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If telephoning, please ask for Jo Paterson Tel: (32)5795 
 
 
To: All Persons on the Distribution List of the Audit & Governance Committee 
 
28th October 2025 
 
 
Dear Councillor, 
 
Audit and Governance Committee 
 
The next meeting of the Audit and Governance Committee will take place on Thursday, 6th 
November 2025 commencing at 10.30 a.m. in the Grimsby Town Hall.  
 
The Agenda is set out overleaf. 
 
Yours sincerely, 
 

 
Jo Paterson 
Scrutiny and Committee Advisor 
for Sharon Wroot Interim Chief Executive. 



 

 
 

FILMING OF PUBLIC MEETINGS 

“The Council supports the principle of transparency and encourages filming, 
recording and taking photographs at its meetings that are open to the public. It 
also welcomes the use of social networking websites (such as Twitter and 
Facebook) and micro-blogging to communicate with people about what is 
happening, as it happens. 

There is no requirement to notify the Council in advance, but it should be noted 
that the Chairman of the meeting will have absolute discretion to terminate or 
suspend any of these activities if, in their opinion, continuing to do so would 
prejudice proceedings at the meeting. 

The circumstances in which termination or suspension might occur could 
include: 

• public disturbance or suspension of the meeting  
• the meeting agreeing to formally exclude the press and public from the 

meeting due to the confidential nature of the business being discussed  
• where it is considered that continued recording / photography / filming 

/webcasting might infringe the rights of any individual  
• when the Chairman considers that a defamatory statement has been made 

 
In allowing this, the Council asks those recording proceedings not to edit the 
film/recording/photographs in a way that could lead to misinterpretation of the 
proceedings, or infringe the core values of the Council. This includes refraining 
from editing an image or views expressed in a way that may ridicule, or show a 
lack of respect towards those being photographed/filmed/recorded. 
Those intending to bring large equipment, or wishing to discuss any special 
requirements are advised to contact the Council's Communications Team in 
advance of the meeting to seek advice and guidance. Please note that such 
requests will be subject to practical considerations and the constraints of 
specific meeting rooms. 

The use of flash photography or additional lighting will not be allowed unless 
this has been discussed in advance of the meeting and agreement reached on 
how it can be done without disrupting proceedings. 

At the beginning of each meeting, the Chairman will make an announcement that 
the meeting may be filmed, recorded or photographed.  Meeting agendas will 
also carry this message.” 

 
 

 



 

 
 

AUDIT AND GOVERNANCE COMMITTEE 
 

 
9 Members (plus independent Chairman)  
 
CHAIRMAN – MR. PAUL STONE 
 
DEPUTY CHAIRMAN - Boyd 
 
 
CONSERVATIVE   SUBSTITUTES  
 
 
Boyd Brookes 
Parkinson K Swinburn 
Hasthorpe Pettigrew 
Silvester Crofts 

 
 
LABOUR     SUBSTITUTES 
 
Patrick Morland 
Kaczmarek Farren 
Mickleburgh Shutt 

 
 
INDEPENDENT    SUBSTITUTE 
 
Holland Bright 

 
 
LIBERAL DEMOCRAT  SUBSTITUTE 
 
Beasant Aisthorpe 

 
 
 
Mr. Walter Leschenko - Independent Member 
 

 





              AUDIT AND GOVERNANCE COMMITTEE AGENDA 
for the meeting on  

Thursday 6th November 2025 at 10.30 a.m. 
Grimsby Town Hall 

 
1. Apologies for Absence  

To record any apologies for absence. 

- 

2. Declarations of Interest 

To record any declarations of interest by any Member of the Committee in 
respect of items on this agenda. 
 
Members declaring interests must identify the agenda item and the type 
and detail of the interest declared. 

- 

3. Tracking of Recommendations        
 

To receive a report from the Executive Director for Place and Resources on 
tracking the recommendations of the Audit and Governance Committee (copy 
attached).  
 

 
x 
 

4. Treasury Management 2025-26 Mid Year Report  
 
To receive a report from the Section 151, Officer that contains details of  
treasury management arrangements, activity and performance during the  
first half of the 2025-26 financial year, (copy attached). 
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5. Half yearly fraud update 2025/26 
 
To receive a report from the Assistant Director Law and Governance which  
highlights the work that has been undertaken for the prevention and detection  
of fraud, corruption and financial misconduct, within North East Lincolnshire  
Council for the period April to September 2025,(copy attached). 
 

35 

6. Internal Audit update  
 
To receive a report from the Head of Audit and Assurance that provides an 
update on the delivery of internal audit work up to 30th September 2025, (copy 
attached). 
 

 
 

43 

7. Risk Management Policy  
 
To receive a report from the Assistant Director Law and Governance  
which provides the Audit and Governance Committee with an update on 
the development of the Risk Management Policy,(copy attached). 
 

 
 

49 

8. Medium Term Financial Planning process  
 
To receive a presentation on the above, (copy to follow). 
 

 
 
- 



9. Children’s Services Governance Arrangements 
 
To receive a report from the Director Children’s Services that seeks to update 
the Audit and Governance Committee on progress made since the last update 
in January 2025, (copy attached). 

65 

10. Exclusion of the Press and public 
 
To consider requesting the press and public to leave on the grounds that 
Appendix A is likely to disclose exempt information within the relevant 
paragraph 3 of Schedule 12A of the Local Government Act 1972 (as 
amended). 
 

- 

11. Strategic  Risk Register  
 
To receive a report from the Assistant Director Law and Governance that 
provides the Audit and Governance Committee with the Strategic Risk Register 
as of 21st October 2025, (copy attached). 

 
 

73 

12. Urgent Business 
 
To receive any business which, in the opinion of the Chairman, is urgent by 
reason of special circumstances which must be stated and minuted. 

- 

13. Issues for Discussion with the Internal and External Auditors 
 

To provide an opportunity, at the close of this meeting, to discuss any 
confidential matters of concern with the External Auditor and the Head of 
Internal Audit. 
 

 
 
 

- 

 

SHARON WROOT 

INTERIM CHIEF EXECUTIVE 
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AUDIT & GOVERNANCE COMMITTEE 

DATE 6th November 2025 

REPORT OF Guy Lonsdale, Section 151 Officer (interim) 

SUBJECT Treasury H1 Outturn 2025-26 

STATUS  Open 

CONTRIBUTION TO OUR AIMS    

Effective treasury management will provide support towards the achievement of 
Council Plan aims and objectives. Treasury management is an integral part of the 
Council’s finances providing for cash flow management and financing of capital 
schemes.  It therefore underpins all the Council’s aims. 

EXECUTIVE SUMMARY      

The report contains details of treasury management arrangements, activity and 
performance during the first half of the 2025-26 financial year.     

During the period covered, the Council complied with its legislative and regulatory 
requirements. 

The key actual prudential and treasury indicators detailing the impact of capital 
expenditure activities during the year, with comparators, are as follows: 

Prudential and Treasury 
Indicators 

2025-26 
Approved 
Budget 
£’m 

 H1 2025-26 
£’m 

Revised 2025-26 
Estimate 
£’m 

Capital Expenditure 
Capital Financing 
Requirement 

260.6 241.3 252.1 

Authorised Borrowing Limit 280.0 280.0 280.0 
Operational Boundary 250.0 250.0 250.0 
Borrowing 199.3 166.8 192.9 
Investments >365 days 11.0 0.0 11.0 

Item 4
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RECOMMENDATIONS          
 
Audit & Governance Committee is requested to:  
 

1) Consider the content of the report and make any recommendations to Cabinet 
as necessary in respect of treasury management activity during 2025-26. 
 

REASONS FOR DECISION   

The Council’s treasury management activity is guided 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 with 
interim updates on performance against Prudential Indicators reported quarterly. We 
therefore report in full after Quarter 2 (this Report) and year end with Prudential 
Indicators being reported additionally after Quarters 1 and 3 in the Council Plan 
Resources and Finance Report. 

 
1. BACKGROUND AND ISSUES  
 
1.1. CIPFA has defined treasury management as: 
 

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

 
1.2. ￼The Treasury Management Strategy Statement (TMSS) for 2025-26 was 

developed in consultation with our treasury management advisors, MUFG 
Treasury Services Ltd.  This statement also incorporates the Investment 
Strategy.  

  
1.3 Whilst the Council has appointed advisors to support effective treasury 

management arrangements, the Council is ultimately responsible for its 
treasury decisions and activity.  No treasury activity is without risk. The 
successful identification, monitoring and control of risk is therefore an 
important and integral element of treasury management activities. 

 
1.4 The Council has nominated the Audit & Governance Committee as responsible 

for ensuring effective scrutiny of the treasury management arrangements. 
 

1.5 Key points to note with specific regard to Treasury activity: 
 

• Central Banks in most developed economies took time to evaluate how the 
recent period of restrictive rates has impacted domestic inflation before 
they were willing to press on with a move toward a more accommodative 
monetary environment to support their respective economies along a 
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hoped-for smooth glide path into a soft landing.  The EU was an exception 
having already reduced its lending rate to 2% by period end. 

 
• Short, medium and long-dated gilts (and therefore our future borrowing 

rates) ground higher, more so than peers as markets factored in not only 
their expectation that inflation was not yet beaten but that in the UK at 
least fiscal constraints and exceptional levels of issuance merited 
additional premia. 

 
• After a bullish start to 2025, growth slowed in Q1 (+0.2%). Much of this 

was put down to businesses anticipating US Tariff Policy during the first 3 
months of 2025 and then reacting to its implementation in Q1 of our 
Financial Year, although sentiment surveys across the period appear to 
contradict this somewhat. Perhaps because the UK quickly struck an 
Accord, providing some clarity. 

 
• CPI inflation remained well above its target of 2% hitting 3.8% in July and 

August and expected to touch 4% in subsequent periods before gradually 
reducing although not expected to hit target now until late 2027 (Bank of 
England Forecast).  
 

• The continuation of restrictive policy by the Bank of England as it sought to 
contain inflation, provided further strong investment returns but also meant 
that borrowing remained significantly more expensive than our portfolio 
average rate. As a result, a strategy of deferring long-term commitment 
through use of reserves and short-term borrowing arrangements was 
adopted. 
 

• Higher investment returns, even with our cautious approach, has 
generated surplus income (above budget) of £0.669m during the period, 
and we are again on course to generate over £1m of investment income 
during the full financial year which is made available to fund frontline 
services.  
 

• The Treasury Management Strategy covers the Council’s treasury aims 
and principles. The Council also considers direct ‘commercial’ investments 
from time-to-time with the aim of generating financial return. Although 
reference is made to these types of investments in the TMSS’ these 
transactions are guided and limited by the Capital Strategy document. 

 

 
2. RISKS AND OPPORTUNITIES   

 
2.1 No Treasury activity is without risk. Specific risks include, but are not limited 

to, Counterparty Credit Risk (the risk of an investment not being repaid), 
liquidity risk (the risk that the Authority does not have its funds in the right 
place, at the right time and in the right amount to make it’s payments as they 
fall due), interest rate risk (the risk that future rate movements have a 
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revenue implication for the Authority) and reputational risk (see Section 4 
below).  

 
2.2  The attached Appendices define our approach toward mitigating these risks. 

 
2.3 Treasury is an Authority-wide function and its environmental sustainability 

and equalities implications are the same as for the Council itself.   
 

2.4 General Data Protection Regulation 2018 – Relationships with external 
providers covered by the Treasury management Practices are governed by 
and operated in accordance with the act. 
 

 
3. OTHER OPTIONS CONSIDERED  

 
3.1 These were set out on Page 30 of the Treasury Management Strategy 

Statement. 
 

4. REPUTATION AND COMMUNICATIONS CONSIDERATIONS  
 

4.1 As you would expect, with large sums of public money involved, any treasury 
  activity carries a high degree of reputational risk. Any losses have not just 

financial but also significant, ongoing resource implications for the Council. 
 
5. FINANCIAL CONSIDERATIONS  
 

5.1  As set out in the Appendices. 
 

6. CHILDREN AND YOUNG PEOPLE IMPLICATIONS 

6.1 As an Authority-wide corporate function, the immediate impacts of day-to-
day Treasury operations on children and young people are the same as for 
the Council as a whole. However, certain Treasury decisions, most notably 
those relating to long-term borrowing transactions, will place a greater 
burden on young residents, over time, relevant to other demographics. The 
benefits arising from capital schemes funded by borrowing will accrue to the 
advantage of younger residents, in the same way as they do for all past and 
future generations.   

 

7. CLIMATE CHANGE AND ENVIRONMENTAL IMPLICATIONS 

7.1 In line with the Authority’s declaration of a Climate Emergency, the S151 
Officer will aim to assess and monitor, not just Environmental but all, 
Environmental, Social and Governance (ESG) factors when selecting 
investment options.  

 
7.2 Full assessment is however restricted by the fact that, at the time of writing, 

there is no consistent rating framework with which to measure and benchmark 
specific counterparty ESG metrics.  
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7.3 The UK and EU have both announced their intentions to introduce regulation 

for ESG ratings providers, which should greatly aid assessment of the 
associated and relevant risks Counterparties present. Until this market data 
gap is fully resolved, our approach to managing the risks associated with the 
Environmental activities of our Counterparties is as follows: -  

 
•  As the Ratings Agencies headline ratings on our Counterparties now 

incorporate ESG risk assessments alongside more traditional financial risk 
metrics and so provide both an holistic risk measure and a proxy for ESG 
‘scoring’ in the absence of anything more robust 

 
• The Council will continue to Prioritise Security, Liquidity and Yield, in that  

order 
 

• The Council recognises that as large, global institutions our high-quality 
counterparties operate across the full range of marketplaces in which they 
are legally able to, and as a result climate change considerations are an 
increasingly important and heavily scrutinised part of their overall business.  

