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Recording and Privacy Notice
Swale Borough Council is committed to protecting the security of your personal
information. As data controller we process data in accordance with the Data
Protection Act 2018 and the UK General Data Protection Regulation.

This meeting may be recorded. The recording will be retained in accordance
with the Council’s data retention policy and may be published on the Council’s
website. By entering the chamber and by speaking at a meeting, whether in
person or online, you are consenting to being recorded and to the recording
being published.

When joining a meeting online, your username will be visible to others in
attendance. In joining the meeting you are consenting to us processing your
username. You may use a pseudonym as your username but the use of an
inappropriate name may lead to removal from the meeting.

If you have any questions about how we look after your personal information or
your rights under the legislation, please email
dataprotectionofficer@swale.gov.uk.

1. Emergency Evacuation Procedure

Visitors and members of the public who are unfamiliar with the building
and procedures are advised that:

(@) The fire alarm is a continuous loud ringing. In the event that a fire
drill is planned during the meeting, the Chair will advise of this.

(b) Exit routes from the chamber are located on each side of the room,
one directly to a fire escape, the other to the stairs opposite the
lifts.

(c) Inthe event of the alarm sounding, leave the building via the
nearest safe exit and gather at the assembly point on the far side of
the car park. Do not leave the assembly point or re-enter the


mailto:dataprotectionofficer@swale.gov.uk

building until advised to do so. Do not use the lifts.

(d) Anyone unable to use the stairs should make themselves known
during this agenda item.

2. Apologies for Absence

3. Minutes

To approve the Minutes of the Meeting held on 22 April 2026 (Minute
Nos. 884 — 890) and the Meeting held on 13 May 2026 (Minute Nos. 26
— 27) as correct records.

4. Declarations of Interest

Councillors should not act or take decisions in order to gain financial or
other material benefits for themselves, their families or friends.

The Chair will ask Members if they have any disclosable pecuniary
interests (DPIs) or disclosable non-pecuniary interests (DNPIs) to
declare in respect of items on the agenda. Members with a DPI in an
item must leave the room for that item and may not participate in the
debate or vote.

Aside from disclosable interests, where a fair-minded and informed
observer would think there was a real possibility that a Member might be
biased or predetermined on an item, the Member should declare this
and leave the room while that item is considered.

Members who are in any doubt about interests, bias or predetermination
should contact the monitoring officer for advice prior to the meeting.

5. Internal Audit Annual Report and Audit Opinion 2025/26 5-42

6. Annual Treasury Management Report 2025/26 43 - 56

Issued on Monday, 6 July 2026

The reports included in Part | of this agenda can be made available
in alternative formats. For further information about this service, or to
arrange for special facilities to be provided at the meeting, please

contact democraticservices@swale.qgov.uk. To find out more
about the work of this meeting, please visit www.swale.gov.uk

Chief Executive, Swale Borough Council,
Swale House, East Street, Sittingbourne, Kent, ME10 3HT
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Audit Committee Meeting

Meeting Date 15 July 2026

Report Title Internal Audit Annual Report and Audit Opinion 2025/26
EMT Lead Lisa Fillery — Director of Resources

Head of Service Katherine Woodward — Head of Audit

Lead Officer Katherine Woodward — Head of Audit

Classification Open

Recommendations 1. That the Audit Committee notes the Head of Audit

Partnership Annual Audit Opinion for 2025/26.

2. That the Audit Committee notes the work underlying the
opinion and the Head of Audit Partnership’s assurance
of its independent completion in conformance with
proper standards.

1.1

2.1

2.2

2.3

Purpose of Report and Executive Summary

This report delivers the Head of Internal Audit annual reporting directed by the
Public Sector Internal Audit Standards (the “Standards”). The report includes the
Head of Audit Partnership’s annual opinion on the overall adequacy and
effectiveness of the Council’s framework of governance, risk management and
control. This opinion feeds into the Annual Governance Statement for 2025/26.

Background, Context and Proposals

Internal audit is a compulsory service for authorities as set out by Regulation 5 of
the Accounts and Audit Regulations 2015. The principal objective of internal audit
as described in that Regulation is: “[to] undertake [audit work] to evaluate the
effectiveness of [...] risk management, control and governance processes, taking
into account public sector internal auditing standards and guidance”.

The annual report includes the following aspects:

* The annual audit opinion

» A summary of work completed that supports the opinion, and
* A statement on conformation with Standards.

We have completed the work set out in the plan in full conformance with the
Standards. We have also worked independently, free from undue influence of
either officers or Members.
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2.5

2.6

2.7

3.1

3.2

4.1

5.1

As those charged with overseeing governance, the Audit Committee must
consider the Annual Internal Audit Opinion.

The Head of Audit Partnership is satisfied the Council can place assurance on the
system of control in place during 2025/26. The Committee is asked to note this
opinion.

The full Annual Report for 2025/26 is attached as an Appendix. This report
includes a summary of all work conducted to support the opinion and affirms the
independence and effectiveness of the internal audit service.

We present the opinion and associated report for noting and for Members to
consider alongside their evaluation of associated year end reports into the
Council’s finance and governance. This report does not seek any substantive
decision or action from the Council as a direct result.

Recommendations

This section should replication the recommendations above That the Audit
Committee notes the Head of Audit Partnership Annual Audit Opinion for
2025/26.

That the Audit Committee notes the work underlying the opinion and the Head of
Audit Partnership’s assurance of its independent completion in conformance with
proper standards.

Alternative Options Considered and Rejected

N/A

Consultation Undertaken or Proposed

We consult and agree with relevant Heads of Service before finishing all findings
and recommendations arising from individual audit engagements. The headline
messages in our report have been discussed with the Strategic Management
Team and have been shared to help prepare the Annual Governance Statement.
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6 Implications

Issue

Implications

Corporate Plan

Mid Kent Audit’s work supports all Council activity and the wider
Corporate Plan in evaluating governance

Financial,
Resource and
Property

The work internal audit does on behalf of Swale Borough Council,
is carried out within agreed resources.

No implications have been identified.

Legal, Statutory
and Procurement

The Council is required by Regulation to operate an internal audit
service.

Crime and
Disorder

None identified at this stage

Environment and
Climate/Ecological
Emergency

None identified at this stage

Health and
Wellbeing

None identified at this stage

Safeguarding of
Children, Young
People and
Vulnerable Adults

None identified at this stage

Risk Management
and Health and
Safety

The audit plan draws on the Council’s risk management in
considering areas for audit review. In turn, audit findings will
provide feedback on identification and management of risk.

Equality and
Diversity

None identified at this stage

Privacy and Data
Protection

We handled all information collected by the service in line with
relevant data protection policies.

Local Government
Reorganisation

None identified at this stage

7 Appendices

7.1
report:

The following documents are to be published with this report and form part of the

e Appendix I: Internal Audit Annual Report and Opinion 2025/26
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8 Background Papers

¢ Internal Audit Plan 2025/26 presented to the committee in April 2025

¢ Internal Audit Progress Report 2025/26 presented to the committee in
January 2026
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Internal Audit Annual Report and
Opinion 2025/26

o SWALE BOROUGH COUNCIL
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1.1

1.2
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1.5

1.6

1.7

Introduction

The Accounts and Audit Regulations 2015 require that the Council “must undertake an effective internal audit to evaluate the
effectiveness of its risk management, control and governance processes; taking into account public sector internal auditing standards
or guidance.”

The Global Internal Audit Standard 11.3 (Communicating Results) refers to the Chief Audit Executive being required to make a
conclusion about the effectiveness of governance, risk management and control. The Public Sector Application Note 10B
states:

“In the UK public sector, a chief audit executive must prepare such an overall conclusion at least annually in support of wider
governance reporting, mindful of any specific sector obligations or processes. This overall conclusion must encompass governance,
risk management and control.”

The work undertaken in 2025/26 was completed under the new Global Internal Audit Standards and the Public Sector
application note as referred to above. These replaced the previous Public Sector Internal Audit Standards.

This document is the 2025/26 Annual Report by Mid Kent Audit on the internal control environment at Swale Borough Council
(“the Council”). The annual internal audit report summarises the outcomes of the reviews that been carried out on the Council’s
framework of governance, risk management and internal control and designed to assist the Council making its annual
governance statement.

This report provides the annual Head of Audit Opinion and a summary of the key factors taken into consideration in arriving at
that opinion as at 30 June 2026.

We have completed our work in full conformance with the Global Internal Audit Standards and Public Sector Application Note.
We have also worked independently, free from undue influence of either officers or Members.

The Assurance ratings and action priority definitions are included at Annex 2 of this report.

Details about the Mid Kent Audit Partnership are included at Annex 3 of this report.



2. Head of Internal Audit Annual Audit Opinion

Assurance ratings

Strong — Performing
Well

Controls are well designed and operating
as intended, exposing the service to no
uncontrolled risk.

— Operating
effectively

Controls are generally well designed
and operated but there are some
opportunities for improvement,
particularly with regard to efficiency
or to address less significant
uncontrolled operational risks.

— Requires support
consistently operate
aeffectively
Q

D.

Controls have deficiencies in their design
and/or operation that leave it exposed to
uncontrolled operational risk and/or
failure to achieve key aims.

Soor —Not Operating
effectively

Immediate action is required to address
fundamental gaps in the control
environment and / or other weaknesses
or non-compliance that leave the
organisation exposed to failure or
significant risk.

This report is the Head of Internal Audit’s annual
statement on the adequacy and effectiveness of the
systems of governance, risk management and
internal control within Swale Borough Council for the
period ending 30 June 2026.

It is my opinion that sound assurance can be placed
upon the systems in place that ensure adequate and
effective management, control and governance
processes exist to manage the achievement the
council’s objectives.

The audit opinion is based on an evaluation and
analysis of the work carried out by Mid Kent Audit
during the year on the effectiveness of managing
those risks identified by the Council and covered by
the internal audit plan or associated assurance. Not
all risks fall within the agreed work programme. For
risks not directly examined reliance has been taken,
where appropriate, from other associated sources of
assurance to support the Opinion statement.

