
 

 

 

 

 

 

Audit and Standards Committee 

 

Monday 4th February, 2019 at 6.00pm 

in Committee Room 3 at the Council House, Priory Road, Dudley 

 

Agenda - Public Session 

(Meeting open to the public and press) 

 

1. Apologies for absence. 

 

2. To report the appointment of any substitute Members for this meeting of the 

Sub-Committee. 

 

3. To receive any declarations of interest under the Members’ Code of Conduct. 

 

4. To confirm and sign the minutes of the meeting on 10th December, 2018, as a 

correct record. 

 

5. Grant Thornton Letter -  Grant Certification Work 2017/18  (Pages 1-5) 

 

6. Grant Thornton Audit Plan 2018/19  (Pages 6-42) 

 

7. Treasury Management  (Pages 43-59) 

 

8. Risk Management  (Pages 60-82) 

9. To consider any questions from Members to the Chair where two clear days 

notice has been given to the Monitoring Officer (Council Procedure Rule 

11.8). 

 

10. Under the provisions of Part I of Schedule 12A to the Local Government Act 
1972, the Monitoring Officer has decided that there will be no advance 
disclosure of the following reports because the public interest in disclosing the 
information is outweighed by the public interest in maintaining the exemption 
from disclosure. The submission of these reports complies with the Local 
Authorities (Executive Arrangements) (Meetings and Access to Information) 
(England) Regulations 2012.  



 

  

11. Resolution to exclude the public and press 

 

 Chair to move: 

 

“That the public and press be excluded from the meeting for the following item of 

business on the grounds that it involves the likely disclosure of exempt 

information relating to any individuals under Part I of Schedule 12A to the Local 

Government Act 1972, as amended.” 

 

Agenda - Private Session 
(Meeting not open to the public and press) 

 

12. Annual Audit Report in relation to the People Directorate  (Pages 83-123) 

 

13. Audit Services Interim Performance Report 2017/18  (Pages 124-132) 

 

 

 
 

Chief Executive 

Dated: 25th January, 2019 

 

Distribution: 

 

Councillor A Aston (Chair) 

Councillor M Evans (Vice-Chair) 

Councillors B Challenor, J Cowell, S Keasey, S Mughal, J Roberts, E Taylor and T 

Westwood 

 



 

Please note the following important information concerning meetings at 

Dudley Council House: 

 

 In the event of the alarms sounding, please leave the building by the nearest 

exit. There are Officers who will assist you in the event of this happening, 

please follow their instructions.  

 

 There is no smoking on the premises in line with national legislation.  It is an 
offence to smoke in or on these premises.  

 

 The use of mobile devices or electronic facilities is permitted for the purposes 
of recording/reporting during the public session of the meeting.  The use of 
any such devices must not disrupt the meeting – Please turn off any ringtones 
or set your devices to silent. 
 

 If you (or anyone you know) is attending the meeting and requires assistance 

to access the venue and/or its facilities, please contact us in advance and we 

will do our best to help you. 

 

 Information about the Council and our meetings can be viewed on the website 
www.dudley.gov.uk 
 

Elected Members 

 

 Agendas containing reports with exempt information should be treated as 

private and confidential.  It is your responsibility to ensure that information 

containing private and personal data is kept safe and secure at all times.  

Following the meeting, confidential papers should be handed to the 

Democratic Services Officer for secure disposal.  If you choose to retain the 

documents you should ensure that the information is securely stored and 

destroyed within six months. 

 

 You can contact Democratic Services by Telephone 01384 8185238 or  

E-mail Democratic.Services@dudley.gov.uk 

 

 

 

 

http://www.dudley.gov.uk/
mailto:Democratic.Services@dudley.gov.uk
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 Minutes of Audit and Standards Committee 
 

Monday 10th December, 2018 at 6.00 p.m. 
in Committee Room 3, The Council House, Dudley 

 
  

Present:- 
 
Councillor A Aston (Chair) 
Councillor M Evans (Vice-Chair) 
Councillors B Challenor, J Cowell, B Gentle, S Keasey, S Mughal, J Roberts and 
T Westwood. 
 
Officers: 

I Newman (Chief Officer Finance and Legal Services), R Cooper (Head of 
Financial Services), M Farooq (Lead for Law and Governance/Monitoring Officer),   
M Grainger (Corporate Fraud Manager), G Harrison (Head of Audit Services), E 
Newman (Principal Auditor), A Taylor (Principal Auditor) and L Jury (Democratic 
Services Officer). 
 
Also in attendance: 
 
A Lunt (Strategic Director Place) for agenda item no. 12  
D Harkins (Chief Officer Health and Wellbeing) for agenda item no. 8  
S Taylor (Head of Digital and ITC Services) for agenda item no. 6 
R Jones and K Jesson (Strategic Business Partners) for agenda item nos. 5 and 
13 
 
 

 
23. 

 
Declarations of Interest 
 

 No member made a declaration of interest in accordance with the Member’s Code 
of Conduct. 
 

 
24. 

 

 
Minutes 
 

 Resolved 
 

  That the minutes of the meeting held on 24th September, 2018, be 
approved as a correct record and signed. 
 

 
25. 

 
Code of Conduct for Employees 
 

 A report of the Chief Officer Transformation and Performance was submitted 
relating to the changes following a review of the Code of Conduct for Employees, 
attached as Appendix 1 to the report. 
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In presenting the report, the Strategic Business Partner, reported that the Code 
had last been approved by this Committee back in April 2013 and it was agreed in 
December 2017 that a full review would take place this year.  It was noted that a 
comprehensive 18 months consultation period had been undertaken and that the 
reviewed Code would now be incorporated into all employees Terms and 
Conditions and contracts and it was stated that the Code would be updated 
annually. 
 
Reference was then made to the Code of Conduct, as set out in Appendix 1 of the 
report, and in particular, the quick view summary of the Code as set out on page 
7. It was noted that since the last review, the Council’s values and behaviours had 
been launched and these values had now been incorporated into the Code. 
 
A summary of the main changes to the Code were presented, as set out in 
paragraph 5 of the report, noting the new modernised, visual identity of the Code; 
sections added relating to Policies, Procedure, Professional Codes of Practice 
and Safeguarding to add strength to the Code and the separation of the ‘Gifts and 
Hospitality’ to provide a clearer explanation and understanding to minimise risks 
of non-compliance, in line with Audit requirements.  The Code was legally 
compliant in terms of legislation such as the Equality Act and had been bought 
up-to-date with service management and job titles. 
 

 It was planned to launch the document at the end of January 2019 using the 
Insight Policy Acceptance System where all employees would be requested to 
digitally acknowledge that they have read and understood the document and the 
consequences of not adhering to the Code.  All new employees would need to 
complete the online acceptance through their induction process.  The Code had 
been incorporated into the annual policy cycle and would be updated where 
necessary and on an annual basis. 
 

 Arising from the presentation, Members welcomed the Code and were reassured 
to hear that the document would now be reviewed annually.  In relation to 
comments made regarding feedback on the implementation of the new Code, 
specific reference to the disclosure of Member/Officer relationships and officers 
working with Elected Members, the Monitoring Officer assured Members that 
Elected Member/Officer relationships were covered in both this Code and the 
Members Code of Conduct and officers were made aware of the need to disclose 
such information when they first apply for a position at the Council. The Strategic 
Business Partner also advised that these issues would be referred back to the 
team to be considered in the review being undertaken to the Member/Officer 
Charter. 
 

  
Resolved 
 

  That, the report and Appendix 1 to the report submitted, in relation to a review 
of the Code of Conduct for Employees, be noted and approval be given to the 
Council to adopt the revised Code, as set out in Appendix 1. 
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26. 
 
External Audit Recommendations in relation to IT General Controls 
 

 A report of the Chief Officer Transformation and Performance was submitted in 
respect of the recommendations outlined in the Grant Thornton Audit Findings 
Year ending 31 March 2018 in relation to IT General Controls. 
 

 The Head of Digital and ICT Services was present at the meeting and addressed 
the Committee stating that the Audit highlighted a number of ICT 
recommendations and reference was made to Appendix A which gave an update 
on progress made with the recommendations and it was noted that all but one of 
the recommendations had been fully implemented. 
 
The recommendation that had been partially implemented, referred to on page 28 
of the report submitted, related to documentation generated by Logical Access 
reviews.  A detailed reason why the recommendation had not been fully 
implemented was given and it was noted that 90% of the system had been 
developed and the target date for full implementation would be the end of May 
2019 and not 2018 as stated in the report. 
 

 Arising from the presentation of the report, Members asked questions to which 
answer were given by officers at the meeting.   
 

 Resolved 
 

 (1) That, the information contained in the report submitted on the External 
Audit (Grant Thornton) recommendations in relation to IT General 
Controls, and action taken to address the recommendations, be noted. 
 

 
27. 

 

 
Annual Report of the Committee on Standards in Public Life 2017/18 

  
A report of the Monitoring Officer was submitted on the annual report of the 
Committee on Standards in Public Life 2017/18. 
 

 In presenting the report, the Monitoring Officer stated that this was a report that 
was submitted to this Committee on an annual basis which sets out the remit of 
the Committee, broadly covering standards of conduct of all holders of public 
office, and gives a review of the work the Committee has undertaken the past 
year. 
 
Specific reference was then made to the seven principles of public life, as set out 
on page 36 of the report, which applied to everybody in public life, including not 
only those elected or appointed to public office but also public servants and the 
NHS.  It was noted that this year the committee had reviewed several issues 
including: intimidation in public life; MP’s outside interests; the continuing 
importance of ethical standards in public service providers and have kept a 
watching brief on allegations of harassment in parliament, party funding and the 
conduct of referendums. 
 



ASC/19 

 

 In so far as Local Government was concerned, it was reported that a big part of 
their work had been looking at Local Government ethical standards and a review 
of the Members Code of Conduct and associated issues.  It was noted that due to 
a standards matter related to this authority, the Standards Sub-Committee had sat 
earlier this year and as a result of the Sub- Committee’s resolution, a letter had 
been sent on behalf of the full Council to the Committee on Standards in Public 
Life and the Secretary of State expressing the Council’s disappointment with 
regards to the restrictions on sanctions.  A response to the letter had been 
received which had stated that they were satisfied with the Localism Act and did 
not intend to take any action.  A copy of the letter had been sent to all Members. 
  

 In conclusion, the Monitoring Officer confirmed that once the Committee had 
completed its review and it had been published, he would undertake to consider 
the findings and report back to a future meeting of this Committee. 
 

 In response, referring to the letter that had been sent to the Secretary of State as 
a result of the findings of the Sub-Committee, Members expressed their 
disappointment at the response received from the Minister and their frustration in 
relation to the restrictions on sanctions.   
 
As a Member stated that they had not seen the letter from the Minister, the 
Monitoring Officer indicated that he would undertake to ensure that the letter had 
been sent to all Elected Members. 
 

 Resolved 
 

 (1) 
 

That, the information contained in the report submitted on the annual 
report of the Committee on Standards in Public Life 2017/18, be noted. 
 

 (2) 
 

That the Monitoring Officer submit a further report to a future meeting of 
this Committee following the publication of the report on Local 
Government Ethical Standards. 
 

 
28. 

 

 
Risk Management 
 

 A report of the Chief Officer Finance and Legal Services was submitted on current 
corporate risks and other matters in relation to risk management. Appendix 1 to 
the report, showed details of Corporate Risks which were generally acknowledged 
as being the most significant facing the Council, impacting upon at least one or 
several of the Council’s key objectives and in addition to risks tabled in Appendix 
1, the Committee were requested to identify any particular risk for closer scrutiny 
the next time a risk report was scheduled. 
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 It was noted that on, 25th July, 2018, the Committee had agreed to scrutinise risk 
R.288 which relates to the Multi-Speciality Care Provider (MCP).  The Committee 
received a presentation from the Chief Officer Health and Wellbeing who 
explained the risks associated with setting up a very innovative, new way of 
joining up health, care and wellbeing services.  It was noted that the risk that had 
been identified had related initially to the procurement process and the mitigating 
actions that had been put in place to ensure the process had been undertaken 
correctly to reduce the risk of any legal challenge to the Council were reported. It 
was noted that although the procurement process was not yet completed, a 
preferred bidder had been identified for the MCP therefore, the risk had been re-
written and the risk was now associated with the risk of the MCP not materialising 
and the consequences for the authority should this happen were noted.  
 

 Relating to the mitigating actions that had been put in place, the Chief Officer 
Health and Wellbeing referring to national policy, stated that the Leader of the 
Council had written to the Secretary of State informing him of the excellent work 
that was taking place in Dudley and a letter would also be going to the Shadow 
Secretary of State for Health to gain their support.  It was reported that the 
authority were also contributing to the consultation that was taking place around 
the new type of contract which included, attendance at meetings in London and 
participating in regional and national events.  It was also noted that the authority 
were heavily involved in the governance of the development of this initiative.   
 

 It was reported that the Chief Officer Health and Wellbeing, a legal advisor and a 
colleague from Finance were members of the Procurement Board, ensuring that 
the Council’s interests were represented in the process and a Transition Board, 
which included the Chief Officer Health and Wellbeing and the Strategic Director 
People, had been set up to oversee the new organisation which would eventually 
become the MCP. 
 

 Concluding, the Chief Officer Health and Wellbeing stated that the complex 
process would take some time to complete and it was important to continue with 
the process that had begun to join services.  If however, due to national policy, 
the authority were unable to use the contract that they had identified, it was 
reported that the Procurement Board were working on alternative contracts to 
ensure the development of the same model of services.  
 

 The Chief Officer Health and Wellbeing undertook to answer questions raised 
from members including: the consequences of/or any impact on the health 
economy in Dudley should an alternative contract need to be initiated and the 
benefits the public would see in terms of the suggested improvements to local 
services.  In response to a question raised in relation to the completion date for 
the contract, the Chief Officer Health and Wellbeing replied that if the authority 
were able to use the contract that they had identified through the procurement 
process, it was anticipated that the new contact would ‘go live’ on 1st April 2020. 
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 In relation to a question raised by a member with regards to the implications of 
Brexit, as referred to in the report submitted, the Strategic Director Place reported 
that corporately a management team were reviewing all advice that was 
disseminating from the Government.  It was noted that he had recently attended a 
meeting with the Chief Officer Health and Wellbeing at Birmingham Council which 
had been organised by the Government to discuss what measurers needed to be 
put in place in terms of safeguarding in the event of a no deal Brexit. It was 
reported that a Corporate Brexit Group had also been established, which included 
officers with specific specialisms who had been asked to identify and highlight all 
the risks related to them and co-ordinate them at a corporate level to be feedback 
to Corporate Board.  Once a Brexit deal had been establish, whatever the deal 
might be, risks to the authority would then become much clearer and these would 
be reported to Corporate Board, Cabinet, full Council and this Committee. 
 

 Resolved 
 

 (1) That, the information contained in the report and Appendix 1 to the report 
submitted on corporate risks appearing at the highest level on the Council’s 
risk register, be noted. 
 

 (2) That, the information contained in the presentation on R.288 associated with 
the Multi-Speciality Care Provider (MCP), be noted. 
 

 (3) That, the risk R.306 in relation to Brexit, be the particular risk identified for 
closer scrutiny the next time a risk report was referred for consideration by 
the Committee. 
 

 
29. 

 
Exclusion of the Public 
 

 That the public and press be excluded from the meeting for the following items of 
business on the grounds that they involve the likely disclosure of exempt 
information relating to any individual(s) and that in all the circumstances, the 
public interest in disclosing the information is outweighed by the public interest in 
maintaining the exception from disclosure. 
 

 Description of Item 
 
 
 
Annual Audit Report in relation to the Place 
Directorate 
 
Disciplinary Suspensions. 
 
 
 

Relevant Paragraphs of Part 1 of 
Schedule 12A of the Local 
Government Act 1972 
 
2 and 7. 
 
 
2 and 7. 
 
 

 
30. 

 
Annual Audit Report in relation to the Place Directorate  
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 A report of the Chief Officer Finance and Legal Services was submitted  
summarising the audit work undertaken in the Place Directorate in the financial 
year 2017/18 and incorporating more important findings in Appendices 2 and 3 of 
the report submitted. 
 

 In presenting the report, the Head of Audit Services outlined the number of 
reviews that had been undertaken and the number of actions arising from the 
review, noting that 14 had been classified as high priority, 68 medium, 15 
advisory, with 9 actions unimplemented from the previous year.  
 
Specific reference was made to paragraph 3 of the report in relation to the 
assurance rating given to New Heritage Regeneration and it was noted that the 
rating related to the number of high priority issues that had been raised. 
 
It was noted that Audit Services review all high actions raised in the previous audit 
approximately six months after the date the final report was issued, to confirm that 
they have been implemented, and an update on the current position was 
presented for the high priority actions raised during 2017/18 and 2016/17.   
 
It was noted that the post-audit questionnaires, which are issued to the Manager 
on the completion of most audits, had all stated that they had received either a 
Good or Very Good service. 
 