  
•  Excluding any one counterparty will likely mean others will similarly have to 

be avoided and thus impact the Authority’s capacity to mitigate risk through 
diversification.    

 
• The Council notes that bonds issued by Supranational institutions offer 

strong ESG credentials, combined with the explicit underwriting support of 
all major developed countries. This results in excellent ratings (typically AA+ 
- AAA) being applied. As such, the Council actively seeks exposure to these 
assets (commensurate with its investment horizon) and in doing so, 
contributes to market liquidity and therefore capital raising abilities of these 
bodies who then deploy that capital in ESG positive schemes. 

 
8.      FINANCIAL IMPLICATIONS   

 
8.1       As set out in the appendix. 
 
9. MONITORING COMMENTS 
 
9.1 In the opinion of the author, this report does not contain recommended 

changes to policy or resources (people, finance or physical assets). As a 
result no monitoring comments have been sought from the Council's 
Monitoring Officer (Chief Legal Officer) or AD People and OD. 

 
10. BACKGROUND PAPERS  

 
10.1 CIPFA Treasury Management Code and Guidance Notes 
 
10.2 Treasury Management Strategy Statement 2025-26  
 
10.3 Capital Strategy Statement 2025-26 
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11. CONTACT OFFICER(S)  
 

Guy Lonsdale, Section 151 Officer (Interim)  
 
Samantha Buckley, Strategic Lead, Financial Planning 
(Samantha.buckley@nelincs.gov.uk) 
 

 
Guy Lonsdale,  

Section 151 Officer (Interim) 
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Treasury Half-year
Report 2025/26
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Abbreviations Used In This Report

3

CDS: Credit Default Swaps. Financial contracts in which the buyer purchases 
protection against loses on default of a counterparty. The price of the ‘insurance 
premium’ is therefore a good guide to perceived risk
CFR: capital financing requirement - the council’s annual underlying borrowing need 
to finance capital expenditure and a measure of the council’s total outstanding 
indebtedness.
CIPFA: Chartered Institute of Public Finance and Accountancy – the professional 
accounting body that oversees and sets standards in local authority finance and 
treasury management.
ESG: environmental, social, and governance. A set of non-financial aspects 
considered when evaluating investments with counterparties
Gilts: bonds issued by the UK Government to borrow money on the financial 
markets. The yields on Gilts change inversely to the price of gilts i.e. a rise in the 
price of a gilt will mean that its yield falls.
LOBO: a loan carrying provision for the lender to periodically amend the interest rate 
applicable. If the lender chooses to exercise this option the borrow then receives the 
secondary option to choose to repay the loan without penalty.
MHCLG: The Ministry of Housing, Communities and Local Government
MRP: minimum revenue provision - a statutory annual minimum revenue charge to 
reduce the total outstanding CFR, (the total indebtedness of a local authority).
PWLB: Public Works Loan Board – the section within H.M. Treasury which provides 
loans to local authorities to finance capital expenditure.
S151 Officer: an Officer appointed under section 151 of the Local Government Act 
to carry out the duties of ‘Responsible Financial Officer’ as defined by CIPFA
SONIA: Sterling Overnight Index Average, the ‘risk-free’ rate for market transactions.
TMSS: the annual treasury management strategy statement reports that all local 
authorities are required to submit for approval by the full council before the start of 
each financial year. 15



S151 Officer OverviewKey Messages:

All investment and 
borrowing transactions 
were in line with the 
Approved 2025-26 
Treasury Strategy.

There are no necessary 
in-year  policy changes 
to the TMSS; the details 
in this report update the 
half-year position 
against the updated 
economic environment 
and any budgetary 
changes already 
approved.

Our revised central case 
for rates is now for 
short-term interest rates 
to fall only slightly from 
their current level of 4% 
to somewhere in the 
range 3-3.25% over the 
next 18 months or so. 
Uncertainty remains 
however and the 
implications for both 
investment income and 
borrowing cost will be 
closely monitored.

The Council operates a balanced budget, which broadly means cash raised during the year will meet its non-capital 
expenditure, however there will always be timing differences in how funds are received, and expenses settled.  A 
fundamental element of treasury management is to ensure this cash flow is adequately planned, with surplus 
monies being invested in low-risk counterparties, whilst retaining adequate liquidity and finally seeking appropriate 
investment return, consistent with those two primary objectives. 

Our 2025-26 Treasury Strategy was tailored to allow the Council to manage risks related to cash investments and 
has, once again, stood up well to the ongoing pressures presented by persistent inflation and elevated interest 
rates, both of which exceed our default expectations going into the period. Being able to manage circumstances a 
standard deviation or two beyond that expected is a key determinant of successful Treasury Management delivery. 
Rare or ‘once in a generation/lifetime’ events happen more regularly than you'd think. The role of Treasury 
Management at North East Lincolnshire Council is to ensure those occurrences do not endanger the larger mission 
of the Authority.

To deliver that high level brief, the main functions of Treasury are divided into 4 main elements:-
1. The arrangement of funding for the Council’s capital plans.  These capital plans provide a guide to the 

borrowing need of the Council, essentially the longer-term cash flow planning to ensure the Council can meet 
its capital spending plans as they fall due.  This management of longer-term cash may involve arranging long or 
short-term loans or using longer-term cash flow surpluses. Occasionally, debt previously drawn may be 
restructured to meet Council risk or cost objectives. 

2. Safeguarding surplus funds – investing the Council’s funds in line with the principles of Security, Liquidity and 
Yield orders of priority.

3. Day-to-day cash flow management – ensuring the Authority has funds available in the right place, at the right 
time, in the right size to meet its payment obligations as they fall due.

4. Horizon scanning of financial data and market intelligence and sharing this with the wider organisation as 
appropriate to help inform strategic decision making.

In an elevated rate environment, such as that seen over the last two years, we have opted for shorter term 
borrowing, to ‘ride out’ the cycle before locking in loans for the long-term. Higher than anticipated rates have 
booseted our investment return. Income that is now available to support services. At the time of writing, rates were 
expected to now only reduce slowly from their current level of 4%, meaning our income generated will hold up. 
However, increases in long-term rates will likely meant borrowing will become more expensive over time. We 
continue to monitor rate paths and develop a borrowing strategy that best meets the requirements of the Authority’s 
plans.

Guy Lonsdale, Interim S151 Officer
Oct 2025
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Introduction and External ContextKey Messages:

No Treasury activity is 
without risk. These risks 
include, but are not 
limited to, Credit Risk, 
Liquidity Risk, Interest 
Rate Risk, Inflation Risk 
and Reputational Risk.

The Council uses in-
house knowledge, 
advisors (MUFG 
Treasury Services), 
treasury management 
software (Treasury Live)  
and the CIPFA Treasury 
Management Code to 
manage these risks.

Scrutiny of Treasury 
activity is undertaken by 
Audit  and Governance 
Committee and reported 
twice-yearly to Full 
Council. Updates on 
Prudential Indicators are 
also provided as part of 
quarterly budget 
updates Reports.

This report has been written in accordance with the requirements of the Chartered Institute of Public 
Finance and Accountancy’s (CIPFA) Code of Practice on Treasury Management (revised 2021) to 
provide a review of treasury management activities and the actual prudential and treasury indicators 
for 2025-26.  This report meets the requirements of both the CIPFA Code of Practice on Treasury 
Management, (the Code), and the CIPFA Prudential Code for Capital Finance in Local Authorities, (the 
Prudential Code). 

CIPFA is currently consulting local authorities in respect of potential changes to the Codes.  At the 
time of writing, the focus seems to primarily be on the Non-Treasury investment aspects of local 
authority activity.  Officers will provide an update on any material developments/changes in due 
course. The Authority responded to the Consultation in October.

This report covers the following:
• An economic update for the 2025-26 financial year;
• A review of the Treasury Management Strategy Statement and Annual Investment Strategy;
• The Council’s capital expenditure, as set out in the Capital Strategy, and prudential indicators;
• A review of the Council’s investment portfolio in 2025-26;
• A review of the Council’s borrowing strategy for 2025-26;
• A review of any debt rescheduling undertaken during 2025-26;
• A review of compliance with Treasury and Prudential Limits for 2025-26.

The Authority 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 regulatory environment places responsibility on members for the review and scrutiny of treasury 
management policy and activities.  This report is, therefore, important in that respect, as it provides an 
updated position for treasury activities and highlights compliance with the Council’s policies previously 
approved by members. 

This Council confirms that it has complied with the requirement under the Code to give prior scrutiny 
to the above treasury management report by the Audit Committee before they were reported to the full 
Council.  Member training on treasury management issues is provided annually by our retained 
Advisors to support members’ scrutiny role.

5
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Introduction and External ContextKey Messages:

The Council has taken a 
cautious approach to 
investing but is also 
fully appreciative that 
the external risk 
environment is very 
much shaped by 
developments around 
inflationary pressures 
and economic outlooks.

As of October 2025 our 
advisors, MUFG, are 
forecasting that Bank 
Rate will continue slowly 
easing from its current 
level of 4%. Central 
Banks globally remain 
committed to taming 
inflation but have now 
also shifted to 
maintaining a close 
watch on growth 
slowdowns which, were 
they to materialise, 
would likely require a 
much swifter reduction 
in rates. In summary, the 
picture over the next 12 
months is one of 
marginally lower rates 
but retains a large 
degree of uncertainty.

Having risen from historic lows since the end of 2021, rates peaked at 5.25% in 2023 following 14 
consecutive increases by the Bank of England before the first cut in Aug 2024 in what is believed to 
be a gradual loosening cycle. 

The Council has appointed MUFG as its treasury advisors and part of their service is to assist the 
Council to formulate a view on interest rates. MUFG’s expectation for interest rates within the treasury 
management strategy for 2025-26 was that Bank Rate would fall to 3.75% by March 2026. 
Subsequent data has been supportive of this forecast. MUFG now expect that rates will continue to 
decline slowly through subsequent periods to a cycle low of 3.25% in 2028. We are cognisant that a) 
our longer PWLB term rates are built on forecast rate paths and so lead actual Bank of England 
announcements, b) historic data show that markets often under-estimate the pace of rate changes 
over a full cycle, opening the possibility that longer-term rates will have to ‘catch-up’ and c) rates are 
not likely to revert to near zero and so the Authority’s borrowing costs are expected to rise sharply 
over the next 3 years as capital spend is committed and existing debt matures and is replaced. 

Falling rates will hit our investment returns but savings – on budgeted debt cost – may appear if 
material capital items are re-profiled (into a cheaper rate environment)
. 
Key economic data during the period saw:-
• Interest rates continue to ease, taking Bank Rate from 4.5% down to 4% at period end.
• Short, medium and long-dated gilt yields however remain elevated on the back of concerns around 

structural inflation, issuance and restricted fiscal flexibility.
• A 0.3% pick up in GDP for the period April to June 2025. Subsequently, the economy flatlined in 

July, with higher taxes for businesses restraining growth.
• CPI inflation has ebbed and flowed but finished September at 3.8%, whilst core inflation eased to 

3.6%.
• A cooling in labour market conditions, but only limited signs that it has led to an easing in wage 

growth (as average earnings rose at an annual rate of 4.8% in July).

The Authority does not typically have sufficient surplus cash balances to be able to place deposits for 
more than around six months so as to earn higher rates from longer deposits.  In a declining rate 
environment this has the negative effect of investment rates rate reductions applying more quickly but 
would usually also offer up lower borrowing rates, which ultimately is of greater value to the Authority.

6
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Local Context
Key Messages:

The Treasury 
Management Strategy 
Statement, (TMSS), for 
2025-26 was approved by 
this Council in February 
2025. No changes are 
considered 
necessary despite the 
continued uncertainty 
around inflation and rate 
forecasts.

The Authority has an 
increasing CFR over the 
next three years due to 
the capital programme, 
and with reduced 
investments will 
therefore need to borrow 
up to £73m over the next 
few years. An additional 
£48m will be required to 
replace maturing loans.

Since the Global 
Financial Crisis, the 
Authority has adopted a 
cautious approach 
whereby investments are 
framed by low 
counterparty risk 
considerations, the 
trade-off being lower 
overall returns.

The Treasury Management Strategy Statement, (TMSS), for 2025-26 was approved by this Council 
on 21 February 2025.

No in-year policy changes to the TMSS are necessary – pleasing to note in exacting economic 
circumstances; the Strategy did its job in protecting public funds whilst allowing sufficient flexibility 
to cope with challenging operational demands. 

Gross borrowing and the Capital Financing Requirement (CFR) - to ensure that borrowing 
levels are prudent over the medium term and only for a capital purpose, the Council must ensure 
that its gross external borrowing does not, except in the short term, exceed the total of the capital 
financing requirement in the preceding year plus the estimates of any additional capital financing 
requirement for the current and next two financial years.  Compliance shows that the Council is not 
borrowing to support revenue expenditure.  

The table below highlights the Council’s gross borrowing position against the CFR.  The Council 
has complied with this prudential indicator, and we are on target to achieve the original forecast.

The overall level of investment balances fluctuated during the period as the Authority utilised a mix 
of internal borrowing and short-term loans to both defer more expensive long-term borrowing and 
minimise its credit risk exposure. The growing under-borrowed position is typical for similar 
authorities but still represents increased interest rate risk to be managed. 

31 March 2025 
Principal

Rate/ 
Return

Average 
Life yrs

30 September 2025 
Principal

Rate/ 
Return

Average 
Life yrs

Total debt £188.9m 4.05% 17.8 £166.8m 3.76% 19.3
Capital Financing 
Requirement (CFR) £233.6m Est £241.3m

Over / (under) borrowing (£44.7m) (£73.2m)

Total investments £31.2m 4.44% 0.1 £31.7m 3.98% 0.1

Net debt £157.7m £135.1m
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Borrowing Strategy
Key Messages:

When undertaking new 
borrowing the Council 
will review both the 
source and tenure of 
loans it seeks to take.

