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Audit Committee Membership 
 
Chairman Derek Yeomans 
Vice-Chairman Ian Martin 
 
John Calvert 
John Dyke 
Marcus Fysh
Tony Lock 

Roy Mills 
Terry Mounter 
John Richardson
Colin Winder 

 
South Somerset District Council – Corporate Aims 
 
Our key aims are: (all equal) 
 
• Jobs – We want a strong economy which has low unemployment and thriving 

businesses 
• Environment – We want an attractive environment to live in with increased recycling and 

lower energy use 
• Homes – We want decent housing for our residents that matches their income 
• Health and Communities – We want communities that are healthy, self-reliant and have 

individuals who are willing to help each other 
 
 
Members’ Questions on Reports prior to the Meeting 
 
Members of the Committee are requested to contact report authors on points of clarification 
prior to the Committee meeting. 
 
 
Ordnance Survey mapping/map data included within this publication is provided by South Somerset District Council under 
licence from the Ordnance Survey in order to fulfil its public function to undertake its statutory functions on behalf of the district.  
Persons viewing this mapping should contact Ordnance Survey copyright for advice where they wish to licence Ordnance 
Survey mapping/map data for their own use. 
 



 

 

Information for the Public 
 
The purpose of the Audit Committee is to provide independent assurance of the adequacy of 
the risk management framework and the associated control environment, independent 
scrutiny of the authority’s financial and non-financial performance, to the extent that it affects 
the authority’s exposure to risk and weakens the control environment and to oversee the 
financial reporting process. 
 
The Audit Committee should review the Code of Corporate Governance seeking assurance 
where appropriate from the Executive or referring matters to management on the scrutiny 
function. 
 
The terms of reference of the Audit Committee are: 
 
Internal Audit Activity 
 
1. To approve the Internal Audit Charter and annual Internal Audit Plan; 
 
2. To receive quarterly summaries of Internal Audit reports and seek assurance from 

management that action has been taken; 
 
3. To receive an annual summary report and opinion, and consider the level of 

assurance it provides on the council’s governance arrangements;  
 
4. To monitor the action plans for Internal Audit reports assessed as “partial” or “no 

assurance;” 
 
5. To consider specific internal audit reports as requested by the Head of Internal Audit, 

and monitor the implementation of agreed management actions;  
 
6. To receive an annual report to review the effectiveness of internal audit to ensure 

compliance with statutory requirements and the level of assurance it provides on the 
council’s governance arrangements;  

 
External Audit Activity 
 
7. To consider and note the annual external Audit Plan and Fees;  
 
8. To consider the reports of external audit including the Annual Audit Letter and seek 

assurance from management that action has been taken; 
 
Regulatory Framework 
 
9. To consider the effectiveness of SSDC’s risk management arrangements, the control 

environment and associated anti-fraud and corruption arrangements and seek 
assurance from management that action is being taken; 

 
10. To review the Annual Governance Statement (AGS) and monitor associated action 

plans; 
 
11. To review the Local Code of Corporate Governance and ensure it reflects best 

governance practice. This will include regular reviews of part of the Council’s 
Constitution and an overview of risk management; 

 
12. To receive reports from management on the promotion of good corporate 

governance; 
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Financial Management and Accounts 
 
13. To review and approve the annual Statement of Accounts, external auditor’s opinion 

and reports to members and monitor management action in response to issues 
raised; 

 
14. To provide a scrutiny role in Treasury Management matters including regular 

monitoring of treasury activity and practices. The committee will also review and 
recommend the Annual Treasury Management Strategy Statement and Investment 
Strategy, MRP Strategy, and Prudential Indicators to Council; 

 
15. To review and recommend to Council changes to Financial Procedure Rules and 

Procurement Procedure Rules; 
 
Overall Governance 
 
16. The Audit Committee can request of the Assistant Director – Finance and Corporate 

Services (S151 Officer), the Assistant Director – Legal and Corporate Services (the 
Monitoring Officer), or the Chief Executive (Head of Paid Services) a report (including 
an independent review) on any matter covered within these Terms of Reference; 

 
17. The Audit Committee will request action through District Executive if any issue 

remains unresolved; 
 
18. The Audit Committee will report to each full Council a summary of its activities.  
 
Meetings of the Audit Committee are held monthly including at least one meeting with the 
Council’s external auditor, although in practice the external auditor attends more frequently. 
 