XA oot

Katherine Woodward
Head of Mid Kent Audit Partnership
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Summary of Internal Audit Activity 2025/26
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4.1

Basis of forming the Annual Audit Opinion

Governance arrangements, Risk management and the Control Environment

The Head of Internal Audit provides an annual internal audit opinion based on an objective assessment of the framework of

governance, risk management and control operating within the organisation. This assessment is outlined for each of these as

follows:

Governance

Making strategic and operational decisions

Overseeing risk management and control

Promoting appropriate ethics and values within the organisation

Ensuring effective organisational performance management and accountability

Communicating risk and control information to appropriate areas of the organisation

Coordinating the activities of, and communicating information among the board, external and internal auditors, other
assurance providers and management

Risk Management

Organisational objectives support and align with the organisation’s mission

Significant risks are identified and assessed

Appropriate risk responses are selected that align risks with the organisation’s risk appetite and

Relevant risk information is captured and communicated in a timely manner across the organisation, enabling staff,
management, and the board to carry out their responsibilities.

Control Environment

Achievement of the organisation’s strategic objectives

Reliability and integrity of financial and operational information
Effectiveness and efficiency of operations and programs
Safeguarding of assets, and

Compliance with laws, regulations, policies, procedures and contracts
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4.2

4.3

4.5

Factors impacting the opinion statement

Working with the organisation - The Internal Audit team continue to receive positive levels of engagement across the council
when undertaking our work. Managers and Heads of Service are actively involved in scoping audit work and have a good
understanding of internal control and risk management as part of the process.

Internal Audit Coverage - There is a national shortage of local government internal auditors, and the Internal Audit team have
had some recruitment challenges over the last few years. To address some of these challenges a blended approach to support
delivery of the internal audit function has been adopted. Through working with other local authority partnerships in a contractor
arrangement and developing the in-house team through trainee programmes we have been able to grow the team and develop
a stable approach to internal audit delivery. Overall progress on the planned programme of work delivered by internal audit has
continued to improve over the last few years and 2025/26 maintained a consistent level of audit delivery to support the annual
audit opinion. In addition to the results of the internal audit work concluded during the year, additional sources of assurance
have also been included to form the opinion.

Independence of Internal Audit — Mid Kent Audit works as a shared service between Ashford, Maidstone, Swale and
Tunbridge Wells borough Councils. The service is underpinned by a collaboration agreement, and governance is supervised
by a Joint Operational Leadership Team.

While internal audit undertakes periodic risk reviews as part of the planning process and may use the Council’s risk registers to
identify risk for review, it is the Council’s Leadership team who retain direct responsibility for establishing and managing all
governance, risk management and internal control systems. Internal Audit does not have responsibility for services that are the
responsibility of the leadership team or provide a substitute for effective risk management. Instead, Internal Audit assists the
leadership team by examining and evaluating the systems in place and plan our work to provide reasonable expectations of
detecting significant weaknesses or deficiencies.

Reliance on other work — Internal audit work from 2025/26 provided a sound Head of Audit Opinion and there were no audit
reviews carried out with a Weak assurance assessment. There were only 2 high priority actions identified across all the audits
undertaken. As theses reports have only recently been issued, the high priority actions are not complete yet, but progress will
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4.6

be monitored and reported to the committee.

Implementing actions made in the audit reports, strengthens the control environment of the area being reviewed. Throughout
the year Internal Audit carried out checks to ascertain the extent to which agreed actions have been addressed by
management and that the risk exposure has been mitigated.

Where consultancy work has been undertaken where no formal opinion is required, the observations and results of the work
help to inform the overall audit opinion.

External reviews that have been completed by a third party or other assurance provider where it has been possible to place
reliance on this work, is also presented in this report.

By assessing all these factors and utilising all these forms of assurance, a positive conclusion has been drawn as to the
adequacy and effectiveness of Swale Wells Borough Council’s risk management, control, and governance processes.

Audit work performed.

The primary performance output of the internal audit service is delivery of the internal audit risk-based plan, which forms the
basis of the annual audit opinion. The 2025/26 audit plan was approved by the Audit and Governance Committee in April 2025
and reports in January 2026 demonstrated progress against the audit plan.

2025/26 was the first year of trialling a new method for identifying work to be delivered on the audit plan. The new approach
identified a range of audits that could be delivered and were classified as either essential priority, high priority or medium
priority. The approach was to deliver audits of an essential and high priority first before moving onto any medium priority
audits to ensure an appropriate level of work is performed to reach a balanced audit opinion. The audits identified on the
original plan were assessed periodically throughout the year to ensure the work delivered represented the most significant
value to the organisation based on the risk profile and organisational priority. The intention was never to deliver everything on
the plan and to keep the audit plan as a live and dynamic document that will be added to and delivered as need and risk
changes are recognised.



4.8 Atthe time of reporting 16 audits have been completed, and the remaining audits will be reassessed and either deferred or will
contribute to the 2026/27 annual audit opinion, as detailed in the table below.

2025/26 Audits in progress or deferred to 2026/27

=T 3PP

Priority rating Audit Description Priority rating
2025/26 2026/27
Essential Contract Governance Due to staff sickness, this audit was paused and will be undertaken in 2026/27. Essential
Scheduled for Q3 / Q4
Medium Electoral Registration Moved to 2026/27 audit plan. Scheduled for Q1/Q2 Essential
Medium Planning Investigations | Moved to 2026/27 audit plan. Scheduled for Q3/Q4. Essential
Medium Play Area Monitoring Moved to 2026/27 audit plan. Scheduled for Q4. Essential
and Inspections

JMedium Housing Standards Moved to 2026/27 audit plan. Scheduled for Q4. Essential

Y Medium Parking Enforcement Moved to 2026/27 audit plan. Scheduled for Q2. Essential

D Medium Declarations of Interest | Moved to 2026/27 audit plan. Scheduled for Q2. High

L
Medium Insurance Moved to 2026/27 audit plan. Not allocated at this stage. Medium
Medium Recruitment Removed from audit plan. To be considered as part of LGR workstreams N/A
Medium Economic Development | Removed from audit plan. Risk priority reviewed = low risk and will be considered as | N/A

part of LGR workstreams / future of new unitary authority.




4.9 Audits with a Formal Opinion and Issued report.

The table below sets out all formal reports issued during the year. Executive summaries are available at Annex 1 and

Definitions are provided at Annex 2 of this document.

* Shared Services

Audit Title Priority Audit Status Assurance | Number of Actions by
Rating Priority Rating

-/ Medium | Low

Temporary Accommodation Essential Complete — March 2026 Sound 0 3 2
Data Protection Essential Complete — March 2026 Sound 0 2 6
Development Management Essential Complete — June 2026 Sound 0 2 2
Health and Safety Essential Complete — June 2026 Sound 0 2 1
Budget Setting Essential Complete — November 2025 ; 0 0 0

* HR Policy Compliance Essential Complete — June 2026 Sound 0 1 3

* ICT Controls and Access Essential Complete — May 2026 Sound 1 2 1
951* Council Tax (Billing) Essential Complete — April 2026 Sound 0 2 3
@ * Waste Collection Contract High Complete — March 2026 Sound 0 3 0
o Housing Benefits High Complete — April 2026 Sound 0 2 3
Waste Collection Income Medium Complete September 2025 Sound 0 1 0
Licensing — Premises and Personal Medium Complete — December 2025 Sound 0 1 9
Customer Services Medium Complete — March 2026 - 0 0 0
Property Acquisitions and Disposals Medium Complete — June 2026 Sound 0 5 3
*IT Asset Management Medium Complete — June 2026 Sound 1 2 5

* Local Air Quality Management Medium Complete — June 2026 - 0 0 1




4.10 Additional Sources of Assurances and Consultancy work
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Work title

Summary Conclusion

Food Standards Agency
Audit Programme (Mid Kent
Environmental Health)

The audit focussed on controls in relation to food hygiene at primary production. The
scope covered Service planning, authorisations, training, competencies, policies and
procedures, identification, registration, prioritisation of intervention of primary
producers, complaints, monitoring and performance.

The audit highlighted a number of strengths within the service and no
recommendations were made.

ICT - Public Services
Network Code of
Connection (CoCo)

(Cabinet Office)

The ICT department are regularly assessed by the Cabinet Office to ensure that it's | Positive assurance
ICT systems and infrastructure are sufficiently secure and that the connection to
the Public Services Network would not present an unacceptable risk to the security
of the network. The organisation received a certificate of compliance to
demonstrate the achievement.

Grant Thornton — Housing
Benefit Subsidy Assurance
2023/24

The Housing Benefit (Subsidy) Assurance Process continues to be delivered by Grant | Not assessed
Thorntons for the purpose of reporting to the Section 151 Officer of Swale Borough
Council.

The engagement was carried out in accordance with the DWP reporting framework
and does not express and assurance rating.

Domestic Abuse Housing
Alliance (DAHA)
accreditation

The Council were awarded Gold accreditation from the Domestic Abuse Housing
Alliance, based on compliance with standards for all eight priority areas considered.

The priority areas are Partnerships and Collaborations, Survivor Led Support, Staff
Development and Support, Safety Led Case management, Policies and Procedures,
Intersectionality and Anti-Racism, Perpetrator accountability and Publicity and
Awareness.




Key Themes and Root Causes

4.11 During 2025/26 audit work was delivered to ensure significant breadth of coverage across the organisation covering audits
relating to: finances, governance arrangements, council infrastructure, operational activities and human capital. Themes and root
causes of findings were explored as part of the audit work and some narrative around these are included within individual audit
reports and summaries as detailed in Annex 1.

4.12 As a requirement of the new global internal audit standards, we have developed a classification system and methodology for
recording and reporting on the root causes to support senior management’s oversight of the organisation as a result of the
assurance work provided by internal audit.

The categorisation for root causes of audit findings will be:
e Training and Communication
e Policies, Processes and Procedures

e Data and Information Management

Software and Systems

e Monitoring (within service)

/T obed

¢ Roles and Responsibilities
e Oversight, Governance and Culture
e Resources

Throughout 2026/27 we will continue to develop and apply the categorisation of root causes to our audit work and report the
outcomes to both senior management and audit committee throughout the year.

4.13 For 2025/26 there were no key areas of concern highlighted form the audit work and risk assessments considered as part of its
work. The council has worked very hard to strengthen the control environment and governance arrangements in relation to
Commercial Property Income management and oversight over the last 12 months and these changes are starting to take effect
during 2025/26.



4.14 Following up actions.
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Our approach to agreed actions is to follow up each as it falls due in line with the plan agreed with management when we finish
our reporting. We report progress on implementation to Management Team each quarter. This includes noting any matters of
continuing concern and where we have revisited an assurance rating (typically after addressing key actions).

Lat year new processes were introduced relating to how the team follow up actions with the services. We now report more
frequently to the management team to support the implementation of actions within the agreed timescales. The internal audit
team were spending significant amounts of time in chasing outstanding actions and this has improved with the changes made.