At 30/09/2025 the 
Authority held £167m of 
loans, (down £22m in the 
period) as a 
consequence of funding 
prior years’ capital 
programmes. 

Other Liabilities shown 
across reflect lease 
liabilities brought ‘on-
balance sheet’ under 
IFRS16.

The Council’s current 
borrowing portfolio is 
predominantly of a long-
term and fixed nature. 
Whilst this provides 
certainty of cost it can 
restrict flexibility to 
restructure debt as plans 
and finances change. 

The first key control over treasury activity is the Capital Financing Requirement (CFR), a prudential 
indicator designed to ensure that over the medium term, net borrowing (borrowings less investments) 
will only be for a capital purpose.  Gross external borrowing should not, except in the short term, 
exceed the total of CFR in the preceding year plus the estimates of any additional CFR for 2025-26 
and next two financial years.  This allows some flexibility for limited early borrowing for future years.  
The Council has approved a policy for borrowing in advance of need which will be adhered to if such 
borrowing proves prudent, meets the CFR criteria above and after due evaluation is believed to 
represent a Value for Money proposition.

The structure of our debt portfolio as at 30.09.2025 is shown below

*Figures are rounded so may not aggregate to total shown

2025/26 Outturn  
Original Estimate 

£m

Mid-year 
Position 
30/09/2025
£m

Revised 
2025-26 Final 
Position  
£m

Borrowing 199.3 166.8 192.9

Other Long Term liabilities 4.0 6.5 7.7

Total debt 203.3 173.3 200.6

CFR (year end position) 260.6 241.3 (est) 252.1 (est)

Type of Loan Amount % of Portfolio

PWLB Fixed £94.1m 56%

LOBO £11.0m 7%

Market Fixed £36.7m 22%

Short-term Fixed £25.0m 15%

Variable Rate £0.0m 0%

Total £166.8m
8
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Borrowing Strategy (continued)Key Messages:

Affordability and the 
“cost of carry” remained 
strong influences on the 
Authority’s borrowing 
strategy. As interest 
rates rose, we arranged 
£45m of new loans over 
several start dates and 
periods of up to a year 
(details on P11) to 
secure sufficient funding 
to meet the Council’s 
cash flow needs whilst 
deferring long-term 
borrowing until the peak 
in the cycle passed. 

Borrowing short-term 
from other local 
authorities provides a 
useful source of funding 
below current long-term 
rates and with the ability 
to exit loans within a 
reasonable timeframe.

It remains true though 
that future borrowing 
will now be more 
expensive than current 
portfolio average rates 
(at current 
rates/projections)

• During the period, the Council maintained an under-borrowed position.  This means that the capital 
borrowing need, (the Capital Financing Requirement), was not fully drawn in loan debt, as cash 
supporting the Council’s reserves and cash flow was used as an interim measure. This strategy 
was prudent as it minimises cost of carry. Reduced counterparty risk is also a factor.

• The policy of delaying new borrowing by utilising spare cash balances and securing short-term 
loans from other local authorities, has served well in recent years.  However, we are conscious that 
the Authority has a significant long-term borrowing requirement to finance its capital spend and so, 
should long term rates show signs of reducing materially in anticipation of future Bank of England 
rate cuts, we will actively assess whether a proportionate amount of new long-term borrowing is 
merited, in order capture those reductions should they materialise. While no-one knows where 
rates will ultimately settle, it is not anticipated that we return to a scenario where rates are near 
zero for another decade without another seismic exogenous shock akin to the Global Financial 
crisis or Covid-19. All types of borrowing will therefore be kept under review, with a default view 
that a ‘mix’ of short and long-term now makes some economic sense.

• It is anticipated that further borrowing will be undertaken during the 2025-26 financial year.

• Regardless of the economic background there are always risks within any forecast, so caution is 
adopted within treasury operations. The S151 Officer monitors interest rates in financial markets 
and will adopt a pragmatic strategy based upon the following general principles to manage interest 
rate risks :

• where there was a significant perceived risk of a sharp FALL in long and short term rates, (e.g. due to a 
marked increased risk of recession or risks of deflation), then long term borrowings will be postponed, and 
potential rescheduling from fixed rate funding into short term borrowing may be considered. 

• if it was felt that there was a significant risk of a sharp RISE in long and short term rates, perhaps arising 
from ‘sticky’ inflation or Sterling weakness, then the portfolio position would be re-appraised. Our starting 
point in such circumstances would be to shorten the length of any loans arranged and re-profile once rates 
showed signs of declining.

• Clearly there is a window between the two scenarios above where rates fall sufficiently to make a 
proportionate amount of new long-term borrowing warranted.
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Borrowing Strategy (continued 2)Key Messages:

The Authority’s 
traditional source of 
long-term borrowing is 
the Public Works Loan 
Board (HM Treasury).

The rate at which the 
Authority can borrow is 
determined by the Gilt 
Market (the 
Government’s own 
primary source of 
borrowing) and 
fluctuates with market 
conditions. On top of 
this ‘core rate’ PWLB 
apply a margin, typically 
0.8% for NELC.

Following a series 
of  cuts in 2024-25, rates 
have continued to 
decline quarterly in the 
first half of 2025-26 
rates. By period 
end however, the pace 
of reductions was 
expected to slow 
materially as the Bank 
weighs action to combat 
inflation stubbornness 
against slowing growth.

PWLB rates are based on gilt (UK Government bonds) yields with H.M.Treasury determining a 
specified margin to add to gilt yields.  The main influences on gilt yields are Bank Rate, inflation 
expectations, movements in global yields and Defined Benefit Pension Scheme liabilities. 

The current margins over gilt yields are as follows: -.
• PWLB Standard Rate is gilt plus 100 basis points (G+100bps)
• PWLB Certainty Rate is gilt plus 80 basis points (G+80bps)
• Local Infrastructure Rate is gilt plus 60bps (G+60bps) for targeted schemes
• National Wealth Fund lending is gilt plus 40bps (G+40bps) – subject to scheme criteria being met
with rates being revised twice daily.

The past six months has seen near constant pressure being exerted on medium and longer dated gilt 
yields. The yield on the key 10-year gilt rose from 4.4% in early April to 4.8% in mid-April following 
wider global bond market volatility stemming from the “Liberation Day” tariff announcement, before 
easing back as trade tensions began to de-escalate. By the end of April, the 10-year gilt yield had 
returned to 4.4%. In May, concerns about stickier inflation and shifting expectations about the path for 
interest rates led to another rise, with the 10-year gilt yield fluctuating between 4.6% and 4.75% for 
most of May. Thereafter, as trade tensions continued to ease and markets increasingly began to price 
in looser monetary policy, the 10-year yield edged lower, and ended Q2 at 4.50%.

Our expectation for interest rates going forward
Whilst rates have started to move lower, it is not our current base case that they revert to the ultra-low 
levels of the last decade. Indeed, the current view is that rate paths are still to be fully 
determined. Should inflation not trend back down to the target of 2% rate cuts will need to be paused 
or even reversed. Conversely, if signs of faster than desired contraction appear then the bank will 
have to increase the pace of cuts to stimulate activity again. History suggests that ‘soft-landings’ (the 
taming inflation without causing a recession and job losses), whilst not impossible, is a difficult trick to 
pull off.

Borrowing in advance of need       
The Council has not borrowed more than, or in advance of its needs, purely to profit from the 
investment of the extra sums borrowed, so expects to retain access to PWLB.  The forward starting 
loans recently arranged were secured to meet a portion of the anticipated requirement over the next 
year, while lower rates remained accessible. 10
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Borrowing Strategy (continued 3)Key Messages:

Several loans were 
agreed during 2025-26 to 
support the Council’s 
Capital Plans and 
refresh maturing loans.

Debt rescheduling 
opportunities have 
increased as rates have 
risen.  A small amount 
(£0.225m) of long-term 
debt was repaid early 
during 2024-25 as the 
Authority sought to take 
advantage of peak rates 
to exit its more 
expensive historic debt 
(carrying rates above 
6%) as efficiently as 
possible. Further 
rescheduling will 
continue to be 
considered if it can 
deliver (net) long-term 
savings. 

Rates are currently 
expected to decline only 
slowly over the next 2 
years to settle above 3%

Borrowing – the following loans were arranged during the period: 
Counterparty Start Date Maturity Date Amount Rate

East Devon District Council 01/04/2025 28/05/2025 £3,000,000 4.50%

Causeway Coast and Glens BC 04/04/2025 04/07/2025 £4,000,000 4.50%

Shropshire Fire and Rescue Service 07/04/2025 29/07/2025 £2,000,000 5.10%

Middlesborough Council 07/04/2025 09/06/2025 £5,000,000 4.80%

Middlesborough Council 16/04/2025 16/06/2025 £5,000,000 4.60%

Greater Manchester Combined Authority 25/04/2025 25/09/2025 £5,000,000 4.30%

Hertsmere BC 30/05/2025 30/10/2025 £5,000,000 4.25%

PWLB 26/06/2025 24/06/2050 £1,203,000 5.55%

London Borough of Havering 12/09/2025 19/12/2025 £5,000,000 4.15%

South Yorkshire Combined Authority 15/09/2025 31/03/2026 £10,000,000 4.15%

The PWLB loan listed above was taken to fund a matching loan to E-Factor Limited on which the 
Authority charges 1% additional interest. For the time being we are arranging loans to meet cash 
flow as and when required at terms out to 12-months.

Debt rescheduling 
No debt rescheduling was undertaken during the period. Rescheduling will continue to be 
considered if it could deliver (net) long-term savings. 

During the period, officers, supported by our advisors, explored a potential restructuring of the 
Dexia LOBO loan. Ultimately, it was felt that the proposed deal was weighted too heavily in the 
lenders favour and didn't offer sufficient real savings to NELC to warrant taking forward. It is now 
expected that Dexia will call their loan at the end of October. Short term funds have been secured 
(at a lower rate) to allow the Authority to exercise its secondary option to repay at that point 
without penalty and the debt will be re-phased more in line with the Liability Benchmark over time 
thereafter.
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Investment ActivityKey Messages:

The Authority has held 
significant invested 
funds, representing 
income received in 
advance of expenditure 
plus balances and 
reserves held.  These 
funds are temporarily 
invested to generate a 
return until they are 
needed.

The investment activity 
during the year 
conformed to the 
approved strategy, and 
the Council had no 
liquidity difficulties. 

All other things being 
equal we would expect 
to see balances fall each 
year by the amount of 
corporately funded 
capital expenditure less 
any new borrowing.

The Authority is again 
on course to generate 
over £1m of income from 
its temporary financial 
investments during 
2025-26.

The Authority holds significant invested funds, representing income received in advance of 
expenditure plus balances and reserves held.  These funds are temporarily invested to generate a 
return until they are needed.

During 2025-26 total investment balances ranged between £17.7m and £73.6 million. The average 
balance maintained was £42m with a weighted average maturity of 12 days. During the period our 
target rate of 7-day SONIA was 4.18%. We out-performed the benchmark (achieving an average 
return of 4.21%). This reflects the slightly longer average maturities (mainly T-Bills) maintained during 
the period which garners higher yields – without jeopardizing liquidity. At period end we were earning 
an average yield of 3.98% vs 7-day SONIA at 3.97%.

Our investments generated £0.894m of income during the first half of 2025-26 and are on target to 
generate in excess of £1m of income for the Authority in the full year to 31 March 2026.

Investment Policy – the Council’s investment policy is governed by MHCLG guidance, which has 
been implemented in the annual investment strategy approved by the Council. Investment activity 
during the year conformed to the Investment Strategy for 2025-26 which aimed to reduce risk by;

– Setting value and term limits for counterparties based on Credit rating, available collateral 
and sector.

– Utilising data tools available online and MUFG Treasury Services to monitor risk.
– Ensuring a minimum level of liquidity was maintained to allow payments to be made as 

they fell due
The Council aims to achieve an adequate return (yield) on its investments commensurate with having 
prioritised security and liquidity. It is considered appropriate to keep investments short term to cover 
cash flow needs using our suggested creditworthiness approach, including a minimum sovereign 
credit rating and Credit Default Swap (CDS) overlay information.

Creditworthiness – Credit metrics for the financial institutions we interact with remained robust 
during the period. US Regional Banks and Credit Suisse in 2023 aside, the ‘damage’ resulting from 
global rates moving rapidly from zero to 5% has been remarkably light. This has prompted Regulators 
to begin rolling back some of the protections introduced following the Global Financial Crisis. We are 
keeping a close eye on any changes to risk profiles. No changes to TMSS limits, or indeed (more 
restrictive) operational limits were necessary during the period. 
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Investment Activity
Key Messages:

Eliminating Credit Risk 
by maintaining lower 
balances whilst still 
ensuring adequate 
liquidity therefore 
remains a key strand of 
operational activity. It 
also reduces ‘cost of 
carry’ i.e. the spread 
between the rates we 
can obtain from 
investments versus 
those payable on our 
borrowing.

Investments
Balance on 

31/03/2025  
£m

Investments 
Made

£m

Maturities/ 
Investments Sold 

£m

Balance on 
30/09/2025  

£m

Avg Rate/Yield (%) 
and

Avg Life (years)

UK Government:
- DMADF
- Treasury Bills/Gilts

21.2
0.0

316.5
12.9

(319.2)
(9.9)

18.5
3.0

4.23%  10 days
4.22%  52days

Bonds issued by Multilateral 
Development Banks

0.0 0.0 (0.0) 0.0 N/A

Direct Unsecured Investments (call 
accounts, deposits) with financial 
institutions 
- rated A- or higher
- rated below A-

0.6
-

17.5 (17.5) 0.6 3.23% at Call

Tradable Investments with Financial 
institutions Corporates (CDs) rated 
A- or higher

0.0 1.0 - 1.0 4.10%  141 days

Money Market Funds 9.4 21.0 (21.7) 8.7 4.23% at Call

TOTAL INVESTMENTS 31.2 368.8 (368.3) 31.8 4.21% 12 days

Increase/ (Decrease) in Investments 
£m

0.5

• *Figures are rounded so may not aggregate to total shown

• Given the relatively poor risk-reward returns from short-term unsecured bank 
investments, but lacking funds available for longer-term investment, the Authority is 
unable to simply diversify into more secure and/or higher yielding asset classes such 
as repurchase agreements or covered bonds which are secured on financial assets. 
Eliminating Credit Risk by maintaining lower balances whilst still ensuring adequate 
liquidity therefore remains a key strand of operational activity, subject to liquidity 
considerations. It also reduces ‘cost of carry’ i.e., the spread between the rates we 
can obtain from investments and those payable on our borrowing.