Agendas and minutes of this committee are published on the Council’s website at 
www.southsomerset.gov.uk 
 
The Council’s Constitution is also on the web site and available for inspection in council 
offices. 
 
Further information can be obtained by contacting the agenda co-ordinator named on the 
front page. 
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Audit Committee 
 
Thursday 28th June 2012 
 
Agenda 
 
Preliminary Items 
 

1. To approve as a correct record the Minutes of the previous meeting held on 
24th May 2012 

 
2. Apologies for Absence 
 
3. Declarations of Interest 
 

In accordance with the Council's Code of Conduct, which includes all the provisions of 
the statutory Model Code of Conduct, members are asked to declare any personal 
interests (and whether or not such an interest is "prejudicial") in any matter on the 
agenda for this meeting. A personal interest is defined in paragraph 8 of the Code and a 
prejudicial interest is defined in paragraph 10. 
 

4. Public Question Time 
 

Page Number 
Items for Discussion 

 

5. 2011/12 Treasury Management Activity Report................................................ 2 

6. Follow Up Report - Risk Management Update including Partnering 
(suppliers, other agencies etc.) ....................................................................... 15 

7. Date of Next Meeting ........................................................................................ 18 
 
 
 

 
PLEASE NOTE 

 
At the conclusion of the meeting, a training session will be held to prepare 
members for the approval of the Statement of Accounts, which will be 
submitted to the meeting of the Committee to be held on 27th September 
2012. 
 
The training will act as a refresher for existing members as well as initial 
training for the newly appointed member of the Committee and substitute 
members. 
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Audit Committee – 28th June 2012 
 

5. 2011/12 Treasury Management Activity Report 
 

Strategic Director: Mark Williams, Chief Executive 
Assistant Director:  Donna Parham (Finance and Corporate Services) 
Service Manager: Amanda Card – Finance Manager 
Lead Officer: Karen Gubbins, Principal Accountant - Exchequer 
Contact Details: karen.gubbins@southsomerset.gov.uk or 01935 462456 
 
Purpose of the Report 
 

1. To review the treasury management activity and the performance against the 
Prudential Indicators for the 2011/12 financial year as prescribed by the revised 
CIPFA Code of Practice and in accordance with the Council’s Treasury Strategy 
and Annual Investment Policy and Treasury Management Practices. 

 
Recommendations 
 

2. The Audit Committee are asked to: 
 

• Note the Treasury Management Activity for the 2011/12 financial year; 
• Note the position of the individual prudential indicators for the 2011/12 

financial year; 
• Note the outlook for the investment performance in 2011/12 
• Recommend the 2011/12 Treasury Management Activity Report to full 

Council 
 
Background  
 

3. The Council’s treasury management activity is underpinned by CIPFA’s Code of 
Practice on Treasury Management (“the Code”), which requires local authorities 
to produce annually Prudential Indicators and a Treasury Management Strategy 
Statement on the likely financing and investment activity.  The Code also 
recommends that members are informed of treasury management activities at 
least twice a year.  The Council reports six monthly to Full Council against the 
strategy approved for the year. The scrutiny of treasury management policy, 
strategy and activity is delegated to the Audit Committee.   

 
4. Treasury management in this context is defined as: 

 
“The management of the local authority’s cash flows, its borrowings and 
its investments, the management of the associated risks, and the pursuit 
of the optimum performance or return consistent with those risks”. 

 
5. Overall responsibility for treasury management remains with the Council.  No 

treasury management activity is without risk; the effective identification and 
management of risk are integral to the Council’s treasury management 
objectives.   

 
Summary of Investment Strategy for 2011/12 
 

6. The Council’s strategy for investments was based upon minimising risk and 
safeguarding the capital sum. There was a reliance on the investment income 
receivable in maintaining a balanced revenue budget and therefore the long-term 
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strategy was to maintain stability by having a significant amount invested in fixed 
rate of return investment instruments.  

 
7. Our Minimum rating is A+ long term (or equivalent).  Although Natwest does not 

meet the minimum credit criteria of A+ (or equivalent) long term, it is the Council’s 
bank and will still be used for operational purposes.  Balances of smaller amounts 
(less than £300,000) will be kept within our Natwest Account to ensure 
operational and contingency purposes are maintained.   