Actions Table m Total
Total actions 2024/25

Actions agreed 0 28 39 67
Actions cleared 0 13 33 46
Actions not due / in progress 0 15 6 21
Overdue actions 0 0 0 0
Total actions 2025/26

Actions agreed 2 25 35 62
Actions cleared 0 2 10 12
Actions not due / in progress 2 23 25 50
Overdue actions 0 0 0 0
Total actions not due or in progress 2 38 31 71
Total overdue actions 0 0 0 0
Total 2 38 31 71




5.

5.1
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Internal Audit performance

As highlighted earlier in the report a national shortage of auditors and providing a blended approach to audit delivery is now
becoming common across internal audit teams. For Swale Borough Council this has not affected capacity of the team to deliver the
total budgeted days as per the approved audit plan.

The audit plan budgeted for 287 days, and 281 days were delivered in 2025/26, equating to 98% of the budgeted figure. The team
delivered 88% of the essential priority audits (one was moved to 2026/27 due to staff sicknesses within the service), and 100% of

the high priority audits. One high priority audit was deferred to 2026/27 due to ensuring changes in legislation can be captured as part
of the audit work to bring more value to the process. This audit has been excluded from the figures.

The cost of the service reflected a reduction in days with 89% of the budgeted figure charged, resulting in a saving to the
authority of approximately £15k from audit work.

We do not report upon delivery of management actions implemented, as the Management Team take full ownership and
responsibility for ensuring actions are implemented. This approach and changes made to our processes in 2024/25 have
continued to provide improved performance in this area and this results in a low number of actions becoming overdue or
outstanding. These are discussed quarterly at Management team meetings and reported to Audit and Governance Committee.

During 2025/26, post-audit surveys were re-introduced to capture qualitative data for the improvement of the internal audit
function. We received positive feedback from all our clients responding to the survey in 2025/26 and the results are discussed at the
Internal Audit team meetings with all staff.

We did receive some feedback outside of the survey process relating to management of our contractors as part of the audit process
and we continue to monitor and strengthen the arrangements to ensure our clients see no difference between an audit delivered in-
house or with support form our contractors

The Mid Kent Audit team are currently reviewing their conformance to the new Global Internal Audit Standard and will complete

the Internal Quality Assessment by the end of August 2026. A full Quality Assurance and Improvement Plan (QAIP) will be

developed at that time and shared with the Audit and Governance Committee. An External Quality Assessment (EQA) will be arranged
once the IQA has been completed.




Annex 1 - Summary of 2026/27 audit findings

Audit Summary of audit findings Assurance | No of agreed actions
ratin
g - Medium | Low
@] Il, found that the C ilh d trols in pl to fulfil its statutory dut
Temporary verall, we found that the Council has sound controls in place to fulfil its statutory duty 0 3 :

Accommodation
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to provide temporary accommodation to homeless individuals, and to support those
threatened with homelessness. The review found that the Strategy is well-structured,
clearly aligned to national legislation and local priorities, and supported by defined
strategic objectives, governance arrangements, and identified resourcing.

Operational delivery of the homelessness service is effective. Sample testing of
homelessness applications confirmed compliance with statutory requirements and the
Homelessness Code of Guidance, appropriate assessment and decision-making, and
suitable temporary accommodation placements, with only minor procedural weaknesses
identified. Temporary accommodation reporting is timely, detailed, and subject to
effective member scrutiny, and forecasting arrangements appropriately consider
demand trends, housing supply pressures, and financial impacts. Reporting insights are
used proactively to inform service adjustments. In addition, business continuity
arrangements are robust, regularly reviewed and tested, with cross-training in place to
mitigate single-dependency risks.

To strengthen strategic oversight, accountability, and assurance over the delivery of the
Housing Options service and the Strategy, we have made a number of
recommendations that are intended to build on existing good practice and address the
gaps identified during the audit. These include updating the Housing Options Services
Improvement Plan to reflect clear action outcomes, and including clearly defined and
agreed targets within performance measures to enable objectives assessment of
success or failure. All measures should be SMART (Specific, Measurable, Achievable,
Relevant, and Time-Bound) and progress against priorities and performance measures
should be reported using a RAG (Red, Amber, Green) rating to provide clear and
consistent overview of status and performance.

While the Temporary Accommodation Policy is subject to an annual review cycle, we
identified that it has not been formally reviewed since October 2024. In addition,
statutory homelessness reviews were not completed within prescribed statutory
timescales. We recommend that the Policy is reviewed, and that where an extension is




required for a statutory homeless review, written agreement with the applicant is
obtained and retained. These arrangements should be supported by appropriate
escalation procedures. Finally, quality assurance processes should be enhanced to
ensure consistent completion of internal documentation and managerial oversight
across all cases.

In summary, the Council has robust operational processes and oversight arrangements
in place. Enhancing the strategic performance framework and strengthening compliance
with statutory review timescales will further improve transparency, governance, and the
ability to clearly demonstrate delivery against the objectives of the Strategy.

Data Protection
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Overall, the audit found that the Council has Sound controls in place to ensure data
protection policies and privacy notices are suitable for purpose and that staff are
appropriately trained on the Council’s data protection practices. The Council has a
comprehensive and accessible data protection policy framework in place, covering all
key data protection requirements and clearly defining roles and responsibilities,
including those of the Senior Information Risk Owner, Data Protection Officer, and
Performance and Governance Team. The Council has taken appropriate steps to meet
transparency obligations, with a wide range of privacy notices published on its website.
Sample testing of seven privacy notices confirmed that they included the core
information required under GDPR.

Records of Processing Activities (RoPAs) and retention schedules are in place across a
number of services, and a documented Data Protection Impact Assessment (DPIA)
process is embedded within the Data Protection Policy. The DPIA process is well
designed and supports consideration of data minimisation and ongoing review of data
processing activities.

Mandatory Data Protection and GDPR training is delivered via the Go1 platform, with a
high reported completion rate of 98% as at February 2026. Data Protection awareness
activity is also undertaken, including proactive engagement during Data Privacy Week.

While the foundations are strong, improvements are required to strengthen consistency
and oversight. Formal review cycles are not consistently defined across policies, privacy
notices, RoPAs, and retention schedules, and some documentation requires updating to
reflect recent legislative and organisational changes. Centralised oversight
arrangements, including standardised templates and registers, are not fully established,
limiting assurance over completeness and ongoing maintenance. There are




opportunities to improve training and awareness raising regarding content, monitoring of
completion trends, and from evaluation of awareness initiatives.

Development
Management
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Overall, we found that the service has governance, control and operational
processes in place to ensure that planning applications and associated activities are
administered in accordance with statutory requirements, follow established
procedures across all key stages of the planning process, and support timely,
consistent and transparent decision-making.

Our testing of planning applications confirmed that they had been appropriately
consulted on, assessed and reviewed by authorised officers, with decisions
supported by documented officer assessment and approval in line with the current
Scheme of Delegation. All decisions clearly referenced the legislation, and policies
relevant to the individual application. In addition, we found that, KPI reporting is in
place and subject to management scrutiny, supporting oversight of service
performance and follow-up action where issues are identified.

To strengthen governance, accountability and assurance over the end-to-end
administration of planning applications and appeals, we have raised four findings
with recommendations primarily intended to build upon existing good practice and
address some procedural gaps identified during the audit. These include
strengthening the Council’s oversight and assurance of MKPS validation activity,
which precedes the starting point to formally determining the planning application. In
addition, for some planning applications although site visits were recorded on the
planning system as being undertaken, corresponding photographic evidence was
not uploaded to the case file to support the decision.

Our testing identified some weaknesses in the timeliness of decision-making and
specifically the use of extensions of time (EOT), in the process. We note that the
service has made some recent changes to formalise it's EOT arrangements, which
was reflected in our testing. We further recommend that oversight arrangements are
strengthened to support proactive management of deadlines specific to EOT. In
addition, we found appeals guidance is currently informal and fragmented, and does
not clearly set out roles, responsibilities and record-keeping requirements in line
with other documented procedures within the service and recommend that the
appeals procedures are formalised.

In summary, the service has generally robust operational and oversight




arrangements in place for the administration of planning applications. Strengthening
validation assurance, photographic record-keeping, monitoring of statutory
deadlines through EOT and formal appeals guidance will further improve
transparency, resilience and consistent compliance with legislative and procedural
requirements.

Health and Safety
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We found that there are Sound controls in place to mitigate risks relating to corporate
health and safety management throughout the Council.

The review identified a number of areas of good practice. The Council has established a
range of Health & Safety policies and guidance documents which are accessible to staff
and contractors. Reporting lines are clearly defined, with standard templates in use to
support consistency. The Health & Safety Committee meets regularly, with incidents
recorded, discussed, and monitored alongside oversight of overdue risk assessments.
There is also evidence that Health & Safety awareness is embedded across the
organisation.

However, several areas require improvement to strengthen the overall framework. A key
issue relates to the Fire Risk Assessment (July 2025), where a high-priority action
concerning inappropriate basement storage remains outstanding well beyond the
recommended timeframe. The absence of a formal Health & Safety Strategy limits clear
direction and alignment with corporate objectives, while the policy framework lacks full
integration. Record-keeping deficiencies, including missing or inaccessible training
records, have impacted the ability to evidence compliance and complete testing. We
conclude that although corporate training processes exist, there is limited assurance
that staff are consistently receiving required specialised training.

Overall, improvements are required in the timely implementation of risk assessment
actions and ensuring robust training record management. Strengthening strategic
direction to provide a clear vision and long-term objectives for Health & Safety is also
recommended.

Budget Setting

Our opinion based on our work is that the service has Strong controls in place to
manage its risks as they relate to the budget setting process for the Council.

We found established arrangements, which were consistently followed in line with the
Council’s constitutional requirements and the prevailing legislation.
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A budget timetable is central to the process which suitably sets out key milestones,
responsible task owners, progress tracking and which aligns with Committee meetings
and publication dates, which our testing confirmed had been met.

Controls in place for budget uplifts (inflation) for key areas of salaries and contracts
operate effectively and are suitably evidenced in the budget build working papers with
calculations subject to appropriate scrutiny and sign off by Strategic Management Team
(SMT) and Members.

The Head of Finance and Procurement and Director of Resources (and S151 officer)
are key to the budget setting process with roles and

responsibilities more widely set out in the Council’s Constitution. Our work confirmed a
good level of liaison with Members throughout the process met through finance sub
meetings, group/party facilitated sessions and formal Council meetings at Policy and
Resources Committee and full Council.