13
25



Investment Activity (contd.)
Key Messages:

Counterparty credit 
quality is assessed and 
with reference to credit 
ratings (the Authority’s 
minimum long-term 
counterparty rating for 
institutions defined as 
having “high credit 
quality” is A-); credit 
default swap prices, 
financial statements, and 
reports from quality 
financial news feeds. 

Figuratively the 
Authority’s risk profile 
remained stable during 
the period, (with a 
narrow set of 
counterparties our risk 
profile primarily moves 
with UK sovereign rating 
where there were no 
changes during the 
period). 

Our strategy to favour 
holding short-term Multi-
lateral Bank Bonds 
hasn’t been warranted 
during the period as 
availability in tenors that 
suited cash flow wasn’t 
at adequate levels. 

Credit Risk
Counterparty credit quality as measured by credit ratings is summarised below:

Scoring: 
-Value weighted average reflects the credit quality of investments according to the size of the deposit
-Time weighted average reflects the credit quality of investments according to the maturity of the deposit
-AAA = highest credit quality = 1
- D = lowest credit quality = 26
-Aim = A- or higher credit rating, with a score of 7 or lower, to reflect current investment approach with main focus on security

Credit risk (as defined by Credit Swap premia) remained low during the period as it became clearer 
that the series of rapid global rate rises on bank Balance Sheets was being successfully 
accommodated. The table above suggests that our own average risk also remained very low. Several 
factors contributed to this:-
• The scores above reflect Credit Rating Agencies ratings. These are far less ‘agile’ than Credit 

Default Swap (CDS) rates, so there may be Outlook changes and Watch changes prior to ratings 
being changed in a deteriorating financial environment. Changes to the UK Sovereign Rating in 
either direction can directly affect banks own ratings due to country exposure. 

• Our strategy to favour holding short-term Multi-lateral Bank Bonds hasn’t been possible during the 
period as availability in tenors that suited hasn’t been sufficient. These instruments are typically 
AAA-rated thanks to their enshrined callable capital claims on the World’s major developed 
countries. They have the additional positive characteristic of possessing strong ESG credentials.

• NELC largely seeks to avoid direct bank exposure and where we do invest it is generally on a call 
or tradeable basis.

Date Value Weighted Average – 
Credit Risk Score

Value Weighted Average – 
Credit Rating

31/03/2025 3.13 AA

30/06/2025 2.85 AA

30/09/2025 3.19 AA
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Investment Activity (contd.)Key Messages:

In an environment where 
direct unsecured bank 
deposits present 
increased 
uncompensated risk, 
NELC sought to avoid 
this imbalance by 
utilising UK Government 
based investments and 
diversified funds.

Ultimately, we seek to 
minimise counterparty 
risk by limiting our cash 
levels whilst still 
maintaining adequate 
liquidity.

There were no 
operational breaches of 
the limits set in the 
TMSS during the period.

Benchmarking
• Comparisons are made to other Authorities using the Treasury Live database which looks at almost 

£11Bn of local Authority investments. As at the period end this showed that other Authorities:-

– Hold more cash than NELC. Average balance £137m (estimated) vs £32m at NELC
– Invest for longer periods. 124 days on average vs only 13 days at NELC
– Take more risk than us collectively. 
– Deliver lower return than us. 3.84% vs 3.98 at NELC%

• The above shows how the Council has been able to take advantage of rising rates. NELC is of the 
view that, in a post Bail-in environment, elimination of credit risk through lower balances is worth 
potential lower overall return. To ensure this strategy does not replace credit risk with liquidity risk 
NELC maintains a liquid balance at least £10m (roughly equivalent to peak weekly cash outflows). 

• Also important to note that the benchmarking group pays a similar average rate of 3.7% as NELC 
on its aggregated £30Bn of debt.

• Whilst we monitor performance against data on 80 other Authorities’ activity (as summarised above) 
on a monthly basis, we have previously obtained additional specific data on what Unitary Authorities 
(like NELC), were investing in, to ensure we are not ‘missing out’ on anything those ‘peers’ are 
doing. Data was shared with us (confidentially and anonymised) by our Advisors, MUFG Treasury 
Services. Against this narrower group we were ‘in the bunch’ with the only difference being those 
who lent (sometimes long-term) to other Authorities. We reviewed the data and considered LA 
lending but for the time being the S151 Officer has taken the decision not to do so against a 
background of recent challenges and s114 notices in the sector.

Operational Breaches

• There were no operational breaches of the limits set in the TMSS during the period.
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Compliance with Prudential Indicators
Key Messages:

The Authority confirms 
compliance with its 
Prudential Indicators for 
2025-26, which were set 
in February 2025 as part 
of the Authority’s 
Treasury Management 
Strategy Statement. 

Treasury Management Indicators
The Authority measures and manages its exposures to treasury management risks using the following 
indicators.

Interest Rate Exposures: This indicator is set to control the Authority’s exposure to interest rate risk.  
The upper limits on fixed and variable rate interest rate exposures, expressed as the proportion of net 
principal borrowed will be:

*= Peak position for 2025-26

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

Time periods start on the first day of each financial year. The maturity date of borrowing is the earliest 
date on which the lender can demand repayment. Note: LOBO option dates are included as potential 
repayment dates. 

2025-26 2026-27 2027-28

Upper limit on fixed interest rate exposure £310m £330m £340m

Actual* £147m £198m (est) £212m (est)

Upper limit on variable interest rate exposure £80m £80m £80m

Actual* £48m £45m (est) £45m (est)

Upper Lower Actual

Under 12 months 70% 10% 30%

12 months and within 24 months 30% 0% 2%

24 months and within 5 years 30% 0% 7%

5 years and within 10 years 30% 0% 10%

10 years and within 20 years 30% 0% 9%

20 years and within 30 years 50% 0% 23%

Over 30 years 75% 10% 18%
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Prudential Indicators (The Liability Benchmark.)Key Messages:

A minimum cash balance 
of £10m will be 
maintained to ensure 
forecast liquidity needs 
are met.

The gap between the 
blue columns and green  
line in the Liability 
Benchmark chart shown 
here depicts the 
additional borrowing 
need the Authority 
currently projects – a 
peak requirement of 
£119m new loans by the 
end of 2027-28 – 
including replacement of 
maturing debt.

Before new long-term 
borrowing is entered 
into the Authority will 
have regard to the 
Liability Benchmark and 
its underlying 
assumptions will be 
assessed for their 
continuing prudency, 
with revisions made 
where necessary.

CIPFA Guidance requires the use of the Liability Benchmark tool as a formal Prudential Indicator. 
NELC used, reported and provided Member training on this Benchmark for several years prior to its 
adoption by CIPFA.

The Benchmark forecasts our need to borrow over a 50+ year period. This aids decision making when 
it comes to the quantum and term to be chosen, the aim being to avoid cost of carry revenue 
implications and avoid the trap of defaulting to ultra-long tenors just because the yield curve tail slopes 
downward. It represents the level of our anticipated borrowing and in the ordinary course of business 
would not be expected to be exceeded. It therefore should closely mirror the Operational Boundary.
The benchmark assumes:
• lower future capital expenditure funded by borrowing beyond the current programme on 

average
• minimum revenue provision on new capital expenditure based on an annuity profile of c30 

years average
• No changes to Reserves beyond the current MTFP period (3 years)
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Compliance with Prudential Indicators (contd.)Key Messages:

For 2025-26 a minimum 
cash level of £10m was 
targeted and there were 
no breaches of this, or 
other Indicators. 

Principal Sums Invested for Periods Longer than 365 days: The purpose of this indicator is to 
control the Authority’s exposure to the risk of incurring losses by seeking early repayment of its 
investments.  The limits on the total principal sum invested to final maturities beyond the period end 
will be:

Security: The Authority has adopted a voluntary measure of its exposure to credit risk by monitoring 
the value-weighted average credit rating of its investment portfolio.  This is calculated by applying a 
score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted by the 
size of each investment.

Liquidity: The Authority has adopted a voluntary measure of its exposure to liquidity risk by 
monitoring the amount of cash available to meet unexpected payments within a rolling one-week 
period, without additional borrowing.

2025/26 2026/27 2027/28

Limit on principal invested beyond 365 days £11m £11m £11m

Actual £0m £0m £0m

Target Actual

Portfolio average credit rating A AA

Target Actual  (Low)

Total cash available within 1 month £10m £18m
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Compliance with Prudential Indicators (contd.)
Key Messages:

Borrowing remains 
comfortably below 
control levels as a result 
of continued internal 
borrowing support for 
the Capital Programme.

Borrowing levels were 
projected to be £199m at 
the end of 2025-26 when 
the TMSS was set in Feb 
2025.  Half-way through 
the year this outturn is 
now projected to be 
£193m due to changes in 
anticipated delivery of 
the Capital Programme.

Lease liabilities under 
IFRS16 Accounting 
Rules are now included 
under 'Other Long-Term 
Liabilities'. 

Other Prudential Indicators

The following prudential indicators are relevant to the treasury function as they concern limits on 
borrowing and the adoption of the CIPFA Treasury Management Code.

Operational Boundary for External Debt: The operational boundary is based on the Authority’s 
estimate of most likely, i.e. prudent, but not worst-case scenario for external debt. 

Authorised Limit for External Debt: The authorised limit is “affordable borrowing limit” required by 
s3 of the Local Government Act 2003.  Once this has been set, the Council does not have the power 
to borrow above this level. The table below demonstrates that during 2025-26 the Council has 
maintained gross borrowing within its authorised limit. 

Adoption of the CIPFA Treasury Management Code: The Authority adopted the Chartered Institute 
of Public Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 
2021 Edition in February 2023.

Operational Boundary
2024/25

£m
2025/26

£m
2026/27

£m
2027/28

£m

Borrowing £230m £250m £260m £270m

Other long-term liabilities £30m £20m £20m £20m

Boundary for Total Debt £260m £270m £280m £290m

Authorised Limit
2024/25

£m
2025/26

£m
2026/27

£m
2027/28

£m

Borrowing Limit £260m £280m £300m £310m

Other long-term liabilities £40m £30m £30m £30m

Total Debt Limit £300m £310m £340m £340m

Projected Peak Debt levels £189m £193m £232m £241m
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Compliance with Capital Finance Prudential Indicators 
Key Messages:

The Local Government 
Act 2003 requires the 
Authority to have regard 
to CIPFA’s Prudential 
Code for Capital Finance 
in Local Authorities (the 
Prudential Code) when 
determining how much 
money it can afford to 
borrow. 

The Authority confirms 
compliance with its 
Capital Finance 
Prudential Indicators for 
2025-26, which were set 
in February 2025 as part 
of the Authority’s 
Treasury Management 
Strategy Statement. 

Changes to the 2025-26 
and later programmes 
may occur as these are 
progressed in the 
coming months.

The Local Government Act 2003 requires the Authority to have regard to CIPFA’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 Authority has fulfilled these objectives, the Prudential Code sets out the following 
indicators that must be set and monitored each year.

Estimates of Capital Expenditure
The Authority’s planned capital expenditure and financing as at 30.9.2025 may be summarised as 
follows.

Capital Expenditure and Financing

2025-26

Original

£m

2025-26

Changes

£m

2025-26 

Draft Outturn

£m

2026-27

Estimate

£m

2027-28

Estimate

£m

Total Expenditure 126.6 (34.7) 91.9 98.5 29.0

Capital Receipts 2.1 - 2.1 2.2 -

External Grants 82.0 (26.8) 55.2 31.5 0.9

Other External Funding (S106 etc) 0.1 - 0.1 - -

Borrowing 42.4 (7.9) 34.5 61.8 28.1

Total Financing 126.6 (34.7) 91.9 98.5 29.0
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Compliance with  Capital Finance Prudential Indicators 
(contd.)

Key Messages:

The percentage of the 
Council’s income 
required to service its 
debt came in below 
projections due to a 
combination of 
reprofiling the capital 
programme and the 
effect of using short-
term lenders which 
offered lower interest 
rates and delivered in-
year cost-savings.

Future year projections 
on the other hand have 
been adversely affected 
by the sharp rise in 
longer term rate 
expectations during the 
period.  Maintaining debt 
costs within 10% of the 
Council’s overall budget 
is now susceptible 
to  several factors 
beyond the Authorities 
control including rates 
(cost of borrowing) and 
inflation (cost of 
schemes being 
financed).

Ratio of Financing Costs to Net Revenue Stream 
This is a voluntary 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. The Section 151 Officer considers 10% to be a prudent 
limit.

Ratio of Financing Costs to 
Net Revenue Stream

2025-26

Original 
Estimate %

2025-26

Revised Estimate

%

2026-27

Estimate

%

2027-28 

Estimate

%

General Fund 8.8% 6.5% 8.7% 9.7%

There are a range of factors that affect these future estimates, some internal, such as returns 
delivered by capital investment in terms of future income, and others which are external and largely 
out of the Authority’s control, such as the impact of interest rate changes. Any future borrowing must 
be in accordance with prudential borrowing principles. In other words, borrowing must always be 
affordable, sustainable and prudent.
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Audit and Governance Committee 
DATE 6th November 2025 

REPORT OF Assistant Director Law and Governance 

SUBJECT Half Yearly Fraud Update 2025/26 

STATUS Open 

CONTRIBUTION TO OUR AIMS 

Effective anti-fraud and corruption arrangements support the delivery of the Council’s 
strategic objectives by contributing to effective governance arrangements designed 
to underpin them. 