 Concluding, the Head of Audit Services reported that the Place Directorate had 
achieved a rate of 82% in finalising reports within six weeks of the draft audit 
report, an improvement on 57% achieved during 2016/17.  The audits that had 
missed the target date, were highlighted in the table in paragraph 9 of the report.     
 

 Arising from consideration of the report, Members raised concerns and asked 
specific questions relating to New Heritage Regeneration and the Strategic 
Director Place undertook to answer the questions.  Members were assured that 
significant progress had been made to resolve the actions raised as a result of the 
audit and it was anticipated that all issues would be resolved by the end 2019. 
 

  
Resolved 
 

 (1) That the information contained in the report, and Appendices to the report 
submitted on audit work undertaken in the Place Directorate in the 
financial year 2017/18, be received and noted. 
 

 
31. 

 

 
Suspensions under the provisions of the Employee Improvement and 
Disciplinary Procedure or relevant Schools Disciplinary Procedure 
 

 A report of the Chief Officer Transformation and Performance was submitted 
informing the Committee on the number of employees who were suspended 
pending an investigation into allegation(s) of gross misconduct during the period 
1st October 2017 to 30th September 2018 inclusive. 
 

 In presenting the report, the Strategic Business Partner made specific reference 
to the table in paragraph 10 of the report which set out the number of suspensions 
that had been made from October 2017 to September 2018 and the outcomes. 
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It was noted that the average length of suspensions had decreased from that 
reported to this Committee last year. 
 

 Reference was then made to paragraph 21 of the report submitted, in relation to 
the total cost in salary terms of the suspensions that had been made in the 
timescale specified and although this had increased significantly from the total 
cost reported last year, it was noted that costs of suspensions vary significantly 
depending upon the salary level and type of contract. 
 

 Arising from consideration of the report, Members asked questions to which the 
Strategic Business Partner undertook to answer the questions.  In relation to the 
table set out in paragraph 10 of the report, it was suggested that comparison 
figures from previous years be added to the table for information, and the 
Strategic Business Partner advised that these would be added to future reports. 
  

 Resolved 
 

 1. That the information contained in the report on the number of employees who 
were suspended pending an investigation into an allegation(s) of gross 
misconduct during the period 1st October 2017 to 30th September 2018 
inclusive, be noted. 
 

 2. That, comparison figures relating to disciplinary suspensions from previous 
years be added to future reports. 
 

 
 
 
 
 

 
The meeting ended at 7.15pm. 

 
CHAIR 



 

  

    
  

         Agenda Item No. 5 

 

 
Audit and Standards Committee – 4th February 2019 
 
Report of the Chief Officer Finance and Legal Services 
 
Grant Thornton Letter – Grant Certification Work 2017/18 
 
Purpose of report 
 

1. The External Auditor’s Letter on Certification of Claims and Returns for 2017/18 
is attached and representatives from Grant Thornton will be available at the 
meeting to deal with any issues 

 
Recommendations 
 

2. That Members note and comment on the External Auditor’s Letter on the 
Certification of Claims and Returns for 2017/18 which is attached to this report. 

 
Background 
 

3. For 2017/18, the External Auditors undertook work to certify council grant claims 
and returns totalling £83.6m. Their grant claims certification letter on that work is 
attached as an Appendix 1. There were no issues to highlight resulting from their 
work.  

 

4. Auditors are required to conduct their work in accordance with instructions 
agreed with the grant awarding department or body and, subject to any permitted 
discretion, to issue qualifications where the strict grant conditions are not met. 
The vast majority of qualifications do not result in any withdrawal of grant by the 
awarding department or body.  

 
 
Finance  

 
5. Details of claims and returns relating to Housing benefits subsidy are shown in 

Appendix 1A . The fee charged by Grant Thornton in relation to the Housing 
Benefits claim is £13,220 and is shown within Appendix 1B of this report. This fee 
is funded from within the Chief Executives budget. 

 
Law 
 

6. Legislation appertaining to Local Authority Audit and Accounts is contained in the  
Local Audit and Accountability Act 2014 and regulations made therein. 

 

 
 

1



 

  

 
Equality Impact 
 

7. A number of the grants that the Council receives are for activities benefiting 
children and young and disadvantaged sections of the community.  

 
 
Human Resources/Transformation 
 

8. There are no HR implications arising from this report. 
 
 

 
 
 
Iain Newman 
Chief Officer Finance and Legal Services 
 
 
Contact Officer:   Rachel Cooper 
    Rachel.cooper@dudley.gov.uk 

01384 814844 
 
 
List of Background Papers 
Certification of claims and returns letter for 2017/16 (Appendix 1, 1A, 1B) 
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         Agenda Item No. 6 

 
Audit and Standards Committee – 4th February 2019 
 
Report of the Chief Officer Finance and Legal Services 
 
Grant Thornton Audit Plan 2018/19  
 
Purpose of Report  
 
1. To update committee with the External Auditor’s Audit Plan and Risk Assessment for 

the 2018/19 annual audit. 
 
 
Recommendation  
 
2. That Members note and comment as appropriate, on Grant Thornton’s Audit Plan 

2018/19 report (attached as Appendix 1) and Risk Assessment (attached as 
Appendix 2). 

 
 
Background  
 
3. The Audit Plan 2018/19 document is produced by Grant Thornton. It sets out the 

work they will carry out in discharging their responsibilities to give an opinion on the 
Council's financial statements and a conclusion on the Council's arrangements for 
achieving value for money.  

The key considerations set out within this report are; 
 

•  Grant Thornton's responsibilities under the Code of Audit Practice. 
 

•  Significant risks as identified by Grant Thornton, which are those they deem 
have a higher risk of material misstatement of the financial accounts.  

 
4. The Risk Assessment report (Appendix 2) provides an overview of the Council’s 

management processes in a number of key areas: 
a. Fraud 
b. Laws and regulations 
c. Going concern 
d. Related parties 
e. Accounting estimates 

  
5. Representatives from Grant Thornton will be available at the meeting to answer any 

questions or queries that arise from this plan and risk assessment. 
 
 

6



 

  

Finance  
 
6. The attached report explains the methodology applied in testing and forming the 

audit opinion and risk determination. There are no resource implications as a 
consequence of the report.  

 
 
Law  
 

7. Legislation appertaining to Local Authority Audit and Accounts is contained in the 

Local Audit and Accountability Act 2014  
 
Equality Impact  
 

8. The proposals take into account the Council’s Policy on Equality and Diversity.  
 
Human Resources / Transformation 
 
9. There are no issues arising from this report. 
 

 
 
 
Iain Newman  
Chief Officer Finance and Legal Services 
 
 
 

Contact Officer:  Rachel Cooper  
Telephone: 01384 814844 
Email: rachel.cooper@dudley.gov.uk 
 
 
List of Background Papers  
Appendix 1 Grant Thornton - The Audit Plan for Dudley Metropolitan Borough 
Council  
Appendix 2 – Informing the audit risk assessment 
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The contents of this report relate only to the matters which have come to our attention, which we believe need to be reported to you as part of our audit planning process. It is not a

comprehensive record of all the relevant matters, which may be subject to change, and in particular we cannot be held responsible to you for reporting all of the risks which may affect the

Authority or all weaknesses in your internal controls. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our prior written consent.

We do not accept any responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report was not prepared for,

nor intended for, any other purpose.

Your key Grant Thornton 

team members are:

Richard Percival

Engagement Lead

T:  0121 232 5434

E: Richard.D.Percival@uk.gt.com

Terry Tobin

Senior Manager

T: 0121 232 5276

E: Terry.P.Tobin@uk.gt.com

William Guest

In charge Accountant

T: 0121 232 5319

E: William.Guest@uk.gt.com

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members 

is available from our registered office.  Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant 

Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents 

of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Introduction & headlines
Purpose

This document provides an overview of the planned scope and timing of the statutory audit 

of Dudley Metropolitan Borough Council (‘the Authority’) for those charged with 

governance. 

Respective responsibilities

The National Audit Office (‘the NAO’) has issued a document entitled Code of Audit 

Practice (‘the Code’). This summarises where the responsibilities of auditors begin and end 

and what is expected from the audited body. Our respective responsibilities are also set 

out in the Terms of Appointment and Statement of Responsibilities issued by Public Sector 

Audit Appointments (PSAA), the body responsible for appointing us as auditor of Dudley 

Metropolitan Borough Council.  We draw your attention to both of these documents on the 

PSAA website.

Scope of our audit

The scope of our audit is set in accordance with the Code and International Standards on

Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the

• Authority’s financial statements that have been prepared by management with the

oversight of those charged with governance (the Audit and Standards Committee);

and

• Value for Money arrangements in place at the Authority for securing economy,

efficiency and effectiveness in your use of resources.

The audit of the financial statements does not relieve management or the Audit and 

Standards Committee of your responsibilities. It is the responsibility of the Authority to 

ensure that proper arrangements are in place for the conduct of its business, and that 

public money is safeguarded and properly accounted for.  We have considered how the 

Authority is fulfilling these responsibilities.

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

and is risk based. 

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

identified as:

• Under ISA (UK&I) 240 it is presumed  that the risk of  management  over-ride of controls is present in all entities

• The valuation of the Council's pension fund assets and liabilities as reflected in its balance sheet
• The valuation of the Council’s land and buildings

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

Findings (ISA 260) Report.

Materiality We have determined planning materiality to be £12 million (PY £12.049 million) for the Authority, which equates to approximately 1.8% of 

your prior year gross expenditure for the year after discounting the effect of the revaluation gain on housing stock.. We are obliged to 

report uncorrected omissions or misstatements other than those which are ‘clearly trivial’ to those charged with governance. Clearly trivial 

has been set at £600,000 (PY £602,000). 

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

• Medium Term Financial Strategy

• Ofsted inspection of Children’s Services

Audit logistics Our interim visits will take place in February and March and our final visit will take place in June and July.  Our key deliverables are this 

Audit Plan and our Audit Findings Report.

Our fee for the audit will be £103,746 (PY: £134,735), subject to the Authority meeting our requirements set out on page 11.

Independence We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm that we are 

independent and are able to express an objective opinion on the financial statements..

10
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Key matters impacting our audit

Key Matters

Our response

We will

• continue to ensure that

our resources and testing

are best directed to

address your risks in an

effective way.

.

Financial Pressures

The October 2018 Medium Term Financial Strategy 

update shows that during the 2021/22 financial year, the 

General Fund working balances will be fully depleted. 

The Council has not yet identified and agreed sufficient 

savings plans to prevent its forecast General Fund 

balances reducing to this unacceptably low level. The 

Council needs to demonstrate that it has a realistic 

financial plan that delivers a balanced and sustainable 

financial position in an environment of reduced funding.

Children’s Services

Ofsted issued a report on the Council’s Children’s 

Services in 2015/16 which rated these as ‘inadequate’. 

The Council was subject to regular  follow up reviews. 

After a full inspection at the end of 2018 Ofsted have re-

assessed Children’s Services as ‘requires improvement 

to be good’.

We will

• consider your arrangements for managing and

reporting your financial resources as part of our work

in reaching our Value for Money conclusion.

• consider whether your financial position leads to

material uncertainty about the going concern of the

Authority and will review related disclosures in the

financial statements.

• take into account the change in Ofsted’s rating of

Children’s Services in reaching our VfM conclusion

Changes to the CIPFA 

2018/19 Accounting Code 

The most significant changes 

relate to the adoption of:

• IFRS 9 Financial

Instruments which impacts

on the classification and

measurement of financial

assets and introduces a

new impairment model.

• IFRS 15 Revenue from

Contracts with Customers

which introduces a five step

approach to revenue

recognition.

Economic regeneration and job creation

Growing the local economy and generating jobs 

is a key priority for the Council. To deliver this 

the Council needs to work effectively with a 

range of partners to improve the physical 

infrastructure (including transport), build more 

homes, identify and utilise opportunities for 

investment and development, and improve 

education and training.

As part of the second West Midlands devolution 

deal the Government confirmed an extension of 

the Metro line  to Brierley Hill.

New audit methodology

We will be using our new 

audit methodology and tool, 

LEAP, for the 2018/19 audit. 

It will enable us to be more 

responsive to changes that 

may occur in your 

organisation and more easily 

incorporate our knowledge of 

the Authority into our risk 

assessment and testing 

approach. 

We will

• keep you informed of

changes to the financial

reporting requirements for

2018/19 through on-going

discussions and invitations

to our technical update

workshops.

• consider whether your

financial statements reflect

the financial reporting

changes in the 2018/19

CIPFA Code.

We will

• continue to meet with regularly with senior

management and review key reports and

minutes to ensure we are aware of the

progress being made with your key

priorities

• consider whether there are any matters

arising that we need to review as part of our

audit responsibilities

11
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Significant risks identified

Significant risks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the nature of the risk, 

the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

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

The revenue cycle includes 

fraudulent

transactions

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue

may be misstated due to the improper recognition of revenue. We

have rebutted this risk due to nature of the revenue streams within

Dudley Metropolitan Borough Council.

Having considered the risk factors set out in ISA240 and the 

nature of the revenue streams at the Council, we have 

determined that the risk of fraud arising from revenue 

recognition can be rebutted, because:

• there is little incentive to manipulate revenue recognition

• opportunities to manipulate revenue recognition are very

limited

• the culture and ethical frameworks of local authorities,

including Dudley Metropolitan Borough Council, mean

that all forms of fraud are seen as unacceptable

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

Dudley Metropolitan Borough Council

Management over-ride of controls Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk of 

management over-ride of controls is present in all entities.

Management over-ride of controls is a risk requiring special audit

consideration.

We will:

• gain an understanding of the accounting estimates,

judgements applied and decisions made by

management and consider their reasonableness

• obtain a full listing of journal entries, identify and test

unusual journal entries for appropriateness

• evaluate the rationale for any changes in accounting

policies or significant unusual transactions.

12
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Risk Reason for risk identification Key aspects of our proposed response to the risk

Valuation of 

property,

plant and 

equipment

The Council revalues its land and buildings on a five year rolling basis to

ensure that carrying value is not materially different from fair value. This

represents a significant estimate by management in the financial

statements.

We identified the valuation of land and buildings revaluations and

impairments as a risk requiring special audit consideration.

We will:

• review management’s processes and assumptions for the calculation

of the estimate

• review the competence, expertise and objectivity of any management

experts used

• review the instructions issued to the valuation experts and the scope

of their work

• discuss with the valuer about the basis on which the valuation is

carried out and challenge the key assumptions

• review and challenge the information used by the valuer to ensure it is

robust and consistent with our understanding

• test revaluations made during the year to ensure they are input

correctly into the Council’s asset register

• evaluate the assumptions made by management for those assets not

• revalued during the year and how management have satisfied

themselves

• that these are not materially different to current value.

Valuation of 

pension

fund net 

liability

The Council's pension fund asset and liability as reflected in its balance

sheet represents a significant estimate in the financial statements.

We identified the valuation of the pension fund net liability as a risk

requiring special audit consideration.

We will:

• identify the controls put in place by management to ensure that the

pension fund liability is not materially misstated. We will also assess

whether these controls were implemented as expected and whether

they are sufficient to mitigate the risk of material misstatement

• evaluate the competence, expertise and objectivity of the actuary who

carried out your pension fund valuation. We will gain an understanding

of the basis on which the valuation is carried out

• undertake procedures to confirm the reasonableness of the actuarial

• assumptions made

• check the consistency of the pension fund asset and liability and

disclosures in notes to the financial statements with the actuarial

report from your actuary.

Significant risks identified

We will communicate significant findings on these areas as well as any other significant matters arising from the audit to you in our Audit Findings Report in July 2019.

13



© 2019 Grant Thornton UK LLP  |  External Audit Plan for Dudley Metropolitan Borough Council |  2018/19

Other matters

Other work

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

audit responsibilities, as follows:

• We read your Narrative Report and Annual Governance Statement to check that

they are consistent with the financial statements on which we give an opinion and

consistent with our knowledge of the Authority.

• We carry out work to satisfy ourselves that disclosures made in your Annual

Governance Statement are in line with the guidance issued by CIPFA.

• We carry out work on your consolidation schedules for the Whole of Government

Accounts process in accordance with NAO group audit instructions.

• We consider our other duties under legislation and the Code, as and when required,

including:

• Giving electors the opportunity to raise questions about your 2018/19

financial statements, consider and decide upon any objections received in

relation to the 2018/19 financial statements;

• issue of a report in the public interest or written recommendations to the

Authority under section 24 of the Act, copied to the Secretary of State.

• Application to the court for a declaration that an item of account is contrary

to law under Section 28 or for a judicial review under Section 31 of the Act;

or

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

• We certify completion of our audit.

Other material balances and transactions

Under International Standards on Auditing, "irrespective of the assessed risks of material

misstatement, the auditor shall design and perform substantive procedures for each

material class of transactions, account balance and disclosure". All other material

balances and transaction streams will therefore be audited. However, the procedures will

not be as extensive as the procedures adopted for the risks identified in this report.

Going concern

As auditors, we are required to “obtain sufficient appropriate audit evidence about the

appropriateness of management's use of the going concern assumption in the

preparation and presentation of the financial statements and to conclude whether there is

a material uncertainty about the Authority's ability to continue as a going concern” (ISA

(UK) 570). We will review management's assessment of the going concern assumption

and evaluate the disclosures in the financial statements.