Our survey of budget mangers, which was aimed principally at Heads of Service, to
canvass their views on the process and training, overall returned favourable results with
the maijority (9 of 10 respondents) feeling supported by the finance team in the process.
Neutral results were returned by respondent in relation to feeling involved in the process
and from training which is highlighted as an advisory recommendation.

We confirmed the public consultation exercise was completed in line with the Council’s
consultation policy statement for the 2025/26 budget process. However, this resulted in
a low response rate and we raise an advisory recommendation to consider options to
improve engagement.

Well-designed processes support the upload of the approved budget into the Council’s
financial system (Agresso) which ensures totals are automatically reconciled.

HR Policy Compliance

Overall, we found that the Council has Sound governance, control and operational
arrangements in place to maintain clear, well-communicated HR policies and to ensure
consistent adherence across disciplinary, capability and attendance management
processes.

Key policies for disciplinary, capability, and attendance management processes are in
place and readily available to staff via the respective Council’s intranet. Moreover, the
policies are highlighted to staff by their line managers during their induction period.

To strengthen governance, accountability and assurance over the management of each

Sound
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of these HR areas, we have made four recommendations intended to address the gaps
identified during the audit. The improvements relate to implementing a regular,
documented review process of the disciplinary, capability and attendance management
policies, and in turn, updating the policies to address gaps identified with regards to
reporting on attendance management.

We found that whilst training workshops are provided annually and focus on the
management of disciplinary, capability and attendance management cases, they are
open to all staff, and not a mandatory requirement for line managers. Attendance rates
are low, with only 57 staff members having attended at least one of the workshops from
the period November 2023 to February 2026. We found that Performance Management
reports do not include key compliance and performance indicators for disciplinary and
capability activity, such as timeliness, progression, outcomes, appeals etc. necessary to
support effective oversight of HR policy application.

Finally, our compliance testing identified weaknesses in the evidence retained to
demonstrate that attendance management and capability cases are being managed in
accordance with policy. This is compounded by an absence of monitoring to ensure
compliance with policies, and escalation where non-compliance is identified. We make a
Medium priority recommendation to address this.

In summary, the Council has sound arrangements in place for maintaining and
communicating key HR policies, with HR support available across disciplinary, capability
and attendance management processes. Strengthening policy review and consultation
arrangements, manager training requirements, and compliance monitoring (including
case record-keeping) will further improve accountability, consistency and the Councils’
ability to demonstrate adherence to approved HR policies.

ICT Controls and
Access

Overall, we found that the controls in place to prevent unauthorised access to
Maidstone, Swale, and Tunbridge Wells Borough Councils information and systems
are sound.

Network Monitoring controls currently operating are working effectively. We
confirmed that there are regular internal monitoring reviews and external reviews of
the network to ensure that vulnerabilities are found in a timely manner. We found
arrangements for access controls were aligned to the requirements of Cyber
Essentials.

However, our testing found that the controls in operation are not sufficiently outlined

Sound
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in the existing Information Security policy, and that specific Access Management
policies do not exist. We recommend the introduction of a Logical Access Policy
and a Network Access and Monitoring Policy. Development and periodic review of
these policies will improve governance around the internal IT access control
framework.

We also found control gaps in the 3rd Party Application control framework. Most
notably, we confirmed that 3rd Party Application IT Controls are not formally
considered during the procurement process, an internal register of IT controls is not
in operation, and requirements for 3rd Party IT Controls are not formally
documented. We performed a high-level review of the IT Access controls for a
sample of 3rd Party Applications and identified that there were potential security
flaws that could be remediated by improving 3rd Party Application Control
processes and governance, including authorisation and review processes. We have
made recommendations in this respect, including the development of a 3rd Party
Application Policy.

Our recommendation to develop separate Logical Access and Network Access and
Monitoring policies will also help to provide baseline internal control requirements in
the 3rd Party Application procurement process. We are informed that the service
intends to perform a Cyber Assessment Framework (CAF) assessment.
Introduction of the recommended policies will support the service to achieve related
elements of this assessment.

Since our work concluded, Maidstone Borough Council have been subject to a phishing
attack as a result of access being gained to an officer's e-mail account. There is a
requirement for MFA to be applied to all staff accounts, however there were a few
instances where this has not been applied as expected. Any accounts not subject to
MFA requirements were locked down until the necessary control had been
implemented. Whilst above the baseline standard required by Cyber Essentials, Local
Authorities must determine what is the appropriate level of usage of MFA for their
circumstances and environment, balancing considerations of risk, cost and
administration.

Council Tax (Billing)

We concluded that Mid Kent Revenue and Benefits operate Sound controls to
manage and monitor Council Tax billing and collections specific to those areas
considered as part of our review.

The Council Tax billing and collections team use MRI Revenues & Benefits as their
database for Council Tax account information. The process of entering details for

Sound
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new and amended accounts is clear, reasonable and was found to adhere to the
procedure documented in the Swale Borough Council’s Council Tax Procedure
Manual. Our sample testing showed that accurate bills were sent out in a timely
manner for new and amended accounts. There is a reminder schedule in place
showing target dates for reminder letters to be posted to overdue accounts
throughout the year.

The Council Tax billing and collections team provided a walkthrough of the refund
process, and evidence of the refund runs being carried out according to the
expected timeframe. The MRI system enforces a separation of duties which means
officers cannot authorise refunds that they have created. Only appropriately senior
officers are permitted to authorise refunds on the system. There are performance
targets in place for Council Tax collection rates for each Council. These are
monitored and reported corporately.

Our sample testing of discounts and exemptions showed that the Council Tax billing
and collections team follow a soundly designed procedures for processing discount
and exemption applications and storing supporting evidence. Our testing returned
positive results and the samples showed that discounts and exemptions had been
correctly awarded according to legislation.

To further strengthen controls, we have raised two medium priority and three low
priority actions. The two medium priority actions relate to direct debit error checking
and higher value refund authorisations. The three low priority actions relate to
procedure documentation, the timeframe within which reminder letters are sent and
performance indicator rationale.

Waste Collection
Contract

The Council has sound controls in place to manage and monitor the waste contract.
There are some opportunities to improve performance reporting, monitoring and
data in line with the expectations of the Contract Partnership Board.

The contract, output specification and supporting documentation are
comprehensive and detailed. The contract provides a process for changes and
variations. The contract specification contains detailed processes for contract
management and monitoring. Suez fulfils its daily, weekly, monthly and annual
reporting arrangements. A documented Performance Mechanism and Performance
Criteria are in place to manage performance failures. Suez provides a suite of
performance information on the 10th calendar day of each month, which is then
appraised and challenged by the Waste Contract Officer and each partnership’s
Contract Manager. Performance failures are recorded as points, which correspond
to a financial value owed by Suez to the partnership.

Sound
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The Contract Partnership Board meets quarterly to provide director-level oversight
of the contract, and the Strategic Operations Group (SOG) meets quarterly to
provide strategic-level oversight. The role and membership of both are clearly
defined in a memorandum. The minutes of the Board and SOG meetings show that
performance issues are assessed and challenged, and performance reports are
reviewed. Interviews with members of the SOG showed there is a strong
organisational understanding of contract management, performance reviews and
the operational processes of the contract. The Waste Contract Officer attends both
the Board and SOG meetings. There are also monthly contract management
meetings between Contract Managers, Suez and the Waste Contract Officer.

CORE is Suez’s main data management system. Daily and weekly performance
information is shared with Contract Managers in the partnership through a
dashboard on Power BI.

There were significant initial challenges in the contract mobilisation for all partners.
This resulted in members of Maidstone BC and Swale BC receiving regular updates
on the contract’s performance and ongoing issues. During the mobilisation period in
April 2024, Maidstone BC set up a direct email address for members to send
correspondence and complaints to. Swale BC’s Waste, Recycling and Street
Cleansing Contract Member Working Group produced a report with 23
recommendations for improving future contract mobilisations in January 2025.
Ashford BC officers provided a report to the Council’'s Overview & Scrutiny
Committee in November 2024. The contract mobilisation issues have now been
resolved, and members receive performance information through the usual
channels including committees and working groups.

Housing Benefits

Overall, the audit found that Mid Kent Revenues and Benefits have Sound controls
in place which ensure accurate and effective assessment and payment of Housing
Benefit awards in accordance with local procedures and legislation. The review
found that the Housing Benefit New Claims procedures are comprehensive, clearly
structured and aligned with relevant legislative requirements. The documented
process covers the full end-to-end claims lifecycle, including evidence
requirements, assessment, decision-making, notifications, revisions and appeals,
and is supported by embedded process mapping and operational guidance. Roles
and responsibilities are clearly defined and supported by up-to-date job
descriptions, and procedures are readily available to staff via the Benefits
SharePoint site.

Sample testing of 20 new Housing Benefit claims across Maidstone (MBC), Swale
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(SBC) and Turnbridge Wells (TWBC) provided reasonable assurance that key
eligibility controls are operating effectively. Appropriate evidence was obtained and
retained for all claims tested, identity verification and fraud prevention checks were
consistently applied, and claimant declarations were signed in all cases. Claim
assessments were accurately recorded within the system, supported by statements
of calculation and a structured quality assurance framework, which includes
independent review by the Business Support Team, targeted sampling and
enhanced oversight for new officers and higher value claims.

Using the same sample of 20 new Housing Benefit claims we confirmed that claim
outcomes are communicated consistently and in a timely manner through system-
generated commencement letters, which clearly outline entitlement and appeal
rights. In addition, related payments were accurately calculated and processed in
line with approved awards, issued within the established payment cycle and
supported by appropriate oversight controls. Our testing of overpayments confirmed
they were appropriately identified, categorised and calculated, with recovery actions
initiated promptly and monitored through system controls.

We found performance monitoring arrangements to lack prominence with limited
evidence provided to confirm consistent reporting and oversight across all partner
authorities, particularly at the joint service board level. As a result, assurance over
the completeness and effectiveness of performance governance could not be fully
established.

Notwithstanding the positive findings, several opportunities for improvement were
identified to strengthen governance and evidencing of key controls. While
reconciliations and payment approval processes appear to operate in practice,
formal evidence of review and authorisation is not consistently retained, which limits
assurance that these controls are operating as intended. In addition, payment
procedures lack clarity around responsible approving officers and the retention of
approval records within the payment system is limited. Strengthening document
governance, ensuring reconciliations are formally signed off, and improving the
retention and clarity of payment approval evidence would enhance transparency
and strengthen the overall control framework.