EXECUTIVE SUMMARY 

This report highlights the work that has been undertaken for the prevention and 
detection of fraud, corruption and financial misconduct, within North East 
Lincolnshire Council  for the period April to September 2025.  

RECOMMENDATIONS 

It is recommended that the Committee: 

Considers the content of this report as part of its  responsibilities for monitoring and 
reviewing the Council’s arrangements in relation to fraud and corruption,  including 
the update on the implementation of Section 199 of the Economic Crime and 
Corporate Transparency Act 2023 which places a duty on the Council to have 
sufficient preventative measures in place should a relevant offence occur.   

REASONS FOR DECISION 

The Committee’s responsibilities include monitoring the effectiveness of the 
Council’s arrangements for managing the risk of fraud. This update is provided to 
assist members discharge their duties in determining the appropriateness of current 
measures in place.  

1. BACKGROUND AND ISSUES

1.1. The Council’s framework to combat fraud, corruption and misappropriation 
was approved by Audit and Governance Committee in December 2023. 
The framework follows national guidance as laid out in the document 
‘Fighting Fraud and Corruption Locally (FFCL) - A Strategy for the 2020’s’, 
and is based upon the key principles of: 

• Govern
• Acknowledge and understand
• Prevent and detect

Item 5
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• Pursue 
• Protect 

 
 
1.2. This update highlights the work conducted in each of these areas and 

demonstrates the Council’s continuing commitment to minimise the risk of 
fraud. 

 
Govern 
 
1.3. The Council has a framework of procedures and controls to minimise the 

risk of losses due to fraud. The Anti-Fraud and Corruption Strategy makes 
it clear that fraud and corruption will not be tolerated. The strategy is due 
for review in November 2025, at which point it will be brought to this 
committee for consideration and approval. 

 
1.4. Supporting policies and procedures are also reviewed on a regular basis to 

ensure they continue to provide clear guidance to protect the Council from 
fraud and corruption. The Fraud Response Plan is also due for review in 
November 2025; relevant processes in that plan are being promoted to 
ensure proactive steps are being taken to reduce fraud risk. 

 
1.5. The requirement for an annual fraud plan was agreed in 2024, and this was 

produced as an appendix to the annual fraud report 2024/25.  
 
Progress has been made to date in the following areas: 
 

• Council Tax – workshops have been completed and there is 
established regular contact between the teams to ensure informed 
decisions are made on important themes such as Empty Properties.  
There is current exploration of how risk information from the National 
Fraud Initiative can be incorporated into the Single Person Discount 
Local Taxation and Benefits bi-annual reviews to ensure appropriate 
decisions are made in respect of high-risk households.   

• Business Rates – work is currently underway to test where and how 
fraud may occur.  This will lead to opportunities to increase reporting 
in this area and to allow strengthening of processes to reduce 
prevalence of such cases. 

• Staff awareness – a week of internal communications is planned for 
November 2025 and this is aimed at further raising awareness 
around specific themes.  This will include expectations of third-party 
providers where services are procured by the Council.  This will set 
out the expectations of the Council in terms of everyone’s 
responsibility to prevent fraud and demonstrate the high standards 
of the Council around conduct.  Managers and supervisors will also 
be reminded of the duty to assure such work and ensure any 
suggestions of wrongdoing are promptly reported.  

• National Fraud Initiative – a schedule of work has been agreed and 
an evaluation of the National Exercise for 2024/25 will be included in 
the 2026 Annual Fraud Report.  
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• Procurement – work is planned for early 2026 to consider this 
important risk area which will raise awareness and consider 
processes aimed at identifying potential fraud. 

 
 

Acknowledging and understanding fraud risks 
 
1.6. Fraud is still considered the most prevalent crime, and latest estimates 

suggest local government loses around £8.8 billion to fraud and error each 
year (2023 Annual Fraud Indicator). Fraud is, and will remain, a significant 
risk. 
 

1.7. The Council receives alerts and information on fraud activity from sources 
such as the National Anti-Fraud Network (NAFN).  Information is reviewed 
and disseminated to both relevant Council teams and the public.  Recent 
examples of communications campaigns have included public messages 
around scams including winter heating payments, parking fines, and 
alterations to QR codes displayed on public car parking machines.   

 
1.8. The Council must act to prevent and detect fraud (and error) where 

possible. All staff have a responsibility to understand what fraud looks like, 
what to do when it is suspected, and how to report it. Advice and guidance 
are available on the Council intranet pages and e-learning packages were 
designed specifically to support the development of staff around fraud risk 
and reporting procedures. 
 

1.9. The uptake figures for completion of Fraud E-learning remain positive and 
1297 employees have undertaken training to date this year.   

 
1.10. The fraud risk profile feeds into both the counter fraud and audit 

programmes.  It includes the exploration of offending behaviours against 
the mitigation in place to ensure proportionate controls are in place and to 
engineer out fraudulent behaviour where possible. Resources are  
allocated by the Fraud Team to ensure a balance of preventative work 
against investigative outcomes – this is intended to represent  a deterrent 
message is maintained where cases are disposed against the relevant 
sanction policies.  The investigation of fraud reports, from sources such as 
the public and National Fraud Initiative, are reviewed to identity themes that 
have subsequently led to joint working with areas such as Council Tax and 
Business Rates, to ensure that processes are in place to prevent further 
harm from occurring.  Risks relating to HR (employment) and credit card 
spending are further examples of where the Fraud Team has worked with 
Audit colleagues to consider wider risk areas. 

 
 

Preventing and Detecting Fraud 
 
1.11. During the period covered by the update, there have been no significant or 

untoward fraud cases identified. Where applicable, following investigations 
into cases of potential fraud or financial misconduct, managers have been 

37



 

NO RESTRICTIONS 

provided with support and advice on how to respond to fraud risks and 
identify potentially fraudulent behaviour. 
 
 

Council Tax Fraud 
 
This area is broken down into the following areas. 
 

• Single Person Discount 
 
In recent years  the Fraud Team has used data provided by credit agencies to 
carry out monthly reviews of Single Person Discount.  The current contract with 
the data provider came to an end in June 2025, and Local Taxation and Benefits 
have carried out a detailed exercise in  2024, this work resulted in a significant 
number of discounts being removed to a value exceeding £1 million.  For these 
reasons the monthly activity has been paused for the rest  of 2025/26, although 
the fraud team continues to work through the data matches outstanding.  This will 
be formally evaluated at the end of the financial year to determine future workflow 
in respect of Council Tax fraud indicators and decide whether to carry out the 
exercise again in 2026/27  Value for Money will be a key part of the evaluation in 
addition to the exploration of Single Person Discount fraud indicators arising from 
the National Fraud Initiative. 
 
Investigations into Single Person Discount fraud reports have resulted in over 
£9000 from increased liability and back payment.  
 

• Council Tax Support 
 
Cases identified through the National Fraud Initiative are currently subject to 
investigation and will be reported on in the annual fraud report. 
 

• Empty Properties 
 
Investigation led to increased revenue over £26,000.  A project is underway to 
explore whether the method of offending discovered may be prevalent and under-
reported to the Council.  Relevant information on this area will be reported in the 
Annual Fraud Report.  This work also supports the strategy to bring empty 
properties back into habitation, thereby reducing environmental and anti-social 
impacts.  
 
Business Rates 
 
A pilot exercise is underway to assess the identification of fraud (and error) in 
relevant areas of Business Rates and will be reported on in the annual fraud 
report. 
 
 
Pursue – Being stronger in punishing fraud and recovering losses 
 
1.12. All losses identified are pursued in line with the Council’s debt recovery 
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strategy. 
  
1.13. All appropriate cases are considered for prosecution in line with the 

Council’s policy on prosecution, taking into consideration both the 
evidential and public interest tests in the Code for Crown Prosecutors. 

 
1.14. Research is currently being undertaken to consider the use of technology 

to support investigation. There are many analytical tools available to 
support the complex nature of Council fraud investigations and many of 
these aim to reduce the manual assessment of data by pulling together 
data from numerous sources, including open-source data, and producing a 
richer product on which to base decisions around lines of enquiry.  There 
are examples of Councils using this technology to alert them much earlier 
to information that may indicate a change that would affect council tax 
charges. 

 
Protect 
 
1.15. Consideration will continue to be given to investigation types that are likely 

to reduce the risk of fraud where financial loss is higher, thereby protecting 
the public purse.  
 

1.16. The actions outlined above enable the Council to protect itself from fraud 
and the harm fraud can cause both to the Council and to the residents of 
North East Lincolnshire. 
 

1.17. The continued work to ensure the Council meets the required standard to 
prevent fraud under the Economic Crime and Corporate Transparency Act 
seeks to protect the Council and ensure a defence is available should the 
Council be subject to a relevant fraud offence under the Act. 
The Council falls within this legislation given the number of staff and annual 
turnover.  Large organisation can now be prosecuted under Section 199 of 
the Act if a relevant fraud offence is committed (either intended to benefit 
the Council itself or a third party receiving such services).  Such 
organisations would not be subject to prosecution if they can demonstrate 
sufficient preventative procedures were in place at the time of the fraud.  
The Council has assessed its response according to the six guiding 
principles: 
 

o Top-level Commitment 
o Risk Assessment 
o Prevention Procedures 
o Due Diligence 
o Communication 
o Monitoring and Review 

 
Work is currently underway to promote the prevent fraud message across 
the Council to ensure all employees, and those who procure services from 
third parties, are aware of their responsibilities.  The Council needs 
everyone to embrace the fight against fraud and to remain vigilant against 
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fraud.  
 

 

2. RISKS, OPPORTUNITIES AND EQUALITY ISSUES 

The strategy is clear that fraud will not be tolerated, and the Council will act in 
such a way that is proportionate to assess and investigate reports made.  This will 
include the use of technology to enhance investigation methods and analyse data 
to identify patterns of fraud behaviour.     
 
Effective and co-ordinated anti-fraud arrangements are essential to protect the 
Council against loss and to demonstrate the Council’s ability to prevent fraud in 
line with new legislation. 

3. OTHER OPTIONS CONSIDERED 

No other options were considered. The production of a six-monthly update is 
considered good practice. 

4. REPUTATION AND COMMUNICATIONS CONSIDERATIONS 

As well as financial loss caused by fraud, there can also be reputational impacts 
for those organisations which do not manage the risk of fraud effectively. This is 
even clearer with the duty imposed on large organisations to prevent fraud under 
the Economic Crime and Corporate Transparency Act.  Internal communications 
are being utilised to raise awareness and remind staff of their responsibilities.  
Measures are being taken to ensure the prevent fraud message is communicated 
to third parties whose services are procured by the Council.   

5. FINANCIAL CONSIDERATIONS 

There is no additional expenditure required as a consequence of this update.  

6. CHILDREN AND YOUNG PEOPLE IMPLIATIONS 

    There are no specific implications for Children’s Services. 

7. CLIMATE CHANGE,NATURE RECOVERY AND ENVIRONMENTAL  
IMPLICATIONS 

     There are no relevant implications arising from this report.  

8. FINANCIAL IMPLICATIONS 

There are no direct financial implications as a consequence of this update. 
However the Council continues to note financial benefits through fraud prevention 
and detection activities. For example, Single Person Discount and empty 
properties reviews. It is also noted that the Council is now subject to Section 199, 
which places a duty to have sufficient preventative measures in place. Failure to 
do so could expose the Council to prosecution and potential financial penalties if a 
relevant fraud offence occurs. 
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9. LEGAL IMPLICATIONS

There are no legal implications immediately arising from the report as it is by way
of update only.

10. HUMAN RESOURCES IMPLICATIONS

There are no direct HR implications associated with this report.

11. WARD IMPLICATIONS

No specific ward implications.

12. BACKGROUND PAPERS

None

13. CONTACT OFFICER(S)

Peter Hanmer, Head of Audit and Assurance peter.hanmer@nelincs.gov.uk

John Shepherd, Lead Officer – Fraud  john.shepherd@nelincs.gov.uk

Simon Jones 
 Assistant Director Law and Governance 
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AUDIT AND GOVERNANCE COMMITTEE 
DATE 6th November 2025 

REPORT OF Peter Hanmer - Head of Audit and Assurance 

SUBJECT Internal Audit Update November 2025 

STATUS Open 

CONTRIBUTION TO OUR AIMS 

An effective control framework, good governance and risk management is 
fundamental to the effective delivery of the Council’s services and its strategic aims. 
Internal Audit supports this by providing assurance, challenge and advice on their 
design and operation. Furthermore, the Internal Audit programme is risk based with 
specific priority given to those systems and processes which support the delivery of 
the Council’s strategic aims. 

EXECUTIVE SUMMARY. 

As set out in the Global Internal Audit Standards (GIAS) there is a requirement for 
the Chief Audit Executive to provide regular updates on the delivery of the audit 
work. This report provides an update on the delivery of internal audit work up to 30 
September 2025 

RECOMMENDATIONS 

It is recommended that as part of its role in reviewing the effectiveness of the 
Council’s governance arrangements, the Audit and Governance Committee 
considers and receives this report and seek assurance on the delivery of the Internal 
Audit plan and any issues arising from the audits completed.  

REASONS FOR DECISION 

It is a requirement of the GIAS) for the Audit and Governance Committee to receive 
updates on the delivery of the Audit Plan and any issues arising from it.  