 
8. From April until early September, where cash-flow permitted the Council followed 

a cautious investment strategy of a rolling programme of 12 month deposits with 
named counterparties for a proportion of its investments.  Arlingclose have since 
reduced the limit of new investments on two separate occasions.  On the 11th 
August, Arlingclose reigned in maturity limits to a maximum of 6 months on new 
investments and again on 11th November to 3 months (as previously reported).  
The Council maintained a rolling programme of deposits with named 
counterparties within these restrictions. 

 
9. As previously reported, following the growing problems facing peripheral Europe, 

the Council responded to the growing stress by scaling back maturities for new 
investments on the advice of the Council’s treasury advisors. Limits for European 
banks have been temporarily suspended for new investments. Limits for UK 
banks, Australian, Canadian and US banks have now been temporarily reduced 
to 3 months except for Santander UK plc which is now restricted to overnight 
deposits.  

 
The ratings of most of the UK banks, Nationwide Building Society and non-UK 
banks were either downgraded or placed on review for possible downgrade.  For 
the UK banks, the downgrades largely reflected the reassessment by the 
agencies of the extent of future systemic support that would be forthcoming from 
the sovereign.  For Eurozone banks, the worsening sovereign debt crisis and 
poor growth outlook led to pressure on sovereign ratings and consequently on 
bank ratings.  The downgrades resulted in the long-term rating of several UK 
institutions (Barclays, NatWest/RBS, Bank of Scotland/Lloyds TSB Bank, 
Clydesdale Bank and Nationwide BS) falling below the Council’s minimum criteria 
of ‘A+’.  Even though there are no solvency issues with these institutions, they 
were temporarily suspended as counterparties for new investments until the new 
Treasury Management Strategy Statement came into effect from 1st April 2012 
as approved by full Council in February 2012.   
 

10. The sum invested in longer dated securities at fixed rates of interest at the end of 
March represented 18.5% of the total portfolio.  The sum invested in longer dated 
securities at variable rates of interest at the end of March represented 15.4% of 
the total portfolio. Investments made in longer dated securities comprise 
EuroSterling bonds and World bonds; these investments have all been made in 
conjunction with advice from our treasury advisors, Arlingclose.   
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11. The Treasury Management Strategy Statement and Annual Investment Policy 

were both approved by Council on 17th March 2011.  The strategy identified that 
the overall investment portfolio should, subject to current economic conditions, 
include investments in the following ranges:- 

 
 % 

Fund Managers and pooled managed funds.   0% - 25% 
Term deposits (up to 2 years). 0% - 75% 
3 – 5 year cash deposits. 0% - 25% 
1 – 5 year callable deposits. 0% - 15% 
1 – 5 year EuroSterling/Corporate Bonds. 10% - 75% 

 
12. The table below compares the investment portfolio at 31st March 2012 to the 

investment strategy:- 
 

 £’m % Strategic aim 
Pooled Managed Funds and business 
reserve accounts  

3.71 9.53 0% - 25% 

Term deposits (up to 2 year) 22.00 56.54 0% - 75% 
3 – 5 year cash deposits. 0 0 0% - 25% 
1 – 5 year callable deposits. 0 0 0% - 15% 
1 – 5 year EuroSterling/Corporate/World 
Bonds. 

13.20 33.93 10% - 75% 

 38.91   
 

The above table shows that the current investment portfolio broadly reflects the 
strategy.   

 
Interest Rates 2011/12 
 

13. Base rate began the financial year at 0.5% and this has been maintained 
throughout 2011/12. 

 
14. Our advisors are forecasting that the outlook is for official interest rates to remain 

low for an extended period, as shown below: 
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Investment Portfolio 
 

15. The table below shows the Council’s portfolio of investments at the start and end 
of the 2011/12 financial year; 

 
  Value of  Value of  Fixed/ 
  Investments  Investments  Variable 
  at 01.04.11  at 31.03.12  Rate 
  £  £   
Investments advised by Arlingclose      
 Euro Sterling Bonds 7,537,881  4,182,407  Fixed 
 Corporate Bonds 5,194,979  0  Fixed 
 World Bonds 0  3,035,190  Fixed 
 Treasury Bills 0  0  Variable  
 Euro Sterling Bonds 6,000,000  5,985,000  Variable 
 Total 18,732,860  13,202,597   
       