Waste Collection
Income

Our opinion based on our audit work is that the service has Sound controls in place to
manage its risks as they relate to the garden and bulky waste schemes.

We found effective arrangements to be in place via the Council’s website and
subsequent online forms to guide the public making requests to use the services.

Sound




The arrangements encompass a high degree of system integration between those of
the Council and its Contractor, which include real-time data transfer. This automation
extends to the receipt and collection of fees which are payable in advance with the
system form enforcing the correct amount is paid.

We confirmed that the service regularly monitors the performance of the contractor with
clear performance criteria in place, primarily utilising missed collection monitoring (PC1).
However, we note the service is currently negotiating the performance criteria relating to
bulky waste collections based on the availability of booking slots.

Our work identified a gap in controls where there are no arrangements in place to
reconcile the income due (from new and renewing subscribers and bulky collection
requests) to the income received, to ensure all income due has been received.

We have also raised an advisory recommendation to formalise the procedures for
issuing refunds and adding credits (extra collections following a missed collection).
While our testing confirmed all cases were legitimate, procedure notes will ensure
consistency of operation between Customer Services and Environmental Services and
provide resiliency to this aspect of the operations.

T
j8b)
Q
R

ensing — Personal
Premises

We found that the service has sound controls with regards to issuing Personal and
Premise licences in line with legislation and local procedures.

Our work has demonstrated that the Licensing Policy has been written in accordance
with legislation, approved by members and is up to date with a new policy (currently in
draft form) due to be approved and published in March 2026. We have found that
committees and subcommittees are appropriately established and supported by suitable
legal advice and that the Licensing Officers have clear roles and responsibilities. Staff
are suitably experienced and/or qualified to undertake their expected tasks and are well
supported with on the job learning and development. We have seen evidence of
effective collaborative working to maximise a small team’s operating resilience and to
share knowledge and best practice.

With regards to the processing of licensing applications, our work has confirmed that
procedures are broadly followed from the checking, validation of, and the issuance of
licences. The team process all applications within advised deadlines. Managing
applications, which require public advertising, is undertaken effectively and the
representation process for both consultees and members of the public is generally well
designed and operating.

Sound




However, our sample testing showed some instances where crucial validation checks
were not always consistently applied or evidenced. A medium priority recommendation
and two low priority recommendations have been raised to address these points. Where
relevant, we have recommended that procedure notes be updated to provide more
comprehensive guidance on these points as well.

We found that advertisement of a Public Licence Register needs to be improved and
that some minor changes to webpages will help will to increase accessibility and
transparency around licensing. We acknowledge that there is already an extensive
piece of work underway which will ensure application form uniformity, increased
efficiency and better website usability.

Our work has verified that managing representations against a licence application is in
accordance with legislation and local policy, and that any subsequent hearings are
correctly executed as per the Council’s Licensing Act 2003 Sub-committee Hearing
Procedure.

We have found that applicants are being charged the correct fee and applications are
only validated on receipt of fees. The Licensing Team operate a robust daily income
reconciliation process to correctly identify and allocate payments to the right
applications. Sample testing has shown that refunds are justified, the correct forms
completed and appropriate authorisation from the Licensing Team Leader sought.
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Customer Services

We found that the service has Strong controls in place which ensure customers of
the Council are provided with correct and timely information.

Our work covered both customer services arrangements in place and operated by
the ‘core’ Customer Services team and a separate sub team who deal specifically
with revenue and benefit enquires.

We found that arrangements overall are well designed and supported through the
Granicus system, an in-house form-based solution, which guides officers and
customers step by step through creating a service request. System functionality is
good; tabs provide key information and next steps to share with customers, ensures
that customer’s expectations are managed and forms are supported by FAQs which
link to up to date and comprehensive knowledge repositories. Council Tax and
Benefit enquiries were found to be well managed through the Academy Revenue
and Benefit system. While the system operates without the functionality provided
through Granicus, we found that Revenue and Benefit Customer Service Advisors
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are suitably guided by a comprehensive knowledge repository.

Where customer enquiries are escalated to back office teams, we found that
information is securely passed through to service areas using Granicus as an
interface with emailed case work, or in some examples, conversion into a
compatible format for systems like Suez’'s Core and Uniform. We note the ongoing
project to utilise Granicus forms to transfer work to Revenue and Benefit back-office
systems, which currently operates through email signature based forms, although
this method was found to be sound.

Our sample testing of customer transactions returned positive results in all cases.
This included enquires received and resolved by the Customer Services team and
for cases tested which had been passed through to different ‘back office’ functions
for actioning. The results of our testing confirmed resolution of revenue and benefit
enquires within the agreed timeframe.

Control measures outside of the purely systems environment, were also found to be
good. Training of Customer Services Assistants is predominately provided by a
dedicated Team Member holding this responsibility. A range of techniques are
employed to induct officers new to the role, using regular feedback, coaching and
introduction to different service areas. The scope of the training includes mandatory
training required for all new starters and the service is proactive in anticipating
forthcoming operational changes which may impact them.

The Customer Service Manager and team leaders are proactive in building and
nurturing relationships with other service areas, and where possible, proactively
plan around service disruption. Inter departmental relationships are not formalised
through Service Level Agreements (except for Revenue and Benefits with some
revisions required acknowledged by the service). However, relationships are
increasingly formularised through the development of Granicus forms, providing the
link between Customer Services and other service areas of the Council.

A wider observation which we would like to acknowledge from our audit, is the role
played by the two Digital Officers based in the Customer Services team. The role of
these officers involves liaison with service areas, on design, testing and review of
Granicus forms to increase the reach of this system and, in doing so, can be seen
as providing a digital transformation service more widely to the Council. A current
project these officers are working on is creating a suite of forms for all licensing
activities, with the aim of interfacing customer enquires with the Licensing CRM
(Uniform) to improve licensing enquires for customers and provide efficiencies. This




work is both vital for the Customer Services team and, increasingly, for other
service areas. It presents a wider development opportunity to evolve the delivery of
Council services which should be recognised and explored further by the
organisation.

Property Acquisitions
and Disposals
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Overall, the audit found that the Council has Sound controls in place for the
management and operation of processes relating to property acquisitions and
disposals.

We found that the arrangements are supported by the Asset Management Strategy
(AMS), which is generally well developed, aligned to corporate priorities and
legislation, and supported by clear governance arrangements. We note some
overlap from our work with a recent audit on Commercial Property Income (final
report September 2025) and acknowledge ongoing action by the service, which
includes strengthening the AMS through the development of KPIs and a structured
performance framework to support the consistent evaluation of the Council’s
commercial estate.

While our work identified some elements of good practice, including clearly defined
roles and responsibilities within the Property Team and formal oversight
arrangements, significant improvements are required to formalise processes,
strengthen documentation and record management, and ensure consistent
application of controls across the property lifecycle.

We found the Acquisition Policy is outdated, and process gaps exist within the
Property Procedure Rules. Furthermore, none of the property policies and
procedures are subject to a formal review cycle. Our testing also identified
instances where approvals for the completion of property acquisitions were not
clear based on onward delegations.

Controls over the Property Asset Register and supporting documentation were also
found to be deficient. There is reliance on manual processes, with no centralised
repository, inconsistent completion reporting, and a lack of formal reconciliation and
review controls. In addition, roles and responsibilities across supporting functions
(specifically Finance and Legal) are not consistently defined.

We have raised eight priority Findings with recommendations to improve the
identified controls weaknesses

Sound

IT Asset Management

Overall, we conclude that controls in place to administer and manage IT Assets are
generally operating effectively, resulting in a sound assurance rating.

Sound
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While we noted an absence of formalised procedures relating to purchasing, we are
satisfied that purchases are made and approved in line with each authority’s
financial processes and the Mid-Kent ICT framework agreement. Insurance policies
accurately reflect the value of IT assets, and there is controlled and monitored
access to storage areas, meaning that physical security measures are effectively in
place to safeguard IT assets against unauthorised access and theft while in each
Council’s care.

Current policies and procedures in relation to IT asset management are not
contained within a single document. We found that current available information
generally lacked the level of guidance suggested by the Information Technology
Infrastructure Library (ITIL) and did not provide a framework for tracking assets
throughout their entire lifecycle. We also found that the Information Security
Standards Policy specifies that hard drives should be removed prior to disposal. We
were advised that this no longer happens in practise, as the built in Windows
BitLocker security feature prevents any unauthorised access to files retained within
hard drives. We recommend either introducing a single IT Asset Management
Policy and associated guidance, or reviewing and updating existing policies and
procedures to ensure that they align with current processes and suitably reflect the
entire IT asset management process.

Mid Kent ICT uses multiple systems to record the status of IT assets including
Autopilot Devices, Intune, and FreshService, and a process for assigning laptops
and desktops to users is in operation through paper-based ‘device issue’ forms.
However, we found instances where these forms were not attached to FreshService
records, and that where they were attached, that the links to purchase order details
were not always recorded by IT staff. We also found instances where users on
asset lists exported from FreshService were inaccurate.

Our work identified that responsibilities for line managers to notify Mid Kent ICT
when a member of staff leaves the Council and to ensure return of laptops are not
formalised. Whilst our sample testing confirmed that leavers laptops had been
deprovisioned, there is a risk that a member of staff could leave the Council’s
employment without the Service being aware, therefore retaining unauthorised
access to the device. Formal monitoring of laptop return does not occur.

IT assets are disposed of through a certified disposal organisation, SPC, who hold
appropriate waste exemption and data protection credentials, that provides Mid
Kent ICT with certificates of data destruction, incineration/re-cycling, and/or re-use.




The Service arranges disposal on an ad-hoc basis as required. Whilst SPC offer
this service free of charge, we have established instances where SPC has been
paid for collected items. There is no formal agreement or contract in place with the
organisation which significantly increases the risk of misunderstanding around
services required and provided. We recommend that where any service in relation
to disposal of IT assets is secured, a formal contract/agreement must be in place.

This issue is further compounded by a lack of reconciliation to ensure that IT assets
can be traced, particularly after retirement and disposal through SPC. We are
assured that current IT security controls minimise risk of data loss from lost or
stolen equipment such as laptops, as the deprovisioning process associated with
retirement, along with BitLocker encryption means that access to Council networks
and data files is no longer possible. However, we raise a high priority
recommendation to strengthen controls and reduce any potential risks arising from
IT assets previously owned by the Councils being misused.