1. BACKGROUND AND ISSUES

Progress in delivering the Audit Plan

1.1 The Audit Plan has been designed with the intention that all planned work be
completed (at least in draft) by 31 May 2026. 

The progress against planned work up to 30 September 2025 is shown in 
Exhibit 1. This includes 2024/25 audits which   had not been reported to draft 
(and therefore not reported in the 2024/25 annual report and opinion), all of 
which have now been issued in final 

Item 6
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.  

Exhibit 1:   Progress in delivering the audit plan up to 30 September 2025 
  
Status  Number  % 
Final   8 12 
Draft  0 0 
Field work Complete- Subject to internal QA review  1 1 
WIP  15 22 
Preparation  9 13 
Not started  34 51 
Total  67 100 

 
  Outcome of audit work  
 
  1.2  The outcome of planned work relating to 2025/26 and the completion of work 

carried forward from 2024/25 is shown on Appendix 1. As summarised in 
Exhibit 2 below, eight reports have been issued up to and the outcome is 
broken down as follows:  

 
Exhibit 2: Outcome of completed audits 30 September 2025  
 
Assurance Provided  Number  
Substantial  2 
Satisfactory  5 
Limited  1 
None  0 

 
 

In addition, during the period audit has provided clear opinions   on the following 
grants:   
• Bus Subsidies  
• Highways Maintenance and potholes  
• Home Upgrade Grant (Phase 2)   

1.3  Audit has also applied its knowledge, expertise and experience provided 
advisory support in the following areas: 

: 
• Commercial and Productivity Board  
• Design and operation of the Ward Fundng scheme  
• Duplicate payments  
• Feedback on the Draft Contract Management Toolkit  
• Information Security Assurance Board  
• EQUANS Exit Board and Finance Stream  
• HR stakeholder group   
• Review of the Financial Regulations  
• Provision of Induction training to Audit and Governance Committee Members  
• Provision of training to Audit and Governance Members on Internal Audit 

Standards, and the Annual Governance Statement  
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• Revision of the “Guide to Internal Control”  
 
Resourcing the plan  
 
1.4 The completion of the plan was based on the delivery of 940 days by 31 May 

2025 (including a contingency of 115 days). As of 30 September 2025, 342 
days had been delivered compared to the target of 313 days at this point in the 
audit cycle, whilst 110 days of contingency is still available. Therefore, there is 
only currently low risk to the delivery of the plan due to the lack of available 
resources. 

 
Implementation of agreed actions  

  
1.5 Exhibit 3 provides a breakdown of   the implementation of agreed actions as of 

30 September 2025 based on manager’s responses. There were still thirteen 
overdue actions outstanding from 2023/24 and audit has sent out further 
reminders to the relevant action holders 

 
Exhibit 3:  Implementation of agreed actions based on Manager’s responses  
 
Status  23/24  24/25  25/26 
Manager confirmed implemented 106 64 6 
Not Due  10 58 4 
Overdue  13 15 0 
Risk Accepted  6 0 0 
Follow up in Progress  9 0 0 
Total  144 137 10 

 
Implementation of the Global Internal Audit Standards (GIAS)  

 
1.6 Audit continues to fully implement the GIAS. For example, both the terms of 

reference and reporting template now refer to root cause analysis.   
2. RISKS, OPPORTUNITIES AND EQUALITY ISSUES 

2.1 The compilation of the audit plan, and any updates and amendments to it, is 
based on risk with those areas with the potential biggest risk to an effective 
control environment being prioritised. Audit work is designed to provide an 
overall year end conclusion on the Council’s risk management arrangements. 

3. OTHER OPTIONS CONSIDERED 

3.1.1 Not applicable. It is a requirement of Global Internal Audit Standards (GIAS) 
to keep Senior Management regularly informed on the delivery and outcome 
of audit work.  

 
 

4. REPUTATION AND COMMUNICATIONS CONSIDERATIONS 

There are no specific reputation issues in relation to this report. 
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5. FINANCIAL CONSIDERATIONS 

One of the key aspects of internal audit work is to consider the Council’s systems 
of financial control. This is considered not only in specific audits of its key financial 
systems, but in most other audit assignments.  

 
6.  CHILDREN AND YOUNG PEOPLE CONSIDERATIONS  

 
Audit assignments relating to Children’s Services, and other sources of assurance 
such as OFSTED inspections, contribute to the Head of Audit and Assurance’s 
overall conclusion on the Council’s control environment. Two audits relating to 
Children and Young People have been reported up to 30 September 2025 both of 
whom received “Satisfactory” assurance. 

 
7. CLIMATE CHANGE, NATURE RECOVERY, AND ENVIRONMENTAL 

IMPLICATIONS 
 

Climate change and the environment are included in audit’s planning 
considerations. There are no specific issues related to Climate Change and the 
Environment which require attention in this report  
 

8. FINANCIAL IMPLICATIONS 

There are no direct financial implications arising from this report. 

9. LEGAL IMPLICATIONS 

    There are no specific legal implications associated with this report.  

10. HUMAN RESOURCES IMPLICATIONS 

There are no direct specific human resources implications associated with this 
report. 

11. WARD IMPLICATIONS 

The report covers issues affecting the whole operation of the council and therefore 
is relevant to all wards. 
 

12. BACKGROUND PAPERS 

https://www.nelincs.gov.uk/assets/uploads/2025/05/10.-Audit-Plan-covering-
report.pdf  (17 July 2025)  
 

13. CONTACT OFFICER(S) 

Peter Hanmer, (Head of Audit and Assurance)  
Telephone: 01472 323799 

 
Peter Hanmer    

Head of Audit and Assurance 
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 OFFICIAL#

Audit Assignments Director Assurance Priority 1 
Actions

Priority 2  
Actions 

Priority 3 
Actions

Comments 

Border Control Post Income Environment Substantial 0 0 1

Humber Freeport Resources Satisfactory 0 0 1
Payments to Foster Carers Childrens Satisfactory 0 0 1

Public Law Outline Childrens Satisfactory 0 0 3

Regeneration (with focus on 
Shared Prosperity Fund)

Regeneration Substantial 0 0 0

Financial systems
Charge  Cards Resources Limited 0 2 3 Limited Assurance due to examples of credit holders not submitting evidence of the supporting 

payments to Accountancy for checking within expected timescales, increasing the risk of the 
cards not being used in line with   financial regulations, VAT not being fully recovered, and the 
risk of fraudulent use. Given the relatively small number of Council charge cards in itself it is not 
anticipated that this will impact on audit’s the overall year end conclusion on the Council’s internal 
control environment, or on the assurance provided within the Annual Fraud Report.  Accountancy 
have been proactive in responding to the report and have updated the guidance on the use of 
charge cards and distributed it to charge card holders.  A follow up audit will be carried later in the 
year to confirm whether compliance with guidance has improved compliance. 

Duplicate payments Resources  Satisfactory 0 0 1

Travel Expenses Resources Satisfactory 0 0 1

Appendix 1 : Summary of Completed Audit Work  202526 up to 30 September 2025 
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AUDIT AND GOVERNANCE COMMITTEE

DATE 6th November 2025 
REPORT OF Assistant Director Law and Governance 
SUBJECT Risk Management Policy 
STATUS Open 

CONTRIBUTION TO OUR AIM 

Strong and effective risk management underpins the delivery of the Council’s 
strategic objectives. 

EXECUTIVE SUMMARY 

This report provides the Audit and Governance Committee with an update on the 
development of the Risk Management Policy. 

RECOMMENDATIONS 

To review the draft Risk Management Policy and where appropriate recommend any 
suggested changes prior to it being formally approved by the Portfolio Holder for 
Finance, Resources and Assets.   

REASONS FOR DECISION 

The Audit and Governance Committee holds the constitutional responsibility for 
monitoring and keeping under review the Council’s risk management arrangements.  
Consequently it needs to be satisfied of the content of the Draft Risk Management 
Policy and its compilation, including assurance that it is in line with recognised 
practice.  

1. BACKGROUND AND ISSUES

1.1  The Risk Management Policy attached, was last fully reviewed in 2020.
Proposed changes to the Policy include risk appetite, risk maturity, the 
introduction of a new category of risk called ‘corporate risk’ and a minor change 
to the scoring system which differentiates between “High Risks” and “Very High 
Risks”. Details of the changes are outlined below: 

• An exercise was carried out with the Assistant Director Group to set the
Council’s risk appetite. This was initially carried out by allocating a risk
appetite category (included in the Policy) to the Council’s outcomes. The
results of this were then used to allocate a risk appetite category for each
Council Plan theme as shown below:

Stronger Economy – Open
Stronger Communities – Hungry
Greener Futures – Open
Engaging and Effective Council – Open

• The Policy also includes a draft statement on the Council’s current risk
maturity based on the judgement of the Strategic Lead (Risk and

Item 7
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Governance) and the Head of Audit and Assurance, for the Committee to 
consider. This has been defined as “Defined” (A common risk 
assessment/response framework is in place. An organisation-wide view of 
risk is provided to leadership, often in the form of a list of key risks. Action 
plans are implemented in response to high risks. It aspires to be 
“Integrated” by October 2027. 

 
• The Policy also introduces a new category of risk named ‘corporate risk’. 

These are day to day operational risks that could impact on the wider 
organisation. The introduction of such this category may lead to some 
strategic risks being re-categorised. 

 
1.2  The draft Risk Management Policy has been endorsed by the Assurance Board 

and its comments have been incorporated into the attached draft.  The 
Assurance Board supports ultimate adoption of the policy. 
 

1.3  Once the Committee has considered the draft policy and made any 
recommendations, the Policy will be presented to the Portfolio Holder for 
Finance, Resources and Assets for formal sign off.    

2. RISKS, OPPORTUNITIES AND EQUALITY ISSUES 

 There are no specific equality issues arriving from this report. 

3. OTHER OPTIONS CONSIDERED 

The other option is not to update the Policy. This is not recommended as the 
previous policy is due for review to bring it into line with current practice. 

4. REPUTATION AND COMMUNICATIONS CONSIDERATIONS 

The reputational impacts are a key component of the evaluation of risks. Having 
effective risk management arrangements contributes to managing and mitigating 
reputational risks. 

5. FINANCIAL CONSIDERATIONS 

6. There are no direct financial impacts relating to this report. However effective risk 
management arrangements contribute to managing financial risks. 

7. CHILDREN AND YOUNG PEOPLE IMPLICATIONS 

Risk and opportunities relating to children and young people are considered as 
part of risk management arrangements. 

8. CLIMATE CHANGE, NATURE RECOVERY AND ENVIRONMENTAL 
IMPLICATIONS 

Risk and opportunities relating to climate change, nature recovery and 
environment are considered as part of risk management arrangements. 

9. FINANCIAL IMPLICATIONS 

Robust risk management arrangements are fundamental to the Council’s ability 
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to identify, assess, and mitigate risks and their associated financial impacts. This 
underpins the Council’s financial sustainability and resilience, particularly in the 
context of ongoing budget discussions and the refresh of the Medium Term 
Financial Plan. 

10. LEGAL IMPLICATIONS 

It is recognised that a robust and clear risk management policy is one of the 
tenets of good governance.  The attached policy has been through the 
appropriate governance route and is brought to the Committee for any comment 
and observations prior to adoption by the Portfolio Holder for Finance Resources 
and Assets who holds the constitutional responsibility for corporate governance.  

11. HUMAN RESOURCES IMPLICATIONS 

There are no direct HR implications contained within the report. 

12. WARD IMPLICATIONS 

The Policy relates to all Council activities and wards. 

13. BACKGROUND PAPERS 

None 

14. CONTACT OFFICER(S) 

Peter Hanmer, Head of Audit and Assurance, (01472) 323799   
Caroline Wilson, Strategic Lead (Risk and Governance), (01724) 6050 

SIMON JONES 
ASSISTANT DIRECTOR LAW AND GOVERNANCE 
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1. PURPOSE 
A successful and systematic risk management process underpins and supports the efficient and 
effective delivery of the council’s strategic outcomes and the high-level strategic framework. 
Risk Management is the systematic identification, analysis and mitigation of risks which may 
impact on the delivery of the objectives, efficiency and effectiveness, and reputation of the Council 
A Risk is the positive or negative effect of uncertainty on objectives. 
This policy outlines a framework for identifying, evaluating, and controlling risks faced by North 
East Lincolnshire Council (NELC). By managing risks, we improve our ability to achieve 
objectives, seize opportunities, and minimise failures. Effective risk management supports 
informed decisions, ensures accountability, and enhances service quality. 
The policy provides a pragmatic and efficient approach to risk management that meets NELC's 
demands, expectations, and capacity while offering a fresh perspective on managing risk. 
 

2. SCOPE 
This policy applies to all council operations, staff, elected members, and third parties working on 
behalf of NELC. It encompasses strategic, operational, financial, compliance, environmental, and 
reputational risks. 
 

3. AIMS AND OBJECTIVES 
The aim of risk management is to ensure that the Council has an effective process to 
support better decision making through good understanding of risk and their likely impact. 
The objectives of this document are to: 

• Embed a Culture of Risk Awareness: Foster a culture where risk management is integrated 
into all levels of decision-making. 

• Protect Public Resources: Safeguard the Council’s assets, resources, and reputation. 
• Support Strategic Objectives: Align risk management with the Council’s corporate priorities 

and outcomes. 
• Promote Resilience: Enhance the Council’s ability to respond to uncertainty, crises, and 

changing circumstances. 
• Ensure Accountability: Clearly define roles and responsibilities for managing risks. 
• Ensure Transparency: Integrate risk management and control into assurance and reporting 

processes. 
• Embed Dynamic Risk Management: Capture and anticipate new risks and balance these 

with opportunities.  
• Ensure Awareness of Overall Risk Exposure: Setting and promoting the council’s risk maturity 

and risk appetite. 
 

