates in three different pension schemes that meet the needs of employees in particular 
services.  Each of the schemes provides members with defined benefits related to pay and service.  The 
schemes are as follows: 

 Teachers – this is an unfunded scheme administered by Capita Teachers’ Pensions on behalf of the 
Department for Education (DfE).   

 Public health employees transferred from the NHS – this scheme is administered on behalf of the 
NHS by NHS Pensions.  

 Other employees – subject to certain qualifying criteria, employees are eligible to join the funded Local 
Government Pension Scheme.  The pension costs charged to the Authority’s accounts in respect of 
these employees are calculated in accordance with IAS 19 – Employee Benefits.   

All schemes provide defined benefits to members earned as employees of the Authority. 

However, the arrangements for the teachers’ scheme and NHS scheme mean that liabilities for these benefits 
cannot be identified specifically to the Authority.  The scheme is therefore accounted for as if it were a 
defined contribution scheme – no liability for future payments of benefits is recognised in the Balance Sheet 
and the service revenue accounts  in the Comprehensive Income and Expenditure Statement are charged 
with the employer’s contributions payable to teachers’ and NHS pensions in the year. 

 

d) The Local Government Pension Scheme 

The Local Government Scheme is accounted for as a defined benefits scheme: 

 The liabilities of the East Riding Pension Fund (the Fund) attributable to the Authority are included in 
the Balance Sheet on an actuarial basis using the projected unit method – i.e. an assessment of the 
future payments that will be made in relation to retirement benefits earned to date by employees, based 
on assumptions about mortality rates, employee turnover rates, etc, and projections of projected 
earnings for current employees. 

 Liabilities are discounted to their value at current prices, using a discount rate of xx%, based on the 
indicative rate of return on a high quality corporate bond. The corporate bond yield curve is constructed 
as follows: 

 - The UBS corporate bond curve (derived by applying the UBS delta curve fitting methodology to the 
constituents of the iBoxx £ Corporates AA index) for durations up to 8 years. 

 - From 12 years onwards use a gilts curve plus a long term average credit spread of 1.0% p.a. (based on 
judgement of market conditions as atxx) 

- Interpolate between the two approaches for durations between 8 and 12 years. 

 The assets of the Fund attributable to the Authority are included in the Balance Sheet at their fair value. 

The change in the net pensions liability is analysed into the following components: 

 Service cost comprising: 

o current service cost – the increase in liabilities as a result of years of service earned this year – 
allocated in the Comprehensive Income and Expenditure Statement to the services for which 
the employees worked. 

o past service cost – the increase in liabilities as a result of a scheme amendment or curtailment 
whose effect relates to years of service earned in earlier years – debited to the Surplus or Deficit 
on the Provision of Services in the Comprehensive Income and Expenditure Statement as part 
of Non Distributed Costs. 
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o net interest on the net defined benefit liability (asset), ie net interest expense for the authority  – 
the change during the period in the net defined benefit liability (asset) that arises from the 
passage of time  charged to the Financing and Investment Income and Expenditure line of the 
Comprehensive Income and Expenditure Statement – this is calculated by applying the 
discount rate used to measure the defined benefit obligation at the beginning of the period to 
the net defined liability (asset) at the beginning of the period – taking into account any changes 
in the net defined benefit liability (asset) during the period as a result of contribution and 
benefit payments.  

 Remeasurements comprising: 

o the return on fund assets  – excluding amounts included in net interest on the net defined 
benefit liability (asset)  – charged to the Pensions Reserve as Other Comprehensive Income and 
Expenditure.  

o actuarial gains and losses – changes in the net pensions liability that arise because events have 
not coincided with assumptions made at the last actuarial valuation or because the actuaries 
have updated their assumptions – charged to the Pensions Reserve as Other Comprehensive 
Income and Expenditure.  

 Contributions paid to the Fund – cash paid as employer’s contributions to the pension fund in 

settlement of liabilities; not accounted for as an expense. 

 

In relation to retirement benefits, statutory provisions require the General Fund balance to be charged with 
the amount payable by the Authority to the Pension Fund or directly to pensioners in the year, not the 
amount calculated according to the relevant accounting standards.  In the Movement in Reserves Statement, 
this means that there are transfers  to and from the Pensions Reserve to remove the notional debits and 
credits for retirement benefits and replace them with debits for the cash paid to the pension fund and 
pensioners and any such amounts payable but unpaid at the year-end.  The negative balance that arises on 
the Pensions Reserve thereby measures the beneficial impact on the General Fund of being required to 
account for retirement benefits on the basis of cash flows rather than as benefits are earned by employees. 

The Authority also has restricted powers to make discretionary awards of retirement benefits in the event of 
early retirements.  Any liabilities estimated to arise as a result of an award to any member of staff (including 
teachers) are accrued in the year of the decision to make the award and accounted for using the same policies 
as are applied to the Local Government Pension Scheme. 

e) Long term disability benefits 

Long term disability benefits are accounted for in accordance with the rebuttable presumption of 
International Public Sector Accounting Standard 25 – Employee Benefits, in which all long-term disability 
benefits are accounted for in the same way as defined benefit post employment benefits rather than IAS 19 
where they are presumed not to be subject to the same degree of uncertainty as the measurement of post 
employment benefits and are accounted for immediately when the obligation arises. 

XVIII. PROPERTY, PLANT AND EQUIPMENT 

a) Recognition and Valuation 

All expenditure on the acquisition, construction or enhancement of Property, Plant and Equipment assets is 
capitalised on an accruals basis.  Expenditure on the acquisition of, or expenditure which adds to, and not 
merely maintains, the value of an existing asset, is capitalised and classified as a non-current asset, provided 
that it yields benefits to the Authority and the cost or fair value of the expenditure can be measured reliably.  
Expenditure which maintains but does not add to an asset’s potential to deliver future economic benefits or 
service potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.  

The Authority maintains a detailed asset register of all assets above deminimis levels that it owns or 
recognises under finance leases and PFI type arrangements.  Deminimis levels for each class of asset are: 

HRA and Non-HRA (operational and non-operational) dwellings, land and other buildings  £0 
Intangible Assets       £100,000 
Vehicles, furniture, plant and equipment (operational and non-operational)    £10,000  
Infrastructure Assets       £0 
Community Assets – Parks and Open Spaces       £0 

92



The basis of valuation and depreciation for each category of asset is included in Note xx to the core financial 
statements. 

Assets included in the Balance Sheet at current value are revalued at least every five years.  Increases in 
valuations are credited to the Revaluation Reserve, except where they arise from the reversal of an 
impairment or revaluation loss previously charged to the Surplus or Deficit on the Provision of Services. 

Revaluation gains are depreciated with an amount equal to the difference between current value depreciation 
charged on assets, and the depreciation that would have been chargeable based on their historical cost.  This 
amount is transferred each year from the Revaluation Reserve to the Capital Adjustment Account.  The 
Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its formal 
implementation with an opening zero balance.  Gains arising before that date are consolidated in the Capital 
Adjustment Account. 

Donated assets transferred to the Authority without conditions are measured at fair value at the date of 
acquisition, with the credit entry made to the Capital Adjustment Account via the Comprehensive Income 
and Expenditure Statement and Movement in Reserves Statement in the same way as capital grants.  If 
conditions do exist, until those conditions are satisfied, the gain is held in the Donated Assets Account 
Liability.  Assets acquired in exchange for monetary and non-monetary assets are measured at fair value 
unless the exchange transaction has no commercial substance or the fair value of neither the asset received 
nor given up can be reliably measured. The difference between fair value and any consideration paid is 
credited to the Taxation and Non-Specific Grant Income and Expenditure line of the Comprehensive 
Income and Expenditure Statement, unless the donation has been made conditionally.  Gains credited to the 
Comprehensive Income and Expenditure Statement are reversed out of the General Fund Balance to the 
Capital Adjustment Account in the Movement in Reserves Statement. 

The Authority does not capitalise borrowing costs where it is incurred during the period the asset is under 
construction. 

b) Impairment 

Asset values are reviewed each year for impairment due to the consumption of economic benefit such as 
obsolescence or physical damage to specific assets.  Impairment loss – the difference between the carrying 
amount and estimated recoverable amount - is firstly written off against any revaluation gains attributable to 
the relevant asset in the Revaluation Reserve, with any excess charged to the service.  Revaluation losses, 
which are the result of a general fall in prices not specific to an asset, are treated in the same way as 
impairment losses.   

The reversal of both impairments and revaluation losses made to services cannot exceed the carrying amount 
that would have been determined (net of amortisation or depreciation) had no impairment or revaluation loss 
been recognised for the asset in prior years.  The reversal of an impairment loss is recognised in the 
circumstance that the increase in value is mirrored by the reversal of the external event that caused the 
original impairment to be recognised.  This is not the case for a revaluation loss as it is implicit that a 
revaluation gain reverses a previous revaluation loss. 

c) Charges to Revenue 

All services are charged with an annual provision for depreciation for property, plant and equipment used in 
the provision of the service, and impairment/revaluation loss as described above. These charges are reversed 
out in the Movement in Reserves Statement, and therefore have a neutral impact on the amount that is 
required from local taxation. 

Assets are recognised into components for depreciation purposes when the component has a significant cost 
compared to the total cost of the item and a different useful life to the remainder of the asset.  Significant 
cost is deemed to be 20% or more compared to the total asset, and the depreciable life is 20 years or more    
different to the remainder of the asset, or the depreciation method is different.   

Enhancement expenditure requires the derecognition of the component replaced or refurbished, and the new 
component reflected in the carrying amount, even where parts of an asset were not previously recognised as 
a separate component.   

Consideration for components takes place when an asset that has a carrying value of £500,000 or more is 
revalued in the five-year rolling valuation programme.  Also when an asset is acquired at a cost of £200,000 
or more, or on completion of construction or enhancement expenditure totalling £200,000 or more which is 
at least equal to 20% of the carrying value of existing enhanced or restored assets with a value of £200,000 or 
more. 
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Amounts set aside from revenue to finance capital expenditure or as transfers to other earmarked reserves 
are disclosed separately in the Movement in Reserves Statement as reconciling amounts not included in the 
General Fund Balance. 

XIX. DERECOGNITION OF NON-CURRENT ASSETS 

With regard to the derecognition proceeds, for the Housing Revenue Account, The Local Government Act 
2003 (under various Capital Finance and Accounting Regulations), after calculating transaction costs and 
compensating authorities for loss of income above what has been covered in the self-financing settlement, 
allows HM Treasury and local authorities to receive the amounts they would have expected to receive had 
the policy on Right to Buy (RTB) of council dwellings remained unchanged. Other non-RTB dwelling and 
land disposals at market value require a percentage of these proceeds (75% for dwellings and 50% for land 
and other assets, net of statutory deductions) to be paid over to central government to reduce the national 
debt, (although if applicable to an authority, the use of the Capital Allowance calculation, for this non-RTB 
category, will reduce the poolable amount to nil).  The balance is credited to the Usable Capital Receipts 
Reserve along with the proceeds from the sale of non-housing assets greater than £10,000.  These can only 
be used to fund new capital investment or set aside to reduce the Authority’s underlying need to borrow (the 
capital financing requirement).  Capital receipts less than £10,000 are categorised as revenue receipts.   