Internal Investments      
 Short Term Deposits (Banks) 16,000,000  8,000,000  Variable 
 Short Term Deposits (Other LAs)  14,000,000  Variable 
 Short Term Deposits (DMADF)   0  Variable 
 Money Market Funds &       
 Business Reserve Accounts 4,000,000  3,710,000  Variable 
 Total 20,000,000  25,710,000   
       
TOTAL INVESTMENTS 38,732,860  38,912,597   
 
Returns for 2011/12 
 

16. The returns to 31st March 2012 are shown in the table below: 
 

  Actual 
Income 

£’000 

% Rate 
of

Return
Investments advised by Arlingclose  
 Euro Sterling Bonds (Fixed) 395 
 Corporate Bonds 140 
 World Bonds 9 
 Treasury Bills 1 
 Euro Sterling Bonds (Variable) 53 
 Total 598 3.06%
   
Internal Investments  
 Short Term Deposits 314 
 Money Market Funds & Business Reserve 

Accounts 
55 

 Total  369 1.15%
   
Other Interest  
 Miscellaneous Loans 52 
 Total 52 
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TOTAL INCOME TO 31st MARCH 2012 1,019 1.81%
   
PROFILED BUDGETED INCOME 800 
   
SURPLUS  219 
 

17. The table above shows investment income for the year compared to the profiled 
budget.  The figures show a surplus over budget of £219,000.   

 
18. Following the crisis in the eurozone we have sold some of our Eurobonds on the 

advice of Arlingclose.  This has contributed towards the surplus in the current 
financial year but will have an effect on next financial year’s estimates.  This will 
result in us having to draw on the Treasury Management Reserve should there 
be any shortfall. 

 
19. The outturn position is affected by both the amount of cash we have available to 

invest and the interest base rate set by the Bank of England.  Balances are 
affected by the timing of capital expenditure and the collection of council tax and 
business rate.   

 
20. The original Treasury Management budget of £799,620 was derived by 

forecasting an average rate of return of 1.78%.  The actual interest rate received 
for the year was 1.81%. 

 
Investments 
 

21. The graph shown in appendix B shows the performance of the in-house Treasury 
team in respect of all investments for the quarter ending 31st March 2012 in 
comparison to all other clients of Arlingclose. 

 
22. The graph shows that SSDC is in a very good position in terms of the risk taken 

against the return on investments.   
 
Borrowing 
 

23. An actual overall borrowing requirement (CFR) of £9.4 million was identified at 
the beginning of 2010/11.  As interest rates on borrowing exceed those on 
investments the Council has used its capital receipts to fund capital expenditure.  
As at 31st March 2012 the Council had no external borrowing. 

 
Prudential Indicators – 2011/12 
 
Background: 
 

24. In March 2011, Full Council approved the indicators for 2011/12, as required by 
the Prudential Code for Capital Finance in Local Authorities.   The Local 
Government Act 2003 allows local authorities to determine their own borrowing 
limits provided they are affordable and that every local authority complies with the 
code. 
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Prudential Indicator 1 - Capital Expenditure: 
 

25. The actual capital expenditure incurred for 2011/12 compared to the original 
estimate is: 

 
 2010/11 

Outturn 
£’000 

2011/12  
Original 
Estimate 
£’000 

2011/12 
Outturn 
£’000 

2011/12 
Variance 
£’000 

Reason for 
Variance 

Approved 
capital 
schemes 

5,812 5,341 3,837 (1,504) The variance is 
due to slippage 
within the capital 
programme from 
2011/12 to future 
years.  The 5 
largest projects 
being: Birchfield 
Sewer Pollution 
Easement Works 
(£188k), 
Enhancements to 
Princes St - 
Phase II 
Implementation 
(£110k), 
Reckleford 
Gyratory (Eastern 
Gateway) (£97k), 
Yeovil 
Crematorium 
(£94k) and 
Disabled 
Facilities Grants 
(£85k) 

Capital 
Investments 

0 0 (5,000) (5,000) Corporate Bond 
Matured in 
November 2011 

Total 
Expenditure 

5,812 5,341 (1,163) (6,504)  

The figures in brackets reflect that actual expenditure was less than budgeted. 
 