14
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Materiality

The concept of materiality

The concept of materiality is fundamental to the preparation of the financial statements 

and the audit process and applies not only to the monetary misstatements but also to 

disclosure requirements and adherence to acceptable accounting practice and 

applicable law. Misstatements, including omissions, are considered to be material if 

they, individually or in the aggregate, could reasonably be expected to influence the 

economic decisions of users taken on the basis of the financial statements.

Materiality for planning purposes

We have determined financial statement materiality based on a proportion of the gross 

expenditure of the Authority for the financial year. In the prior year we used the same 

benchmark. Materiality at the planning stage of our audit is £12 million (PY £12.049 

million) for the Authority, which equates to approximately 1.8% of your prior year gross 

expenditure for the year after discounting the effect of the revaluation gain on housing 

stock. We design our procedures to detect errors in specific accounts at a lower level of 

precision. 

We reconsider planning materiality if, during the course of our audit engagement, we 

become aware of facts and circumstances that would have caused us to make a 

different determination of planning materiality.

Matters we will report to the Audit Committee

Whilst our audit procedures are designed to identify misstatements which are material to 

our opinion on the financial statements as a whole, we nevertheless report to the Audit 

and Standards Committee any unadjusted misstatements of lesser amounts to the 

extent that these are identified by our audit work. Under ISA 260 (UK) ‘Communication 

with those charged with governance’, we are obliged to report uncorrected omissions or 

misstatements other than those which are ‘clearly trivial’ to those charged with 

governance. ISA 260 (UK) defines ‘clearly trivial’ as matters that are clearly 

inconsequential, whether taken individually or in aggregate and whether judged by any 

quantitative or qualitative criteria.  In the context of the Authority, we propose that an 

individual difference could normally be considered to be clearly trivial if it is less than 

£600,000 (PY £602,000). 

If management have corrected material misstatements identified during the course of 

the audit, we will consider whether those corrections should be communicated to the 

Audit and Standards Committee to assist it in fulfilling its governance responsibilities.

Prior year gross expenditure

£655 million Materiality

Prior year gross expenditure

Materiality

£12 million

Authority financial 

statements materiality

(PY: £12.049 million)

£600,000

Misstatements reported 

to the Audit and 

Standards Committee

(PY: £602,000)
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Value for Money arrangements

Background to our VFM approach

The NAO issued its guidance for auditors on Value for Money work in November 2017. The

guidance states that for Local Government bodies, auditors are required to give a

conclusion on whether the Authority has proper arrangements in place to secure value for

money.

The guidance identifies one single criterion for auditors to evaluate:

“In all significant respects, the audited body takes properly informed decisions and deploys

resources to achieve planned and sustainable outcomes for taxpayers and local people.”

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

Significant VFM risks

Those risks requiring audit consideration and procedures to address the likelihood that 

proper arrangements are not in place at the Authority to deliver value for money.

Ofsted Inspection of Children’s Services

Ofsted issued a report on the Council’s children’s services in 2015/16 which 

rated these as ‘inadequate’ and the Council was  subject to regular follow up 

reviews. A full follow up inspection at the end of 2018 by Ofsted confirmed 

that adequate arrangements are now  in place but highlighted areas where 

more progress was necessary. Children’s Services were rated as ‘requires 

improvement to be good’.

We will review  reports from Ofsted and take these into account in forming our 

conclusion.

Medium Term Financial Strategy

The October 2018 update for Cabinet of the Medium Term Financial Strategy 

shows that during the 2021/22 financial year, the General Fund working 

balances will be fully depleted. Our level of concern has increased as  the 

Council has not identified and agreed sufficient savings plans to prevent its 

forecast General Fund balance reducing to this unacceptably low level. 

The Council needs to demonstrate that it has a realistic medium term financial 

plan that will deliver a balanced and sustainable financial position in an 

environment of reduced funding.

We will review the plans the has to identify and agree the required savings 

plans.

Informed 

decision 

making

Sustainable 

resource 

deployment

Working 

with partners 

& other third 

parties

Value for 

Money 

arrangements 

criteria
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Audit logistics, team & fees

Audit fees

The planned audit fees are £103,746 (PY: £134,735) for the financial statements audit 

completed under the Code. This is consistent with the scale fee published by PSAA. In 

setting your fee, we have assumed that the scope of the audit, and the Authority and its 

activities, do not significantly change.

Our requirements

To ensure the audit is delivered on time and to avoid any additional fees, we have detailed 

our expectations and requirements in the following section ‘Early Close’. If the 

requirements detailed overleaf are not met, we reserve the right to postpone our audit visit 

and charge fees to reimburse us for any additional costs incurred.

Any proposed fee variations will need to be approved by PSAA.

Richard Percival, Engagement Lead

Richard’s role is to :lead our relationship with you and take overall 

responsibility for the delivery of a high quality audit, meeting the 

highest professional standards and adding value to the Council.

Terry Tobin, Senior Audit Manager

Terry’s role will be to manage the delivery of a high quality and 

efficient audit, meeting the highest professional standards and 

adding value to the Council. He will be on hand to answer any 

queries.

William Guest, Audit Incharge

William’s role will be the day to day contact for the  wider Council 

finance team and  ensure there is effective communication and 

understanding by finance team of audit requirements.

Planning and

risk assessment 

Interim audit

11th Feb 2019 

and 18th Mar 2019

Year end audit

3rd June 2019

Audit and Standards

Committee

4th Feb 2019

Audit and Standards

Committee

April 2019

Audit and Standards

Committee

July 2019 September 2019

Audit 

Findings 

Report

Audit 

opinion
Audit 

Plan

Interim 

Progress 

Report

Annual 

Audit 

Letter
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Early close

Meeting the 31 July audit timeframe

In the prior year, the statutory date for publication of audited local government 

accounts was brought forward to 31 July, across the whole sector. This was a 

significant challenge for local authorities and auditors alike. For authorities, the time 

available to prepare the accounts was curtailed, while, as auditors we had a shorter 

period to complete our work and faced an even more significant peak in our workload 

than previously.

We have carefully planned how we can make the best use of the resources available 

to us during the final accounts period. As well as increasing the overall level of 

resources available to deliver audits, we have focused on:

• bringing forward as much work as possible to interim audits

• starting work on final accounts audits as early as possible, by agreeing which

authorities will have accounts prepared significantly before the end of May

• seeking further efficiencies in the way we carry out our audits

• working with you to agree detailed plans to make the audits run smoothly,

including early agreement of audit dates, working paper and data requirements

and early discussions on potentially contentious items.

We are satisfied that, if all these plans are implemented, we will be able to complete 

your audit and those of our other local government clients in sufficient time to meet 

the earlier deadline. 

Client responsibilities

Where individual clients do not deliver to the timetable agreed, we need to ensure that this 

does not impact on audit quality or absorb a disproportionate amount of time, thereby 

disadvantaging other clients. We will therefore conduct audits in line with the timetable set out 

in audit plans (as detailed on page 10). Where the elapsed time to complete an audit exceeds 

that agreed due to a client not meetings its obligations we will not be able to maintain a team 

on site. Similarly, where additional resources are needed to complete the audit due to a client 

not meeting their obligations we are not able to guarantee the delivery of the audit by the 

statutory deadline. Such audits are unlikely to be re-started until very close to, or after the 

statutory deadline. In addition, it is highly likely that these audits will incur additional audit fees.

Our requirements 

To minimise the risk of a delayed audit or additional audit fees being incurred, you need to 

ensure that you:

• produce draft financial statements of good quality by the deadline you have agreed with us,

including all notes, the narrative report and the Annual Governance Statement

• ensure that good quality working papers are available at the start of the audit, in

accordance with the working paper requirements schedule that we have shared with you

• ensure that the agreed data reports are available to us at the start of the audit and are

reconciled to the values in the accounts, in order to facilitate our selection of samples

• ensure that all appropriate staff are available on site throughout (or as otherwise agreed)

the planned period of the audit

• respond promptly and adequately to audit queries.

In return, we will ensure that:

• the audit runs smoothly with the minimum disruption to your staff

• you are kept informed of progress through the use of an issues tracker and weekly

meetings during the audit

• we are available to discuss issues with you prior to and during your preparation of the

financial statements.

18



© 2019 Grant Thornton UK LLP  |  External Audit Plan for Dudley Metropolitan Borough Council |  2018/19

Independence & non-audit services
Auditor independence

Ethical Standards and ISA (UK) 260 require us to give you timely disclosure of all significant facts and matters that may bear upon the integrity, objectivity and independence of the firm 

or covered persons relating to our independence. We encourage you to contact us to discuss these or any other independence issues with us.  We will also discuss with you if we make 

additional significant judgements surrounding independence matters. 

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with the 

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

statements. 

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Eth ical Standard and we as a firm, and each covered 

person, confirm that we are independent and are able to express an objective opinion on the financial statements. Further, we have complied with the requirements of the National Audit 

Office’s Auditor Guidance Note 01 issued in December 2017 and PSAA’s Terms of Appointment which set out supplementary guidance on ethical requirements for auditors of local 

public bodies. 

Other services provided by Grant Thornton

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Authority. The following other services were identified/ No other 

services were identified

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are 

consistent with the Authority’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit and Standards Committee. Any changes and full 

details of all fees charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be included 

in our Audit Findings report at the conclusion of the audit. None of the services provided are subject to contingent fees. 

Service £ Threats Safeguards

Audit related

Certification of Housing 

capital receipts grant

3,500 Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee 

for this work is £3,500 in comparison to the total fee for the audit of £103,746 and in particular relative to Grant 

Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 

factors all mitigate the perceived self-interest threat to an acceptable level.

Teachers Pensions return 5,900 Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee 

for this work is £5,900 in comparison to the total fee for the audit of £103,746 and in particular relative to Grant 

Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 

factors all mitigate the perceived self-interest threat to an acceptable level.

Homes and Communities 

Agency

4,500 Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee 

for this work is £4,500 in comparison to the total fee for the audit of £103,746 and in particular relative to Grant 

Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 

factors all mitigate the perceived self-interest threat to an acceptable level.
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Appendices

A. Audit approach

20



© 2019 Grant Thornton UK LLP  |  External Audit Plan for Dudley Metropolitan Borough Council |  2018/19

Audit approach

Use of audit, data interrogation and analytics software

IDEA

• We use one of the world's 

leading data interrogation software tools, called 

'IDEA' which integrates the latest data analytics 

techniques into our audit approach

• We have used IDEA since its inception in the 

1980's and we were part of the original 

development team. We still have heavy 

involvement in both its development and delivery 

which is further enforced through our chairmanship 

of the UK IDEA User Group

• In addition to IDEA, we also other tools like ACL 

and Microsoft SQL server

• Analysing large volumes of data very quickly and 

easily enables us to identify exceptions which 

potentially highlight business controls that are not 

operating effectively

Appian

Business process management

• Clear timeline for account review:

 disclosure dealing

 analytical review

• Simple version control

• Allow content team to identify potential risk areas 

for auditors to focus on

S
y
s
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m
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7
3
m
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e
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s
)

Inflo

Cloud based software which uses data analytics to 

identify trends and high risk transactions, generating 

insights to focus audit work and share with clients.

LEAP

Audit software

• A globally developed ISA-aligned methodology and 

software tool that aims to re-engineer our audit 

approach to fundamentally improve quality and 

efficiency

• LEAP empowers our engagement teams to deliver 

even higher quality audits, enables our teams to 

perform cost effective audits which are scalable to 

any client, enhances the work experience for our 

people and develops further insights into our 

clients’ businesses

• A cloud-based industry-leading audit tool developed 

in partnership with Microsoft
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‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member 

firms, as the context requires.

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each member firm is a 

separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not obligate, one 

another and are not liable for one another’s acts or omissions. 

grantthornton.co.uk
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The purpose of this report is to contribute towards the effective two-way communication between those charged with governance for the 

Authority, and Grant Thornton as your external auditor. The report covers some important areas of the auditor risk assessment where we are 

required to make inquiries of the Authority under auditing standards.

Under International Standards on Auditing (UK and Ireland) (ISA(UK&I)) auditors have specific responsibilities to communicate with the Audit 

and Standards Committee. ISA(UK&I) emphasise the importance of two-way communication between the auditor and the Authority and also 

specify matters that should be communicated.

This two-way communication assists both the auditor and the Audit and Standards Committee in understanding matters relating to the audit 

and developing a constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Authority and 

supports the Audit and Standards Committee in fulfilling its responsibilities in relation to the financial reporting process. 

As part of our risk assessment procedures we are required to obtain an understanding of the Authority’s management processes and the Audit 

and Standards Committee's oversight of the following areas: 

• fraud

• laws and regulations

• going concern

• related parties

• accounting estimates.

This report includes a series of questions on each of these areas and the response we have received from the Authority’s management. These 

responses have been reviewed and agreed by the relevant heads of departments. The Committee should consider whether these responses 

are consistent with its understanding and whether there are any further comments it wishes to make.

Purpose
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Matters in relation to fraud

ISA(UK&I)240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit and Assurance Committee and the Authority’s management. 

Management, with the oversight of the Audit and Standards Committee, needs to ensure a strong emphasis on fraud prevention and 

deterrence and encourage a culture of honest and ethical behaviour. As part of its oversight, the Audit and Standards Committee should 

consider the potential for override of controls and inappropriate influence over the financial reporting process.

As the Authority's external auditors, we are responsible for obtaining reasonable assurance that the financial statements are free from material

misstatement due to fraud or error. We are required to maintain professional scepticism throughout the audit, considering the potential for 

management override of controls.

As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements 

management has put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud

• process for identifying and responding to risks of fraud, including any identified specific risks

• communication with the Audit and Standards Committee regarding its processes for identifying and responding to risks of fraud

• communication to employees regarding business practices and ethical behaviour

We need to understand how the Audit and Standards Committee oversees the above processes. We are also required to make inquiries of 

both the Authority management and the Audit and Standards Committee as to their knowledge of any actual, suspected or alleged fraud. 

These areas have been set out in the fraud risk assessment questions below together with responses from the Authority’s management.

Fraud
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Table 1 Fraud Risk Assessment

1. What is officers' assessment of the risk of material

misstatement in the financial statements due to

fraud?  Is this consistent with the feedback from your

risk management processes?

The Authority has a dedicated Corporate Fraud Manager who has responsibility for the 

prevention, detection, investigation and resolution of fraud.

A corporate risk on fraud has been identified. The Chief Officer Finance and Legal 

Services is the responsible officer and the Head of Audit Services is responsible for 

ensuring that the mitigating actions are in place and are effective.

The Audit and Standards Committee approved the updated Risk Management 

Strategy at its February 2018 meeting.  The strategy makes clear that when risks are 

identified financial issues should be considered.

There is a robust budget monitoring process in place that would identify any significant 

errors or fraud.

Audit Services co-ordinates the matches identified through the National Fraud 

Initiative. Previously, the amount of fraud and errors identified through the NFI has 

been low.

The Authority has a fraud risk register, which has been benchmarked against the 

registers held by similar organisations. The fraud risk register and the inherent risk of 

fraud is taken into account when Audit Services carries out its risk assessment 

process, which determines what areas are included in its annual audit plan.

Senior Management considers there is a low risk of material misstatement in the 

financial statements due to fraud.

Question Management response
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Table 1 Fraud Risk Assessment cont.

2 Are you aware of any instances of fraud, either within 

the Authority as a whole or within specific departments 

since 1 April 2018? If so how does the Audit, 

Governance and Standards Committee respond to 

these?

Audit Services maintain a register that lists all instances of suspected fraud.

Information on fraud is provided in the Interim Performance Reports that are 

submitted to Audit and Standards Committee in February and September. There is 

also an Annual Fraud Report which details the activity undertaken in relation to fraud 

i.e. detect, prevent, investigate and resolve.

The Audit and Standards Committee have approved an Anti-Fraud and Corruption 

Strategy. This states that “Dudley MBC is totally committed to creating and 

maintaining an environment where fraud and corruption will not be tolerated.  The 

Authority maintains a zero tolerance stance on fraud and corruption, all instances 

will be investigated and the perpetrator[s] will be dealt with in accordance with 

established policies and using the full extent of the law. Action will be taken to 

recover any property, assets or monies stolen from the Authority.  Where appropriate 

arrangements will be made to ensure that the case receives maximum publicity to 

deter potential fraudsters.”

Question Management response
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Table 1 Fraud Risk Assessment cont.

Question Management response

3 Do you suspect fraud may be occurring, either 

within the Authority or within specific departments ? 

 Have you identified any specific fraud risks?

 Do you have any concerns there are areas that are

at risk of fraud?

 Are there particular locations within the Authority

where fraud is more likely to occur?

National fraud reports do indicate that fraud is occurring in all organisations to some 

extent but there has not been any significant frauds identified within Dudley.

A fraud risk register is maintained, which helps to inform the audit plan and proactive 

fraud identification work.

Areas where there is an inherent significant risk of fraud are subject to regular audit 

reviews.