The carrying amount of an asset is derecognised on disposal or when no future economic benefits or service 
potential is expected from its use or disposal.  The amount by which the derecognition proceeds (capital 
receipts) from  an asset are more (gain) or less (loss) than the value at which the asset was included in the 
Balance Sheet is credited or debited to the Other Operating Expenditure line in the Comprehensive Income 
and Expenditure Statement.  The gain or loss is then reversed out as a reconciling item in the Movement in 
Reserves Statement, resulting in a neutral impact on the amount that is required from local taxation, other 
than related disposal costs which are chargeable to revenue.  Any revaluation gains in the Revaluation 
Reserve for the assets disposed of are transferred to the Capital Adjustment Account.   

XX. REVENUE EXPENDITURE FUNDED FROM CAPITAL UNDER STATUTE (REFCUS) 

REFCUS encompasses expenditure which, defined by regulation or by direction of the Secretary of State, 
may be included in the capital programme, but which does not result in the expenditure being carried on the 
Balance Sheet as property, plant and equipment.  The purpose of this is to enable the expenditure to be 
funded from capital resources.  Examples include grants, advances and financial assistance to others for 
expenditure of a capital nature, and revenue items treated as capital for capital control purposes as a result of 
Government directions e.g. redundancy costs. 

The Code requires the expenditure to be charged to the relevant service in the Comprehensive Income and 
Expenditure Statement, but statutory provision allows this to be funded by capital resources via a reconciling 
item in the Movement in Reserves Statement to ensure there is no impact on the amount that is required 
from local taxation. 

XXI. PROVISIONS 

Provisions are required for any liabilities of uncertain timing or amount that have been incurred.  In 
accordance with the Code, provisions are made when the Authority has a present obligation (either legal or 
constructive) as a result of a past event; it is probable that a transfer of economic benefit will be required to 
settle it; and a reliable estimate can be made of the financial obligation.  If it becomes probable that a transfer 
of economic benefit is no longer required to settle the obligation, the provision is reversed. 

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and 
Expenditure Statement in the year that the Authority becomes aware of the obligation, and are measured at 
the best estimate at the balance sheet date of the expenditure required to settle the obligation, taking into 
account relevant risks and uncertainties. 

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.  
Estimated settlements are reviewed at the end of each financial year and where it becomes less than probable 
that a transfer of economic benefits will be required (or a lower settlement than anticipated is made), the 
provision is reversed and credited back to the relevant service. 

Where some or all of the payment required to settle a provision is expected to be recovered from another 
party (e.g. from an insurance claim), this is only recognised as income for the relevant service if it is virtually 
certain that reimbursement will be received if the Authority settles the obligation. 
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XXII. RESERVES 

Amounts set aside for purposes falling outside the definition of provisions are reserves.  Transfers into and 
out of reserves are shown in the Movement in Reserves Statement and not within service expenditure in the 
Surplus or Deficit on the Provision of Services.  When expenditure to be financed from a reserve is incurred, 
it is charged to the appropriate service in that year to score against the Surplus or Deficit on the Provision of 
Services in the Comprehensive Income and Expenditure Statement.  The appropriate reserve amount is then 
appropriated back into the General Fund Balance in the Movement in Reserves Statement so that there is no 
net charge against council tax for the expenditure. 

Reserves are an accumulation of previous years’ surpluses, deficits and transfers and are categorised as either 
‘usable’ or ‘unusable’ and are detailed in the notes to the core financial statements. 

Usable reserves are those the Authority may use to fund either revenue or capital expenditure as prescribed.  
None of the other reserves can be used to support revenue spending and are kept to manage the accounting 
processes for non-current assets, financial instruments and retirement benefits.  However an element of the 
Capital Adjustment Account can be used to repay external loan debt.    

XXIII. SELF INSURANCE 

To obtain insurance in the most cost effective manner, the Authority has chosen to carry excesses in respect 
of claims made under various insurance policies.  The amounts set aside from the Authority’s services to 
cover the uninsured risks at 31 March 2016 are based on the potential total liability at that date.  To comply 
with IAS 37 this amount is allocated between a provision for known liabilities and the Self Insurance Reserve 
for claims ‘incurred but not reported’. 

XXIV. CONTINGENT ASSETS AND LIABILITIES 

Contingent liabilities are disclosed within the notes to the financial statements if there is a possible obligation 
that may require a payment or transfer of economic benefits as a result of past events. 

Contingent assets are not recognised in the financial statements but are disclosed within the notes if the 
inflow of a receipt or economic benefit is probable.  

XXV. FINANCIAL ASSETS 

The financial assets of the Authority are classified into two types: 

 Loans and receivables – assets that have fixed or determinable payments but are not quoted in an active 
market 

 Available-for-Sale assets – assets that have a quoted market price and/or do not have fixed or 
determinable payments 

a) Loans and Receivables 

Loans and receivables are initially measured at fair value and carried at their amortised cost.  Annual credits 
to the Financing and Investment Income and Expenditure line in the Comprehensive Income and 
Expenditure Statement for interest receivable are based on the carrying amount of the asset multiplied by the 
effective rate of interest for the instrument.  For most of the loans that the Authority has made, this means 
that the amount presented in the Balance Sheet is the outstanding principal receivable and interest credited to 
the Comprehensive Income and Expenditure Statement is the amount receivable for the year in the loan 
agreement. 

However, the Authority has taken the decision, for policy reasons, to make a number of loans at less than 
market rates (soft loans).  When soft loans are made, a loss is recorded in the Comprehensive Income and 
Expenditure Statement (debited to the appropriate service) for the present value of the interest that will be 
foregone over the life of the instrument, resulting in a lower amortised cost than the outstanding principal.  
Interest is credited at a marginally higher effective rate of interest than the rate receivable from the loan 
recipients, with the difference serving to increase the amortised cost of the loan in the Balance Sheet.   

Statutory provisions require that the impact of soft loans on the General Fund Balance is the actual interest 
receivable for the financial year – the reconciliation of amounts debited and credited to the Comprehensive 
Income and Expenditure Statement to the net gain required against the General Fund Balance is managed by 
a transfer to or from the Financial Instruments Adjustment Account in the Movement in Reserves 
Statement. 
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Where assets are identified as impaired because of a likelihood arising from a past event that payments due 
under the contract will not be made, the carrying value of the asset is written down through the use of an 
allowance account, and a charge made to the Surplus or Deficit on the Provision of Services. 

Any gains and losses that arise on the derecognition of the asset are credited/debited to the Financing and 
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement Surplus 
or Deficit on the Provision of Services. 

b) Available-for-Sale Assets 

Available-for-Sale assets are initially measured and carried at fair value.  Where the asset has fixed or 
determinable payments, annual credits to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement for the interest receivable are based on the amortised 
cost of the asset multiplied by the effective rate of interest for the instrument.  Where there are no fixed or 
determinable payments, income (e.g. dividends) is credited to the Comprehensive Income and Expenditure 
Statement when it becomes receivable by the Authority. 

Assets are maintained in the Balance Sheet at fair value.  Values are based on the following principles: 

 Instruments with quoted market prices – the market price 

 Other instruments with fixed and determinable payments – discounted cash flow analysis 

 Equity share with no quoted market prices – independent appraisal of company valuations. 

The inputs to the measurement techniques are categorised in accordance with the following three levels: 

 Level 1 inputs – quoted prices (unadjusted) in active markets for identical assets that the authority can 
access at the measurement date. 

 Level 2 inputs – inputs other than quoted prices included within Level 1 that are observable for the 
asset, either directly or indirectly. 

 Level 3 inputs – unobservable inputs for the asset.  

Changes in fair value are balanced by an entry in the Available-for-Sale Reserve and the gain/loss is 
recognised in the Surplus or Deficit on Revaluation of Available-for-Sale Financial Assets.  The exception is 
where impairment losses have been incurred – these are charged to the Financing and Investment Income 
and Expenditure line in the Comprehensive Income and Expenditure Statement, along with any net 
gain/loss for the asset accumulated in the Reserve. 

Where assets are identified as impaired because of a likelihood arising from a past event that payments due 
under the contract will not be made (fixed or determinable payments) or fair value falls below cost, the asset 
is written down and a charge made to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement.  If the asset has fixed or determinable payments, the 
impairment loss is measured as the difference between the carrying amount and the present value of the 
revised future cash flows discounted at the asset’s original effective interest rate.  Otherwise, the impairment 
loss is measured as any shortfall of fair value against the acquisition cost of the instrument (net of any 
principal repayment and amortisation).  

Any gains and losses that arise on the derecognition of the asset are credited or debited to the Financing and 
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement, along 
with any accumulated gains/losses previously recognised in the Available-for-Sale Reserve. 

Equity instrument for which a reliable fair value cannot be determined 

Where fair value cannot be measured reliably, the instrument is carried at cost (less any impairment losses).  

XXVI. FINANCIAL LIABILITIES 

Financial liabilities are initially measured at fair value and thereafter carried at their amortised cost.  Annual 
charges to the Financing and Investment Income and Expenditure line in the Comprehensive Income and 
Expenditure Statement for interest payable are based on the carrying amount of the liability, multiplied by 
the effective rate of interest for the instrument.  For most of the borrowings that the Authority has, this 
means that the amount presented in the Balance Sheet is the outstanding principal repayable and interest 
charged to the Comprehensive Income and Expenditure Statement is the amount payable for the year in the 
loan agreement. 

Gains and losses on the repurchase or early settlement of borrowings are credited and debited to the 
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure 
Statement in the year of repurchase/settlement.  However, where repurchase has taken place as part of a 
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restructuring of the loan portfolio that involves the modification or exchange of existing instruments, the 
premium or discount is respectively deducted from or added to the amortised cost of the new or modified 
loan and the write-down to the Surplus or Deficit on the Provision of Services is spread over the life of the 
loan by an adjustment to the effective interest rate. 

Where premiums and discounts have been charged to the Comprehensive Income and Expenditure 
Statement, regulations allow the impact on the General Fund Balance to be spread over future years.  The 
Authority has a policy of spreading a premium against the term of the new loan taken out, or 10 years for a 
discount received.  The reconciliation of amounts charged to the Comprehensive Income and Expenditure 
Statement to the net charge required against the General Fund Balance is managed by a transfer to or from 
the Financial Instruments Adjustment Account in the Movement in Reserves Statement. 

XXVII. EVENTS AFTER THE REPORTING PERIOD 

Where an event occurs after the balance sheet date, favourable or unfavourable, which provides evidence of 
conditions that existed at the balance sheet date, the amounts recognised in the Statement of Accounts are 
adjusted to reflect this.  Where an event occurs after the balance sheet date that is indicative of conditions 
that arose after the balance sheet date, the amounts recognised in the Statement of Accounts are not adjusted 
but are disclosed as a separate note to the accounts.   

Events after the reporting period are reflected up to the date when the Statement of Accounts are authorised 
for issue, which is the date they are authenticated by the Head of Finance by signing and dating them before 
publishing.  

XXVIII. VALUE ADDED TAX 

VAT is included in relevant income and expenditure, whether of a capital or revenue nature, only to the 
extent that it is irrecoverable from HM Revenue & Customs.   