Environmental
Enforcement — Air
Quality
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We found that the service has Strong controls with regards to stakeholder engagement,
monitoring and governance arrangements for the assessment, management and
improvement of local air quality under Part IV of the Environment Act 1995 (as amended
by the Environment Act 2021), and associated legislation.

Our work has demonstrated that there is sufficient clear, timely and easily accessible
information regarding live air quality levels provided for all three councils via Kent Air.
Kent Air provides a range of educational resources which help educate the public on the
short and long-term effects of poor air quality and practical steps on how to reduce their
exposure to air quality. Testing has shown the existence of both collaborative education
projects funded through successful grant awards from DEFRA and smaller scale
opportunity-driven pieces of educational awareness. Each council maintains a
dedicated webpage on air quality with varying degrees of information. A low priority
rating has been raised to address Tunbridge Well Borough Councils webpage to ensure
the information presented is up to date, clear and easily accessible.

Testing has shown that Mid Kent Environmental Health has demonstrated effective
partnership working which is underpinned by good working relationships, clear
legislative responsibility and the fact that the creation of air quality improvement
measures is controlled through a statutory consultation process. Governance over the
monitoring of agreed AQAP measures is effective through utilisation of steering groups
which reinforce transparency and accountability.




Current and past Air Quality Management Areas (AQMAs) have been successfully
enacted or revoked through a committee process (or in the case of Maidstone an
executive decision with an optional call in) with minutes and current Air Quality Action
Plans showing a focus on informing elected members of the advantages and limitations
of AQMAs, and the air quality monitoring work that continues post revocation.
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Annex 2 - Assurance Ratings and Action Priority Levels

Full Definition

Short
Description

Strong - Controls within the service are well designed
and operating as intended, exposing the service to no
uncontrolled risk. Reports with this rating will have few,
if any, recommendations, and those will generally be
low.

Service/system is
performing well

- Controls within the service are generally well
designed and operated but there are some
opportunities for improvement, particularly with regard
to efficiency or to address less significant uncontrolled
operational risks. Reports with this rating will have
some medium and low recommendations, and
occasionally high recommendations where they do not

-@peak to core elements of the service.

jab)
Q

Service/system is
operating
effectively

\L/ - Controls within the service have deficiencies in

eir design and/or operation that leave it exposed to
uncontrolled operational risk and/or failure to achieve
key service aims. Reports with this rating will have
mainly high and medium recommendations which will
often describe weaknesses with core elements of the
service.

Service/system
requires support to
consistently
operate effectively

Poor - Immediate action is required to address
fundamental gaps in the control environment and / or
other weaknesses or non-compliance that leave the
service exposed to failure or significant risk which will
affect the council as a whole. Reports with this rating
will have a range of High recommendations which if not
addressed, will prevent the service from achieving its
core objectives.

Service/system is
not operating
effectively

High - To address a finding which impacts a strategic
risk or key priority, which makes achievement of the
Council’s aims more challenging and could cause
severe impediment. This would also normally be the
priority assigned to recommendations that address a
finding that the Council is in (actual or potential)
breach of a legal responsibility unless the consequences
of non-compliance are severe. High recommendations
are likely to require remedial action at the next
available opportunity, or as soon as is practical. High
recommendations also describe actions the authority
must take.

- To address a finding where the Council is in
(actual or potential) breach of its own policy or a less
prominent legal responsibility but does not impact
directly on a strategic risk or key priority. There will
often be mitigating controls that, at least to some
extent, limit impact. Medium recommendations are
likely to require remedial action within six months to a
year. Medium recommendations describe actions the
authority should take.

Low - To address a finding where the Council is in
(actual or potential) breach of its own policy but no
legal responsibility and where there is trivial, if any,
impact on strategic risks or key priorities. There will
usually be mitigating controls to limit impact. Low
recommendations are likely to require remedial action
within the year. Low recommendations generally
describe actions the authority could take.

Advisory - We will include in the report notes drawn
from our experience across the partner authorities
where the service has opportunities to improve. These
will be included for the service to consider and not be
subject to formal follow up process.
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Annex 3 - About Mid Kent Audit Partnership

Standards and ethical compliance

Professional standards that Mid Kent Audit must work to are the Global Internal Audit Standards and Local Authorities are
supplied additional guidance on how to apply these standards as set out in the Public Sector Application Note. The Global
Internal Audit Standards apply across public, private and voluntary sectors in more than 170 countries around the world.

The Standards include a specific demand for reporting to Senior Management and the Audit and Governance Committee on Mid
Kent Audit’s conformance with the Standards.

Conformance with the Global Internal Audit Standards (GIAS)

CIPFA carried out a comprehensive External Quality Assessment (EQA) in May 2020 which confirmed that MKA was in full
conformance with the previous Public Sector Internal Audit Standards (PSIAS) and the CIPFA Local Government Application
Note (LGAN). Both sets of Standards require an EQA to be carried out at least once every five years but does not stipulate
specific time intervals for Internal Quality Self-Assessments (IQA) in the intervening period.

In February 2021 the interim Head of Audit for Mid Kent Audit carried out an ISA of conformance with the PSIAS. This review
confirmed conformance with the PSIAS and raised 13 advisory or low priority action points. These points are currently being
reviewed and managed by the Head of Mid Kent Audit.

The scope of this ISA did not include consideration of either the risk management or counter fraud work carried out by MKA. The
scope did not include consideration of the resourcing of MKA, the audit risk prioritisation process or the appropriateness of the
times allocated to the different stages of individual audit assignments.

Due to the timing of the implementation of the new standards and supporting guidance becoming available from CIPFA an EQA
is now due for Mid Kent Audit. The team is currently undertaking an IQA to demonstrate conformance to the new Global Internal
Audit Standards and this will be completed by August 2026. Following on from this an EQA will be arranged if it is practical given
the potential changes in arrangements because of Local Government Reorganisation.

Resources

2025/26 was a year of continuing staff change within Mid Kent Audit. Details of a number of these changes have previously been
reported to the Audit Committee in the reports submitted by Mid Kent Audit. At the end of the financial year there were still
vacancies and recruitment is underway.
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Annex 3 - About Mid Kent Audit Partnership

Use of an external provider to assist with audit reviews

e A contract has been procured with a local government audit provider to carry out a number of the audit reviews for which Mid
Kent Audit did not have the available resources to deliver in-house. This reflects that Mid Kent Audit has ensured the difficulties
with staffing experienced during the year have been partially mitigated.
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Audit Committee Agenda Item:
Meeting Date 15 July 2026

Report Title Annual Treasury Management Report 2025/26

EMT Lead Lisa Fillery, Director of Resources

Head of Service Claire Stanbury, Head of Finance and Procurement

Lead Officers Olga Cole, Management Accountant

Classification Open

Recommendations 1. ggzrgtz%the Treasury Management outturn report for

3 Purpose of Report and Executive Summary

1.1

1.2

1.3

1.4

1.5

1.6

The purpose of this report is to review the final outturn position of treasury
management transactions for 2025/26, including compliance with treasury
limits and Prudential and Treasury Management Indicators.

In February 2021 the Council adopted the Chartered Institute of Public
Finance and Accountancy’s Treasury Management in the Public Services:
Code of Practice (the CIPFA Code) which requires the Council to approve, as
a minimum, treasury management semi-annual and annual reports.

This report includes the requirement in the 2021 Code, mandatory from 1st
April 2023, of reporting of the treasury management prudential indicators and
the non-treasury prudential indicators.

The Council’s treasury management strategy for 2025/26 was approved at a
meeting on 19 February 2025, and amended as agreed at full council on 1
October 2025. The Council has borrowed and invested substantial sums of
money and is therefore exposed to financial risks including the loss of invested
funds and the revenue effect of changing interest rates. The successful
identification, monitoring and control of risk remains central to the Council’s
treasury management strategy.

This report:

e is prepared in accordance with the CIPFA Treasury Management Code and
the Prudential Code;

e details the implications of treasury decisions and transactions;

e gives details of the outturn position on Treasury Management transactions
in 2025/26; and

e confirms compliance with Treasury limits and Prudential Indicators.

In conclusion, the Council reports that all treasury management activity
undertaken in the period has complied with its Prudential Indicators for
2025/26, and that there are no issues of concern to highlight to Members.
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2. Background

Borrowing Requirement and Debt Management

2.1 The overall borrowing position is summarised below:

Balance on | Movement | Balance on

31/3/2025 in Year 31/3/2026

£°000 £000 £000

Capital Financing Requirement 62,654 (387) 62,267
External Borrowing (13,000) (4,100) (17,100)
Cumulative External Borrowing Requirement 49,654 (4,487) 45,167

2.2

2.3

24

2.5

26

2.7

Where capital expenditure is to be financed in future years by charges to
revenue as assets are used by the Council, the expenditure results in an
increase in the Capital Financing Requirement (CFR), a measure of the capital
expenditure incurred historically by the Council that has yet to be accounted
for as a charge to the General Fund.

The CFR decreased slightly to £62.267m at 31 March 2026 as capital
financing sources, particularly government grants, contributions and MRP,
exceeded the net increase in capital expenditure requiring financing.

As outlined in the treasury strategy, the Council’s chief objective when
borrowing has been to strike an appropriately low risk balance between
securing lower interest costs and achieving cost certainty over the period for
which funds are required, with flexibility to renegotiate loans should the
Council’s long-term plans change being a secondary objective. The Council’s
borrowing strategy continues to address the key issue of affordability without
compromising the longer-term stability of the debt portfolio and, where
practicable, to maintain borrowing and investments below their underlying
levels, sometimes known as internal borrowing.

Gilt yields slightly decreased over most of the period; reflecting expectations of
lower interest rates, a tepid economy and to some extent an improvement in
the UK governments fiscal position following tax rises in the autumn budget.
Subsequent to the war in the Middle East however, gilt yields saw a rapid rise
to above the yield at the beginning of the financial year.

The PWLB certainty rate for 10-year maturity loans was 5.38% at the
beginning of the period and 5.72% at the end. The lowest available 10-year
maturity certainty rate was 5.13% and the highest was 5.88%. Rates for 20-
year maturity loans ranged from 5.71% to 6.37% during the period, and 50-
year maturity loans from 5.46% to 6.24%. The cost of short-term borrowing
from other local authorities has been similar to or a little above Base Rate for
most of the period, with interest rates between 4.0% and 4.5%. However, as is
commonly seen, rates rose higher towards the end of the financial year, with
rates of 5.0% - 7.0% being seen.