4 Are you satisfied that the overall control 

environment, including: 

 The process for reviewing the system of internal

control;

 Internal controls, including segregation of duties;

exist and work effectively?

If not where are the risk areas?  What other controls 

are in place to help prevent, deter or detect fraud?

Are there any areas where there is a potential for 

override of controls or inappropriate influence over 

the financial reporting process (for example because 

of undue pressure to achieve financial targets?)

The audit planning process takes account of significant fraud risks and the potential 

for management override of controls

The Anti-Fraud and Corruption Strategy, Financial Regulations, Contracts Standing 

Orders and Codes of Practice/Guidance detail the financial controls that need to be 

in place. Financial Regulations is also supported by online training. There is also an 

online Fraud Awareness course, Whistleblowing and Anti-Money Laundering policies 

are also in place.

These policies and the online training clearly identify roles and responsibilities 

throughout the organisation.

There is a robust budget monitoring process in place.

The Head of Audit Services provides an annual opinion on the adequacy and 

effectiveness of the Authority’s framework of governance, risk management and 

control (this would include the risk of significant fraud). The Head of Audit Services 

does not have any significant concerns on the management of fraud risk.
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Table 1 Fraud Risk Assessment cont.
Question Management response

5 How do you encourage, and communicate to, 

employees about your views on business practices 

and ethical behaviour?  How do you encourage staff 

to report their concerns about fraud? 

 What concerns are staff expected to report about

fraud?

There are Codes of Conduct for Employees and Members, which are regularly 

reviewed and publicised.

There is an Anti-Fraud and Corruption Strategy and a Fraud Action Plan which is 

approved by Audit and Standards Committee on an annual basis.

There is a Whistleblowing Policy which is promoted in various ways. The Audit and 

Standards Committee receives an annual report on the operation of the 

Whistleblowing Policy.

Anti-Fraud and Corruption and fraud generally are promoted in many different ways. 

Information is maintained on the intranet and regular fraud newsletters are issued.

The Authority also operates corporate anti-fraud groups including officers from  the 

key fraud risk areas.

6 From a fraud and corruption perspective, what are 

considered to be high-risk posts:

 How are the risks relating to these posts identified,

assessed and managed?

We have not identified any significant high risk posts

7 Are you aware of any related party relationships or 

transactions that could give rise to instances of 

fraud?

 How do you mitigate the risks associated with fraud

related to related party relationships and

transactions?

We are not aware of any related party relationships that could give rise to instances 

of fraud.

Compliance with the Code of Conduct for Employees and Members is regularly 

publicised and potential conflicts of interest need to be formally declared.

On each agenda for Member Committees is the requirement to formally declare any 

interests and these declarations are recorded in the minutes.

For each tendering exercise officers on the tender evaluation panel are required to 

declare any potential interests prior to the process starting.
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Table 1 Fraud Risk Assessment cont.

Question Management response

8 What arrangements are in place to report fraud 

issues to the Audit Governance and Standards 

Committee?

How does the Audit Committee exercise oversight 

over management's processes for identifying and 

responding to risks of fraud and breaches of internal 

control?

Interim performance reports are submitted to the February and September meetings 

of the Audit and Standards Committee, which would include an update on fraud.

In April the annual fraud report is presented to Audit and Standards Committee, 

which would include the work Audit Services has undertaken during the year on the 

key themes identified in the fraud action plan.

Any significant fraud investigations would be brought to the Committee’s attention as 

soon as possible.

Fraud has been identified as a Corporate Risk and an update on the risk/mitigating 

actions is presented three times a year to Audit and Standards Committee. Also 

based on a schedule a risk on the Corporate risk register is selected for greater 

scrutiny at each of the meetings risk management is discussed.

9 Are you aware of any whistleblowing reports under 

the Bribery Act since 1 April 2018?  If so, how does 

the Audit and Ethics Committees respond to these?

We are not aware of any whistleblowing reports under the Bribery Act since 1st April 

2018.
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Matters in relation to laws and regulations

ISA(UK&I)250 requires us to consider the impact  of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Authority, is responsible for ensuring that the Authority’s operations are conducted in 

accordance with laws and regulations including those that determine amounts in the financial statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material 

misstatement due to fraud or error, taking into account the appropriate legal and regulatory framework. As part of our risk 

assessment procedures we are required to make inquiries of management and the Authority as to whether the entity is in 

compliance with laws and regulations. Where we become aware of information of non-compliance or suspected non-

compliance we need to gain an understanding of the non-compliance and the possible effect on the financial statements.

Risk assessment questions have been set out below together with responses from management.

Laws and regulations
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Table 2 : Law and Regulation
Question Management response

1 How does management gain assurance that all relevant 

laws and regulations have been complied    with?

What  arrangements does the Authority have in place to 

prevent and detect non-compliance with laws and 

regulations?

The Monitoring Officer is a member of Corporate Board which is chaired by the Chief 

Executive and includes the two Strategic Directors and the section 151 Officer. Corporate 

Board meets weekly and amongst its other activities it considers all draft reports which will 

be presented to Full Council and the Cabinet for a decision. This consideration includes an 

assurance that the relevant legislation is being complied with.

Every Decision Sheet for sign off by a Cabinet Member or a Report for Committees 

including Full Council and the Cabinet, requires consideration of the legal implications of the 

proposal, and is checked by a lawyer to ensure compliance with the relevant legislation.

Every formal Committee of the Authority including the Cabinet and Full Council has a lawyer 

present to advise the Committee.

2 How is the Audit, Governance and Standards Committee 

provided with assurance that all relevant laws and 

regulations have been complied with?

Assurance of compliance is provided through the presentation of the Annual Governance 

Statement to the Audit Committee, which is also reported to the Cabinet.

3 Have there been any instances of non-compliance with 

law and regulation since 1 April 2018 with any on-going 

impact on the 2018/19 financial statements

Not aware of any such case

4 Is there any actual or potential litigation or claims that 

would affect the 2018/19 financial statements?
The Authority is currently in litigation with a contractor over a disputed contract for provision 

of digital services where it is seeking compensation. It is also subject to a legal claim with 

an employee over its Job Evaluation Scheme.

5 What arrangements does the Authority have in place to 

identify, evaluate and account for litigation and claims?
Regular meetings take place between the relevant legal and finance officers

6 Have there been any reports from other regulatory 

bodies, such as HM Revenue and Customs which 

indicate non-compliance?

No
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Matters in relation to going concern

ISA(UK&I)570 covers auditor responsibilities in the audit of financial statements relating to management's use of the going 

concern assumption in the financial statements.

The going concern assumption is a fundamental principle in the preparation of financial statements. Under this assumption 

entities are viewed as continuing in business for the foreseeable future. Assets and liabilities are recorded on the basis that the 

entity will be able to realise its assets and discharge its liabilities in the normal course of business.

Going concern considerations have been set out below and management has provided its response.

Going Concern
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Table 3 : Going Concern
Question Management response

1 Has a report been received from management 

forming a view on going concern?
The Council on 26th February  2018 approved a budget for the financial year 

2018/19, and the latest Medium Term Financial Strategy (MTFS), which sets out 

spending and resources for three years ahead.  

The MTFS is regularly reviewed and reports to Cabinet are prepared highlighting 

variances and the latest financial outlook.

2 Are the financial assumptions in that report (e.g. 

future levels of income and expenditure) consistent 

with the Authority's Business Plan and the financial 

information provided to the Authority throughout the 

year?

The Authority’s final budget and MTFS are determined according to the Authority’s 

priorities, as set out in the Dudley Authority Plan, ensuring that funding is allocated 

according to the corporate vision, aims and objectives

3 Are the implication of statutory or policy changes 

appropriately reflected in the Business Plan, 

financial forecasts and report on going concern?

The Medium Term Financial Strategy and the Budget for 2018/19, as approved by 

Council on 26th February 2018, incorporates the most up to date information on 

statutory changes and proposals and policies from central government.

4 Have there been any significant issues raised with 

the Audit Governance and Standards committee 

during the year which could cast doubts on the 

assumptions made?  (Examples include adverse 

comments raised by internal and external audit 

regarding financial performance or significant 

weaknesses in systems of financial control)

No issues raised

5 Does a review of available financial information 

identify any adverse financial indicators including 

negative cash flow or poor or deteriorating 

performance against the better payment practice 

code?  If so, what action is being taken to improve 

financial performance?

A minimum of 3 reports per year are presented to Cabinet highlighting the 

Authority’s  financial performance. Cash flow is predicted and monitored for treasury 

purposes and performance is reported to Audit and Standards committee. Any 

anticipated periods of negative cash flow, can be met through the council’s access 

to short-term borrowing and there is allowance in the budget for the interest costs of 

such cash flows.

Assume this goes to A&S April?
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Table 3 : Going Concern cont…

Question Management response

6 Does the Authority have sufficient staff in post, with 

the appropriate skills and experience, particularly at 

senior manager level, to ensure the delivery of the 

Authority's objectives?  If not, what action is being 

taken to obtain those skills

Yes.

All senior management posts (Tier3) have been appointed to on a permanent basis. 

In 2018/19 budget was allocated for a new Chief Officer post.  The Chief Officer for 

Commercial and Procurement  was appointed to September

7 Does the Authority have procedures in place to 

assess the Authority's ability to continue as a going 

concern?

The s151 Officer has reported (under Section 25 of the Local Government Act 2003) 

that the budget proposals are based on robust estimates, and that the level of 

reserves is adequate. This was reported in the Medium Term Financial Strategy.

Members of the  Audit and Standards Committee are members of Authority, and as 

such receive the budget setting report, which includes the Medium Term Financial 

Strategy.  

8 Is management aware of the existence of events or 

conditions that may cast doubt on the Authority's 

ability to continue as a going concern.

The Authority expects to face severe challenges over the three years of the MTFS 

and recognises its low level of reserves (25% of net budget versus average of 40%). 

However, there is little concern that the Authority will not  continue as a going 

concern.

9 Are arrangements in place to report the going 

concern assessment to the Audit Committee?

How has the Audit Governance and Standards 

Committee satisfied itself that it is appropriate to 

adopt the going concern basis in preparing the 

financial statements?

The Chief Officer (Finance and Legal Services) (as s151 Officer) has reported 

(under Section 25 of the Local Government Act 2003) that the budget proposals are 

based on robust estimates, and that the level of reserves is adequate. This was 

reported in the Medium Term Financial Strategy.

Members of the  Audit and Standards Committee are members of Authority, and as 

such receive the budget setting report, which includes the Medium Term Financial 

Strategy
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Matters in relation to Related Parties

Local Government bodies  are required to comply with IAS 24 and disclose transactions with entities/individuals that would be

classed as related parties.  These may include: 

■ entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the Authority(i.e.

subsidiaries); 

■ associates;

■ joint ventures;

■ an entity that has an interest in the Authority that gives it significant influence over the Authority;

■ key management personnel, and close members of the family of key management personnel, and

■ post-employment benefit plans (pension fund) for the benefit of employees of the Authority, or of any entity that is a related

party of the Authority. 

A disclosure is required if a transaction (or series of transactions) is material on either side, i.e. if a transaction is immaterial 

from the Authority’s perspective but material from a related party viewpoint then the Authority must disclose it. 

ISA (UK&I) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of 

the controls that you have established to identify such transactions. We will also carry out testing to ensure the related party

transaction disclosures you make in the financial statements are complete and accurate. 

Related Parties
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Table 5: Related Parties

Question Management response

1  Who are the Authority's related parties? The Local Authority (LA) identifies related party transactions between the LA and the 

related party.  Definitions of a related party are:-

• Close members of the family of a person who may be expected to influence, or be

influenced by.

• Key management – Chief officers or (equivalent), elected members, chief

executive and other persons having authority and responsibility for planning, 

directing and controlling the activities of the LA.

• Government  - Government agencies or similar bodies whether local, national or

international

• Government- related entity – Controlled, jointly controlled or significantly influences

by a government.

• Pension Fund - this party is subject to common control by Central Government.
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Table 4: Related Parties cont….

Question Management response

2 What are the controls in place to identify, account 

for, and disclose, related party transactions and 

relationship?

A number of arrangements are in place for identifying the nature of a related party 

and reported value including:

 Maintenance of a register of interests for Members a register for pecuniary

interests in contracts for Officers and Senior Mangers requiring disclosure of

related party transactions.

 Annual return from senior managers/officers requiring confirmation that they have

read and understood the declaration requirements and stating details of any

known related party interests.

 Review of in-year income and expenditure transactions with known identified

related parties from prior year or known history.

 Review of the accounts payable and receivable systems and identification of

amounts paid to/from assisted or voluntary organisation.

 Review of year end debtor and creditor positions in relation to the related parties

identified.
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Matters in relation to accounting estimates

Local government bodies apply appropriate estimates in the preparation of their financial statements. ISA (UK&I) 540 sets out

requirements for auditing accounting estimates. The objective is to gain evidence that the accounting estimates are reasonable 

and the related disclosures are adequate.

Under this standard we have to identify and assess the risks of material misstatement for accounting estimates by 

understanding how the Authority identifies the transactions, events and conditions that may give rise to the need for an 

accounting estimate.

Accounting estimates are used when it is not possible to measure precisely a figure in the accounts. We need to be aware of 

all estimates that the Authority is using as part of its accounts preparation; these are detailed in Appendix A to this report. The 

audit procedures we conduct on the accounting estimate will demonstrate that: 

• the estimate is reasonable; and

• estimates have been calculated consistently with other accounting estimates within the financial statements.

We would ask the Authority to satisfy itself that the arrangements for accounting estimates are adequate. 

Accounting estimates
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Table 4: Accounting Estimates

Question Management response

1 Are management aware of transactions, events and 

conditions (or changes in these) that may give rise 

to recognition or disclosure of significant account 

estimates that require significant judgement?

The most significant areas are identified as 

•Revaluation of Property assets

•Valuation of Council dwellings

•Valuation of the  net Pension Liability on the LGPS

•Provision for Business Rates Appeals

2 Are management arrangements for the accounting 

estimates, reasonable?
Yes, officers have reviewed the estimates for the 2018/19 accounts  and we believe 

them to be reasonable.

3 How is the Audit, Governance and Standards 

Committee provided with assurance that the 

arrangements for accounting estimates are 

adequate?

The professional judgement of the s151 Officer is accepted by the Committee.
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         Agenda Item No. 7 

 

 
Note: 
 
It is important to note that the Treasury Strategy Statement is adopted by the 
Council, based upon advice from its external treasury advisors, and accordingly 
the Strategy is tailored to meet the specific and unique needs of the Council.  All 
financial information contained within this Report and Statement should not be 
used by any individual or organisation as a basis for making investment or 
borrowing decisions. The Council and its treasury advisors will not accept any 
liability on behalf of any individual or organisation that seeks to act on the 
financial information contained within this Report and Statement. 
 
 
Audit & Standards Committee – 4th February 2019 
 
Report of the Chief Officer Finance and Legal Services 
 
Treasury Management 
 
Purpose of report 
 

1. The purpose of this report is: 
 

  to outline treasury activity in the year 2018/19 up to the end of December; 
  to seek approval of the Treasury Strategy Statement 2019/20 

 
Recommendations 
 
 

2. That the Committee: 
 

 notes the treasury activities in 2018/19 outlined in this report; 

        approves the Treasury Strategy 2019/20 attached as Appendix 2; 

 authorises the Chief Officer Finance and Legal Services to effect such 
borrowings, repayments and investments as are appropriate and 
consistent with the approved Treasury Strategy and relevant guidance; 

        refers all of the above for approval by full Council at its meeting on 18th 
 February 

 
 

Background 
 

3. Treasury Management entails the management of the Council’s cash flows, its 
borrowings and investments, the management of the associated risks and the 
pursuit of the optimum performance or return consistent with those risks 
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4. The Council undertakes treasury management activity on its own behalf and as 
administering authority for the West Midlands Debt Administration Fund 
(WMDAF).  We are responsible for administering capital funding of £764m on our 
own account and another £132m on behalf of other West Midlands councils in 
respect of the WMDAF. The treasury function is governed by the Council's 
Treasury Policy Statement and Treasury Management Practices. 

 
5. Our borrowing and investment activities in the current year have been 

undertaken in the context of historically low interest rates. The Bank Base Rate 
increased from 0.50% to 0.75% in November, and is likely to increase gradually 
further in the medium term. 
 

Treasury Activity 2018/19 - Dudley fund 
 
6. Treasury activities in the current year have been undertaken in the context of the 

Treasury Strategy Statement 2018/19 approved by Audit Committee and Full 
Council in February 2018. In that document we anticipated that long term 
borrowing would be required in the next 12 months due to cashflow need. 

 
7. Our investments up to early January have averaged £33.4m (with significant day 

to day variation as a result of cash flow). The average return on these 
investments was 0.58% (excluding the long term investment with Salford City 
Council, the average return was 0.41%). All investments were placed with 
institutions that satisfied the criteria for credit-worthiness set out in the Treasury 
Strategy Statement 2018/19. The performance of our investments is largely 
dependent on movements in short-term (up to one year) rates. The average 7-
day LIBID1 rate for the year to the end of December has been 0.49%. Our 

investment activity for 2018/19 (to date) is set out in more detail in Appendix 1. 
 