XXIX. LOCAL TAXATION 

The authority is a Council Tax and Business Rates Billing Authority collecting on behalf of other authorities 
as well as itself. The collection on behalf of other authorities is treated as being on an agency basis, and thus 
only the elements of Council Tax and Business Rates that relate to the Authority’s own income and 
expenditure are included in its main financial statements. The Collection Fund account covers all local 
taxation collected by the authority on behalf of itself, other local authorities and the government.  

XXX. ACCOUNTING FOR SCHOOLS 

The Council has the following types of maintained schools under its control: 

• Community 

• Voluntary Aided 

• Voluntary Controlled 

• Trust/Foundation 

Income, expenditure, assets (excepting some non-current assets below), liabilities, reserves and cash flows of 
maintained schools are recognised in the Council’s accounts. 

Non-current assets are recognised in the Balance Sheet where the Council directly owns the assets or where 
the school/governing body own the assets or have had rights to use the assets transferred to them. 

Community schools are owned by the Council and are, therefore, recognised on the Balance Sheet. 

All the Council’s Voluntary Aided and Voluntary Controlled schools are owned by religious bodies with no 
formal rights to use the assets passed to the school or governing bodies. As a result these schools are not 
recognised on the Balance Sheet.  

Where ownership of Trust/Foundation schools’ non-current assets is with a charitable trust/religious body, 
the assets are not recognised on the Council’s Balance Sheet. Where ownership of the assets lies with the 
school/governing body they are recognised on the Council’s Balance Sheet. 
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XXXI. ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT HAVE NOT YET BEEN 
ADOPTED 

Accounting standards that have been issued before 1 January 2016 but not yet adopted by the code relate to: 

 

XXXII. SIGNIFICANT JUDGEMENTS IN APPLYING ACCOUNTING POLICIES 

In applying the accounting policies set out above, the Authority has had to make certain judgements about 
complex transactions or those involving uncertainty about future events.  Where a critical judgement is 
required for the accounts, in many cases the approach has been to codify the accounting guidance in the 
form of flowchart decision trees to document and focus the judgements made by the relevant officers. 

 The Authority has to decide whether the leases it enters into should be treated as operating or finance 
leases, and whether contractual arrangements it enters into have the substance of a lease.  These 
judgements are made on the professional opinion of the Authority’s valuers, accountants and procuring 
officers using flowchart assessments in the Contract Procedure Rules based on criteria set out in IAS 17 
Leases and IFRIC 4 Determining whether an arrangement contains a lease.  The relevant accounting 
policy is applied based on the outcome of the assessment. 

 The Authority is deemed to control the services provided under the Private Finance Initiative (PFI) 
agreement for six schools and a library at Bridlington and also to control the residual value of the 
properties at the end of the agreement.  The accounting policies for PFI schemes and similar contracts 
have been applied to the arrangement and the schools and library (valued at) are recognised as Property, 
Plant and Equipment on the Authority’s Balance Sheet.  This judgement was made by the Authority’s 
accountants and the special projects manager and independently assured by the accountancy firm Ernst 
& Young. The Authority has to decide whether land and buildings owned by the Authority are 
investment properties.  The Authority’s valuers and accountants make judgements in accordance with 
IAS 40 Investment Property.  It has been determined that the Authority does not have any investment 
property as it does not hold land and/or buildings solely for rental income or capital appreciation 
purposes or both. 

 The Authority has to decide whether the Authority’s exposure to possible losses is to be accounted for 
as a provision or a contingent liability.  These decisions are taken by a combination of the Authority’s 
accountants, solicitors and departmental officers based on their detailed knowledge of the 
circumstances, assessed using a contingent liability decision tree. 

 The Authority has to decide whether there is a group relationship between the Authority and other 
entities.  The accountants assess each relationship that exists between the Authority and other entities 
that may result in a group accounts relationship using a flowchart of decisions based on CIPFA group 
accounting guidance.  It has been determined that there are no significant relationships that require the 
production of group accounts for 2015/16.  

 The Authority has an investment of 199 shares valued at £199, representing a 19.9% shareholding in 
arvato Government Services Limited, a private limited company.  It has been determined that the 
Authority does not have control of the company and it is not a subsidiary of the Authority.  As the fair 
value of the shares cannot be determined due to the restrictions of the contract and it does not have a 
quoted market price in an active market, the investment is carried at cost as a proxy for fair value.   

 The Authority has an investment of 1,693,380 ordinary shares issued, valued at £16,933.80 representing 
a 39% shareholding in Correct Compliance Ltd a private limited company wholly owned by the four 
Humber Unitary Authorities. The value of the Authorities fully paid up shares at 31/3/16 is £16,145.40. 
The Council was granted 1,792,522 deferred shares (47% shareholding) recognised at nil value. It has 
been determined that the Authority does not have control of the company and it is not a subsidiary of 
the Authority. The fair value of the shares cannot be determined as they do not have a quoted market 
price in an active market; therefore the ordinary shares are carried at cost as a proxy for fair value.  The 
company was set up in 1999 to protect the interests of the Authorities when disposing of the 
Humberside International Airport Ltd. This was achieved through a 999 year head lease that required 
the ownership of the airport property and operational land to revert back to the Authorities free of 
charge within the first 10 years if it ceased to be used and promoted as a civil airport, and at market 
value within 10 to 50 years from the date of sale. The company has no trading function, and no 
realisable value. The deferred shares are therefore recognised at nil value.   
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 The Authority has an investment of 1 ordinary share in Nite Direct Limited which represents a 100% 
shareholding; this is a wholly owned subsidiary of the Council.   Further disclosures are included in the 
Related Party Transactions note.  

 Following changes to the code, all local authority maintained schools are considered to be entities 
controlled by the Council. A dispensation in the code allows the income, expenditure, assets and 
liabilities of these schools to be recognised within the single entity statements rather than requiring 
preparation of group accounts. An accounting policy has been included at section XXX above.  

There are several categories of maintained school: 

• Community 

• Voluntary Aided 

• Voluntary Controlled 

• Trust/Foundation 

Income, expenditure, assets (excepting some non-current assets detailed further below), liabilities, 
reserves and cash flows of maintained schools are required to be recognised in the Council’s single 
entity statements. The Council’s financial statements have always reported the balances and transactions 
for all maintained schools with the exception of land and buildings owned by Voluntary Aided, 
Voluntary Controlled and Foundation Schools.  

Non-Current Assets 

In accordance with the Code, non-current assets are recognised in the Balance Sheet where the Council 
directly owns the assets or where the school/governing body own the assets or have had rights to use 
the assets transferred to them.  

The Council has completed an assessment of the schools to determine the arrangements in place and 
the accounting treatment required:  

Community schools are owned by the Council. The land and buildings were already included in the 
Balance Sheet and therefore no changes have been necessary.   

Voluntary Aided and Voluntary Controlled schools are owned by religious bodies with no formal rights 
to use the assets passed to the school or governing bodies. As a result, these schools are not recognised 
on the Balance Sheet. This was already the case therefore no changes have been necessary.   

Where ownership of Trust/Foundation schools’ non-current assets is with a charitable trust/religious 
body, the assets are not recognised on the Council’s Balance Sheet. Where ownership of the assets lies 
with the school/governing body they are recognised on the Council’s Balance Sheet.  Three of the four 
local authority maintained Foundation schools are owned by religious bodies with no formal rights to 
use the assets passed to the school or governing bodies. As a result, these schools are not recognised on 
the Balance Sheet. This was already the case therefore no changes have been necessary. Wold Newton 
Foundation School non-current assets are owned by the by the school governing body which is 
controlled by the school and thus the Council.  The assets have therefore been brought onto the 
Council’s Balance Sheet.  

Disclosures relating to the Councils interests in schools can be found at note.  

 When a school that is held on the Council’s balance sheet becomes an Academy, any property plant and  
equipment except land is written out of the balance sheet with nil consideration on the date the school 
coverts to an Academy. Land is leased to the Academy on a 125 year lease and held on the balance sheet 
at £1. 

 Judgement is required to determine whether the Authority can be reasonably assured that the conditions 
of grant and contribution monies received have been met before recognising them as income in the 
Comprehensive Income and Expenditure Statement.  Where conditions require specified expenditure to 
have taken place, the grant monies will not be recognised until this happens.  Equally, where conditions 
specify that a grant or contribution must be repaid in the event of non-expenditure, the income is not 
recognised until the expenditure is incurred.     

 The Valuation and Estates department is required to exercise professional judgement in determining the 
carrying value of land and buildings on the Authority’s Balance Sheet.  The Council owns a large and 
diverse range of property assets.  Being a largely rural area, the commercial property market in the East 
Riding has always been relatively subdued and it is considered that property prices in this area are 
generally less volatile than in other more urbanised parts of the country.  An annual category based 
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review is undertaken and from this it has been possible to come to firm professional opinions that there 
have been in the value of the Authority’s property assets from the current carrying values on the Balance 
Sheet at 31 March 2016. When a review for impairment is conducted, the recoverable amount is 
determined based on value in use calculations prepared on the basis of the valuers’ assumptions and 
estimates. 

 Judgement is required in determining the significant components of property, plant and equipment 
assets and their related useful lives for accurate depreciation purposes.  The Authority’s quantity 
surveyors, valuers and accountants work together to determine this.  It has been judged that the useful 
lives of the Authority’s Council Dwellings as they currently stand provide a depreciation charge that is 
an accurate proxy for component accounting purposes.   

XXXIII. ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES OF 
ESTIMATION UNCERTAINTY 

The Statement of Accounts contains estimated figures that are based on assumptions made by the Authority 
about the future or that are otherwise uncertain.  Estimates are made taking into account historical 
experience, current trends and other relevant factors.  However, because balances cannot be determined with 
certainty, actual results could be materially different from the assumptions and estimates. 

The items in the Authority’s Balance Sheet at 31 March 2016 for which there is a significant risk of material 
adjustment in the forthcoming financial year are as follows: 

a) Pensions Liability 

Estimation of the net liability to pay pensions depends on a number of complex judgements relating to the 
discount rate used, the rate at which salaries are projected to increase, changes in retirement ages, mortality 
rates and expected returns on pension fund assets.  Hymans Robertson as actuaries are contracted to provide 
the Council with their professional opinion on the estimate of the net pension liability. 

The effects on the net pension liability of changes in individual assumptions can be measured and a 
sensitivity analysis is included in Pensions Note.   

During 2015/16 the Council’s actuary has advised that the net pensions liability is £.  

b) Accruals and provisions 

The accounts of the Authority are prepared on an accruals basis meaning that the sums due to or from the 
Authority during the year are included in the accounts, whether or not the cash has actually been received or 
paid in the year in question.  Accruals may be made on exact amounts where invoices, although not received 
in time to be processed in the correct year, are received in time to inform the amount provided for.  Where it 
is known that amounts are due to or from the Authority relating to the current year, but no exact 
information is available to inform this, an estimate has to be made.   

If the amount estimated is different to the eventual invoice amount, the value of debtor and creditor 
balances included in the Balance Sheet will not have been correct and there will be a knock on effect of 
under or over provision in the following years’ Comprehensive Income and Expenditure Statement as the 
balances are written out.  Many of the Authority’s accruals are based on invoiced amounts.  