Prudential Indicator 2 - Ratio of Financing Costs to Net Revenue Stream: 
 

26. A comparison needs to be made between financing capital costs and the revenue 
income stream to support these costs.  This shows how much of the revenue 
budget is committed to the servicing of finance.  
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Portfolio 2010/11 
Outturn 
£’000 

2011/12  
Original 
Estimate 
£’000 

2011/12 
Outturn 
£’000 

2011/12 
Variance 
£’000 

Reason for 
Variance 

Financing 
Costs 

(1,084) (674) (801) (127) Increased income 
on investments and 
a gain on selling 
some Eurobonds 
within the year. 

Net Revenue 
Stream 

20,716 17,345 17,861 516 Carry Forwards 
approved from 
2010/11 and 
incorporated within 
the budget for 
2011/12 

% (5.2) (3.9) (4.5)  
 

27. The financing costs include interest payable and notional amounts set aside to 
repay debt less interest on investment income.  The figure in brackets is due to 
investment income outweighing financing costs significantly for SSDC but is 
nevertheless relevant since it shows the extent to which the Council is dependent 
on investment income. 

 

Prudential Indicator 3 - Capital Financing Requirement: 
 

28. The Capital Financing Requirement (CFR) measures the Council’s underlying 
need to borrow for a capital purpose.  The year-end capital financing requirement 
for the council is shown below: 

 

*Figures in brackets denote income through receipts or reserves. 

 2010/11 
Outturn 
£’000 

2011/12  
Original 
Estimate 
£’000 

2011/12 
Outturn 
£’000 

2011/12 
Variance 
£’000 

Reason for 
Variance 

Opening CFR 9,461 9,415 9,415 0  
Capital 
Expenditure 

5,812 5,341 3,837 (1,504) See Prudential 
Indicator 1 above. 

Capital Receipts* (2,734) (3,971) (2,706) 1,265 Due to the 
reduction in capital 
spend in 2011/12, 
financing through 
capital receipts 
was reduced. 

Grants/ 
Contributions* 

(3,078) (1,370) (1,131) 239  

Minimum Revenue 
Position (MRP) 

(208) (126) (177) (51) Additional leases 
have incurred 
additional MRP 

Additional Leases 
taken on during 
the year 

162 268 268 New leases 
relating to 5 x Multi 
functional Devices, 
5 x ride on mowers 
and 7 x Tippers 
(Vehicles)  

Closing CFR 9,415 9,289 9,506 217  
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Prudential Indicator 4 – Net external Borrowing compared to the medium term 
Capital Financing Requirement: 
 

29. The Council is also required to ensure that any medium term borrowing is only 
used to finance capital and therefore it has to demonstrate that the net external 
borrowing does not, except in the short term exceed the total of capital financing 
requirements over a three year period. 

 
 2010/11 

Outturn 
£’000 

2010/11 
Quarter 3
Actual 
£’000 

2011/12 
Outturn 
£’000 

2011/12 
Variance 
£’000 

Reason for Variance 

Net 
Borrowing 

(37,936) (46,434) (39,551) 6,883 The actual was used as 
an estimate for 
2011/12. This estimate 
was based on 2010/11 
quarter 3 balances 
which reduced in 
February and March 
due to no council tax 
collection but payments 
being made to the 
major preceptors 

CFR 9,415 9,289 9,506 217 See explanations for 
indicator 3 above 

 
30. The figures above in brackets described as net borrowing actually represent net 

investments.  Our net borrowing is forecast to remain as net investment for the 
foreseeable future and therefore will not at any time be in excess of the capital 
financing requirement. 

 
Prudential Indicator 5 - Upper Limits for Fixed Interest Rate Exposure and Variable 
Interest Rate Exposure: 
 

31. The Council must set three years of upper limits to its exposure to the effects of 
changes in interest rates.  As a safeguard, it must ensure that its limit would allow 
it to have up to 100% invested in variable rate investments to cover against 
market fluctuations.  For this purpose, term deposits of less than 365 days are 
deemed to be variable rate deposits.  Fixed rate deposits are investments in 
Eurobonds, Corporate Bonds and term deposits exceeding 365 days. 