8. The returns outlined above have been achieved without compromising on the 
security of the Council’s investments.  We have maintained and continue to 
maintain an approved investment list that sets the highest rating standards. We 
have an account with the Government’s Debt Management Office (DMO) which 
provides maximum security but low returns. We are only using this account 
where we cannot place funds with a bank that meets our strict criteria. The 
majority of non DMO investments are in variable rate call accounts with approved 
counterparties which offer us maximum liquidity. 

 
9. The average value of long-term borrowings up to the end of December 2018 was 

£650.6 million. The average rate of interest on these borrowings was 3.47% and 
they were due to mature on dates ranging from the current year to 2061. The 
Council’s remaining 25 year loan stock of £6.8m, which was issued in 1994 at 
rate of 7%, is due to repaid on 1st February 2019.   

 
10. The certainty rate for a 50-year loan from the Public Works Loan Board (PWLB) 

has fluctuated during 2018-19 from 2.25% to 2.79% and was standing at 2.50% 
in early January.  
 

11. So far this year we have taken out 6 market loans. The average value of these 
loans was £5.5m at an average rate of 1.13%, for an average duration of 2 years. 
We are monitoring cash flows and interest rates closely and anticipate that 
further borrowing may be required before the end of the financial year. 
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Treasury activity 2018/19 - WMDAF 
 

12. The Council has used short term borrowing on 3 occasions in the year to date to 
manage daily cash flow for the WMDAF. The average value of the borrowing has 
been £2.0m at an average rate of 0.8% for an average duration of 125 days. The 
latest estimate of interest payable by members of the WMDAF in 2018/19 is 
5.6%. One investment has been made to date on the WMDAF for £3.8m at a rate 
of 0.65% for 28 days. The WMDAF’s remaining 25 year loan stock of £6.8m, 
which was issued in 1994 at rate of 7%, is due to repaid on 1st February 2019.   
 
Regulatory Developments 
 

13. The Chartered Institute of Public Finance & Accountancy (CIPFA) revised 2017 
Prudential and Treasury Management codes require, for 2019/20, local 
authorities to prepare a Capital Strategy report. This report will be submitted 
within the Capital report to Cabinet on 11th February 2019. A key objective was to 
respond to the major expansion of local authority investment activity over the last 
few years into the purchase of non-financial investments, particularly property. 
 

14. Investments in non-financial investments, especially property, do not generally 
form part of the treasury management activities of a local authority. The Council 
will incur capital expenditure on acquisition or development of property only 
where the primary purpose is regeneration and/or service delivery, and then only 
where a development would not happen without Council involvement, and the 
potential regeneration gain justifies any financial or other risks. It will not invest in 
property or other non-financial assets for the sole or primary purpose of revenue 
income or other financial return. 
 

 
Treasury Strategy Statement 2019/20 
 

15. The Treasury Strategy Statement covers our latest capital funding 
requirements, our view of interest rate movements and our strategy for 
borrowing and investment in the light of that view.  As such, it needs to be 
reviewed annually.   The proposed Treasury Strategy Statement for 2019/20 is 
attached as Appendix 2. 

 
16. Our expectations for interest rates over the next twelve months, which will be 

subject to continuous review with our treasury advisors, are as follows : 
 

 Short-term rates.  The Bank Rate will rise from 0.75% to 1.25% in 2019/20 

 Medium-term rates.  5-year PWLB certainty rate is expected to be 1.90% 
in March and rise to 2.10% in 2019/20 

 Long- term rates.  50-year PWLB certainty rate  is expected  to be 2.50% 
in March and rise to  2.80% in 2019/20 

 
16 .The Local Government Act 2003 introduced a system of “prudential borrowing” 

allowing councils to set their own borrowing limits subject to criteria of prudence 
and affordability.  These criteria are set out in more detail in the Chartered 
Institute of Public Finance & Accountancy (CIPFA) Prudential Code which 
specifically requires us to set a number of prudential indicators.  The proposed 
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indicators that relate to treasury management are set out in the Treasury 
Strategy Statement.  

 
17. In order to protect the Council’s position if an individual or organisation were to 

act upon the views expressed in this report, we have deemed it necessary to 
produce a disclaimer which is shown as a note at the head of the report and 
Appendix 2. 

 
 
 
 
Finance  

 
18. Forecasts of performance against budget for treasury management activities are 

sensitive to movements in cash flow and interest rates. 
 
Law 
 

19. The Council has adopted CIPFA’s Treasury Management in the Public Services 
:Code of Practice 2017 which requires the Council to approve a treasury 
management strategy before the start of the financial year and provide a mid-
year update on treasury management activity. In addition, the Department for 
Communities and Local Government (DCLG) issued revised Guidance on Local 
Authority Investments in 2010 that required the Council to approve an 
investment strategy before the start of each financial year. This report fulfils the 
legal obligation under the Local Government 2003 to have regard to both the 
CIPFA code and the DCLG guidance. 

 

Equality Impact 
 

20. The treasury management activities considered in this report have no direct 
impact on issues of equality. 

 
 
 
 
Human Resources/Transformation 
 

21. There are no Human Resource implications associated with this report. 
 
 

 
Iain Newman 
Chief Officer Finance and Legal Services 
 
Contact Officer:  Amarjit Uppal 
   Telephone: 01384 812425 
   Email: amarjit.uppal@dudley.gov.uk 
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List of Background Papers 
 
List of Background Papers 
 

  Treasury Policy Statement, Treasury Management Practices and Schedules to 
the Treasury Management Practices. 

  The Local Government Act 2003 

  The Prudential Code for Capital Finance in Local Authorities (CIPFA) 

  Guidance on Local Government Investments Issued by the Secretary of State 
under section 15(1)(a) of the Local Government Act 2003 

  Code of Practice for Treasury Management in the Public Services (CIPFA) 
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Appendix 1 
 
Investment Activity 2017/18 to 3 January 2019 
 

Counterparty name  Number of 
investments 

Average 
value 
£ million 

Average 
rate 
% 

Average 
duration 
(days) 

     

Debt Management 
Office 

102 21.46 0.41 18 

Bank of Scotland Call 
Account 

NA 4.90 0.53 Call 

Santander Call Account NA 3.68 0.40 Call 

HSBC Call Account NA 2.83 0.34 Call 

Salford City Council * 1 0.50 11.25 Matures  
in 2020 

 
 
 * This is a fixed term deposit that was made in 1985 and is due to mature in 2020.   
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Appendix 2 
 
Note: 
It is important to note that the Treasury Strategy Statement is adopted by the 
Council, based on advice from its external Treasury advisors, and accordingly the 
Strategy is tailored to meet the specific and unique needs of the Council.  All 
financial information contained within this Report and Statement should not be 
used by any individual or organisation as a basis for making investment or 
borrowing decisions. The Council and its Treasury advisors will not accept any 
liability on behalf of any individual or organisation that seeks to act on the 
financial information contained within this Report and Statement. 
 
DUDLEY METROPOLITAN BOROUGH COUNCIL 
TREASURY STRATEGY STATEMENT 2019/20 
 
1.0 Introduction 
 
1.1  This Treasury Strategy Statement details the expected activities of the treasury 

 function in the financial year 2019/20.  The suggested strategy is based upon 
 officers’ views of interest rates as advised by external advisors, supplemented 
 with leading market forecasts.  It should be noted that the use of expert external 
 advisors does not remove the responsibility of members and officers for treasury 
 management functions and that those functions cannot be delegated to any 
 outside organisation.  The strategy covers: 

  the current portfolio position 

  prudential and treasury indicators 

  prospects for interest rates  

  temporary investment strategy 

  requirements and strategy for long-term borrowing 

  debt rescheduling and premature repayment opportunities 

  treasury implications of HRA Self Financing 
 
2.0 Current Portfolio Position 
  
2.1 The Council’s estimated debt position as at 1st April 2019 is as follows: 
      

     £m 

Long-term debt:  
- PWLB fixed rate 568.4 
- PWLB variable rate 13.0 
- Market fixed rate 43.0 
- Market LOBO2 10.0 

Short-term debt 22.0 

Total debt 656.4 

 
2.2 The average rate of interest on the above debt is expected to be 3.34%. 
 

 
2 Lenders Option Borrowers Option (LOBO). This loan was at a fixed rate of 4.6% until February 2009 
after which the rate may be varied at the lender’s option. If the lender exercises this option to vary the rate 

then we, as the borrower, have the option to repay the loan. 
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2.3 The average level of investments held by the Council during 2018/19 to early 
January 2019 was £33.4m.  Cash flow monitoring indicates that long term 
borrowing may be required in the next 12 months. 

 
2.4 The Council also administers the debt of the former West Midlands County 

Council on behalf of the West Midlands districts. The estimated debt position at 
1st April 2019 is as follows: 

 

    £m 

Long-term debt:  
- PWLB fixed rate 124.3 
- Market LOBO3  10.0 

Short-term debt 0.0 

Total debt 134.3 

 
 
2.5 The average rate of interest charged to the West Midlands fund is expected to be 

5.7%. 
 
3.0 Prudential & Treasury Indicators 
 
3.1  Under the Local Government Act 2003 and the Prudential Code for Capital 

 Finance in Local Authorities, local authority capital spending and its borrowing to 
 fund that spending is limited by what is affordable, prudent and sustainable. The 
 Prudential Code sets out a number of indicators that enable the authority to 
 assess affordability and prudence. The following indicators are relevant for the 
 purposes of setting an integrated treasury management strategy. 
 

3.2  Treasury Indicators in the Prudential Code  
 

3.3 The Prudential Code requires that the total external debt does not exceed the 
 Authorised Limit for external debt and only exceeds the Operational Boundary for 
 external debt temporarily on occasions due to variation in cash flow.  
 
3.4 These external debt indicators are intended to ensure that levels of external 

borrowing are affordable, prudent and sustainable.  The authorised limit for 
external debt is a statutory limit (section 3 of the Local Government Act 2003) 
that should not be breached under any circumstances.  It has been calculated to 
take account of the Council’s capital expenditure and financing plans and 
allowing for the possibility of unusual cash movements.  The operational 
boundary for external debt has also been calculated with regard to the Council’s 
capital expenditure and financing plans allowing for the most likely, prudent, but 
not worst case scenario for cash flow.  Temporary breaches of the operational 
boundary, due to variations in cash flow, will not be regarded as significant.  
Actual external debt represents the closing balance for borrowing and other long-
term liabilities. 

  
 
  

50



 

  

 
 

 2017/18 2018/19 2019/20 2021/21 2021/22 

  Revised Revised Revised  

 £m £m £m £m £m 

Authorised limit for external debt:   
911 

 
933 

 
899 

 
889 

    Borrowing n/a     

    Other long term liabilities n/a 23 28 25 22 

 Total n/a     

  934 961 924 911 

Operational boundary:  n/a  
863 

 
828 

 
802 

 
780 

     Borrowing      

     other long term liabilities n/a 23 28 25 2 

 Total n/a 886 856 827 802 

      

Actual External Debt:      

     Borrowing 821.7 n/a n/a n/a n/a 

     Other long term liabilities 24.6 n/a n/a n/a n/a 

  
 Total 

 
846.3 

 
n/a 

 
n/a 

 
n/a 

 
n/a 

 
  
3.5  Gross Debt and the Capital Financing Requirement: 
 

 This is a key indicator of prudence. In order to ensure that over the medium 
 term debt will only be for a capital purpose, the local authority should ensure that 
 debt does not, except in the short term, exceed the total of capital financing 
 requirement in the preceding year plus the estimates of any additional capital 
 financing requirement for the current and next two financial years. 
  

The Council has met this requirement in 2018/19, and expects to do so in future 
years. This view takes into account current commitments, existing plans and the 
proposals in the approved budget. 

  
 
3.6 Interest rate exposures 
  

These indicators allow the Council to manage the extent to which it is exposed to 
changes in interest rates.  The upper limit for fixed interest reflects the fact that it is 
possible to construct a prudent treasury strategy on the basis of using only fixed 
rate debt and investments, so long as the maturity dates of these debts and 
investments are reasonably spread.  The same does not apply to variable rates 
where a 100% exposure could lead to significant year on year fluctuations in the 
cost of debt.  The upper limit for variable rate exposure allows for the use of 
variable rate debt to offset our exposure to changes in short-term rates on our 
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portfolio of investments.  This limit reduces over time as our strategy is to gradually 
reduce our level of investments. 

 

 2018/19 2019/20 
 

2020/21 2021/22 

Upper limit for fixed interest rate 
exposure 

100 100 100 100 

Upper limit for variable rate 
exposure 

10 10 10 10 

 
3.7 Maturity structure of borrowing and investments 
 

The maturity structure of fixed rate borrowing is designed to protect against 
excessive exposures to interest rate changes in any one period, in particular in the 
course of the next ten years. 

 
  
3.8 Upper Limit for total principal sums invested over 364 days 
 

The purpose of the limits for principal sums invested for periods longer than 364 
days is to contain the Council’s exposure to the possibility of loss that might arise 
as a result of having to seek early repayment of principal sums invested.  On the 
basis of prudent treasury management the proposed upper limit on principal 
maturing in any one year for sums invested for over 364 days is £10m. 

    
4.0  Economic Background 
 
4.1 World growth has been doing reasonably well, aided by strong growth in the US. 

However, US growth is likely to fall back in 2019, and together with weakening 
economic activity in China and the Eurozone, overall world growth is likely to 
weaken. 

 
4.2 Inflation has been weak in 2018, but unemployment falling to low levels in the US 

and UK has led to a marked acceleration of wage inflation. The US Federal 
Reserve Bank has increased rates nine times and the Bank of England twice. 
However, the European Central Bank is unlikely to start increasing rates until late 
in 2019 at the earliest. 

 
4.3 The flow of economic statistics since the start of the first quarter of 2018 has 

shown that pessimism was overdone about the poor growth in quarter 1 when 
adverse weather caused a temporary downward blip. Quarter 1 growth of 0.1% in 
GDP was followed by a return to 0.4% in quarter 2 and by strong performance in 
quarter 3 of 0.6%. However, growth in quarter 4 is expected to weaken 
significantly. 

  Upper Limit 
% 

Lower Limit 
% 

  Under 12 months  10 0 

  12 months and within 24 months 10 0 

  24 months and within 5 years 15 0 

  5 years and within 10 years 25 0 

  10 years and above 100 40 
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4.4 The Consumer Price Index (CPI) measure of inflation has been falling from a peak 

of 3.1% in November 2017 to 2.3% in November 2018. In the November Bank of 
England quarterly inflation report, inflation was forecast to be still marginally above 
its 2% inflation target (at about 2.1%), given a scenario of minimal increases in 
Bank Rate. This inflation forecast is likely to be amended upwards due to the 
Bank’s report being produced prior to the Chancellor’s announcement of a 
significant fiscal stimulus in the Budget. This is likely to add 0.3% to GDP growth at 
a time when there is little spare capacity left in the economy, particularly of labour. 

 

5.0 Prospects for Interest Rates:  
 
5.1 The Council’s Treasury Advisor, Link Asset Services, has provided the following 

forecast : 
 
 

 March 
2019 

March 
2020 

March 
2021 

March 
2022 

Bank Rate 0.75% 1.25% 1.50% 2.00% 

     
5yr PWLB rate 2.10% 2.30% 2.60% 2.80% 
10yr PWLB rate 2.50% 2.80% 3.00% 3.20% 
25yr PWLB rate 2.90% 3.20% 3.40% 3.60% 
50yr PWLB rate 2.70% 3.00% 3.20% 3.40% 

 
5.2 The Bank Rate was increased in August 2018 from 0.5% to 0.75%. Growth 

became increasingly strong during 2018 until slowing significantly in the last 
quarter. It is unlikely that the Monetary Policy Committee (MPC) will increase the 
Bank Rate in February 2019, ahead of the March deadline for Brexit. On the 
assumption that a Brexit deal is agreed in the first quarter of 2019, then the next 
increase in Bank Rate is forecast to be in May 2019, followed by increases in 
February and November 2020, before ending up at 2.0% in February 2022. 

 
5.3 However, there is considerable uncertainty about the path of Brexit and a non-

agreement exit from the European Union possibly lead to range of effects with 
different impacts on interest rates. For example, the MPC has indicated it may 
raise rates to curb inflation due to an increase in import prices or cut the Bank 
Rate to help economic growth. General economic uncertainty could lead to 
government gilt yields falling in the short and medium term.  

 
5.4 Our overall strategy will be based on the projections above.  However, we will 

maintain flexibility to take account of unexpected variations from our forecast. 
 
6.0 Annual Investment Strategy 
 
6.1 Our investment activities are subject to government guidance issued under 

Section 15(1) (a) of the Local Government Act 2003.  This section of the 
Treasury Strategy Statement constitutes an “Annual Investment Strategy” 
produced in accordance with the guidance.  