A liability that becomes apparent in the financial year as a result of a past event and it is probable that an 
outflow of resources embodying economic benefits or service potential will be required to settle the 
obligation, and a reliable estimate can be made of the amount of the obligation, results in a provision being 
made rather than an accrual.  Provisions are different to accruals in that they are of uncertain timing or 
amount as to when they will be discharged, but a charge is still made to the Comprehensive Income and 
Expenditure Statement in the year.  Depending on the certainty of the amount provided for, there is a risk 
that it may be insufficient and further amounts may need to be charged when the actual payment is made.  
Conversely, if the actual payment is less, the over provided amount is credited back to the Comprehensive 
Income and Expenditure Statement in the year the liability is discharged. 

Details of the provisions, totalling £m at 31 March 2016 are given in Note.  The best estimate amounts 
provided for are based on the professional opinion of the officer best placed to make it. 

If the outflow of resources is only possible rather than probable, then no estimated charge is made to the 
accounts until the circumstances change, only narrative disclosure is made in the Contingent Liabilities Note 
The estimates of contingent liability amounts are based on information from the insurance companies 
involved, otherwise on the best estimate by the legal team of the maximum amount that could be payable. 
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c) Valuations and depreciation charges 

Professional opinions of the values of land and buildings are made by the Valuation and Estates Team and 
estimates of the useful lives of property, plant and equipment are made by the relevant officers who have 
knowledge of such issues based on their professional judgement e.g. useful lives of properties are provided 
by in-house RICS qualified valuers in consultation with the Authority's Quantity Surveyors based on the 
Council's current maintenance and investment policies.  The present pressure on public sector expenditure 
could potentially have implications for the useful economic lives of the Council's property due to reduced 
spending on repairs leading to a decline in the condition of its buildings.  There is no evidence that the 
estimated economic lives are being materially affected at this time, but this issue will be monitored.     

These values and useful lives impact on the depreciation, impairment and revaluation charges that are made 
to services for usage of the assets in question as well as the carrying value of the assets.  Depreciation and 
impairment charged totalled £and net revaluation losses charged were £in 2015/16.   

These charges (except HRA non-dwellings revaluation loss/reversal) do not impact on the General Fund 
Balance as they are reversed out under statutory mitigation provisions. 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee  

22 January 2016  

 

Wards: 

 

 

Treasury Management Quarterly Review 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

 All treasury management activity was undertaken in the last quarter in accordance with 
the Treasury Management Policy; 

 Prospects for western economies continue to improve, though uncertainties continue 

and restrictions on investments remain in place in order to meet the prime objective of 

capital security; 

 No increase in UK Bank Rate is expected until the second half of 2016. In December, 
the US became the first major developed economy to raise interest rates; 

 Most banks within the eurozone remain suspended from the counterparty list; and, 

 No new borrowing has been undertaken. 

   

B. Corporate Priorities 2011-16 

 
Reducing costs, raising performance  

 

C. Portfolio 

 

Council Corporate Services and Performance 

 

D. Recommendation 

 

That the assurance provided by this report is considered by the Committee. 

 

1. Background  

 

1.1 The prime objective of the Council’s investment strategy is to maintain capital security 

whilst ensuring that there is the necessary liquidity to carry out its business.  Within these 

constraints the strategy aims to maximise returns. 

 

1.2 The borrowing strategy aims to minimise the revenue cost of debt whilst securing the 

Council from revenue pressures in the event of interest rate volatility. 

 

1.3 The Treasury Management Strategy aims to protect the Council from market-related risks 

by monitoring interest rates, economic indicators and UK and overseas government 

finances.  A range of information sources are used to inform economic analysis and 

forecasts.   

All wards 

11 
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1.4 An explanation of terms and acronyms used in this report are included in the glossary at 

Appendix E. 

 

2. Management of Risk 

 

2.1 Credit, counterparty and market risk (the risks associated with the core principles of 

security, liquidity and yield) are managed within and monitored against the framework 

approved in the Treasury Management Policy. 

 

2.2 The Operational Treasury Management Board (OTMB) meets bi-monthly, chaired by the 

Chief Financial Officer, to consider issues of best practice, market conditions and 

intelligence and formally review the restrictions in place over the Treasury Management 

Policy. 

 

3. Investment 

 

3.1 Investment risk cannot be entirely eliminated but is managed through the Treasury 

Management Policy credit and counterparty framework (Appendix A). 

 

3.2 Market forces are volatile and credit ratings are only one of a range of factors taken into 
account when deciding to invest.  Other sources of information include credit default swap 

prices, Bloomberg and quality financial press before any investment decision is made. 

 

3.3 Restrictions to the investment criteria in the Treasury Management Policy remain in place.  

Since the last report, the OTMB has reviewed the limits in light of market conditions and 

no changes have been made. The maximum duration for specified and UK government 

investments remains one year. The maximum sovereign and bank 5 year Credit Default 

Swap (CDS) price for specified investments remains 125 basis points and continues to be 

kept under review.  Most banks domiciled in the eurozone remain suspended.  Where 

there is a group structure the domicile of the parent bank is used e.g. in the case of 

Santander UK, an investment would not be placed as the parent bank is Spanish. 

 

3.4 During a speech to industry figures a Bank of England (BoE) executive highlighted the risks 

posed to UK property prices by investors in instant access property funds should they 

panic and redeem on mass forcing fire sales. This supports the council’s view that property 

investments do not fit with the primary objective of principal preservation. 

 

3.5 The Basel Committee of Banking Supervision semi-annual assessment of how banks are 

preparing to meet new regulations found the 100 largest internationally active banks all 

met the Common Equity Tier 1 ratio, a cornerstone of the 2019 Basel III rules. 

 

3.6 All 7 of the largest UK lenders passed the more challenging 2015 BoE stress test and the 

central bank did not require revised capital plans to be submitted.  The test included 

modelling the impact of a Chinese led economic crisis that caused a £100bn reduction in 

their profits over five years, of which £40bn came from fines and other misconduct costs.  

However, Standard Chartered and Royal Bank of Scotland both fell below minimum capital 

requirements in the test, but were deemed to have passed because they had already taken 

pre-emptive action to bolster their balance sheets. 

 

3.7 At the Operational Treasury Management Board (OTMB) meeting on 25 September  2015, 
it was decided to suspend Standard Chartered from the counterparty list for new 
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investments in response to a sustained elevation in the counterparty’s CDS price, which 

had diverged significantly above the average level of the global banking universe and the 

Council’s limit of 125bps.  This indicator reacts quickly to market sentiment and has in the 

past provided an early warning that an organisation is entering a period of difficulty.  On 

01/10/2015, the Council sold £2.5m Standard Chartered certificates of deposit and the 

remaining £2.5m of its holding on 09/10/2015, 7 months before maturity with no loss of 

principal or reduction in yield. 

 

3.8 The following month Standard Chartered’s long term credit rating was downgraded by 

Fitch to A+ from AA- citing “unfavourable profitability and asset quality trends as well as its 

underperformance relative to peers”.  It also emerged the bank had breached US sanctions 

in transactions involving Iran that could put the bank at risk of severe penalties. 

 

3.9 Following the Volkswagen emissions scandal, its credit ratings were downgraded below the 

Council’s minimum counterparty criteria for specified investments.  This reflected rating 

agency views that the manipulation of engine emissions demonstrates serious weakness in 

VW’s management and governance and exposes the group to material, wide-ranging 

adverse credit impacts.  Consequently, the OTMB decided to suspend Standard Chartered, 

VW, BMW and Daimler from the counterparty list for new investments, at its meeting on 

25 September 2015. 

 
3.10 Investments in the Federated money market fund had been temporarily suspended on 26 

August 2015 when it failed to provide daily yield. The computer glitch preventing fund 

managers from pricing securities was rectified on 1 September and, following a week of 

regular yield availability, council investments were resumed on 8 September. 

 

3.11 Tullett Prebon will take over ICAP’s phone brokerage business. Although the Council uses 

both brokers, if the two merge into one entity it will not have a detrimental effect on the 

Council’s access to the money markets as the Council has relationships with 3 other 

brokers. 

 

3.12 During October, cash balances reduced when £3.5m of business rate refunds were issued 

relating to medical centres and GP surgeries following resolution of rateable value appeals 

dating back to 2005. 

 

3.13 Since 1 September 2015, £48m new fixed term investments have been made with 

durations not exceeding one year.  Investments at no notice with banks or in money 

market funds totalled £129m.   Over the same period £48m of fixed term investments and 

£5m in Certificates of Deposit matured and £10m in Certificates of Deposit were sold 

early. Nite Direct Marketing Ltd repaid principal of £10,526.32 of the 10 year Equal 

Instalments of Principal (EIP) loan.  £132m in no notice accounts has been recalled to meet 

daily cash requirements.  Appendix B lists the transactions during the period to 31 

December 2015. 

 

3.14 An analysis of investments as at 31 December 2015 is at Appendix C.   

 

3.15 All transactions were in compliance with the Treasury Management Policy limits during the 

period 1 September 2015 to 31 December 2015, as shown at Appendix D.  

 

4. Borrowing 
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4.1 Longer term borrowing to finance capital transactions is normally undertaken through the 

Public Works Loan Board (PWLB), a division of the UK Debt Management Office, although 

the Authority may borrow from any source providing the loan is in Sterling.  Economic and 

market conditions have meant that it has been beneficial to defer borrowing and to use 

internal resources temporarily to meet the requirements of the capital programme.  This 

planned response to the turmoil in the financial markets ensured capital security was 

maintained and the risk of loss reduced.  No new borrowing has been undertaken since 

March 2012. 

 

4.2 Borrowing should ideally be taken when interest rates are relatively low, however 

borrowing in advance of need is often not cost effective because the funds may earn less 

interest than the interest payable on the borrowing, and it introduces additional credit and 

interest risk.  Interest rates are continually monitored so that borrowing can be timed to 

minimise costs and risk exposure. 

 

4.3 During the quarter, the Monetary Policy Committee (MPC) voted 8-1 to hold Bank Rate at 

0.5% and unanimously to maintain the level of Quantitative Easing (QE) at £375bn.  UK 

interest rates have now remained unchanged at the record low of 0.5% for more than six 

years.  The Council now expects the first interest rate rise to be during the second half of 

2016.   

  
5. Conclusion 

 

5.1 All activity during the quarter has been carried out in accordance with the Treasury 

Management Policy.  The restrictions in place reflect the primary aim of maintaining capital 

security.   

 

5.2 The proactive approach to risk monitoring has continued and the OTMB meets on a bi-

monthly basis to consider risk and determine whether current restrictions to the Treasury 

Management Policy remain consistent with the Council’s objective of capital security.  