 
 2010/11 

Actual % 
2011/12 
% Limit 

2011/12 
Actual %

2011/12 
Variance % 

Reason for 
Variance 

Fixed 32.9 80 18.6 (61.4) Within limit 
Variable 67.1 100 81.4 (18.6) Within limit 

 
32. The Council must also set limits to reflect any borrowing we may undertake. 

 
 2010/11 

Actual % 
2011/12 
% Limit 

2011/12 
Actual % 

2011/12 
Variance % 

Reason for 
Variance 

Fixed 0 100 0 100 SSDC currently has 
no borrowing 

Variable 0 100 0 100 SSDC currently has 
no borrowing 

 
33. The indicator has been set at 100% to maximise opportunities for future debt as 

they arise. 
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Prudential Indicator 6 - Upper Limit for total principal sums invested over 364 
days: 
 

34. SSDC must also set upper limits for any investments of longer than 364 days.  
The purpose of this indicator is to ensure that SSDC, at any time, has sufficient 
liquidity to meet all of its financial commitments.  The following table summarises 
the position: 

 

Upper Limit for 
total principal sums 
invested over 364 
days 

2010/11
Actual 
£’000

2011/12 
Maximum 

Limit
£’000

2011/12 
Actual
£’000

Variance 
£’000 

Reason for 
Variance 

Between 1-2 years 3,218 25,000 9,020 (15,980) Within limit 
Between 2-3 years 6,000 20,000 (20,000) Within limit 
Between 3-4 years 1,174 10,000 (10,000) Within limit 
Between 4-5 years 10,000 (10,000) Within limit 
Over 5 years 5,000 (5,000) Within limit 

 
35. The table above shows that the Council adopts a policy of safeguarding its 

investments by minimising investments that are redeemable more than five years 
ahead. 

 
Prudential Indicator 7 - Actual External Debt: 
 

36. This indicator is obtained directly from the Council’s balance sheet. It is the 
closing balance for actual gross borrowing plus other long-term liabilities (this 
represents our finance leases). This Indicator is measured in a manner consistent 
for comparison with the Operational Boundary and Authorised Limit. 

 
Actual External Debt as at 31/03/2012 £’000 
Borrowing 0 
Other Long-term Liabilities 389 
Total 389 

 
Prudential Indicator 8 - Authorised Limit for External Debt: 
 

37. This limit represents the maximum amount that SSDC may borrow at any point in 
time during the year.  If this limit is exceeded the Council will have acted ultra 
vires.  It also gives the Council the responsibility for limiting spend over and 
above the agreed capital programme.  A ceiling of £12 million was set for each 
year. 

 
 2010/11 

Actual 
£’000 

2011/12  
Original 
Estimate 
£’000 

2011/12 
Actual 
£’000 

2011/12 
Variance 
£’000 

Reason for 
Variance 

Borrowing 0 11,000 0 (11,000) SSDC currently 
has no 
borrowing 

Other Long-term 
Liabilities 

301 1,000 389 (611) Within limit 

Total 301 12,000 389 (11,611)  
 



AC 

 
 

Meeting: AC02A 12:13 11 Date: 28.06.12 

Prudential Indicator 9 – Operational Boundary for External Debt: 
 

38. The operational boundary sets the limit for short term borrowing requirements for 
cash flow and has to be lower than the previous indicator, the authorised limit for 
external debt.  A ceiling of £10 million for each of the next three years was set. 

 

 2010/11 
Actual 
£’000 

2011/12  
Original 
Estimate 
£’000 

2011/12 
Actual 
£’000 

2011/12 
Variance 
£’000 

Reason for 
Variance 

Borrowing 0 9,200 0 (9,200) SSDC currently has 
no borrowing 

Other Long-
term 
Liabilities 

301 800 389 (411) Within limit 

Total 301 10,000 389 (9,611)  
 
Prudential Indicator 10 - Maturity Structure of Fixed Rate borrowing: 
 

39. This indicator is relevant when we borrow, then we can take a portfolio approach 
to borrowing in order to reduce interest rate risk.  This indicator is shown as the 
Council has set limits in anticipation of future borrowing. 