4. PRINCIPLES OF RISK MANAGEMENT 
NELC’s approach to risk management will be guided by the following principles: 
1. Proportionality: Risk management activities will be proportionate to the scale and complexity 

of risks. 
2. Transparency: All risks and their management strategies will be documented and 

communicated effectively. 
3. Integration: Risk management will be embedded into strategic planning, decision-making, 

and operational processes. 
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4. Continuous Improvement: Regular reviews will ensure that the risk management framework 
evolves in response to changing circumstances and operates in line with best practice. 

 
5. CONTRIBUTIONS TO THE DELIVERY OF THE COUNCIL PLAN 
The council’s key outcomes as defined in the Council plan are as follows. Effective risk 
management is an enabler to the delivery of these outcomes by identifying and mitigating the risks 
relating to the delivery of projects and programmes that underpin them. 

 

 

 
6. DEFINITIONS AND GLOSSERY 
A glossary of definitions and terms are shown in Appendix 1. This includes the definitions of 
strategic risk, operational and corporate risk and project risks. 
 
7. RISK MATURITY 
Risk maturity is the effectiveness of an overall organisation’s arrangements to identify and manage 
its risks. The categories of risk maturity are as follows: 
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1. Ad hoc. Risk management is undocumented and largely depends on 
individual heroics. 

2. Preliminary. Risk is inconsistently defined and managed in silos with lax 
process disciplines. 

3. Defined. A common risk assessment/response framework is in place. An 
organisation-wide view of risk is provided to leadership, often in the form of a 
list of top risks. Action plans are implemented in response to high-priority 
risks. 

4. Integrated. Risk management activities are coordinated across business 
areas. Risk management techniques and tools are used where appropriate, 
with organisational-wide risk monitoring, measuring, and reporting. Process 
metrics are in place – but the emphasis remains on managing a list of risks. 
Discussions about risk are separate from discussions about strategy and 
performance. 

5. Optimised. The focus is on managing risk within the context of organisational 
objectives instead of managing a list. Strategic planning and capital 
allocations, as well as daily strategic and tactical decision-making, all consider 
what might happen. Decision-makers have a reasonable level of assurance 
that they are taking the right risks and at the right level to achieve success, 
not just avoid failure. Early-warning systems are in place to notify leadership 
of specific risks that exceed the organisation’s established risk appetite or 
risk-capacity thresholds – and when organisational objectives are in danger. 
Discussion of risk at top management levels is fully integrated with the 
discussion of strategy and performance. 

After a self-assessment process carried out in May 2025 the Council’s risk maturity level has been 
defined as ‘Defined’ and it aspires to be “Integrated” by May 2027. 
 
8. RISK APPETITE 
Risk appetite can be defined as the risk an organisation is prepared to accept in the pursuit of its 
objectives. The industry recognised categories are as follows: 
 
• Averse: Avoidance of risk and uncertainty in achievement of key objectives. Activities 

undertaken will only be those considered to carry virtually no inherent risk. 
• Minimal: Preference for very safe business delivery options that have a low degree of 

inherent risk with the potential for benefit/return not a key driver. Activities will only be 
undertaken where they have a low degree of inherent risk.  

• Cautious: Preference for safe options that have low degree of inherent risk and only 
limited potential for benefit. Willing to tolerate a degree of risk in selecting which 
activities to undertake to achieve key deliverables or initiatives, where we have 
identified scope to achieve significant benefit and/or realise an opportunity. Activities 
undertaken may carry a high degree of inherent risk that is deemed controllable to a 
large extent.  

• Open: Willing to consider all options and choose one most likely to result in successful 
delivery while providing an acceptable level of benefit. Seek to achieve a balance 
between a high likelihood of successful delivery and a high degree of benefit and value 
for money. Activities themselves may potentially carry, or contribute to, a high degree of 
residual risk.  
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• Hungry Eager to be innovative and to choose options based on maximising 
opportunities and potential higher benefit even if those activities carry a very high 
residual risk.  

Regardless of the stated level of risk appetite above, the Council will always act prudently, 
lawfully, and as a reasonable local authority. 
After discussions with senior management carried out in June 2025 the Council’s risk appetite for 
each of the council plan themes have been defined as below: 
 

Theme Risk Appetite 
 

Stronger Economy Open 

Stronger Communities Hungry  

Greener Future Open 

Engaging and Effective Council Open 

 
In relation to stronger communities, although the safeguarding of adults and children will always be 
paramount, the Council is willing to consider innovative delivery models to support the wellbeing of 
our communities. This will not dilute the comprehensive assurance framework in place that 
reviews and evaluate the quality of practice in relation to safeguarding. 
The risk appetites above, are for general guidance only. How they are applied in practice for each 
risk will vary, depending on the potential impact a risk could have on the organisation or service 
users. For each risk assessed the risk owner will need to consider factors such as: 

• Financial impact  
• Service delivery impact  
• Reputational impact  
• Potential for death or serious injury  

. 
9. RISK MANAGEMENT FRAMEWORK 
The risk management process is detailed in a risk management tool kit. The process provides a 
systematic, effective and efficient way by which risks can be managed at different levels 
throughout the organisation. 

9.1  Risk Identification 
• Use systematic processes to identify risks, including workshops, horizon scanning, 

planning, and reviewing reports about council services, such as those issued by internal 
and external auditors and inspection results  

• Use risk descriptions that are brief but fully communicate the risk in question, and do not 
just report on the symptoms of risk but identify and manage the risk cause  

• Categorise risks into relevant areas: strategic, operational or project-specific 
9.2  Risk Assessment 

• Assess risks based on their likelihood and impact using the council’s scoring 
methodology (Appendix 2) 
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• Prioritise risks into categories: very high, high, medium, or low 

9.3  Risk Mitigation 
• Taking account of risk appetite, determine the target risk score 
• Develop and implement action plans to mitigate risks, including:  

o Avoidance – stop doing the activity altogether 
o Act – to reduce the likelihood, reduce the impact or both so it aligns with risk 

appetite 
o Transfer (in some case financial risk can be reduced by transferring some of 

the risk to an insurance provider, or risk may be mitigated by outsourcing 
activity to another provider) 

o Acceptance – the risk may occur and instead focus on dealing with the 
impact) (if justified by cost-benefit analysis or the risk is within the risk 
appetite) 
 

Once the required actions have been implemented to reduce the residual risk to the 
target risk, then the risk should be periodically reviewed to ensure that there are no 
new triggers which could impact on the inherent risk and that the identified controls 
continue to operate effectively.  
 

9.4  Risk Monitoring and Reporting 
• Risks and risk registers are regularly monitored and updated  to reflect current 

conditions at service level. The Strategic Risk Register is reviewed and updated on a 
quarterly basis and is overseen by the Corporate Governance Group. Operational 
Risks are expected to be  reviewed at least every six months. 

• Managers will be expected regularly assesses whether there any emerging issues 
arising within their service, which could have a significant organisational service, 
financial or reputational impact 

• An annual report goes to the Audit and Governance Committee and Assurance Board 
on the effectiveness of the risk management arrangements 

• Strategic risks and high-risk corporate risks are reported to the Audit and Governance 
Committee twice yearly, Assurance Board quarterly and Cabinet & Portfolio Holder on 
request  

• Risks management features as a standard agenda item at management team 
meetings 
 

9.5  Risk Escalation 
• Should individual Directors be of the view that risk(s) identified in their area should 

be classed as a strategic or corporate risk this is escalated to the Corporate 
Governance Group who will consider the request and make, if appropriate, 
recommendations to the Assurance Board to be classified as such  

• The Strategic Lead for Risk and Governance regularly reviews the risk register. 
Where risks have not been reviewed in line with expected timescales this will be 
reported to the Corporate Governance Group, who (if felt appropriate) escalate it to 
the relevant Director.  
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10.  ROLES AND RESPONSIBILITIES 

10.1  Cabinet Members and Council 
• Provide strategic oversight and ensure alignment of risk management with Council 

objectives. 
• Consider risk management implications when making decisions 
• Ensure that a consideration of risks and opportunities is presented in reports on 

which they are asked to make a decision 
10.2  Audit and Governance Committee 

•  Champion risk management throughout the Council 
•  Consider and approve and oversee Risk Management Policy 
•  Ensure the effective management of risk through officers 
• Receive and consider risk management progress reports 
• Reviews the Strategic Risk Register and seek sufficient assurance that strategic 

risks which may affect the Council’s outcomes are being properly managed 
• Obtain assurance on the effectiveness of risk management arrangements 

10.3 Senior Management Team (Acting as the “Assurance Board”) 
• Set the tone for effective risk management across the council 
• Review and approve the Strategic Risk Register 
• Review the Risk Management Policy 
• Determine the level of risk maturity 
• Advise the Council on its risk appetite 

10.4  Corporate Governance Group 
• Drives the implementation of the Council’s Risk Management Policy 
• Reviews the Strategic Risk Register and ensures that any required adjustments 

are identified and implemented prior to being reviewed by the Assurance Board 
and Audit and Governance Committee  

• Ensure council wide implementation of the risk management framework 
• Review the Risk Frameworks and its implementation of arrangements 
• Advise on the Council’s risk appetite 

10.5 Directors, Assistant Directors and Heads of Service 
• Risks management should feature as a standard agenda item at management team 

meetings 
• Incorporate risk management into daily operations 
• Maintain and update the risk register for risks identified related to the service 

10.6  Strategic Lead Risk and Governance 
• Spread the ethos of effective risk management throughout the Council 
• Provide advice and support to the Corporate Governance Group and Assurance 

Board  
• Support Directors and Assistant Directors in identifying, analysing and controlling 

the risks that they encounter 
• Provide guidance and support to Directors and Assistant Directors in relation to 

risk management generally 
• Organise and promote risk management awareness and development 
• Co-ordinate the production of the Council’s Risk Management Policy 
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• Promote continual improvement and update of risk management arrangements 
based on current best practice  

• Support the maintenance of the risk registers  
• Regularly report to the Audit and Governance Committee on the strategic risk 

register and the operation of the Council’s risk management framework  
• Ensure that managing risk is integrated with other corporate processes   

10.7  Risk Champions 
 The Council has established a network of officers representing each Assistant Director, 

the role of a Risk Champion is to:  
• Attend Risk Champion meetings and any required training and contribute to and 

support risk management development 
• Work with managers within the Assistant Director area to identify, assess and maintain 

an accurate risk register 
• Raise the profile of risk management and promote its benefits, within the Assistant 

Director area 
• Keep up to date with risk management requirements, in order to support the delivery 

of consistent, accurate and timely risk identification, assessment and reporting 

10.8  Employees 
• Understand and comply with this policy 
• Identify and report potential risks within their area of responsibility 

10.9  Internal Audit  
• Conduct independent reviews of the Council’s risk management processes and 

provide an annual opinion on the effectiveness of risk management arrangements.  
10.10 Project/Programme/Partnership Managers 

• Have a responsibility to ensure that the risks associated with their project, 
programme or partnership are identified, managed and reported appropriately. 

11. TRAINING AND AWARENESS 
• All staff and elected members will receive risk management training appropriate to their 

roles. 
• The Strategic Lead Risk and Governance will organise workshops and provide materials to 

raise awareness of this policy. 
 

12. POLICY REVIEW 
• This policy will be reviewed as a minimum bi-annually to ensure its relevance and 

effectiveness. 
• Updates will be recommended by Corporate Governance Group and be approved by 

Assurance Board on behalf of the Council  
 

13. POLICY APPROVAL 
Approved By: [Insert Name, Title] 
Date Approved: [Insert Date] 
Next Review Date: October 2027 
By embedding this Corporate Risk Management Policy into its culture, North East Lincolnshire 
Council ensures the resilience, efficiency, and accountability needed to achieve its objectives 
and serve its community effectively. 
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APPENDIX 1 - DEFINITIONS 

 
Controls any action taken by management and other parties to manage risk and 
increase the likelihood that established objectives and goals will be achieved 
Control measures the policies, procedures, and activities designed and operated to 
manage risks to be within the level of an organisation’s risk tolerance 
Corporate risks are day-to-day operational risk that could impact the wider 
organisation 
Impact the result or effect of an event. The event may have a positive or negative 
effect on the entity’s strategy or business objectives 

Inherent risk is the level of risk before treatment measures have been considered 
An Issue is an unplanned event that has already occurred and needs action to 
manage it.  It is not a risk 
Likelihood – The possibility that a given event will occur 
Maturity level helps define the level of sophistication of the organisations risk 
management activities. The higher the level of sophistication, the greater the benefits 

Operational risks are our everyday risks, such managing day to day activities, 
health and safety, IT, estates, staffing, finance etc. These risks will be typically 
managed at a service level and will be escalated to different levels depending on risk 
score 

Project risks are the risks specifically associated to the delivery of a 
programme/project or a temporary activity. They have a life expectancy 

Residual risk is the level of risk after mitigation and control measures have been 
considered 

Risk actions refer to additional/further work that is required to mitigate the risk 

Risk attitude is the manner of the organisation’s approach to assess and eventually 
pursue, retain, take or turn away from risk 
Risk appetite refers to the types and amount of risk that an organisation is willing to 
accept in the pursuit of its strategies and objectives 

A Risk owner is a person with the accountability and authority to manage a risk 

Strategic risks are the risks that could stop the organisation achieving its strategic 
objectives. Strategic risks should be linked to the Council Plan outcomes. These risks 
are captured and reported through the Council’s senior management structures and 
Audit and Governance Committee  

Target risk is the desired score to be achieved after mitigation procedures have taken 
place 
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APPENDIX 2 – RISK EVALUATION MATRIX 
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It has 
happened 
before and 

very likely to 
happen again 

3 

Possible 
 

Low 
Medium High Very High 

It has 
happened 
before and 

could happen 
again 

2 

Unlikely 
Low Medium 

 

 Medium 

 