 

 

 

 

Caroline Lacey 

Interim Director of Corporate Resources 

 

Contact Officer: Julian Neilson 

 Interim Head of Finance 

Telephone Number: 01482 394100         

E.mail: julian.neilson        @eastriding.gov.uk 

 

Contact Officer: Mark Buckton 

 Senior Accountant 

Telephone Number: 01482 394253         

Email: mark.buckton@eastriding.gov.uk 

 

Background Papers Treasury Management Policy 
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  Maximum 
Limit 

1. Specified Investments (limit per counterparty) 1  
    UK Government Unlimited 
    Local Authorities £20.0m 
    Money Market Funds with a minimum rating AAA3 £20.0m 
    Institutions with a minimum rating of AAA/A13 £20.0m 
    Institutions with a minimum rating of AA-/A23 £15.0m 
    Institutions with a minimum rating of A-/A23 £10.0m 
    Building Societies – assets greater than £5,000 million3 £5.0m 
    Building Societies – assets greater than £1,000 million3 £2.5m 
    Building Societies – assets greater than £250 million3 £1.0m 
  
2. Non-specified Investments (limit per counterparty)  
    Investments for more than one year £5.0m 
    Other non-specified investments 2 £5.0m 
  
3. Other Limits (on day of investment)  
    Percentage of portfolio with a single institution 10.0% 
    Percentage of portfolio with a group with common ownership 15.0% 
    Percentage of portfolio within UK Europe Unlimited 
    Percentage of portfolio within each geographic region 25.0% 
    Percentage of portfolio with a single fund 20.0% 
    Aggregate value of Non-specified Investments £50.0m 

 
 

Appendix A 

 

 

 

CREDIT AND COUNTERPARTY RISK MANAGEMENT 

 

(Extract From the Treasury Management Policy) 

 

 

Notes: 1.Ratings shown are those for Standard and Poor’s; comparable ratings are 

issued by Moody’s and Fitch. 

   2. For example, a commercial loan for economic development purposes 
3 Ratings and limits are for guidance only, other information will also be 

taken into account, (eg. Credit default swap prices), in determining whether 

to use a counterparty.  

 

A maximum of 10% of the portfolio will be invested with an individual institution (15% limit 

applied to a group). In addition to these limits, no more than 25% of the Portfolio may be 

placed in each of the regions – North America including Canada; Middle East; Asia; 

Australia and New Zealand and Europe. Non-UK institutions are determined by ultimate 

ownership (parent company) where part of a group. Since money market mutual funds 

themselves dilute risk, a maximum of 20% of the portfolio may be placed with a single fund. 

 

For specified investments, an institution must be rated by at least two of the three 

reference agencies and, if these are different, the lowest rating will apply. 
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Appendix B 

 

 

TREASURY TRANSACTIONS 1 SEPTEMBER 2015 TO 31 DECEMBER 2015 

 

 

1. New fixed term loans 

 

  £m  Duration 

Close Brothers  5.000  One Year 

Lloyds Bank  3.000  One Year 

Bank of Scotland  5.000  One Year 

United Overseas Bank Ltd  5.000  One Year 

Bank of Tokyo Mitsubishi UFJ  5.000  Five Months 

Nationwide Building Society  5.000  One Year 

Skandinaviska Enskilda Banken AB  5.000  One Year 

Barclays Bank  5.000  One Year 

Pohjola Bank 

 

5.000 

 Three 

Months 

Development Bank of Singapore  5.000  Nine Months 

  48.000   

 

 

2. Fixed term loans maturing 

 

  £m  Duration 

Close Brothers  5.000  One Year 

Nationwide Building Society  5.000  One Year 

Nationwide Building Society  5.000  One Year 

Development Bank of Singapore  5.000  One Year 

Lloyds Bank  3.000  Six Months 

Bank of Scotland  5.000  Six Months 

Bank of Tokyo Mitsubishi UFJ  5.000  Seven Months 

Barclays Bank  5.000  Seven Months 

Skandinaviska Enskilda Banken AB  5.000  Seven Months 

Sumitomo Mitsui Banking Corp.  5.000  Four Months 

  48.000   

 

 

3. Certificates of Deposit Maturing or sold early 

 

  £m  Duration 

Standard Chartered  10.000  Five Months 

UBS  5.000  

Seven 

Months 

  15.000   
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4. Equal instalments of principle loan maturing 

 

  £m  Duration 

Nite Direct Marketing Limited  0.011  Ten Years 

  0.011   

 

 

5. Loans at no notice 

 

  Placed 
£m 

 Recalled 
£m 

 

Standard Life Investments Sterling 

Liquidity Fund 

 
31.060 

 
35.510 

Morgan Stanley Sterling Liquidity 

Fund 

 
18.650 

 
21.560 

Blackrock ICS Sterling Liquidity 

Fund 

 
18.410 

 
20.420 

Goldman Sachs Sterling Liquidity 

Reserve Fund 

 
9.890 

 
9.530 

JP Morgan Sterling Liquidity Fund  14.740  12.300 

Federated Prime Sterling Liquidity 

Fund 

 
27.950 

 
24.590 

NatWest Bank Call Account  8.600  8.340 

  129.300  132.250 
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Appendix C 

 

 

TREASURY INVESTMENTS AT 31 DECEMBER 2015 

 

 

1. Investments by maturity were -  

 

  31/12/2015  31/08/2015 

  £m  £m 

No notice  15.140  18.090 

Within one week  0  0.000 

Between one and two weeks  8.000  5.000 

Between two weeks and one month  10.000  5.000 

Between one and three months  46.000  33.000 

Between three months and one year  111.000  142.000 

Over one year  0.268  0.279 

  190.408  203.369 

 

 

2. Investments by sector were - 

 

  31/12/2015  31/08/2015 

  £m  £m 

UK Government  5.000  5.000 

Money Market Funds  9.880  13.090 

Banks  150.000  155.000 

Building Societies  25.000  30.000 

Other Specified Lending  0  0.000 

Non-specified Lending  0.528  0.279 

  190.408  203.369 

 

 

3. Investments by region were - 

 

  31/12/2015  31/08/2015 

  £m  £m 

United Kingdom  70.528  80.279 

Asia  30.000  30.000 

Australia & New Zealand  5.000  5.000 

Europe  45.000  45.000 

Middle East  0  0.000 

North America including Canada  30.000  30.000 

Money Market Funds  9.880  13.090 

  190.408  203.369 
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Appendix D 

 

POLICY LIMITS AND TREASURY INVESTMENTS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Maximum 

Limit 

Maximum 

in period 

01/09/2015 

to 

31/12/2015 

1. Specified Investments (limit per 

counterparty)  £m £m 

UK Government Unlimited 0.000 

Local Authorities 20.000 5.000 
Money Market Funds with a minimum rating 

AAA 20.000 11.510 

Institutions with a minimum rating of AAA/A1 20.000 0.000 

Institutions with a minimum rating of AA-/A2 15.000 

          

10.000 

Institutions with a minimum rating of A-/A2 10.000 10.000 
Building Societies – assets greater than £5,000 

million 5.000 0.000 
Building Societies – assets greater than £1,000 

million 2.500 0.000 
Building Societies – assets greater than £250 

million 1.000 0.000 

   
2. Non-specified Investments (limit per 

counterparty)   

Investments for more than one year 5.000 0.279 

Other non-specified investments 5.000 4.930 

   

3. Other Limits (on day of investment)               %                 % 

Percentage of portfolio with a single institution 10.0 5.36 
Percentage of portfolio with a group with 

common ownership 15.0 10.72 

Percentage of portfolio with Asia 25.0 17.54 
Percentage of portfolio with Australia and 

New Zealand 25.0 2.68 

Percentage of portfolio with non-UK Europe 25.0 24.11 

Percentage of portfolio with Middle East 25.0 0.00 
Percentage of portfolio with North America 

including Canada 25.0 16.08 

Percentage of portfolio with a single fund 20.0 5.31 

   

Aggregate value of Non-specified Investments £50.000m £5.198m 
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Appendix E 

GLOSSARY 

 

Basis Point 

 

Interest rates used in Treasury Management are normally quoted in basis points (commonly 

denoted as bp), where one point equates to one hundredth of a percent i.e. 1bp=0.01%. 

 

BoE   Bank of England  

 

The Bank of England is the central bank of the United Kingdom. Sometimes known as the 'Old 

Lady' of Threadneedle Street, the Bank was founded in 1694, nationalised on 1 March 1946, and 

gained independence in 1997. Standing at the centre of the UK's financial system, the Bank is 

committed to promoting and maintaining monetary and financial stability as its contribution to a 

healthy economy.  

 

CDS  Credit Default Swap 

 

Designed to transfer the credit exposure of fixed income products between parties. Payments are 

made to the seller, in return, the seller agrees to pay off a third party debt if this party defaults on 

the loan. A CDS is considered insurance against non-payment.   Higher CDS prices indicate higher 
risk and are used by the Council as one of the tools to measure the risk of investing in 

counterparties.  

 

 

CPI  Consumer Price Index 

 

Measures the change in the general level of prices charged for goods and services bought for the 

purpose of household consumption. It is calculated by taking price changes for each item in a 

predetermined basket of goods and averaging them; the goods are weighted according to their 

importance. Changes in CPI are used to assess price changes associated with the cost of living. In 

the UK it is produced by the UK Office for National Statistics and the government bases 

economic policies around targeting a 2% rate of inflation, so that a comparison of the outcome for 

inflation with the target can provide a means of measuring the success of the relevant economic 

policies. Another main use is to determine the annual increase of state benefits.  

 

DMO  Debt Management Office 

 

The DMO is an Executive Agency of Her Majesty's Treasury. The DMO's responsibilities include 

debt and cash management for the UK Government, lending to local authorities and managing 

certain public sector funds.  

 

ECB  European Central Bank 

 

The ECB was established on 1 June 1998 in Frankfurt am Main as the body at the centre of the 

European System of Central Banks (ESCB) and the eurosystem. Together with the national central 

banks of the EU Member States whose currency is the euro, the ECB defines and implements the 

monetary policy for the euro area. Since the entry into force of the Treaty of Lisbon on 1 

December 2009, the ECB has been an EU institution.  
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EU  European Union 

 

The EU is a unique economic and political partnership between 27 European countries that 

together cover much of the continent. It was created in the aftermath of the Second World War. 

The first steps were to foster economic cooperation: the idea being that countries that trade with 

one another become economically interdependent and so more likely to avoid conflict. 

 

FPC  Financial Policy Committee 

 

A committee of the Bank of England charged with identifying, monitoring and taking action to 

remove or reduce systemic risks with a view to protecting and enhancing the resilience of the UK 

financial system. It has a secondary objective to support the economic policy of the Government. 

It will meet at least four times a year and will publish a record of its formal meetings. It will also be 

responsible for the Bank’s bi-annual Financial Stability Report, which covers the Committee’s 

assessment of the outlook for the stability and resilience of the financial sector and the policy 

actions it advises to reduce and mitigate risks to stability.  

 

MPC  Monetary Policy Committee 

 

A committee of the Bank of England tasked with setting interest rates. The MPC sets an interest 

rate it judges will enable the inflation target to be met. The Committee is made up of nine 
members – the Governor, the two Deputy Governors, the Bank's Chief Economist, the Executive 

Director for Markets and four external members appointed directly by the Chancellor. The 

appointment of external members is designed to ensure that the MPC benefits from thinking and 

expertise in addition to that gained inside the Bank of England.  

 

OBR  Office for Budget Responsibility 

 

The Office for Budget Responsibility was created in 2010 to provide independent and authoritative 

analysis of the UK’s public finances. It is one of a growing number of official independent fiscal 

watchdogs around the world. 

 

It has four main roles: 

 

 producing forecasts for the economy and public finances; 

 judges progress towards the Government’s fiscal targets; 

 assesses the long-term sustainability of the public finances; and, 

 scrutinises the Treasury’s costing of Budget measures. 