  
6.2 The Council holds invested funds, representing income received in advance of 

expenditure plus balances and reserves held. We have a policy of keeping cash 
balances at minimum levels by maximising the use of internal borrowing to 
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finance capital expenditure. In the current financial year, the Authority’s cash 
balance has ranged between a minimum of £4.8m to a high of £58.0m. 

  
6.3 Both the CIPFA Code and the Department for Communities and Local 

Government (DCLG) require the Council to invests its funds prudently, and to 
have regard to the security and liquidity of its investments before seeking the 
highest rate of return or yield. The Council’s primary objective in relation to the 
investment of public funds remains the security of capital. The liquidity or 
accessibility of the Council’s investments followed by the yields earned on 
investments is important but are secondary considerations.   

  
 
6.5 Strategy for “specified investments” 
 
6.5.1  The Council will make use of specified investments (as defined within the terms 
 of the government guidance).  These are investments that satisfy the following 
 conditions: 
 

a) The investment is denominated in sterling and any payments or repayments 
in respect of the investment are payable only in sterling. 

b) The Council may require that the investment be repaid or redeemed within 12 
months of the date on which the investment was made. 

c) The making of the investment is not defined as capital expenditure by 
legislation 

d) The investment satisfies either of the following conditions: 
 

I. The investment is made with the UK government, a local authority, a 
parish council or a community council. or 

II. The investment is made with a body or in an investment scheme of 
high credit quality 

 
6.5.2 The Council will be prepared to lend to the West Midlands Combined Authority. 

Such lending will be as part of arrangements agreed with the Combined Authority 

and other constituent authorities. 

 

6.5.3 For the purpose of this strategy a body or investment scheme is deemed to be of 

high credit quality if it has minimum short-term ratings of F1 (Fitch), P1 

(Moody’s), and A1 (Standard and Poors). 

6.5.4 In order to reduce risk of loss from a bank default, the Council has also applied 
the following criteria for investments : 

 

 Investments of a maximum duration of 3 months are permitted with UK 
institutions which have the highest short term credit rating from all three main 
credit rating agencies i.e. F1+ (Fitch), A1+ (Standard & Poors), P1 (Moody’s) 

 

 Investments of a maximum duration of 1 month are permitted with UK 
institutions with a minimum short term credit rating of F1 (Fitch), A1 
(Standard & Poors), and P1 (Moody’s). 

 
6.5.5 Since the financial crisis of 2008, the Council has not allowed investments in 

non-UK institutions. The existing strategy is based on the implicit assumption that 
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the UK Government would support a failing UK bank.  This factor is less relevant 
in light of the Financial Services (Banking Reform) Act 2013 and proposed 
regulations.  That said, current cash flow predictions do not suggest that there is 
any compelling need to widen the investment strategy to non-UK institutions and 
so there is no proposal to change. 

 
6.5.6 The Council understands that credit ratings are good, but not perfect, predictors 

of investment default.  Full regard will therefore be given to other available 
information on the credit quality of the organisations in which it invests, including 
credit default swap prices, financial statements, information on potential 
government support and reports in the quality financial press.  No investments 
will be made with an organisation if there are substantive doubts about its credit 
quality, even though it may meet the credit rating criteria 

 
6.5.7 When deteriorating financial market conditions affect the creditworthiness of all 

organisations, as happened in 2008 and 2011, this is not generally reflected in 
credit ratings, but can be seen in other market measures.  In these 
circumstances, the Authority will restrict its investments to those organisations of 
higher credit quality and reduce the maximum duration of its investments to 
maintain the required level of security.  The extent of these restrictions will be in 
line with prevailing financial market conditions. If these restrictions mean that 
insufficient commercial organisations of high credit quality are available to invest 
the Authority’s cash balances, then the surplus will be deposited with the UK 
Government, via the Debt Management Office for example, or with other local 
authorities.  This will cause a reduction in the level of investment income earned, 
but will protect the principal sum invested. 

 
6.5.8 The only indicators with prescriptive values remain to be credit ratings. Other 

indicators of creditworthiness are considered in relative rather than absolute 
terms. 
 

6.4.9 If conditions in the financial markets worsen during 2019-20 or other factors 
indicate that increased security of Council funds is required, the Chief Officer 
(Finance and Legal) may impose tighter restrictions on the type of investments 
and institutions used by the Council, than those detailed in this strategy. 

 
6.4.10 The Council banks with HSBC. At the current time, it does meet the minimum 

credit criteria and has the highest credit rating for a UK bank. Even if the credit 

rating falls below the Council’s minimum criteria HSBC will continue to be used 

for short term liquidity requirements (overnight and weekend investments) and 

business continuity arrangements. 

6.5 Strategy for “non-specified investments” 
 
6.5.1 Non-specified investments are those that do not meet the criteria for a specified 

investment detailed in 7.4.1 above. The Council does not intend to make any 
investments denominated in foreign currencies, or any that are defined as capital 
expenditure by legislation such as company shares. Neither is there an intention 
to make new long term investments, especially in the light of maximising the 
length of any investment to 3 months irrespective of its credit quality. Therefore 
the Council will not place its funds with non-specified investments. 

 
6.6 Liquidity of investments 
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6.6.1 In determining the maximum period for which investments may be held, we will 

have regard to our most recent cash-flow forecast.  We will not enter into an 
investment where our cash-flow forecast indicates that, as a result of that 
investment, we would be forced to borrow money at a later date that we would 
not otherwise have had to borrow. 

 
6.6.2 The criteria for investments detailed in 7.4.3 will ensure that investments are not 

made for periods exceeding 3 months thereby ensuring that the Council’s cash is 
readily available for day to day operations, as well as reducing the risk of capital 
loss. 

 
6.7 Limit on investments with a single institution 
 
6.7.1 In order to limit the Council’s exposure to a single default, investments with a 

single institution or group of banks should not exceed £5million at any time. 
This limit also applies to other local authorities but not to the Debt Management 
Office which has no upper limit as investments with the UK Government are 
deemed to be at the lowest level of risk. 

 
7.0 Policy on Non-Financial Investments 
 
7.1 Investment in non-financial assets including property is not part of the 

Council’s Treasury Management Strategy. The Council will incur capital 
expenditure on acquisition or development of property only where the primary 
purpose is regeneration and/or service delivery, and then only where a 
development would not happen without Council involvement, and the potential 
regeneration gain justifies any financial or other risks. It will not invest in property 
for the sole or primary purpose of revenue income or other financial return. 

 
 
8.0 Policy on the Use of Financial Derivatives 

 
8.1 A financial derivative is a contract whose value is based on, or "derived" from, an 
 underlying financial instrument such as a loan. Local authorities have previously 
 been able to make use of financial derivatives embedded into loans and 
 investments, both to reduce interest rate risk (e.g. forward deals) and to reduce 
 costs or increase income at the expense of greater risk (e.g. LOBO loans).  
  
8.2 The general power of competence in Section 1 of the Localism Act 2011 
 removes much of the uncertainty over local authorities’ use of standalone 
 financial derivatives (i.e. those that are not embedded into a loan or investment). 
 The CIPFA Code requires authorities to clearly detail their policy on the use of 
 derivatives in the annual strategy. 
 
8.3 The Council does not intend to use standalone financial derivatives (such as 
 swaps, forwards, futures and options). Should this position change, the 
 Council may seek to develop a detailed and robust risk management 
 framework governing the use of derivatives, but no change in strategy will  be 
 made without  full Council approval. 
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9.0 Requirements and Strategy for Long-Term Borrowing 
 
9.1 The primary factor in determining whether we undertake new long-term 

borrowing will be cash flow need.  We will seek to minimise the time between 
borrowing and anticipated cash flow need, subject to the need to maintain day to 
day liquidity. 

 
 
 
9.2 The underlying need to borrow for capital purposes is measured by the Capital 

Financing Requirement (CFR), while usable reserves and working capital are the 
underlying resources available for investment. The Council’s strategy is to 
maintain borrowing and investments at a minimum (well below their underlying 
levels) thereby maximising the use of internal borrowing. This keeps borrowing 
costs lower than they would otherwise be and keeping cash balances low 
reduces credit risk. 

 
9.3 The balance sheet forecast indicates a requirement to increase the level of 

external borrowing in the medium and long term. Our interest rate expectations 
(outlined in 6.2) provide a variety of options on the type of borrowing we will 
undertake : 

 

 that short-term variable rates will be good value compared to long-term 
rates, and are likely to remain so for potentially at least the next couple of 
 years. Best value will therefore be achieved by borrowing short term at 
variable rates in order to minimise borrowing costs in the short term.    

 

 that the risks intrinsic in the shorter term variable rates are such, when 
compared to historically relatively low long term fixed funding, which may be 
achievable in 2019/20, that the Council will maintain a stable, longer term 
portfolio by drawing longer term fixed rate funding at a marginally higher rate 
than short term rates. 

 
9.4 Against this background caution will be adopted with the 2019/20 treasury 

operations.  The Chief Officer (Finance and Legal Services) will monitor the 
interest rate market and adopt a pragmatic approach to changing circumstances. 

 
 Sensitivity of the forecast - The main sensitivities of the forecast are likely to be 
 the two scenarios below. In conjunction with the treasury advisers, we will 
 continually monitor both the prevailing interest rates and the market forecasts, 
 adopting the following responses to a change of sentiment: 
  

 If it were felt that there was a significant risk of a sharp rise in long and 
short term rates, perhaps arising from a greater than expected 
increase in world economic activity, then the portfolio position will be 
re-appraised with the likely action that fixed rate funding will be drawn 
whilst interest rates are still relatively cheap 

 

 If it were felt that there was a significant risk of a sharp fall in long and 
short term rates, due to growth rates remaining low or weakening, then 
long term borrowings will be postponed 
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9.5 With respect to the West Midlands Debt, variances due to timing differences
 between the maturity profile of the debt and repayments from authorities can be 
 managed by short term borrowing in 2019-20.  As a result, we do not anticipate 
 that further long-term borrowing will be needed during 2019-20.   

 
9.6 The approved sources of long-term and short-term borrowing are: 
  

 Public Works Loans Board 

 Any institution approved for investments (above) 

 Any other bank or building society authorised to operate in the UK 

 UK public and private sector pension funds (except the West Midlands 

Pension Fund) 

In addition capital finance may be raised by finance leases and similar 
arrangements which may be classed as debt liabilities. 

 
10.0 Debt Rescheduling and Premature Repayment Opportunities 
 
10.1 We may consider rescheduling or premature repayment with the following aims: 
 

 the generation of cash savings at minimum risk; 

 in order to help fulfil the strategy outlined in 8 above; 

 in order to enhance the balance of the long-term portfolio (by 
amending the maturity profile and/or the balance of volatility). 

 
10.2 Any rescheduling or premature repayment will be reported to an appropriate 

committee at the meeting following its implementation. 
 
11.0 HRA Self Financing 
 
11.1 On 1st April 2012, the Council notionally split each of its existing long-term loans 

into General Fund and HRA pools. In the future, new long-term loans borrowed will 
be assigned in their entirety to one pool or the other. Interest payable and other 
costs/income arising from long-term loans (e.g. premiums and discounts on early 
redemption) will be charged/ credited to the respective revenue account.  

 
11.2 Differences between the value of the HRA loans pool and the HRA’s underlying 
 need to borrow (adjusted for HRA balance sheet resources available for 
 investment) will result in a notional cash balance which may be positive or  
 negative. An average of this notional balance will be calculated annually and 
 interest transferred  between the General Fund and HRA at an internally 
 determined rate of interest, adjusted for risk. 
 
12.0 Training 

 
12.1 CIPFA’s Code of Practice requires the Chief Officer (Finance and Legal) 

to ensure that all members tasked with treasury management responsibilities, 
including scrutiny of the treasury management function, receive appropriate 
training relevant to their  needs and understand fully their roles and 
responsibilities.  Relevant training is provided by Arlingclose to the members of the 
Audit Committee and other members of the Council. 
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12.2 The Council recognises the importance of ensuring that all staff involved in the 
treasury management function are fully equipped to undertake the duties and 
responsibilities allocated to them. It will therefore seek to appoint individuals who 
are both capable and experienced and will provide training for staff to enable 
them to acquire and maintain an appropriate level of expertise, knowledge and 
skills. The Chief Officer (Finance & Legal Services) will recommend and 
implement the necessary arrangements. 

  
13.0 Treasury Management Advisors 
 
13.1 The Council uses Link Asset Services as its external treasury management 

advisers. The Council recognises that responsibility for treasury management 
decisions remains with the organisation at all times and will ensure that undue 
reliance is not placed upon our external service providers.  
 

13.2 It also recognises that there is value in employing external providers of treasury 
management services in order to acquire access to specialist skills and resources. 
The Council maintains the quality of the service with its advisors by holding regular 
meetings and tendering periodically for the provision of treasury management 
advice 

 
13.3 The Council receives the following services from Link Asset Services : 

a. Credit advice 
b. Investment advice 
c. Technical advice 
d. Economic & interest rate forecasts 
e. Workshops and training events for officers and members 
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         Agenda Item No. 8 

 

 
Audit and Standards Committee – 4th February 2019 
 
Report of the Chief Officer Finance and Legal Services  
 
Risk Management  
 
Purpose 
 

1. To update members on current Corporate Risks and approve the Risk Management 
Strategy. 
 

Recommendations 
 

2. That this committee: 

 Notes and comments on the Corporate Risks as set out in Appendix 1.  

 Approves the Risk Management Strategy as set out in Appendix 2. 

 Identifies and additional risks that it considers should form part of the 
Corporate Risk list. 

 Identifies a particular risk for closer scrutiny at the July meeting of this 
Committee.  
 
 

Background 
 

3. This Committee requested it should receive details of Corporate Risk three times 
per annum.   
 

Corporate Risks 
 

4. Corporate Board receives reports on Corporate Risks at least 3 times per annum 
and in addition all Strategic Directors and Chief Officers continue to review risks on 
a quarterly basis.   Appendix 1 shows details of the latest Corporate Risks following 
review by Corporate Board on 22nd January 2019.    

 
5. In addition to risks tabled in Appendix 1, this Committee may identify any additional 

risks that it considers should form part of the Corporate Risk list.  
 

6. At its meeting on the 10th December 2018, this Committee agreed to scrutinise risk 
R.306 which relates to Brexit.  Accordingly, the Strategic Director for Place will 
present on this matter. 

 
Risk Management Strategy 

 
7. The Risk Management Strategy and guidance has been reviewed by Corporate 

Board and is attached as Appendix 2.  The practical application of this Strategy 
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reflects the need to focus on strategic risk management and therefore risks at the 
highest levels. 
 
 

Other matters relating to Risk Management  
 

8. The Council’s risk register can be found on the system known as Spectrum Risk.  To 
ensure monitoring of Corporate Risks and Chief Officer Plan Risk, Directors sign off 
a process known as the Risk Assurance Protocol (RAP).   Details of this process are 
in the Risk Management Strategy and RAPs are created and stored electronically in 
Spectrum Risk.    
 

9.  Management of risk also forms part of the Council’s assurance framework, which is 
integral to the Annual Governance Statement (AGS).   In this regard RAP processes 
and sign offs are monitored by Audit Services.       

 
Finance 
 

10. There are no direct financial implications arising from this report.    
 
Law 
 

11. The Council has a statutory responsibility for managing risks as laid out in Section 4 
of the Accounts and Audit Regulations 2003 (amended 2006) 

 
Equality Impact 
 

12. There are no equality issues arising from this report 
 
Human Resources 
 

13. There are no human resources issues arising from this report. 
 

 
Iain Newman 
Chief Officer Finance and Legal Services 
 
Contact Officer:  Sara McNally  
   Telephone: 01384 815346 
   Email: sara.mcnally@dudley.gov.uk  
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Appendix One 

Risk Register: Corporate Risks 

Period --> 01/07/2018 to 30/09/2018 

R.14 HR Policies 
Owner: Iain Newman 
Legal Challenge to HR Policies e.g. Pay and Grading 

MODERATE (8) 

Corporate Board reviewed 22/1/19 – no change 

A.863 Specialist legal advice and support. 
Owner: Iain Newman 

Annual review of Equal Pay claims took place 12th September 2018. 

R.15 The Council budget 
Owner: Iain Newman 
The Council may be unable to set and/or manage its budget 
so as to meet its statutory obligations within the resources 
available. 

MAJOR (20) 

Corporate Board reviewed 22/1/19 – no change 

A.864 Financial intelligence 
Owner: Rachel Cooper 

Continued attendance of regional/West Midlands financial leads groups 

A.866 Monitoring and forecasting of council tax and 
business rates 
Owner: Sean Beckett 

Analyse Local have been engaged to review appeals methodology.  Meetings held 
with Valuation Office Agency  

A.869 Reports to Cabinet, Scrutiny, Audit & Standards and 
Council on budgets 
Owner: Iain Newman 

The MTFS was taken to Cabinet 25th October 2018. It is now out for consultation 
with external stakeholders and all scrutiny committees during November prior to 
resubmission to Cabinet February 2019. 