CIPFA’s 2021 Prudential Code is clear that local authorities must not borrow to
invest primarily for financial rﬁgjérb%](}&at it is not prudent for local authorities

2



to make any investment or spending decision that will increase the capital
financing requirement and so may lead to new borrowing, unless directly and
primarily related to the functions of the Authority. PWLB loans are no longer
available to local authorities planning to buy investment assets primarily for
yield unless these loans are for refinancing purposes. The Authority has no
new plans to borrow to invest primarily for financial return.

2.8 The table below summarises the Council’s borrowing portfolio at 31 March
2026.
Loan Borrowin
Lender Value Rate 9 Borrowing Date Maturity Date
£

PWLB 3.000,000 | 4.92% 26/03/26 27/09/27
ggﬁ';gﬁme Borough | 5 500000 |  4.80% 02/04/25 02/04/26
éi:f:ili? District 2.000,000 |  4.28% 08/07/26 08/07/26
éztf;]ec'if District 3.000,000 |  4.80% 07/05/25 07/05/26
’Q?rﬁigﬂ'ﬁﬂncn 2.000,000 |  4.25% 01/09/25 01/09/26
Eiﬁ‘r‘]"é‘l’lrth Borough 3,000,000 4.82% 10/04/25 10/04/26
g"g&‘:fgi‘l’”e Borough 2,100,000 6.25% 19/03/26 01/04/26

Investment Activity

2.9 The Council holds significant investment funds, representing income received
in advance of expenditure plus balances and reserves held. During 2025/26,
the Council held average daily cash balances of £23 million (£21 million for
2024/25) and our investment balances closed at £13.8 million at 31 March
2026.

210 The Council’s budgeted investment income for 2025/26 was £676,000 and the
actual income received was £949,000, of which £128,000 was from the
Council’s long-term investment in the Church, Charities and Local Authorities
(CCLA) Mutual Investment Property Fund.

2.11 The table below summarises the Council’s investment portfolio at 31 March
2026. All investments made were in line with the Council’'s approved credit
rating criteria at the time of placing the investment, and still met those criteria
at 31 March 2026.

Balance Invested

Counterparty Long-Term | 3¢ 31 March 2026

(MMF = Money Market Funds) Rating £000

Black Rock MMF AAAmMmMf 3,000

Invesco MMF AAAMmMf 3,000

BNP Paribas MMF AAAMmMf 3,000

Aberdeen MMF AAAMmMf 1,755
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Counterpart L T Balance Invested
party ong-Term | .t 31 March 2026
(MMF = Money Market Funds) Rating £2000
CCLA Property Fund unrated 3,000
Total 13,755
2.12 The ratings above are from Fitch credit rating agency. A description of the

grading is provided below:

e AAAmmf:. Funds have very strong ability to meet the dual objectives of
providing liquidity and preserving capital.

2.13 The treasury management position at 31 March 2026 and the changes during
the year is summarised below:
Investments Balance on | Movement | Balance on Average
31/03/25 in Year 31/03/26 Rate at
31/03/26
£000 £000 £000 %
Money Market Funds 7,910 (2,845) 10,755 3.93
Long-Term Investments 3,000 0 3,000 4.27
TOTAL INVESTMENTS 10,910 2,845 13,755
Borrowing
Short-Term Borrowing (13,000) (4,100) (17,100) 4.88
TOTAL BORROWING (13,000) (4,100) (17,100)
2.14 The long-term investment shown in the table above is the Council’s investment

2.15

2.16

in the CCLA Property Fund. Accounting requirements dictate that financial
instruments, which include this investment, are carried in the balance sheet at
fair value. The fair value for this fund is based on the market price which as at
31 March 2026 was £2.8 million.

Since CCLA fund has no defined maturity date, but funds are available for
withdrawal after a notice period, its performance and continued suitability in
meeting the Council’s medium to long-term investment objectives are regularly
reviewed. Strategic fund investments are made in the knowledge that capital
values will move both up and down on months, quarters and even years and
with the expectation that over a three to five-year period total returns should
exceed cash interest rates.

In keeping with the Ministry of Housing, Communities and Local Government
(MHCLG) Guidance on Investments, the Council maintained a sufficient level
of liquidity through the use of Money Market Funds, overnight deposits and the
use of Debt Management Agency Deposit Facility (DMADF).
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2.17 The Council sought to optimise returns commensurate with its objectives of

security and liquidity.

2.18 The criteria applied by the Director of Resources for the approval of a counter

party for deposits are:

e credit rating - a minimum long-term of A-;

e credit default swaps;
e share price;

e reputational issues;

e exposure to other parts of the same banking group; and

e country exposure.

2.19 The investments permissible by the 2025/26 Treasury Strategy were:

Counterparty Time Limit Cash Limits
The UK Government 50 years Unlimited
Local Authorities and other government 25 years £3m
entities
Major UK banks / building societies 13 months £3m
unsecured deposits*
Money Market Funds* n/a £3m each
Strategic Pooled Funds n/a £3m each
CCLA Property Fund n/a £3m
Registered providers (unsecured) * 5 years £3m in aggregate
Secured Investments * 25 years £3m in aggregate
Other Investments * 5 years £3m in aggregate
Non treasury investments As per credit To be agreed on a case
advice by case basis

2.20 This Council takes the view that the Capital Strategy should reflect the

following principles:

¢ investing in sustainable, affordable and social housing to increase overall

supply;

e using the ability to borrow at lower rates of interest for the benefit of the
physical and social infrastructure of the borough and for broader social

value; and,

e ensuring that the costs of borrowing are manageable long term within the

revenue budget

2.21 The maximum permitted duration for unsecured deposits with major UK Banks
and building societies is 13 months. For 2025/26 the Director of Resources in
consultation with chair of Policy & Resources Committee could consider longer
duration. Bonds could have been purchased with a maximum duration of five

years.

2.22 The definition of investments in CIPFA’s revised Treasury Management Code
now covers all the financial assqi%@@glgouncil, as well as other non-




financial assets which the Council holds primarily for financial return.
Investments that do not meet the definition of treasury management
investments (i.e. management of surplus cash) are categorised as either for
service purposes (made explicitly to further service objectives) and/or for
commercial purposes (made primarily for financial return). At 31 March 2026
the Council held £3.983 million of a longstanding portfolio of 11 investment
properties within the borough. These investments generated £257,000 of
investment income for the Council in 2025/26 after taking account of direct
costs, representing a rate of return of 6.45%.

External Context

2.23

2.24

2.25

2.26

2.27

Economic background: The financial year was largely dominated by two
periods of significant uncertainty and volatility. The first being the US trade
tariff ‘Liberation Day’ in April 2025 and the second was the US/Israel war with
Iran at the end of February. After the initial fallout from US trade tariffs, the
following months saw some improvements as equity markets made gains and
bond yields eased modestly. However, in the UK this trend in bond yields
reversed somewhat as an uncertain economic outlook together with concerns
around the government’s fiscal position and autumn Budget saw ‘term premia
rise as investors demanded a higher return for holding gilts.

The Budget itself was more muted than had been expected. Despite a weak
economic outlook, this helped UK markets perform better with gilt yields
trending downwards, inflation easing, and expectations for cuts in Bank of
England (BoE) Bank Rate increasing.

The end of February 2026 saw the start of the war between US/Israel and
Iran. The conflict caused oil and other commodity prices to rise sharply as the
shipping lanes in the region became effectively closed, restricting global oil
supply. At the end of the period, the economic outlook remained highly
uncertain in terms of its impact on inflation as well as countries’ fiscal and
monetary policy conditions around the globe.

After cutting Bank Rate to 3.75% in December 2025, the BoE’s Monetary
Policy Committee (MPC) voted 5-4 to hold rates in February 2026 and then
unanimously to do so again in March. Until the war started, financial markets
were expecting Bank Rate to be cut to 3.5% at the March meeting. However,
the conflict in the Middle East quickly changed this. The MPC noted the risks
to both inflation and growth and indicated they could move rates either up or
down depending on the conditions. Financial markets quickly responded to
this by pricing in rate hikes.

Following the March MPC meeting, Arlingclose, the authority’s treasury
adviser, revised its central interest rate view and now predicts Bank Rate will
be held at 3.75%. However, the conflict makes the outlook for rates highly
uncertain. In the short-term the risks are to the upside with the chance of
higher Bank Rate should the MPC decide it wishes to quickly quash potential
second-round effects from higher inflation. Further out, if Bank Rate is hiked
quickly, the pace and magnitude of subsequent cuts could take it far lower
than was previously anticipated as policymakers add significant stimulus to a
much weaker economic growth outlook.
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2.28

2.29

2.30

Financial markets: After declining sharply early in the financial year following
the announcement of US tariffs, sentiment in financial markets had improved
but equity and bond markets remained volatile throughout. However, the latter
part of the period was dominated by the US/Israel war with Iran, which saw
equity markets fall sharply, and bond yields rise as concerns over the
inflationary impact from sharply higher oil and other commodity prices
outweighed the flight-to-quality into government bonds often seen in conflicts.

Equity markets had been registering gains after the declines during the April
sell-off, but the war reversed this and markets saw another sharp drawdown.
Both the FTSE 100 and 250 fell by around 10% over the month from the start
of the conflict to the end of the financial year.

The period saw significant volatility in gilt yields. The 10-year UK benchmark
gilt yield started the year at 4.65% and ended at 4.86%. However, over this
time the 10-year yield hit a low of 4.23% and a high of 4.95% in the space of a
month. It was a similar picture for the 20-year gilt which started at 5.18% and
ended at 5.45% with a low and high of 4.92% and 5.55% respectively. The
Sterling Overnight Rate (SONIA) averaged 4.01% over the 12 months to 31st
March.

Credit Review

2.31

2.32

2.33

2.34

Arlingclose maintained its recommended maximum unsecured duration limit
on most of the banks on its counterparty list at 6 months. The other banks
remain on 100 days. Earlier in the period, Fitch upgraded NatWest Group and
related entities to AA- from A+ and placed Clydesdale Bank’s long-term A-
rating on Rating Watch Positive. Fitch later upgraded Clydesdale Bank and
HSBC, but downgraded Lancashire CC and Close Brothers.