 

OTMB Operational Treasury Management Board 

 

The Board meets on a monthly basis to review Treasury Management activity and current 

investment restrictions in light of economic developments. Its members are the head of finance, 

head of investments, chief accountant and the finance manager and senior accountant responsible 

for treasury management. 

 

PWLB Public Works Loan Board 

 

The Public Works Loan Board (PWLB) is a statutory body operating within the United Kingdom 

Debt Management Office, an Executive Agency of HM Treasury. PWLB's function is to lend money 

from the National Loans Fund to local authorities and other prescribed bodies, and to collect the 
repayments. 
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QE  Quantitative Easing  

 

Usually, central banks try to raise the amount of lending and activity in the economy indirectly, by 

cutting interest rates. Lower interest rates encourage people to spend, not save. But when 

interest rates can go no lower, a central bank's only option is to pump money into the economy 

directly, quantitative easing. 

 

Under QE a central bank purchases government bonds from private sector companies or 

institutions, typically insurance companies, pension funds and High Street banks. This increased 

demand for the government bonds pushes up their value, thereby making them more expensive to 

buy, and so they become a less attractive investment. This means that the companies who sold the 

bonds may use the proceeds to invest in other companies or lend to individuals, rather than 

buying any more of the bonds. Prior to 2008, QE had never been tried before in the UK.  
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee  

22 January 2016  

 

Wards: 

 

 

 

 

Treasury Management Strategy 2016-17 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

This report sets out the Council’s proposed treasury management strategy for 2016-17. 

The report will be considered by the Cabinet on 2 February 2016.  In view of the timing of 

respective meeting dates, any comments or recommendations of the Audit Committee will 

be reported orally at that meeting. 

 

B. Corporate Priorities 2011-2016 

 

Reducing Costs, Raising Performance 

  

C. Portfolio 

 

Key Strategic Issues and Finance 

 

D. Recommendation 

 

It is recommended that:  

 

a)  The Committee considers the Treasury Management Strategy for 2016-17. 

 

b)  Subject to any amendments, the Committee recommends the Strategy to Cabinet for 

subsequent approval by full Council at its meeting on 11 February 2016. 

 
 

1. Background  

 

1.1 Article twelve of the Council’s Constitution requires the Interim Director of Corporate 

Resources, as Chief Finance Officer, to secure effective arrangements for treasury 

management. 

 

1.2 The CIPFA treasury management code requires a responsible body to be responsible for 

ensuring effective scrutiny of the treasury management strategy and policies. For East 

Riding that body is the Audit Committee. 

 

 

All wards 

12 
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2. Considerations including Options 

  

2.1 The attached report details the Council’s proposed treasury management strategy for 

2016-17. 

 

 

 

Caroline Lacey 

Interim Director of Corporate Resources 

 

 

 

Contact Officer: Julian Neilson  

 Interim Head of Finance 

Telephone Number: 01482 394100 

E.mail: julian.neilson@eastriding.gov.uk  

 

Contact Officer: Mark Buckton 

 Senior Accountant 

Telephone Number: 01482 394253         

E.mail: mark.buckton        @eastriding.gov.uk 
 

Background Papers None 
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: The Cabinet  

2 February 2016  

 

Wards: 

 

 

 

 

Treasury Management Strategy 2016-17 

 

 

 

Report of the Interim Director of Corporate Resources 

 

A. Executive Summary 

 

 Treasury Management is the management of the Council’s 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. 

 

 Department for Communities and Local Government (DCLG) Guidance under the 
Local Government Act 2003 requires local authorities to set out their policies for 

managing investments and for giving priority to the security and liquidity of those 

investments. 

 

 This strategy is drawn from the Council’s Treasury Policy Statement and covers 

investments, borrowing, the outlook for interest rates, the management of associated 

risks and the policy to be adopted on Minimum Revenue Provision (MRP). 

 

 The Strategy was considered by the Audit Committee on 22 January 2016 and its views 

will be reported orally to the Cabinet. 

 

B. Corporate Priorities 2011-2016 

 

 Reducing Costs, Raising Performance 

  

D. Portfolio 

 

Key Strategic Issues and Finance 

 

D. Recommendation and Reason for Recommendation 

 

That the Cabinet recommends to Council the Treasury Management Strategy and MRP 

policy as set out in this report.   

All wards 
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DCLG Guidance requires an annual investment strategy and an MRP policy to be approved 

by full Council before commencement of the financial year. 

 

1. Background  

1.1 Treasury Management is the management of the Council’s cash flows, its banking, money 

market and capital market transactions; the effective control of the risks associated with 

those activities and the pursuit of optimum performance consistent with those risks. 

 

1.2 The Council maintains and operates a Treasury Management Policy comprising the 

principles and practices to which the activity will comply.  Alongside this policy, the 

Council must have regard to Department for Communities and Local Government 

(DCLG) guidance, under section 15(1)(a) of the Local Government Act 2003.  This 

guidance provides for each authority to determine its own controls within a given 

framework. 

 

1.3 This strategy is developed from and complies with the Council’s Treasury Management 

Policy and takes account of the DCLG guidance referred to above. 

 

2. Considerations including Options 
  

2.1 This report considers the strategy to be followed, during 2016-17, for investment and 

borrowing. It also sets out the Council’s expectation for interest rates and highlights the 

uncertainties and risks in the forecast. 

 

2.2 Furthermore, the report considers those aspects of treasury policy that change annually or 

more frequently, highlighting the Council’s views or interpretation of factors that may 

influence treasury management decisions and proposes how these matters will be dealt 

with during 2016-17. 

 

3. Treasury Management Strategy 

 

3.1 The prime objective of the Council’s investment strategy is to maintain capital security 

whilst ensuring that there is the necessary liquidity to carry out its business.  Within these 

constraints, the strategy aims to maximise returns. 

 

3.2 The borrowing strategy aims to minimise both the revenue cost of debt and the potential 

volatility of these costs which can arise from changes to interest rates. 

 

3.3 One revenue consequence of borrowing is the statutory requirement to set aside an 

amount for repayment of debt, known as Minimum Revenue Provision (MRP).  Regulations 

require the authority to determine annually a principle by which MRP will be determined. 

 

3.4 The Treasury Management Strategy aims to protect the Council from market-related risks 

by monitoring interest rates, economic indicators and UK and overseas government 

finances and reacting accordingly.  A range of information sources are used to inform 

economic analysis and forecasts. 

 

3.5 The following paragraphs represent the detailed strategy to be followed during 2016-17. 
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4. Investment 

 

4.1 Except for speculative type investments (eg stock market), local authorities are free to 

invest money widely.  The DCLG guidance provides two definitions for investments – 

specified and non-specified investments. 

 

4.2 Specified investments are those investments denominated in sterling, which are due or may 

be required to be repaid within 12 months of the date the transaction was made and the 

organisation or scheme with which the investment is made is of high credit quality.  Non-

specified investments are all other investments. 

 

4.3 The guidance leaves it to each local authority to determine what it considers high credit 

quality.  East Riding of Yorkshire Council demands security of capital as a prime objective.  

It is considered that those institutions with a long-term rating of A- or higher combined 

with a short-term rating of A2 or higher are commensurate with a low level of risk.  These 

levels constitute the top three (of four) investment grade categories.  The Council does 

not rely on credit ratings alone.  In addition to and complementing credit ratings, the use 

of credit default swap prices, real-time market data monitoring, and quality financial press 

are used to gain further market intelligence and determine those organisations of high 

credit quality.  An extract from the Council’s Treasury Policy is at Appendix 1, which sets 

out the limits that apply to each counter party and the portfolio as a whole. 
 

4.4 Non-specified investments are risk-assessed at the time an investment is made. Unquoted 

investments will not normally be made. 

 

4.5 Investment risk cannot be entirely eliminated but is managed through the credit and 

counterparty framework set out in the Treasury Management Policy.  

 

4.6 The following restrictions to the investment criteria in the Treasury Management Policy 

remain in place: 

 

 The maximum loan limit for specified investments is set at £10m and the maximum 

duration is twelve months. 

 The limit on deposits placed in AAA-rated money market mutual funds is set higher at 
£15m per fund, since those funds mirror the Council’s policy objectives of security and 

liquidity. 

 Investments are permitted with banks domiciled in the core Euro-member states of 

Germany, the Netherlands, Belgium and Finland.  Banks domiciled in the weaker 

peripheral Euro-zone countries remain suspended in view of the ongoing sovereign 

debt issues in the region, although significant progress has been made by their 

governments to address this. 

 To enhance diversification, up to 10% of the investment portfolio may be invested in 
corporate bonds, restricted to those issued by specific counterparties agreed by the 

Operational Treasury Management Board (OTMB).  

 

4.7 The OTMB will continue to monitor market conditions throughout the year and amend 

investment criteria within the Treasury Management Policy as appropriate. 
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5. Borrowing 

 

5.1 In general, the Council will borrow for one of two purposes – to finance cash flow in the 

short term or to fund capital investment over the longer term.  It is not anticipated that it 

will be necessary to borrow during 2016-17 to finance cash flow deficits. 

 

5.2 The government intends that all supported capital expenditure will be grant funded. 

Additionally, capital investment plans provide for £23.4m of unsupported borrowing and 

there is at present an underlying need to borrow up to £77.6m during 2016-17 to finance 

past capital expenditure. 

 

5.3 The Council is able to borrow from the Public Works Loan Board, a statutory body, and 

would expect to be able to meet its needs from that source.  However, loans are also 

available from the market and these will also be considered if the costs of such loans are 

favourable. 

 

5.4 The Council’s debt portfolio is managed to ensure that the maturity profile will not leave 

any one future year with a high level of repayments that could present difficulties in 

refinancing.  In line with this, long term borrowing in 2016-17 will generally be taken on the 

basis of equal instalment of principal or annuity, rather than maturity, thereby spreading 

repayments over future years. 
 

5.5 The exception to this is borrowing in respect of the HRA. This is generally structured to 

match business plan cash flow. 

  

5.6 Whilst the above deals with past or present borrowing requirements, it is also possible to 

borrow in advance of need.  Current capital investment forecasts require funding from 

borrowing of £29.7m for the two years 2017 – 2019, however it may not be necessary to 

action this borrowing until a later point if cash balances allow.  Borrowing in advance of 

need introduces additional credit and interest risk.  Whilst there is no present intention to 

borrow in advance, should conditions favour such action all risks will be then considered. 

 

5.7 Furthermore, the portfolio is regularly reviewed to identify any refinancing opportunities. 

The current interest rate structure means this is not cost effective and it is unlikely that 

such an opportunity will present itself this year. 

 

6. Interest Rates 

 

6.1 There are many influences that affect money market sentiment and consideration is given 

to both short-term and long-term interest rates, which move and react differently and to 

differing factors. The relevant treasury management decisions taken in respect of the 

strategy will be influenced by the prevailing interest rates throughout the year. 

 

6.2 The Bank of England’s Monetary Policy Committee (MPC) is charged with setting UK 

Official Bank Rate in order to achieve a Consumer Price Inflation (CPI) target of 2% in two 

years time.  For short-term rates, money markets are normally guided by Bank Rate, or 

more precisely the level, direction and timing of bank rate changes.  In other words, money 

markets try to predict what the MPC will do in the future. 