A.871 Corporate Transformation Programme 
Owner: Adrian McCormick 

A.947 Strategy to manage numbers of Looked After Children 
through partnership and improved early intervention 
Owner: Sue Butcher 
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R.18 Information Governance 
Owner: Iain Newman 
The Council may fail to; assess the importance of 
information to the business and may be unaware of the 
potential impact on the organisation should the 
confidentiality, integrity or availability of information be 
compromised. 

SIGNIFICANT (12) 

Corporate Board reviewed 22/1/19 – no change 

A.907 Maintain standards of Information Governance and 
Transparency through the Information Governance Board 
Owner: Lewis Bourne 

IG Board actively involved in IG Policy approval.  Recent approvals:  GDPR Law 
Enforcement Policy & GDPR Special Category usage Policy. 

A.908 Corporate Information Governance Team 
Owner: Iain Newman 

Reorganisation of the Corporate Information Governance Team has been 
concluded.  Senior Information Governance Officer in place supervising day to day 
operations.  Recruitment of vacant Information Governance Officer post 
outstanding. 

A.909 On line Data Protection 
Owner: Lewis Bourne 

New course published and being used by schools.  Council internal course being 
re-written and will be published by Dec 2018. 

A.910 Escalation of Information Governance issues 
Owner: Iain Newman 

Escalation routes for IG issues remain through CIGT, DPO and IG Board.  For 
operational management of data breaches a new automated online report process 
is now in place to enable statutory deadlines to be met. 

A.911 Action plan for compliance 
Owner: Lewis Bourne 

All schools (buying back IG service (96)) received Introductory Audits before end of 
March 2018.  Onsite School Compliance Audits now commenced.  Internal to the 
Council: 114 Adequacy Audits have been booked with 60 completed.  Privacy 
Notices now in place for corporate and key areas. 

R.19 Improved Better Care Fund (iBCF) 
Owner: Martin Samuels 
Risk that non delivery of performance targets will result in 
clawback of investment and make the Council's financial 
position more vulnerable.   Also risk that investment tapers 
down to zero after three years and performance needs to be 
maintained. 

MODERATE (9) 

Corporate Board reviewed 22/1/19 – no change 
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A.741 Performance framework: Clear performance 
framework for each team as a sub-set of Better Care Fund 
measures 
Owner: Matt Bowsher 

iBCF schemes have recently been subject to an internal Audit resulting in a 
favourable assessment. Highlighted was the continuation of excellent performance 
along with on-going compliance of schemes (and overall plan) within the scope of 
iBCF grant conditions.  Year 2 plans for iBCF have been ratified at Integrated 
Commissioning Executive (ICE) with full backing of our iBCF/BCF strategic 
partners, Dudley CCG.  The Council has consistently exceeded the iBCF target 
expectations and risk of clawback is limited. 

A.743 Management of public expectations, provision of 
alternatives to institutional care and improved operational 
effectiveness of preventative services 
Owner: Matt Bowsher 

The draft 2018 Local Account identifies that 75% of people reported it was “easy” 
to find information demonstrating customer satisfaction in relation to advice and 
information remains high. Stakeholder feedback received on the Local Account will 
be used to influence the way ASC presents and communicates information in the 
future. The final version of the Local Account will be issued November 2018.  
Dudley Telecare Service is acclaimed with Platinum accreditation.    New 
technology spurring digitisation in Dudley includes Brain in Hand and My 
Improvement. Both are being piloted at Q2 with the aim of spreading good practice. 
An evaluation report detailing learning will follow.  DDS are working with Children 
services LAC to establish future demand, planning and reduction of costs as per 
transition to independence and adulthood. Top 10 costly cases in LAC will be 
reviewed jointly with commissioners, finance and operational colleagues in 
transition  DDS model is underpinned by principles of integration and the ability to 
access the right type of support at the right time. TCP is delivering quality based 
decision making for Dudley citizens. DDS is strategically and operational involved 
with local LD health provider and the wider regional agenda in delivering the TCP 
program. Current focus is on ensuring the interface pathway is effective and 
robust. 

A.949 Health and Wellbeing Board oversight of programme. 
Owner: Matt Bowsher 

Performance update on Dudley’s Integration & Better Care Fund Plan 2017-19 was 
received by HWWB 20th Sept and positive progress was noted. 

A.2568 Performance scrutinised on daily basis and 
appropriate governance is in place at A & E Delivery Board, 
Health and Well Being Board and Integrated Commissioning 
Executive to drive change. 
Owner: Matt Bowsher 
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A.2569 Negotiations have commenced with NHS to 
mainstream funding by Dec 2018 to sustain performance 
without increased risk to the Council.  In the event 
negotiation is unsuccessful, services will be switched off to 
mirror funding 
Owner: Matt Bowsher 

Performance related funding continues to be received from Dudley CCG and forms 
part of the whole BCF/iBCF Dudley system approach.  Aspects of Dudley’s siBCF 
programme have been extended to University Hospitals Birmingham NHS 
Foundation Trust, Royal Wolverhampton Trust and have reduced a significant 
proportion of Adult Social Care delays there.  Operation FIT continues to anchor 
plans and methodology governing 18/19 management of change, delivery of MTFS 
savings and iBCF scheme delivery.   Both Cabinet and the S.151 Officer have 
agreed residual sIBCF investment from 2017/18 will be rolled over to September 
2018 in order to achieve the full 12-month benefit of the schemes.  The current 
average weekly discharges for is 68 p/w (27/08/2018 to 14/10/2018). This level of 
average discharges is significantly above the Memorandum of Understanding 
(MoU) target; this follows long trending out-performance. 

R.20 Welfare Reform 
Owner: Iain Newman 
There is a risk that various changes to welfare and benefits 
systems could place people at risk and increase pressures 
on statutory services. 

SIGNIFICANT (15) 

Corporate Board reviewed 22/1/19 – no change 

A.752 Corporate Welfare Reform Board in place to take a 
strategic approach 
Owner: Sean Beckett 

Last board meeting was 25th September 2018 and the next is scheduled for 27th 
November 2018. 

A.753 Increased provision for bad debt (Housing Services) - 
Corporate risk action 
Owner: Catherine Ludwig 

Appropriate bad debt provision set within approved budgets. 

A.754 Joint working with third sector and other partners to 
identify & support people affected by Welfare Reforms - 
Corporate risk action 
Owner: Catherine Ludwig 

Ongoing, including Corporate Welfare Reform group, continued regular meetings 
with DWP (jobcentre managers, service centre managers and partnership 
manager) plus continued liaison with DWP. 

A.755 Review housing stock to balance supply and demand 
- Corporate risk action 
Owner: Catherine Ludwig 

Ongoing - asset management strategy and long-term budget planning continue. 

A.2839 Council Tax Reduction scheme 
Owner: Sean Beckett 

Review  has commenced with intended implementation from April 2020 
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R.21 Corporate Fraud 
Owner: Iain Newman 
The Council acknowledges that there is a risk of fraud 
across all areas of its operations and is working both 
internally and with external partners to prevent and reduce 
this risk. 

MODERATE (8) 

Corporate Board reviewed 22/1/19 – no change 

A.1572 Anti Fraud and Corruption Plan 
Owner: Graham Harrison 

Progress has been made on each of the four elements of the Fraud Action Plan. 

R.22 Vulnerable People. 
Owner: Martin Samuels 
Risk of failure to protect children and/or adults in positions of 
vulnerability, due to increasing demand, changing patterns 
of abuse  (e.g. child exploitation) and reducing resources. 

MAJOR (20) 

Corporate Board reviewed 22/1/19 and agreed to reduce the rating to Significant 
(Impact 5, Probability 3) 

A.953 Improved usage of data and intelligence to identify 
and address patterns of abuse and increase the 
effectiveness of Early Help 
Owner: Sue Butcher 

A.2555 Robust referral pathways in place accessible by 
public and pros.  Referral documentation is Care Act 
Compliant highlighting importance of making Safeguarding 
personal 
Owner: Stephen Lonsdale 

Localised policies in place to ensure agencies continue to make safeguarding 
personal through sharing information, training staff and auditing agency case 
records. In particular, this has resulted in new referral forms for safeguarding 
concerns and Safeguarding Adult Reviews which are embedded and Care Act 
compliant. Elsewhere, the Safeguarding communications and engagement sub 
group has been established and directly engaged in shaping appropriate 
documentation for referrals and training.     

A.2556 Current Adult MASH benefits from multi agency 
partnership which supports robust decision making process 
Owner: Stephen Lonsdale 

MASH now fully operational and the Quality and Performance Group monitors on-
going effectiveness of streamlined partnership processes, alongside data quality 
matters. 

A.2557 Profile of Adult Safeguarding is being raised via 
social media 
Owner: Stephen Lonsdale 

Safeguarding communications and engagement sub group has been established. 
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A.2558 There is now a robust strategy training programme 
for Adult Safeguarding 
Owner: Stephen Lonsdale 

Localised policies in place to ensure agencies continue to make safeguarding 
personal through sharing information, training staff and auditing agency case 
records. In particular, this has resulted in new referral forms for safeguarding 
concerns and Safeguarding Adult Reviews which are embedded and Care Act 
compliant. Elsewhere, the Safeguarding communications and engagement sub 
group has been established and directly engaged in shaping appropriate 
documentation for referrals and training. 

A.2559 Quality and Performance Sub Group working to 
ensure governance arrangements across the Partnership 
Owner: Stephen Lonsdale 

A.2567 Performance is scrutinised through the Children's 
Service Improvement Board, the Department for Education 
(DfE) and Ofsted on a regular basis 
Owner: Sue Butcher 

R.137 Health and Safety  
Owner: Iain Newman 
Failure to have in place effective arrangements for managing 
health and safety leading to risks to Council staff, service 
users and visitors to Council premises 

MODERATE (10) 

Corporate Board reviewed 22/1/19 – no change 

A.1593 Effective information, instruction and training 
Owner: Simon Reece 

Health & safety management training programme in place. IOSH-accredited Safety 
for Executives & Directors training organised and scheduled for October & 
November for Wider Corporate Board members & all Heads of Service. Further 
course to run in January 2019. 

A.1594 Effective Planning & Implementation 
Owner: Simon Reece 

Corporate Health & Safety Action Plan is a regular item on CHSMG agenda. 
Directorate & Divisional level action plans are on agendas of appropriate 
management team meetings. Development & progress is reported at quarterly 
management group meetings. 

A.1595 Effective Health & Safety organisation 
Owner: Simon Reece 

Governance structure for Health & Safety management is in place at corporate, 
directorate & divisional levels. 

A.1596 Effective monitoring & auditing 
Owner: Simon Reece 

Quarterly monitoring of Health & Safety performance is included in quarterly health 
& safety reports produced for management teams by CHST. New online incident 
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reporting system will have capability of producing real time information for 
management. Audit (health & safety compliance review) programme steered by 
corporate health & safety risk profile is underway. Reports & action plans are 
delivered to Divisional management teams (or school management teams) for 
actioning. 

R.234 Emergency Planning  
Owner: Deborah Harkins 
Failure to implement emergency planning and business 
continuity arrangements will increase the inability of the local 
authority to respond and recover from incidents 

SIGNIFICANT (12) 

Corporate Board reviewed 22/1/19 – no change 

A.2033 Develop corporate protocol and support the 
implementation of emergency evacuation procedures across 
all Council operated premises 
Owner: Barry Jones/Sarah Hill 

Following developments of protocols and processes, Corporate Board transferred 
lead responsibility for evacuation processes to Corporate Health and Safety/Health 
and Safety Group and Corporate Landlord 

A.2034 Ensure elected members are equipped to carry out 
responsibilities for managing and recovering from civil 
emergencies 
Owner: Barry Jones/Sarah Hill 

Portfolio holders included in exercising and training of senior officers.   Elected 
member training taking place in October 2018 

A.2036 Support the organisation's resilience in meeting its 
business continuity management obligations 
Owner: Barry Jones/Sarah Hill 

All critical services Business continuity plans identified.  Some areas within culture 
and leisure services remain outstanding. The emergency planning continue to offer 
bespoke half day table top exercising and training of plans via heads of service. 

R.242 Management Capacity 
Owner: Sarah Norman 

There is a risk that the Council's capacity to support 
delivery of its priorities or take advantage of emerging 
opportunities may become insufficient.  This presents a 
risk that services supporting vulnerable people fail to 
meet statutory requirements, a loss of potential 
regeneration investment into the borough, increases in 
workforce stress, customer dissatisfaction and 
diminishing political support 

MODERATE (9) 

Corporate Board reviewed 22/1/19 – no change 
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A.2084 – The Council has medium term (3 year) Chief 
Officer Business Plans, which include workforce plans, 
designed to show how capacity is aligned appropriately  to 
the delivery of statutory and priority services. 
Owner: Ade McCormick 

A.2085 There is a robust Performance Management 
Framework and supporting system embedded in the 
Council, managed by the Transformation Team. 
Owner: Ade McCormick 

A.2861 Where capacity appears to be insufficient to meet 
increased, new or emerging demand, the use of interim 
capacity will be considered, based upon an assessment of 
the implications of failing to address/cater for increased 
demand on management capacity. 
Owner: Alan Lunt 

R.243 Major ICT Projects.   
Owner: Ade McCormick 
There is a risk that the transformation of the Council rests on 
a number of significant ICT Projects. 
These projects carry a risk of failing to delivery their aims, 
cost overrun, being ineffective and/or disruption to the 
current business. e.g. Social Care Replacement, Digital 
Platform and PIMS. 

SIGNIFICANT (12) 

Corporate Board reviewed 22/1/19 – no change 

A.2086 Each of the Council’s major ICT projects is 
developed and established using the Council’s corporate 
Programme and Project management methodology and 
system (VERTO). This is overseen and co-ordinated through 
the Council’s Programme (Portfolio) Office, 
Owner: Ade McCormick 

A.2087 Each ICT programme is supported by a business 
case, project plan, risk and issues register, and performance 
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is managed against these. Risks are continually monitored 
and corrective action taken if any develop into issues 
Owner: Ade McCormick 

A.2560 Transformation & Delivery Board established to 
monitor performance of all Transforming for Future 
projects/programmes which follow corporate Programme 
Mgt approaches. 
Owner: Ade McCormick 

R.286 Payroll 
Owner: Ade McCormick 
Failure to address the Actions in the internal audit report 
may result in staff not being paid or not being paid correctly 

MAJOR (16) 

Corporate Board reviewed 22/1/19 – no change 

A.2554 If necessary, the previous payroll months would be 
applied, with priority efforts concentrated on new starters 
and over payments.  Where required supplementary CHAPS 
payments will be made 
Owner: Ade McCormick 

R.287 Payment Card Industry (PCI) Compliance 
Owner: Iain Newman  
If the Council is unable to stay PCI Compliant, several risks 
may arise/be incurred: financial penalties, reputational 
damage and the Council's approach to income collection 
impeded. 

MAJOR (16) 

Corporate Board reviewed 22/1/19 – no change 

A.2561 Specialist security consultants commissioned to 
conduct a review and provide report 
Owner: Sandra Taylor 

Consultant has reviewed our processes and set up.  This has provided a shorter 
list of issues to be dealt with. 

A.2562 ICON Programme Board to review all payment 
methods and revisit preferred methods of taking payments 
Owner: Rachel Cooper 

Review Ongoing 
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R.288 Multi Speciality Care Provider (MCP).  
Owner: Martin Samuels/Deb Harkins 
There is a risk that the MCP will be delayed or not take place 
at all due to changes in national policy or current challenges 
in the local NHS system. This would result in reputational 
and financial issues and threaten the delivery of existing 
MTFS savings 

SIGNIFICANT (12) 

Corporate Board reviewed 22/1/19 – no change 

A.2564 Council involvement in procurement, mobilisation 
and assurance processes, underway.  Chief Officer, Finance 
& Legal attend MCP Procurement Board 
Owner: Deborah Harkins 

A.2565 Development of contingency plan for alternative 
integration of service 
Owner: Deborah Harkins 

A.2868 Dudley Council to engage with Government, NHSE 
and respond to consultations to raise awareness of benefits 
of the MCP for Dudley residents 
Owner: Deborah Harkins 

R.306 Brexit 
Owner: Alan Lunt 
There is a risk that various changes to Economic, 
procurement and environmental policies as a result of  Brexit 
could place pressure on the Council’s capability to effectively 
deliver adequate services and / or address significant 
increases in demand 

SIGNIFICANT (12) 

Corporate Board reviewed 22/1/19 – the rating was confirmed as Significant 
(Impact 4, Probability 3) 

A.2859 Deputy Chief Executive chairs a Corporate Brexit 
Group tasked with determining the impact of Brexit (either as 
agreed with the EU or No Deal) on the Council and to put in 
place measures to mitigate the impact on services 
Owner: Alan Lunt 
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Introduction and Key Principles 

1. The Council accepts there are elements of risk across it operations.   However with the 

application of effective risk management, risk can tolerated and will assist with 

achievement of objectives and smoother running of operations.  Accordingly the 

Council adopts a systematic approach using recognised principles of risk management 

which are broadly set out below.  For purposes of risk registers, the Council uses its in 

house system known Spectrum Risk.  