 
Maturity structure of fixed 
rate borrowing 

2011/12 
Upper 
Limit 

% 

2011/12
Lower 
Limit 

% 

2011/12
Actual

% 

2011/12 
Variance 

 
% 

Reason for 
Variance 

Under 12 months  100 0 0 Not applicable
12 months and within 24 
months 100 0 0 Not applicable

24 months and within 5 years 100 0 0 Not applicable
5 years and within 10 years 100 0 0 Not applicable
10 years and within 20 years 100 0 0 Not applicable
20 years and within 30 years 100 0 0 Not applicable
30 years and within 40 years 100 0 0 Not applicable
40 years and within 50 years 100 0 0 Not applicable
50 years and above 100 0 0 Not applicable

 
Prudential Indicator 11 - Incremental Impact of Capital Investment Decisions: 
 

40. SSDC must show the effect of its annual capital decisions for new capital 
schemes on the council taxpayer.  Capital spend at SSDC is financed from 
additional receipts so the figure below actually shows the possible decreases in 
council tax if all capital receipts were invested rather than used for capital 
expenditure. 

 
Incremental Impact of Capital 
Investment Decisions 

2010/11 
Actual 
£ 

2011/12  
Original 
Estimate 
£ 

2011/12 
Actual 
£ 

2011/12 
Variance 
£ 

Decrease in Band D Council Tax 0.11 0.20 0.20 0
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Prudential Indicator 12 - Adoption of the CIPFA Treasury Management Code: 
 

41. This indicator demonstrates that the Council has adopted the principles of best 
practice. 

 
Adoption of the CIPFA Code of Practice in Treasury Management 
The Council approved the adoption of the CIPFA Treasury Management Code 
at its Council meeting on 18th April 2002. 

 
Conclusion 
 

42. The council is currently within all of the Prudential Indicators and is not forecast to 
exceed them. 

 
Background Papers: Prudential Indicators Working Paper, Treasury Management Strategy 

Statement 2011/12 
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Appendix A 
 

Breakdown of investments as at 31st March 2012 
 
Date Lent Counterparty Amount Rate Maturity 

Date 
   

14/04/11 Nationwide Building Society 1,000,000 1.44% 13/04/12
07/06/11 Nationwide Building Society 1,000,000 1.41% 06/06/12
04/11/11 Barclays Bank Plc 1,000,000 1.21% 04/05/12
12/07/11 Nordea Bank 2,000,000 1.40% 12/07/12
15/07/11 Nordea Bank 2,000,000 1.38% 13/07/12
06/10/11 Nationwide Building Society 1,000,000 1.18% 10/04/12
30/12/11 Salford City Council 3,000,000 0.39% 08/05/12
31/01/12 Nottingham City Council 2,000,000 0.80% 29/01/13
15/02/12 Mid Suffolk District Council 2,000,000 0.37% 15/05/12
15/02/12 Birmingham City Council 2,000,000 0.40% 15/08/12
13/02/12 Mid Lothian Council 2,000,000 0.35% 14/05/12
13/03/12 Corby Borough Council 2,000,000 0.80% 12/03/12
07/03/12 Lancashire County Council 1,000,000 0.50% 07/06/12

   
 Ignis Money Market Fund* 1,710,000  
 Prime Rate Money Market Fund* 2,000,000  
   
 Eurobond Fixed Rate 2,091,203 5.72% 6-Jun-12
 Eurobond Fixed Rate 2,091,204 0.78% 6-Jun-12
 International Bank for 

Reconstruction and Development 
(the World Bank) 2,023,460

 
 

0.84% 10-Dec-13
 International Bank for 

Reconstruction and Development 
(the World Bank) 1,011,730

 
 

0.71% 10-Dec-13
  

Eurobond Floating Rate Note 5,985,000
SONIA+ 

0.35% 18-Mar-14
   
  38,912,597  

 
* Note: Money Market Funds are instant access accounts so the rate displayed is a daily 
rate  
 
(SONIA – Sterling Overnight Investment Average) 
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Audit Committee– 28th June 2012 
 

6. Follow Up Report - Risk Management Update including Partnering 
(suppliers, other agencies etc.)  
 
Strategic Director: Mark Williams, Chief Executive  
Assistant Director: Donna Parham (Finance and Corporate Services) 
Service Manager; Gary Russ, Procurement and Risk Manager 
Lead Officer: Gary Russ, Procurement and Risk Manager 
Contact Details: gary.russ@southsomerset.gov.uk or 01935 462076 
 
Purpose of the Report 
 
To update members of the Audit Committee on the state and nature of the partnering risk 
logged onto the risk register, now referred to as the TEN risk register, and to invite 
comment from members of the committee on the process for tracking commercial 
suppliers from a risk perspective. 
 