Moody’s affirmed OP Corporate’s rating at Aa3 In May 2025. Later in the
period, Moody’s upgraded Transport for London, Allied Irish Banks, Bank of
Ireland, Toronto-Dominion Bank, DZ Bank, Nordea and HSBC and
downgraded Close Brothers. In the last quarter of 2025 S&P upgraded
Clydesdale Bank, Allied Irish Banks and Bank of Ireland, and assigned
Warrington Council a BBB+ rating.

After spiking in April 2025 following the US trade tariff announcements, UK
credit default swap (CDS) prices had trended down before picking up modestly
in October and November. After declining again in December and into the new
calendar year, they rose sharply once again when the war in the Middle East
started. They were still elevated at the end of the period, but prices for all
banks on Arlingclose’s counterparty list remained within limits deemed
satisfactory for maintaining credit advice at current durations.

Financial market volatility is expected to remain, and CDS levels will be
monitored for signs of ongoing credit stress. As ever, the institutions and
durations on the Authority’s counterparty list recommended by Arlingclose
remain under constant review.

CIPFA Code and PWLB Lending Facility Guidance

2.35

Borrowing is permitted for cashflow management, interest rate risk
management, to refinance current borrowing and to adjust levels of internal
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borrowing. Borrowing to refinance capital expenditure primarily related to the
delivery of a local authority’s function but where a financial return is also
expected is allowed, provided that financial return is not the primary reason for
the expenditure. The changes align the CIPFA Prudential Code with the
PWLB lending rules.

2.36 Statutory override: Further to consultations in April 2023 and December 2024
MHCLG wrote to finance directors in England in February 2025 regarding the
statutory override on accounting for gains and losses in pooled investment
funds. On the assumption that when published regulations follow this policy
announcement, the statutory override will be extended up until the 1st April
2029 for investments already in place before 1st April 2024. The override will
not apply to any new investments taken out on or after 1st April 2024. The
Council had set up a reserve of £350k to mitigate the impact of the statutory
override not being extended. In view of the fact that the override may not be
extended past 2029 the authority has decided to maintain this reserve.

Compliance

2.37 The Council has complied with its Prudential and Treasury Management
Indicators for 2025/26 which were set as part of the Treasury Management
Strategy agreed by Council in February 2025.

2.38 In Appendix | the outturn position for the year against each Prudential Indicator
is set out.

2.39 The Head of Finance and Procurement confirms that all treasury management
activities undertaken during the year complied fully with the CIPFA Code of
Practice and the Council’s approved Treasury Management Strategy.

Treasury Advisers

2.40 Arlingclose has been the Council’s treasury advisers since May 2009.
Officers of the Council meet with Arlingclose regularly and high quality and
timely information is received from them.

Capital Strategy

2.41 The Prudential Code includes a requirement for local authorities to provide a
Capital Strategy, a summary document approved by full Council covering
capital expenditure and financing, treasury management and non-treasury
investments. The Council’s Capital Strategy for 2025/26, complying with
CIPFA’s requirement, was approved by Council on 19 February 2025.

3. Proposal
3.1 Members are asked to note the report.
4. Alternative Proposals

4.1 No alternative proposals have been considered and compliance with the
CIPFA Code is mandatory.
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5. Consultation Undertaken
5.1 Our treasury advisors, Arlingclose, have been consulted.

6. Implications

Issue Implications

Corporate Plan Supports delivery of the Council’s objectives.

Financial, Resource and Property | As detailed in the report

Legal, Statutory and CIPFA produce a framework for managing treasury
Procurement activities, called a ‘Code’. Councils are legally
required to have regard to this Code and members of
CIPFA are expected to comply with its requirements.
This report fulfils the Council’s legal obligation under
the Local Government Act 2003 to have regard to
both the CIPFA Code and the MHCLG Guidance

Crime and Disorder Not relevant to this report

Environment and Climate/ Not relevant to this report
Ecological Emergency

Health and Wellbeing Not relevant to this report

Safeguarding of Children, Young | Not relevant to this report
People and Vulnerable Adults

Risk Management and Health Not relevant to this report
and Safety

Equality and Diversity Not relevant to this report
Privacy and Data Protection Not relevant to this report
Local Government None identified at this stage

Reorganisation

7. Appendices
7.1 Appendix I: Treasury Management and Prudential Indicators
8. Background Papers

None
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Treasury Management and Prudential Indicators for 2025/26 - Appendix |
Introduction

The Local Government Act 2003 requires the Council to have regard to the
Chartered Institute of Public Finance and Accountancy’s Prudential Code for Capital
Finance in Local Authorities (the Prudential Code) when determining how much
money it can afford to borrow. The objectives of the Prudential Code are to ensure,
within a clear framework, that the capital investment plans of local authorities are
affordable, prudent and sustainable, and that treasury management decisions are
taken in accordance with good professional practice. To demonstrate that the
Council has fulfilled these objectives, the Prudential Code sets out the following
indicators that must be set and monitored each year.

This report compares the approved indicators with the outturn position for 2025/26.
Actual figures have been taken from, or prepared on a basis consistent with, the
Council’s Statement of Accounts

Capital Expenditure: The Council’s capital expenditure and financing may be

summarised as follows.

2025/26
Capital Expenditure and Financing Actual
£000
Total Capital Expenditure 14,791
Source of Funding
Capital grants and other contributions 12,837
Capital receipts 224
Earmarked reserves 292
Direct revenue funding 0
Borrowing 1,439
Total Capital Funding 14,791
Capital Financing Requirement: The Capital Financing Requirement (CFR)
measures the Council’'s underlying need to borrow for a capital purpose.
Capital Financing Requirement 31/03/26 | 31/03/26 31/03/26
Estimate Actual | Difference
£000 £000 £000
Total CFR 74,800 62,267 (12,533)
External Borrowing (37,500) | (17,100) 20,400
Cumulative External Borrowing Requirement 37,300 45,167 7,867

External borrowing: as at 31 March 2026 the Council had £17.1 million of external
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Treasury Management and Prudential Indicators for 2025/26 - Appendix |

borrowing

Operational Boundary for External Debt: The Operational Boundary is based on
the Council’s estimate of most likely (i.e. prudent but not worst case) scenario for
external debt. It links directly to the Council’s estimates of capital expenditure, the
capital financing requirement and cash flow requirements, and is a key management
tool for in-year monitoring. Other long-term liabilities comprise finance leases, and
other liabilities that are not borrowing but form part of the Council’s debt.

. 31/03/26 31/03/26
Operational Boundary Boundary | Actual Debt | Complied
£000 £000
Borrowing 45,000 17,100 v
Other long-term liabilities 5,000 3,129 4
Total Operational Boundary 50,000 20,229 v

Authorised Limit for External Debt: The Authorised Limit is the affordable
borrowing limit determined in compliance with the Local Government Act 2003. Itis
the maximum amount of debt that the Council can legally owe. The Authorised Limit
provides headroom over and above the Operational Boundary for unusual cash

movements.
Authorised Limit and Total Debt Bglfg’frg Actasi2e Complied
£000 £000
Borrowing 55,000 17,100 v
Other Long-Term Liabilities 9,000 3,129 4
Total Authorised Limit 64,000 20,229 v

The Head of Finance and Procurement confirms that there were no breaches of the
operational boundary or authorised limit for other long-term liabilities in 2025/26. This
position reflects the continued application of the updated accounting treatment for
leased assets, which now appear on the balance sheet.

Ratio of Financing Costs to Net Revenue Stream: This is an indicator of
affordability and highlights the revenue implications of existing and proposed capital
expenditure by identifying the proportion of the revenue budget required to meet
financing costs, net of investment income.
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Treasury Management and Prudential Indicators for 2025/26 - Appendix |

. . . 31/03/26 31/03/26
Ratio of Financing Costs to Estimate Actual | Difference
Net Revenue Stream
Financing costs 1,455 2,450 995
General Fund Total 5.64% 6.36% 0.72%

Maturity Structure of Borrowing: This indicator is set to control the Council’s
exposure to refinancing risk. The upper and lower limits on the maturity structure of

fixed rate borrowing were:

31/03/26 Upper Lower
Actual Limit Limit | Complied
% % %
Under 12 months 82 100 0 v
12 months and within 24 months 18 100 0 v
24 months and within 5 years 0 100 0 v
5 years and within 10 years 0 100 0 v
10 years and above 0 100 0 v
Time period starts on the first day of each financial year. The maturity date of borrowing
is the earliest date on which the lender can demand repayment.
Long-term Treasury Management Investments: The purpose of this indicator is to
control the Council’s exposure to the risk of incurring losses by seeking early
repayment of its investments. The limits on the long-term principal sum invested to
final maturities beyond the period end were:
2025/26
£000
Actual Principal Invested Beyond Year End 3,000
Limit on Principal Invested Beyond Year End 10,000
Complied v

Investment Benchmarking

Average Actual Return

Original Estimate

Average Bank

Average 7-day

on Investments | Return on Investments Rate SONIA Rate
2025/26 2025/26 2025/26 2025/26

3.619 4199 4.049 4.019
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Treasury Management and Prudential Indicators for 2025/26 - Appendix |

SONIA is the average of the interest rates that banks pay to borrow sterling overnight
from other financial institutions and other institutional investors.

Liability Benchmark: This indicator compares the Council’s actual existing
borrowing against a liability benchmark that has been calculated to show the lowest
risk level of borrowing. The liability benchmark is an important tool to help establish
whether the Council is likely to be a long-term borrower or long-term investor in the
future, and so shape its strategic focus and decision making. It represents an
estimate of the cumulative amount of external borrowing the Council must hold to
fund its current capital and revenue plans while keeping treasury investments at the
minimum level of £10m required to manage day-to-day cash flow.

31.3.26 31.3.26 31.3.27 31.3.28
Actual Forecast | Forecast | Forecast
£'000 £'000 £'000 £'000

Loans CFR 62.3 68.4 62.2 60
Less: Balance sheet resources (55.7) (58.9) (57.0) (58.5)
Net loans requirement 6.6 9.5 5.2 1.5
Plus: Liquidity allowance 10.0 10.0 10.0 10.0
Liability benchmark 16.6 19.5 15.2 11.5

Following on from the medium-term forecast above, the long-term liability benchmark
assumes capital expenditure funded by borrowing in line with the capital programme,
and minimum revenue provision on new capital expenditure based on appropriate

asset life values (50 years, unless a shorter life is more appropriate). This is shown in
the chart below together with the maturity profile of the Council’s existing borrowing.

100,000

Liability Benchmark

50,000 \

2 4 6 12..14 16 18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50

(50,000)

(100,000)

(150,000)

(200,000)

e | 0ans CFR External borrowing
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