 

2. The Strategy also sets out the Council’s Risk Appetite, roles and responsibilities in 

relation to carrying out the Strategy and a framework of supporting processes such as 

impact/probability grid, risk registers, Risk Assurance Protocol (RAP) and Annual 

Governance. 

 

3. Underpinning basic principles is the need for an organisation to set its Risk Appetite 

and primary responsibility for this sits with Corporate Board.  In relation to Risk 

Appetite, Corporate Board sets out the following guidance, of what is and what is not 

acceptable risk. 

  

4. Corporate Board acknowledged that as part of the Councils day to day operations and 

strategic aspirations, the Council must tolerate risks at Major status but, every effort 

should be made to identify mitigating controls and these risks should be closely 

managed.  

 

The Risk Management Cycle 

 

5. The Risk Management cycle is just that, cyclical and sets out 4 core elements of basic 

risk management principles.   

 

 

 

 

 

 

A-
Identify

B -
Assess

C -
Control

D -
Review
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A - Risk Definition & Identification 

 

6. A risk can be defined as ‘an uncertain event or set of events which, should it 

occur, will have effect on the achievement of objectives’1  

In terms of articulating risks, it may be helpful to think in terms of the following 

sequence: 

EVENT                                     CONSEQUENCE                                 IMPACT 

There is a risk that/of         leads to……    results in….. 

 

7. Risk identification and analysis should be undertaken at the earliest opportunity in 

business processes and should be both forward thinking e.g. consider new risks and 

be reflective.   In relation to Corporate Risks and strategic level risks, horizon scanning 

will be particularly pertinent.  

 

8. A risk simply expressed as ‘failure to do/complete’ ….. is generally unlikely to be 

meaningful and will probably lead to inaccurate rating and a lack of meaningful 

mitigating controls.   

 

9. To facilitate thinking, it may be helpful to think in terms of categories such as those 

outlined below. 

Type of risk Features Examples 

 
 
 
 
 

Risks over which the 
organisation should  have control 
and would usually be managed  
through internal controls and 
other mitigating actions 

Fraud, Health & Safety, 
Information Governance, day 
to day systems 

 Big external events/perils and 
how the organisation will respond 
or be as resilient as possible.  
Usually  more difficult to assess 
in terms of likelihood.  Try to 
assess impact in terms of 
infrastructure, people,    finance 
and reputation.   Assessment of 
business continuity plans may 
assist with this. 

Economic downturn, Extreme 
weather, Cyber-attacks , 
Terrorism/civil unrest 

 Key objectives, enduring 
purpose, visions, likely to span 
more than one financial/calendar 
year and                   probably 
impacting on one or more 
directorates                  

Serious impact on ability to 
operate e.g. certain financial 
systems, serious inability to 
recruit/pay staff, leadership 
capacity 

 
 

      
Major projects are likely to 
feature for foreseeable in local 
government.   Experience 
suggests that likely that at  least 
two critical projects will need to 
be monitored  at the highest level 
e.g. Corporate Board and  
interventions applied 

Project specific but consider 
shifting requirements, 
slippage failure to deliver; 
late, in part not at all, over 
budget 

                                                           
1 (Management of Risk: Guidance for Practitioners).     

Internal

External

Strategic

Major Projects
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Or alternatively think in terms of; 

 Economic/financial  

 Legal/regulatory 

 Organisational management/human factors  

 Health &Safety 

 Equality/discrimination/social value 

 Commercial/contractual 

 Environmental/acts of nature     

 Technical/infrastructure 

 Political/societal  

 Regeneration 

 

10. Generally speaking, the following would not ordinarily be included within a risk 

register: Routine operations and controls running well with no evidence to the contrary 

 

11. Areas giving little or no historical evidence of volatility not merely due to a ‘general lack 

of resources’  

 

B - Assess  

12. Risks should be assessed in terms of Impact and Probability (sometimes known as 

likelihood).   Essentially this entails giving the risk a value which is then usually 

translated into a status.  This is often achieved by using a grid approach, whereby a 

factor of impact is multiplied by a factor of probability, thus a number is generated.  

Commonly translated as something like:  low, moderate, significant and major. 

 

13. The following two grids should be used when assessing ‘Impact’ and ‘Probability’.  

They are indicative and should be used in conjunction with officer knowledge and 

expertise.  The grids are incorporated into Spectrum.  When any new risk is entered 

Spectrum, it must be rated in these terms.  The sum calculated will be between 1 and 

25, one being of negligible risk, to 25 being of the most serious and Major status.   

 

14. Risk is measured on a net basis i.e. after analysis and impact of mitigating actions is 

understood and applied.  When arriving at a risk rating, ask does this feel right?  

comparisons with other risks might be useful i.e. to estimate relativity and objectivity  

 

15. Impact – When considering Impact, it may be useful to start with the question if this 

risk comes to fruition what may/will happen?   Arriving at this assessment will usually 

entail a number of factors, including but not exhaustive:  officer experience, historical 

evidence, reports/intelligence and/or in some instances, best guesses.   

 

16. The grid below uses categories to assist with this, this does not mean that all 

categories need to be considered.   It is quite possible that a really bad Press 

exposure in terms of reputation will not necessarily cost in terms of cash or budget.   

Accordingly categories can be used in conjunction with each other or in isolation. 
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17. When arriving at an Impact assessment, step back and ask does this feel right?  this is 

why this sort of assessment is often done best in groups such as DMT’s /SLT’s/Project 

Board meetings 

 

IMPACT GRID   

 IMPACT DESCRIPTIONS  

 

1 

Insignificant 

2 

Minor 

3 

Moderate 

4 

Significant 

5 

Major 
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Minor errors in 

systems and 

processes 

handled within 

normal daily 

routine. 

Short-term disruption 

and action required.  

Managed by 

intervention from 

Team Leader or 

Project Manager. 

Noticeable disruption 

affecting customers 

(Internal and 

External).  

Intervention and 

management by Head 

of Service. 

Disruption of core 

activities.  Key targets 

missed, some 

services 

compromised.  

Intervention by CO’s / 

Project Board/Lead 

Member 

Loss of core 

activities.  Strategic 

aims compromised.  

Intervention by 

Corporate 

Board/Cabinet 
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ie
s
 Not exceeding 

£300k losses or 

negative 

variance against 

annual revenue 

budget or capital 

budget 

£300k to £500k losses 

or negative variance 

against annual 

revenue budget or 

capital budget 

£500k to £1m losses 

or negative variance 

against annual 

revenue budget or 

capital budget 

Between £1m to £5m 

losses or negative 

variance against 

annual revenue 

budget or capital 

budget 

Greater than £5m 

losses or negative 

variance against 

annual revenue 

budget or capital 

budget 

R
e
p

u
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n
 

Event or 

decision not in 

the public 

domain that has 

little impact 

outside of 

DMBC 

Event or decision in 

the public domain that 

receives minimal or no 

negative coverage by 

local media 

Event or decision in 

the public domain that 

receives some 

negative coverage on 

social media and from  

pressure groups 

Event or decision in 

the public domain that 

receives significant 

negative coverage on 

social media and / or 

pressure groups 

Event or decision in 

the public domain 

that receives 

extensive negative 

coverage by 

national media 

and/or pressure 

groups and/or on 

social media 

 

 

 

18. Probability - sometimes referred to as Likelihood.  Again, a simple starting question 

might be how likely is this risk to come to fruition?  Usually within a given period, 12 

months in this instance.  As in the assessment of impact, officer experience, reports, 

history and best guesses can all combine to arrive at the probability assessment.    

After discerning a number, as before it may be helpful to ask ‘does this feel right? 
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C - Control 

19. Treatment and controlling of risk is fundamental to all risk strategies.  Accordingly 

emphasis should be placed on clear risk ownership and mitigating controls.  Mitigating 

controls or actions are a critical part in the cycle but will only assist if they work!  It is 

therefore vital that appropriate and effective controls are identified and managed by 

officers able to understand and assess their ongoing effectiveness.  It is important to 

consider how risks can/will be controlled, answers to this may lead to a different course 

of action in terms of the objective or project.  Communication and reporting between 

risk owners and control owners must systematic and as part of a vital management 

control.   

 

20. Methods of controls are varied and sometimes unique to the risk in hand.  However it 

when thinking about risk controls or mitigating actions, it may be helpful to think in 

terms of the 4 ‘T’s Model. 

4 ‘T’s Model 

 Terminate risk/avoiding risk – consider risks at the earliest opportunity.  Can they 

be avoided, can alternative methods/actions be taken? In some circumstances it 

may be necessary to abort the objective or project completely?  I.e. it is simply too 

risky! 

 

 Tolerate risk – accept a level of risk in order to achieve objectives and/or that other 

positive opportunities may present.  The risk can be tolerated in the context of cost 

effective mitigation i.e. not at all costs. 
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4 
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(12) 
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Minor           

(4) 
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(5) 

   1 
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Significant 
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IMPACT  
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 Transfer risk – in some circumstances,  it may be possible to transfer risk to a third 

party, this may be possible by virtue of insurance, contract or some other 

agreement.  Like other forms of risk control, this will need to be managed, 

especially in terms of contracts. 

 

 Treat risk – manage risk by virtue of mitigation/controls.  This will take the form of 

mitigating controls/actions.  Risk owners must be able to identify mitigating control 

owners, which may or may not be themselves.  In any event, risk control owners 

should ensure controls are effective and regularly reviewed. 

D - Review  

21. Review can be said to form the 4th part of the Risk Management Cycle and must take 

place various management/senior leadership teams.  Review often works best with 

several participants such as DMT’s/SLT’s who are able to provide challenge and 

scrutiny.  Roles and Responsibilities as shown in Appendix 1 provides further guidance 

on who/what and when this should be done.  Below outlines a basis for discussion and 

is in keeping with the RAP (see Appendix 2)  

 Have all risks been considered? Horizon scanning is important sometimes 

referred to risk proximity.   

 Are risks rated correctly?  That is in terms of Impact and Likelihood and has 

anything changed?  

 Are controls working as expected and can additional ones be applied or 

ineffective/obsolete ones deleted?  

 Do any risks need escalating? E.g. deteriorating situations that should be 

brought to the attention of a Chief Officer, Strategic Director/and/or 

Corporate Board.  

 Have any additional assurances being considered/sought e.g. so called 

‘Three lines of Defence’ (See below)?   

 

Audit and Governance of Risk Management Processes 

22. In addition to oversight by Corporate Board, Audit & Standards Committee will be kept 

apprised of Corporate Risks and will receive regular reports on the same.  In terms of 

closer scrutiny, the process of this committee selecting a Corporate Risk for closer 

analysis at the committee meeting will continue.  Respective risk owners will be invited 

to present/talk to give greater insight on risks and their controls and Audit and 

Standards members will be expected to gain assurance on the same.  If at any time, 

Corporate Board considers any risk/risks have deteriorated to unacceptable level, it 

may wish to bring this to the attention of the Chair of Audit & Standards Committee.     
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23. In conjunction with reviewing actual risk controls, it may be helpful to gain assurance by 

using examples from the ‘Three lines of defence’ model.   An example of this style of 

model is depicted below.     

 

Supporting documentation and processes 

24. Use of risk registers is mandatory for certain areas.  To be meaningful and for ease of 

recognition, naming of them follow recognised structures and nomenclature e.g. Chief 

Officer Finance & Legal 2020-22 Risk Register, XZY Project.  There are two mandatory 

levels for risk registers, Corporate Risks and Chief Officer Plan Risks.  Chief Officer 

Plan risks should feature on the Welcome Page of Spectrum, See appendix     

 

25. Risk registers below these principal tiers are not mandatory but Heads of Services may 

find them useful and can feature on Spectrum if required. t should also be noted that 

risks should not exist in isolation and once a risk is created it must be assigned to a risk 

register.  If risk identification is being undertaken properly, it must follow that any risk 

arises from a plan, project or partnership.  Spectrum Risk, enables annotations in terms 

of calendar periods, thereby providing a trail which can amongst other things, assist 

Audit Services.  Additional guidance is available on Spectrum 

 

Miscellaneous 
Assistance with any of the above is available from Sara McNally, Risk Manager, Ext 5346 
sara.mcnally@dudley.gov.uk 
 

 

 

1st line 
defence

•Management Controls

•Department risk assessments

•Everyday controls with identified escalation procedures

2nd line 
defence

•Risk management activities

•Health & Safety reports

•Compliance reporting

3rd line 
defence

•Internal / External audit reports

•Statutory regulators e.g. OFSTED

•Benchmarking
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APPENDIX 1 - Roles and Responsibilities   

Respective roles and responsibilities in relation to this Strategy are set out below 

Who What it/they will do  When/how 

Corporate 
Board 

Set Risk Appetite 
 
Ensure Risk Management Strategy is 
followed 
 
Identifies corporate risks, designates 
risk owners and ensures controls are 
in place. 
 
 
 
Ensure Members are kept informed of 
Corporate Risks and any other risks 
that CB considers Members should be 
aware of.   
 
Give closer scrutiny to Corporate 
Risks at ‘Major’ status 
 
 
 
Sign Off Risk Assurance Protocol 
(RAP) in respect of Corporate Risks 
 

As part of Risk Strategy review. 
 
Receives risks reports at least 3 times 
per annum 
 
Review/discuss/horizon scan for risks 
in relation to key objectives.   
Formally, not less than 3 times per 
annum and informally at any time 
deemed necessary. 
 
Reports to Corporate Board to include 
Corporate Risks which will then inform 
Audit and Standards Report 
 
 
During Corporate Board meetings and 
at any time deemed necessary if/when 
requested by Strategic Director/Chief 
Officer 
 
Quarterly, electronically via Spectrum 
Risk 

Chief 
Officers 

Identify and assess risks in relation to 
Chief Officer Plans.  Identify risk 
owners and cost effective mitigating 
controls in line with recognised best 
practice (see guide) e.g. 4 ‘T’s   
 
Sign off Risk Assurance Protocol in 
respect of Chief Officer Plan risk 
registers 

In conjunction with formulation of 
Chief Officer Plans.     Standing 
item/regular review/discussion at 
SLT’s/DMT’s 
 
 
Quarterly 

Audit and 
Standards 
Committee 

Review and ratify the Risk Strategy 
 
Provide risk scrutiny in respect of 
Corporate Risks and seek assurances 
about management of these risks. 
 
Select particular Corporate Risks for 
closer scrutiny.  Receive 
presentation/additional 
reports/commentary from risk 
owner/designated officer. 

Periodically 
 
Risk reports taken not less than 3 
times per annum 
 
 
Rolling basis at committee meetings 

Risk 
Manager  

Write Risk Strategy 
 
Write risk reports for Corporate Board 
and Audit and Standards Committee. 
 

Annual review/refresh if necessary 
 
3 times per annum 
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Ensure Corporate Risk register is 
managed on Spectrum 
 
Facilitate Risk Champions meetings 
and via this group, ensure risk register 
housekeeping (Spectrum) is 
undertaken 

In keeping with cycle of risk 
reports/ongoing where changes occur. 
 
Not less than 3 meetings per year and 
other communications as and when 
necessary.    

Head of 
Audit 
Services 

To ensure risks identified are used to 
inform the Audit Plan. 
 
To provide an annual opinion on the 
effectiveness of the Council’s risk 
management framework. 

The audit plan is reviewed on an 
annual basis. 
 
As part of the Head of Audit Services 
annual report to Audit and Standards 
Committee, he will provide an opinion 
on the effectiveness of the Council’s 
risk management framework. This is 
then considered in the production of 
the Annual Governance Statement. 

Audit 
Services 

To provide assurance on the 
management of individual risks. 
 
To provide consultancy advice on the 
establishment of effective risk 
management processes. 

Most audits undertaken will provide 
assurance on the management of 
risks. 
 
When requested. 

Risk 
Champions 

Attend Risk Champions meetings 
 
Ensure risk issues/risk reviews/risk 
registers are regularly reviewed at 
management team meetings 
 
Ensure housekeeping of risk registers 
on Spectrum is undertaken 
 
Ensure/assist Chief Officers with 
signing off RAP 

3 times per year 
 
At least 3 times per year 
 
 
 
At least twice per year but ideally 
simultaneous with risk review 
meetings/discussions 
Quarterly  

Project/ 
Partnership 
managers/ 
owners  

Ensure project risks are identified and 
managed, in keeping with best 
practice/acknowledge methods 
 
Risk registers created and updated, 
ideally via Spectrum but in any event 
via a methodical system that provides 
a trail.   
 
 

Regularly throughout 
project/partnership life. 
 
 
Regularly throughout project life, if 
necessary this may be incorporated 
into appropriate Chief Officer RAP 
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APPENDIX 2 - Risk Assurance Protocol (RAP) 

The RAP is available on Spectrum and appears as follows 

 

It is created in respect of a specific risk registers e.g. Corporate Risks and in terms of a 

particular calendar period.  It asks a series of questions which are be self- explanatory 

and should be signed off by either a member of Corporate Board, Chief Officer or 

someone remitted to do so.  Spectrum Risk retains RAP’s and they are used as part of 

Audit Services framework in relation to the Annual Governance Statement.    

Risk Champions should ensure that RAP’s for their respective areas are signed off 

accordingly. 
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