 

6.3 The MPC has held Bank Rate at 0.5% since March 2009 in an effort to encourage lending 

and stimulate domestic consumer spending and business investment.  With the rate close 
to zero the Bank also embarked on a programme of asset purchases using ‘new’ money, a 
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process known as quantitative easing (QE).  In 2015, the level of this unprecedented 

activity was maintained at £375bn.    The MPC has stated that when Bank Rate does begin 

to rise, it would do so gradually, depend on economic developments, and likely be 

materially below the 5% average level prior to the financial crisis.  Markets expect the first 

0.25% rate rise towards the end of 2016 and anticipate Bank Rate to end 2017 at 1%.   

However, this could be delayed because of the UK’s reliance on domestic consumers and 

the negative impact an increase in mortgage rates could have on their disposable income.  

 

6.4 The UK fell into deflation twice during 2015, ending November with weak Consumer Price 

Inflation (CPI) of 0.1% suppressed by falling oil and other commodity prices and the 

continuing supermarket price war.  The Bank of England’s (BoE) November Inflation 

Report forecast CPI to remain below 1% for most of 2016, gradually returning to the 2% 

target by the end of 2017.  

 

6.5 Longer-term rates are set by reference to bond yields, which concentrate on perceived 

success in inflation management. Government bond yields move with expectations of 

ability and willingness to control inflation but are also influenced by the supply of bonds.  

The UK continued to benefit from ‘safe haven’ status as investors responded to 

geopolitical tensions, the slowing Chinese economy and falling oil prices and moved capital 

from emerging markets.  

 
6.6 However, debate has begun to intensify over Britain’s EU membership referendum 

scheduled to take place before the end of 2017.  Concern over the outcome could result 

in a significant reduction of business investment in the UK economy.  A loss of faith in the 

government’s ability to effectively manage the economy, regardless of the result, would 

lead to Gilts losing their safe-haven status and rising public borrowing costs.  

 

6.7 Annual gilt issuance in 2016-17 remains around three times normal as the government 

manages the budget deficit caused by the recession.  If the current OBR forecast for 2016 

UK economic growth of 2.4% is realised, yields in the UK should start to rise as investors 

look to switch out of gilts into shares.   

 

6.8 Public Works Loan Board interest rates are priced around 0.8% above gilts.  Twenty-five 

year rates have moved between 2.83% and 3.46% during 2015-16, with 50-year rates 

moving between 3.29% and 3.87%. Expectations are that the range during 2016-17 will be 

from 3.50% to 4.50%. 

 

6.9 The strategy does not rule out the possibility of economic circumstances changing during 

2016-17, but in view of the forecast a ‘trigger point’ of 4.50% will be used, being the rate at 

which active consideration will be given to borrow longer term. 

 

7. Management of Risk 

 

7.1 Credit and counterparty risk and market risk (the risks associated with the core principles 

of security, liquidity and yield) are managed within and monitored against the framework 

approved in the Treasury Management Policy. 

 

7.2 Investment is mainly by cash deposits with financial institutions. However, in order to 

increase diversification it is possible to purchase financial assets issued by banks, non-

financial companies, sovereigns and sub-sovereign organisations. These assets, such as 

Certificates of Deposit and bonds are bought with a view to accessing counterparties not 
normally available to the Council. 
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7.3 Limited use of derivatives to manage risk appears to be permitted by the Localism Act 

2011 and the latest CIPFA Code of Practice on Treasury Management. However, 

government has been silent on this matter and it is likely that it will be left for the courts 

to determine. Consequently, the use of derivatives will not be considered until the 

situation becomes clarified. 

 

7.4 The OTMB continues to meet bi-monthly, chaired by the S151 Officer, to consider issues 

of best practice, market conditions and intelligence and formally review the restrictions in 

place over investment and borrowing within the limits set out in the Treasury Management 

Policy. 

 

8. MRP Statement 

 

8.1 A revenue consequence of borrowing is the statutory requirement to set aside an amount 

for the repayment of debt, known as Minimum Revenue Provision (MRP). Regulations 

require the authority to determine annually a principle by which MRP will be determined.  

 

8.2 DCLG guidance requires that before the start of each financial year a local authority 

prepares a statement of its policy on making MRP in respect of that year and submits it to 

the full Council.  
 

8.3 The 2008 regulations require the amount of MRP charged to be a prudent amount. The 

broad aim of prudent provision is to ensure that debt is repaid over a period that is either 

reasonably commensurate with that over which the capital expenditure provides benefits, 

or, in the case of borrowing supported by government funding, reasonably commensurate 

with the period implicit in the determination of that funding. 

 

8.4 It is recommended that the Council applies the following policy to determine its MRP for 

2016-17:  

 

 For all capital expenditure incurred before 1 April 2007 MRP will be calculated by using 

the regulatory method (4% reducing balance). 

 

 The asset life method is to be used to calculate MRP for all General Fund capital 
expenditure incurred from 1 April 2007, with the asset life determined from the outset 

and MRP charged in the year following the one in which the expenditure is incurred, 

with the exception of: 

a) Where expenditure is incurred over more than one year, then the asset life and 

MRP shall commence in the year the asset becomes operational in accordance 

with proper accounting practice, 

b) Deemed capital expenditure financed by borrowing which will have an asset life 

as prescribed in the guidance, and 

c) Finance leases and PFI assets which will have a life determined by the life of the 

financial instrument as a proxy for asset life. Use of the financial instrument life 

to determine MRP is similar to the prescribed life in respect of deemed capital 

and associates the charge to revenue with cash flows.  

 

 For HRA capital expenditure, there is no requirement to set aside MRP or to repay 

debt. Consequently, the HRA will periodically set aside voluntarily an amount 

considered affordable within its business plan. 
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8.5 This is a continuation of existing practice. The policy for calculating MRP for 2016-17 may 

be revised and brought back for further consideration at a later date if deemed 

appropriate. 

 

9. Conclusion 

 

9.1 Financial markets have not yet returned to normal. In light of this and with the prime 

objective of capital security, as outlined in section 4, restrictions on lending will continue to 

be subject to regular review. 

 

9.2 For borrowing, a ‘trigger point’ of 4.50% will be used, being the rate at which active 

consideration will be given to borrow longer term. Whilst borrowing above that level may 

be considered, the Council is not in a position where it needs to borrow at any cost. 

 

9.3 The determination of the MRP policy set out in section 8 offers the Council maximum 

flexibility in its charge to revenue. 

 

9.4 The Council’s Treasury Management Policy is regularly reviewed to ensure that it 

continues to reflect best practice. 

 

Caroline Lacey 
Interim Director of Corporate Resources 

 

 

 

Contact Officer: Julian Neilson  

 Interim Head of Finance 

Telephone Number: 01482 394100 

E.mail: julian.neilson@eastriding.gov.uk  

 

Contact Officer: Mark Buckton 

 Senior Accountant 

Telephone Number: 01482 394253         

E.mail: mark.buckton        @eastriding.gov.uk 

 

Background Papers 
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Appendix 1 

 

EXTRACT FROM THE TREASURY MANAGEMENT POLICY 

 

Credit and Counterparty Risk Management  

 
For specified investments, an institution or instrument must be rated by at least two of the three reference 

agencies and, if these are different, the lowest rating will apply.  

 

Credit ratings are ‘live’ and therefore subject to change. New ratings may be issued and existing ratings may 

go up or down. As such it is not appropriate to include in this statement a list of counterparties meeting 

the above criteria since it would only be valid at a point in time, although in practice a list is maintained. 

 

Similarly, non-specified investments will be assessed on their merits at the time of investment, having regard 

to the counterparty, size and duration of the investment, which will not exceed five years. The aggregate of 

non-specified investments is limited to £50 million at any one time.  

 

To further embed diversification, a maximum of 10% of the portfolio will be invested with an individual 

institution (15% limit applied to a group). In addition to these limits, no more than 25% of the Portfolio may 

be placed in each of the regions – North America including Canada; Middle East; Asia; Australia and New 

Zealand and non-UK Europe. Non-UK institutions are determined by ultimate ownership (parent company) 

where part of a group. Since money market mutual funds themselves dilute risk, a maximum of 20% of the 

portfolio may be placed with a single fund. 

 

Applying the principles detailed above provides the following framework, within which counterparties and 

investment transactions will be made.  
 

  Maximum 

Limit 

1. Specified Investments (limit per counterparty) 1  

    UK Government Unlimited 

    Local Authorities £20.0m 

    Money Market Funds with a minimum rating AAA3 £20.0m 

    Institutions with a minimum rating of AAA/A13 £20.0m 

    Institutions with a minimum rating of AA-/A23 £15.0m 

    Institutions with a minimum rating of A-/A23 £10.0m 

    Building Societies – assets greater than £5,000 million £5.0m 

    Building Societies – assets greater than £1,000 million £2.5m 

    Building Societies – assets greater than £250 million £1.0m 

  

2. Non-specified Investments (limit per counterparty)  

    Investments for more than 365 days £5.0m 

    Other non-specified investments 2 £5.0m 

  

3. Other Limits (on day of investment)  

    Percentage of portfolio with a single institution 10.0% 

    Percentage of portfolio with a group with common ownership 15.0% 

    Percentage of portfolio within UK Europe Unlimited 

    Percentage of portfolio within each geographic region 25.0% 

    Percentage of portfolio with a single fund 20.0% 

    Aggregate value of Non-specified Investments £50.0m 

 
Notes: 1.Ratings shown are Standard and Poor’s; comparable ratings are used by Moody’s and Fitch 

rating agencies. 

  2. For example, a commercial loan for economic development purposes 
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3 Ratings and limits are for guidance only, other information will also be taken into account, 

(eg. Credit default swap prices), in determining whether to use a counterparty.  
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EAST RIDING OF YORKSHIRE COUNCIL 
 

Report to: Audit Committee   
22 January 2016 

Wards: All Wards 
 

 
Protecting the Public Purse Report 

 

 
Report of the Interim Director of Corporate Resources 
 
A. Executive Summary 
 

In October 2014 the Audit Commission published their last ‘Protecting the Public Purse’ 
report following the 2014 survey before they ceased in March 2015. The results of this 
were reported to the Audit Committee in January 2015. 
 
Following on from the success of these reports in previous years, the team responsible 
for them joined The European Institute for Combatting Corruption and Fraud 
(TEICCAF) to continue the work and publish information on fraud and corruption 
detected by English Council’s.  
 
Following their survey in early 2015, they published the latest ‘Protecting the Public 
Purse’ report in July 2015. The report continues to show that fraud is a significant 
problem and focuses on the continuing progress by local government to protect 
taxpayers by fighting fraud, as well as highlighting longer term trends and regional 
developments with an aim to sharing good practice. 
 
This report provides a summary of the report and provides a response to the 
recommendations and checklists issued in the Protecting the Public Purse report. 
 