Recommendation 
 
That members of the Audit Committee note the contents of the report. 
 
Background 
 
At the last meeting of the committee at which the Procurement and Risk Manager 
presented, comment was made by the officer in response to member questions that 
maybe he should come back to the committee at a future date to explain how he was 
tracking the commercial partners that we deal with and how any risk associated with 
them may be indicated. The process used is as follows: 
 
Step 1 Identify the risk! 
Step 2 Assess the risk! 
Step 3 Develop mitigation or controls  
Step 4 Assess risk 
Step 5 Apply an action to ensure all above are working and stable. 
 
Clearly using the steps indicated above we can see a number of areas where the risk 
implications both in terms of risk spotting and risk identification could or can be 
problematic. Clearly in an organisation that does not have central control over 
procurement it’s often difficult for any corporate function to be able to see what is going 
on let alone objectively comment on any risk associated with commercial activity. 
 
Unfortunately risk associated with commercial suppliers and or other partner agencies 
that do not make it up on the corporate risk register cannot at this time be reported on, 
as they do not have a tag (Partnering risk) to be able to filter them from the whole. 
 
However to overcome this and to address a number of procurement information issues 
this council has invested in some diagnostic tools that greatly assist in this regard. 
 

1. All 4th tier managers have been asked to complete a risk register for the service 
they manage. Staff in support services update this periodically and chase 
managers for any updates. 

2. We have a supplier analysis tool that looks at where and with whom the authority 
is spending money. 



AC 

 
 

Meeting: AC02A 12:13 16 Date: 28.06.12 

 
This enables me to do a number of things in relation to risk management, such as: 
 

• Assess who has the largest, and most contracts and therefore which 
services have the greatest risk in dealing  with  commercial partners; 

• Assess who is using a supplier where local council spending could be 
more than 50% of the supplier’s turnover; 

• Review areas of council spend for which no corresponding contract 
appears on the contracts register. 

 
A new feature of the spend analysis tool is that we can now enter the contracts register 
and it is then able to tell me how much of the total spend is off contract. We are currently 
uploading this information. This should improve the Council’s management of: 
 

• The risk from suppliers who we currently regard as unimportant, i.e. we do not 
have a contract with them, yet we are spending many thousands of pounds with 
them through various services or on an ad-hoc basis. 

• Some suppliers maybe at risk due to an over dependence on the work we give 
them.  

 
From some of the risk register chasing that support services have been doing in the last 
12-18 months its become apparent that staff need more understanding of what a 
contract is, and the implications of not having one. The training we give will improve their 
understanding of: 
 

• Whose terms and conditions SSDC are trading under 
• Have we issued a purchase order, if not why? 
• If we have issued a purchase order then we have entered into a contract! 
• If something should go wrong, what actions can be taken to correct this failure, 

staff are often unaware of options open to them, if any. 
• If no purchase order is in place the opportunity for confusion exists with verbal 

instructions.  
 
Financial Implications 
 
Not managing risk in relation to suppliers can have major financial implications to both 
the purchasing organisation and the supplying organisation. Overall this authority 
manages its major commercial relationships very well, however it’s the smaller ones that 
require further review and training as they can add a significant financial risk. 
 
Risk Matrix 
 

Before investment in spend analysis tool 
 
 

     

 R F   
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  CP CY  
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 After investment in analysis tool 
 
 

     

     

 R    
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  CP CY  
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Key 
 

Categories Colours (for further detail please refer to Risk management 
strategy) 

R = Reputation 
CpP = Corporate Plan Priorities 
CP  = Community Priorities 
CY = Capacity 
F = Financial 

Red = High impact and high probability 
Orange = Major impact and major probability 
Yellow = Moderate impact and moderate probability 
Green = Minor impact and minor probability 
Blue = Insignificant impact and insignificant 

probability 
 
 
Background Papers: Report to Audit Committee and Minutes – 22nd March 2012 
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Audit Committee – 28th June 2012 
 

7. Date of Next Meeting 
 
The next scheduled meeting of the Audit Committee will be held on Thursday, 26th July 
2012 at 10.00 a.m. in Council Chamber B, Council Offices, Brympton Way, Yeovil. 
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