B. Corporate Priorities 2011-2016 
 
 Reducing costs, raising performance 
  
C. Portfolio 
 
 Key Strategic Issues 
 Council Corporate Service and Performance 
 
D. Recommendations 
 
 It is recommended that the Committee note: 
 

i) The recommendations raised in the protecting the public purse report and the 
Council’s response to these; 

ii) The update against the protecting the public purse checklist;  
 

 

13 
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1. Background 
 

1.1. In October 2014, the Audit Commission published their last ‘Protecting the Public 
Purse’ report following the 2014 survey before they ceased in March 2015.  The results 
of this were reported to the Audit Committee in January 2015. 
 

1.2. Following on from the success of these reports in previous years, the team responsible 
for them joined The European Institute for Combatting Corruption and Fraud 
(TEICCAF) to continue the work and publish information on fraud and corruption 
detected by English councils. 
 

1.3. Following their survey in early 2015, they published the latest ‘Protecting the Public 
Purse’ report in July 2015. The report continues to show that fraud is a significant 
problem and focuses on the continuing progress by local government to protect 
taxpayers by fighting fraud, as well as highlighting longer term trends and regional 
developments with an aim to sharing good practice.  
 

2. Protecting the Public Purse 
 
Report Summary 
 

2.1. The report is based on the TEICCAF annual fraud survey, which was sent to all local 
government bodies.  However, unlike the Audit Commission survey which was 
mandatory, it was a voluntary survey though a good response of 59.5% was received 
(ERYC did respond to the survey).  The results received have then been extrapolated to 
show a full picture of fraud and its detection within local government over the last year. 
 

2.2. Overall the report comments that local government bodies detected fewer frauds in 
2014/15, though the average value of each fraud detected was up by 11%. It also states 
that: 
 

 local government bodies have shifted their focus from benefit fraud to non-benefit 
fraud;  

 fewer housing tenancy frauds have been detected;  

 right to buy (RTB) cases more than doubled; and, 

 a new category of fraud around ‘No Recourse to Public Funds’ (NRPF) has 
emerged. 

 
2.3. The report shows that more than 84,608 cases of fraud were detected during 2014/15 

which is a reduction of 18.4% on 2014/15 (103,743 cases).  However, the value of these 
detected frauds was £207 million which is an 11% increase in value compared to 
2014/15 (£186 million).  Over half of these losses are in relation to housing and council 
tax benefit frauds (£109 million).  
 

2.4. The above figures exclude housing tenancy fraud as the survey records the number of 
properties recovered by councils and not their value. In 2014/15, councils recovered 
2,993 homes from tenancy fraudsters, down 1.2% on the previous year (3,030 in 
2014/15).  The National Fraud Authority NFA has continued to adopt a national average 
loss to the public purse of £18,000 per property subject to tenancy fraud. 
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2.5. The report recognises that these results are affected by a period of major change for 
councils as they face significant funding reductions and the creation of the national 
counter fraud arrangements through the introduction of a single fraud investigation 
service (SFIS).  The report makes a number of recommendations to help improve the 
continued fight against fraud.  These recommendations are identified below. 
 
Report Recommendations 
 

2.6. The report states that all local government bodies should: 
 

 use the checklist for councillors, senior officers and others responsible for audit and 
governance (Appendix B) to review their counter-fraud arrangements;  

 use the free, tailored benchmark comparative analysis (available from autumn 2015) 
to challenge poor performance;  

 assess their own strategy in the context of the national Fighting Fraud Locally 2015 
strategy;  

 give consideration to the social harm caused by fraud when determining their overall 
strategy to tackle corporate fraud;  

 accelerate re-focusing of counter fraud activities towards non-benefit (corporate) 
frauds;  

 record and report fraud as fraud;  

 celebrate and promote their performance in detecting fraud and corruption; and  

 assess their exposure to RTB and NRPF fraud risks.  
 

2.7. The Council’s response to these recommendations is included at Appendix A. 
 
Checklist 
 

2.8. One of the recommendations above is that those charged with audit and governance 
should use the checklist attached to the report to review their counter fraud 
arrangements.  This checklist has been considered and the council’s position is included 
in Appendix B.  It should be noted that, though similar to the checklists included in 
previous Protecting the Public Purse (PPP) reports, it has been significantly shortened 
and therefore previous updates have not been included as in previous years. 
 

 
 

Caroline Lacey 
Interim Director of Corporate Resources 

 
Contact Officer:  Carl Braddy 
    Audit and Technical Manager 
Telephone Number:  01482 394105 
Email:    carl.braddy@eastriding.gov.uk 
 
Background Papers 
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Appendix A – Response to Recommendations within Protecting the Public Purse 2014 
 

 Recommendation Response 

 All Public Bodies  

a use the checklist for councillors, senior 
officers and others responsible for audit 
and governance to review their counter-
fraud arrangements  
 

See appendix B 

b use the free, tailored benchmark 
comparative analysis (available from 
autumn 2015) to challenge poor 
performance 
 

The benchmarking comparative analysis has 
not been issued however this will be utilised 
once released to ensure we are fully up to 
date in all areas. 

c assess their own strategy in the context of 
the national Fighting Fraud Locally (FFL) 
2015 strategy 
 

This was completed when the FFL strategy 
was first issued and is now completed as 
part of the annual review of counter fraud 
and corruption arrangements. As new FFL 
guidance is issued around specific areas 
this will be incorporated. 
 

d give consideration to the social harm 
caused by fraud when determining their 
overall strategy to tackle corporate fraud 
 

The council takes all cases of fraud seriously 
and does consider the social harm caused by 
such cases regardless of the financial size. 
This is demonstrated by the corporate 
approach to counter fraud in place which 
ensures that a zero tolerance attitude is 
maintained. This corporate approach is 
embedded in the related policies and 
procedures which include: 
 

 Counter Fraud and Corruption Policy 

 Counter Fraud Response Plan 

 Whistle Blowing Policy 
 
Each of the above policies is replicated for 
the Council’s maintained schools. 
 
These policies are supported by the 
Council’s HR disciplinary policies 
 
When fraud is detected appropriate 
sanctions are taken to ensure redress 
including action: 
 

 in accordance with the councils 
disciplinary policies as demonstrated by 
previous cases including the dismissal of 
officers as and when appropriate 

 to recover monies lost from the 
offenders to minimise any loss to the 
Council and hence the public 
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 Recommendation Response 

 

e accelerate re-focusing of counter fraud 
activities towards non-benefit (corporate) 
frauds 
 

We do not have a dedicated Counter Fraud 
team except in relation to benefit related 
support which includes Council Tax 
Benefit/Support fraud (including Single 
Person Discount fraud) and Tenancy 
Fraud. 
 
All other investigations and proactive work 
are undertaken by the Internal Audit team. 
 
Since 1 October 2013, the teams are both 
managed by the Audit & Technical 
Manager 
 
Resources have also been considered in 
more detail as part of the roll out of SFIS 
with the Council transferring its 
responsibility for housing benefit fraud on 
1 September. This review resulted in the 
Council retaining a team to consider all 
other benefit related fraud and included 
funding from the HRA in relation to 
tenancy fraud.  
 
A review of the utilisation of resources is 
constantly being undertaken to maximise 
the effective use of resources in delivering 
assurance and maintaining the high 
standards expected by the Council. This 
includes ensuring that a counter fraud and 
corruption resource is maintained to 
combat the risk faced. As part of this the 
inter-connectivity between the two teams is 
being reviewed and assistance is being 
provided by the benefit fraud team on 
corporate fraud work. 
 

f record and report fraud as fraud 
 
 
 
 
 
 
 
 
 
 
 
 

Through our Whistle Blowing Policy, of 
which all staff are made aware we have 
adequate arrangements in place to enable 
people to report any suspicion of fraud. 
The number of whistle blows received 
confirms its effectiveness and that people 
have confidence to use the arrangements. 
 
We also make other parties aware of our 
whistle blowing arrangements – for 
instance, all suppliers are made aware 
through our terms of contract, and the 
public are made aware through various 
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 Recommendation Response 

 
 
 
 
 
 
 

channels, including the website. 
 
A full record of all frauds is maintained by 
Internal Audit along with any relevant 
Investigation files in accordance with the 
Records Retention Policy. 
 
When fraud is detected appropriate 
sanctions are taken in accordance with the 
councils disciplinary policies as 
demonstrated by previous cases including 
the dismissal of officers as and when 
appropriate. Action is also taken to recover 
monies lost from the offenders to 
minimise any loss to the council. 
 
Lessons learned reports are prepared for all 
significant cases which highlight the 
weaknesses that allowed the fraud to be 
conducted and make recommendations for 
improvements to the control environment. 
 
All proven cases of fraud are publicised in 
the quarterly “Only Fools and Fraudsters” 
publication.    
 
Housing Benefit fraud cases are routinely 
publicised in the local press to act as a 
deterrent.  Other frauds are publicised in 
the media when appropriate. 
 

g celebrate and promote their performance 
in detecting fraud and corruption 
 

h assess their exposure to RTB and NRPF 
fraud risks 
 

See question 6 (appendix B) 
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Appendix B – Protecting the Public Purse Checklist 
 

 Question Yes No Comment 

1 A) Do we have a zero tolerance policy towards 
fraud?  

  Stated within our Counter Fraud and Corruption Policy and 
Whistleblowing Policy 
 

1 B) Does our fraud and corruption detection results 
demonstrate that commitment to zero tolerance?  
 

  All fraud regardless of value is investigated with appropriate 
action being taken when fraud is detected. 

2 Do we have a corporate fraud team?    See recommendation e 
 

3 Does a councillor have portfolio responsibility for 
fighting fraud across the council?  

  Fraud falls within the remit of the councillor responsible for the 
portfolio of Council Support Services. The Councillor holds 
regular meetings with the Head of Finance and Audit & 
Technical Manager to discuss fraud, risk and internal audit 
matters 
 

4 A) Have we assessed our council against the 
TEICCAF fraud detection benchmark analysis 
(available autumn 2015)  

  The benchmarking comparative analysis has not been issued. 
However, this will be utilised once released to ensure we are fully 
up to date in all areas. 
 

4 B) Does that benchmark analysis of fraud detection 
identify any fraud types which we should give 
greater attention to?  
 

  N/a 

5 Are we confident we have sufficient counter-fraud 
capacity and capability to detect and prevent non-
benefit (corporate) fraud, once SFIS has been fully 
implemented?  
 

  See recommendation e 
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 Question Yes No Comment 

6 Do we have appropriate and proportionate defences 
against the emerging fraud risks, in particular:  
 

 Right to Buy fraud 

 No Recourse to Public Funds (NRPF) fraud. 
 

  These are considered as part of the ongoing assessment of fraud 
risk undertaken by management as part of their risk 
management processes and as part of the work undertaken by 
the Audit & Technical Section, including the provision of advice 
to management in the development of controls around these 
areas. 
 
Superficially in relation to right to buy frauds, mechanisms are in 
place to detect and prevent fraudulent applications which 
include raising the awareness with the relevant teams. As a 
result, all applications are passed to the Benefit Fraud & 
Enforcement team who undertake a number of checks on the 
applications. These mechanisms do work as a number of 
applications have been rejected due to fraudulent reasons. 
 
As the report states, NRPF is a new and emerging area however 
when an application is received for any benefit related claim 
then appropriate checks are undertaken on the individual(s) to 
ensure their eligibility including a review of records held by 
other government departments and credit agencies. Also, the 
teams affected do have good relationships with the Immigration 
Service and will contact them for advice as needed. 
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