High 

It may 
happen but it 

would be 
unusual 

1 

Very 
Unlikely 

Low Low Low 
Medium 

 

It may 
happen in 
very rare 
circum-
stances 

  
1 

Minor 

2 

Moderate 

3 

Major 

4 

Catastrophic 
  

Impact 

Service Delivery 

Handled within normal day-to-day routines 

Management action required to overcome short-term difficulties 

Key targets missed. Some services compromised 

Prolonged interruption to service. Failure of key strategic project 

Finance 

Little loss anticipated 

Some costs incurred. Minor impact on budgets. Handled within management responsibilities 

Significant costs incurred. Re-jig of budgets required. Service level budget exceeded 

Severe costs incurred. Budgetary impact on whole Council 

Reputation 

No significant comment or media coverage 

Adverse local media coverage for 1-7 days 

Adverse local media coverage with moderate change in stakeholder confidence for 1-6 months 

Adverse national coverage with significant change in stakeholder confidence lasting more than 6 
months 
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People & Safeguarding 

People unaffected 
Minor injuries or 

discomfort. Feeling of 
unease 

Serious injuries. 
Exposure to dangerous 

conditions 

Fatality, disability or 
serious long term 
health problem 

 
Rating Description 

 
Very High 
 

Unacceptable risk. Action to be taken unless within set risk appetite 
for that activity 
 

High 
 

Action to be taken unless the risk appetite has been set for this 
particular activity 
 

Medium 
 

If the residual risk exceeds the defined risk appetite for that 
activity, consider taking action if the cost of reduction exceeds the 
improvement gained 
 

Low 
 
 

Review risk periodically  
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AUDIT AND GOVERNANCE COMMITTEE 

DATE 06/11/2025 

REPORT OF Ann-Marie Matson, Director of Children’s Services 

SUBJECT Children’s Services governance arrangements 
update  

STATUS Open 

CONTRIBUTION TO OUR AIMS 

Across Children’s Services and the wider children’s system, we are committed to 
working stronger together to achieve better outcomes for our children, young people 
and families, underpinned by high support and high challenge.  The focus on 
listening, learning, reviewing and adapting in the context of a robust governance and 
assurance framework contributes to a safe, sustainable infrastructure and system 
that enables the workforce and our children, young people and families to thrive and 
flourish.   

EXECUTIVE SUMMARY 

There is an established assurance framework, and strong partnership and 
governance arrangements in place to ensure routine and consistent assurance and 
oversight at all levels, to take account of the scope of the Director of Children’s 
Services statutory responsibilities, and our key priorities and areas of focus.  We also 
continue to have strong relationships with our Sector Led Improvement Partners 
(SLIP) who provide additional capacity to contribute to our improvement and 
transformation journey, leading to better outcomes.     

As a result of the Inspection of Local Authority Children’s Services in July 2025, 
Ofsted rated us as ‘Good’ across help and protection, children in our care, and care 
leavers, with ‘Outstanding’ leadership and management.  Ofsted concluded that 
‘senior leaders know their service extremely well’ and that the ‘self-evaluation was 
honest and detailed, with a clear evaluation of strengths and areas for development’, 
which demonstrates the strength of our assurance framework. 

There continues to be an amplified focus on inspection preparedness and readiness 
across Children’s Services and the wider children’s system.  We are anticipating 
further inspection activity in relation to SEND and Youth Justice in 2025/26, and 
there is leadership and management oversight and capacity in place to plan for and 
co-ordinate arrangements.  

RECOMMENDATIONS 

It is recommended that the Audit and Governance Committee: 

1. Receives and notes the content of this report.

Item 9
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MATTERS FOR CONSIDERATION 
 
This report seeks to update the Audit and Governance Committee on progress made 
since the last update in January 2025, including a reflection on the reference to 
assurance and governance in outcomes of the Inspection of Local Authority 
Children’s Services, undertaken in July 2025.    
 

1. BACKGROUND AND ISSUES   
 

1.1 In the context of our improvement and transformation agenda, since December 
2023, and the recruitment of the Children’s Services leadership team, there has 
been a significant focus on establishing and implementing a robust assurance 
framework to ensure a safe, sustainable children’s system, with a continued 
focus on understanding our populations,  performance and practice wisdom, as 
well as the views and lived experiences of our children, young people and 
families.   
 

1.2 There are robust governance and reporting arrangements in place from an internal 
(NELC), external (Partnership) and external (Statutory and Regulatory) 
perspective, which provide us with the framework to seek and provide assurance 
at all levels.   
 

1.3 Headline examples of assurance framework developments and milestones since 
the last update include:  

 
• We have continued to develop the Chief Executive Assurance Reporting 

arrangements which provided assurance to the incoming interim Chief 
Executive across the scope of Children’s Services and to ensure 
transparency and clarity regarding our current position, and to create 
opportunities for high support and high challenge 
 

• The established programme of DCS Thematic Focus meetings have 
continued to meet, which demonstrated evidence of greater consistency of 
practice and practice developments, progress in relation to compliance and 
improvements in children’s outcomes.  Where actions have been identified, 
these are tracked and monitored through assurance arrangements until 
completion  

 
• There has been and continues to be a greater focus on enhancing inspection 

preparedness arrangements across the scope of inspection frameworks 
(including ILACS, youth justice, area SEND, joint targeted area inspection, 
children’s homes and supported accommodation).  Where appropriate, this 
includes the development and monitoring of action plans, storyboards and 
document banks, as well as there being clarity around our self-evaluation and 
ensuring preparedness across the workforce 
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• We have strengthened performance / data oversight through the development 
of dashboards, inspection datasets, key performance indicators across youth 
justice, in order that we know ourselves better, and we have developed (and 
continue to refine) practice standards in relation to social care, education and 
SEND to hold ourselves to account for statutory timescales and local best 
practice   

 
• There is an ongoing focus on refining and enhancing Safeguarding Children 

Partnership governance and reporting arrangements, including the 
development of the partnership dashboard, which enables the partnership to 
understand the populations and demand across the system, and through 
independent scrutiny and assurance 

 
• Following a self-evaluation process, we have undertaken a LGA corporate 

parenting peer review, the outcomes of which reflected the progress made, 
and which helped to further shape and influence the ongoing development of 
our governance and reporting arrangements, and the development of our 
Corporate and Community Parenting Strategic Plan.  There has also been 
subsequent follow up activity focussing on further raising awareness of 
corporate parenting responsibilities and opportunities to engage across 
elected members, and further plans with board members and the Council’s 
leadership team  

 
• All children’s homes have now been reinspected via Ofsted, and as a result, 

all children’s homes have now been rated as ‘good’.  We have also 
successfully registered our supported accommodation through Ofsted, which 
demonstrates compliance with the required standards (for registration).   

 
• We have lead and contributed to a strengthened Children’s Services position 

in relation to corporate governance and assurance arrangements i.e. in 
relation to internal audit programme, risk management, information 
governance, and enhanced tracking and monitoring systems and processes 
which is contributing to strong Children's Services footprint in the context of 
NELC governance, and providing assurance of the strength of our systems 
and processes.  As part of this, we have reviewed and reset all identified risks 
to ensure they are better aligned to our current status, and mitigating actions 
are being progressed to reduce risks where appropriate   

 
• We have revised and strengthened the Delegation of Responsibilities 

document in relation to children’s social care to reflect and clarify the scope 
and level of decision making responsibilities, which has been shared across 
the workforce as appropriate  
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• The established Children's Experience and Audit Meeting has been 
reconfigured to further refine our audit framework across the scope of 
Children’s Services, to enable leaders and managers to come together and 
reflect on the experiences and outcomes of children and the quality and 
impact our practice has on their lives through audit and voice. This enables 
us to collectively reflect on the cross-cutting learning from good practice and 
area we need to enhance, share practice wisdom, and hold each other to 
account 

 
• We have developed the Education Assurance Meeting which enables a 

greater understanding and oversight of performance, data, and compliance / 
audit across education, inclusion and SEND systems and processes.  We 
have also developed the multi-agency audit tool and audit programme, which 
ensures oversight across the partnership, but will also contribute to inspection 
preparedness   

 
• Where required, there are cohort assurance meetings in place to ensure 

ongoing oversight of specific populations, in order to appropriately manage 
demand i.e. in relation to children in need (CIN) and children in need of 
protection (CP) 

 
• We have reorientated our approach to SLIP delivery to progress against the 

priorities in our improvement plan, with a direct focus on improving practice 
leading to better outcomes, underpinned by enhanced governance and 
reporting arrangements.  As a result, we continued to have ongoing 
programme of activity in place with Camden, North Tyneside and Leeds, 
which are monitored in service and through the appropriate governance and 
reporting arrangements.  We have also sought out and engaged in other 
sector led activity as a means of independent scrutiny i.e. front door health 
checks, virtual school peer review, inclusion review, regional self-assessment 
and fostering deep dive 

 
• There has been an amplified focus on auditing through our SLIP 

arrangements, including but not exhaustive a review of contacts, 
referrals, child protection plans starting, child protection plans ending, PLO, 
Public Proceedings and Private Proceedings which highlighted the positive 
impact more recent of manager oversight and supervision, consistent 
application of thresholds and plans were appropriate to reduce risk for 
children 

 
• There continues to be bespoke analytical capacity across the scope of the 

system to ensure leadership oversight of the strength of the system, which 
has demonstrated progress across the system, and a focus on mitigating 
actions to address areas for practice development 
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• We have now reset the scope, format, frequency and reporting arrangements 
to the Continuous Improvement Board, which will now become the 
Continuous Transformation Board, to reflect the current position in our 
improvement and transformation journey, and our ambition to continue to 
develop our local offer to our children, young people and families.  This will be 
underpinned by a revised children’s services plan   
 

1.4 The specific areas for improvement referenced in the ILACS report, in relation to 
the response to children with disabilities in need of help and protection; the 
timeliness and quality of recordings relating to the pre-proceedings processes, as 
part of the Public Law Outline; and how well care leavers are supported to 
understand the purpose of / and sharing of pathway plans, is the subject of a 
bespoke action plan, to which there has been significant activity and progress to 
date.  As per the inspection framework, this action plan will be submitted to 
Ofsted within 70 working days of receiving the final report.   
 

2. RISKS AND OPPORTUNITIES 
 

2.1   Risks and opportunities are identified through the respective risk management and 
assurance arrangements, and measures are put in place to manage them, and 
exceptions reported through the relevant governance and reporting arrangements.  
Any identified risks are aligned to the NEL Council Risk Register as appropriate.   

 
2.2 The national policy direction, and the pending reforms, across the children’s 

system, will have a significant impact on our systems, processes and practice, 
and as such there is an amplified focus on co-designing and developing our local 
response.  This reinforces the importance of the assurance framework and of the 
need for ongoing listening, learning, reviewing and adapting to ensure we 
continue to know ourselves, and the impact we are having on our children, young 
people and families.   

 
3. REPUTATION AND COMMUNICATIONS CONSIDERATIONS 

 
3.1 There are no specific reputational implications as a result of this report, though the 

status of and practice within Children’s Services, and the associated inspection 
outcomes, does have reputational implications for the service, Council, wider 
partnership, and Borough as a whole.    

 
3.2 There is dedicated communications capacity for Children’s Services across the 

Council, who leads and contributes to responding to, and proactively managing 
internal and external communications.  

 
3.3 As a result of the improvement and transformation journey, the recent inspection 

report, and the ongoing focus on communications, this is contributing to 
enhancing the positive perceptions of NEL, and of NELC, and of them being a 
positive place to live and work.   

 
4. FINANCIAL CONSIDERATIONS 

 
4.1 There are no specific financial implications associated with this report.   
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5. CHILDREN AND YOUNG PEOPLE IMPLICATIONS 
 
5.1   Across Children's Services, we have been driving forward tangible transformation 

at pace, focusing on embedding sustainable change across the system, and as 
articulated in our self-evaluation, we have significantly enhanced the lived 
experiences and outcomes for our children, young people, and families.  This is 
underpinned by our commitment to continuous listening, learning, reviewing, and 
adapting, through the simplification and implementation of our practice approach, 
and on integrated working.  As a result, there has also been significant, and 
transformative progress in the relationships between Children's Services, the 
wider Council, and the wider Partnership, which are now built on trust, 
transparency, high support and high challenge, with children, young people and 
families first, centre and last in all we do.  

 
5.2   We have placed a considerable focus on promoting Children's Services and the 

wider Council as an employer of choice. This effort is yielding rewards in terms of 
unparalleled recruitment increases and positive perceptions of the Council 
among the workforce and community. We have focused on workforce 
communication and engagement and we have developed and championed 
various opportunities to connect, build relationships, find solutions, challenge and 
support each other, share best practices, and celebrate our achievements.  As a 
result of our investment in the Children's Services workforce and progress 
against our improvement plan, including sector-led improvement and 
transformation funding, we have achieved sustained workforce stability. This has 
led to a reduction in agency workers and the recruitment of significantly more 
social workers in one year than in the previous three years combined. The ever 
improving sufficiency landscape and oversight are also enabling stability and a 
continuing reduction in external placements, with more children returning to the 
Borough.  

 
5.3   As a result of the ILACS inspection in July 2025, Ofsted also reflected that the 

service has undergone profound and positive change, and that many children, 
young people and care leavers are now benefitting from help when their needs 
are first identified and throughout their social care experience.  In addition, 
noteworthy cultural changes across the service have stablished and galvanised 
the workforce to have ambition to deliver impactful services that are helping more 
children, and their families, to thrive.  

 
5.4   Ultimately, as a result of our improvement and transformation journey, 

underpinned by the strength of our assurance framework, children and young 
people in North East Lincolnshire are now more likely to: 

 
• be listened to, their views taken account of and have their needs met 
• be supported by permanent staff with less changes in worker 

 
• receive support early from across the system and be less likely to need a 

statutory service 
• benefit from assessment, intervention and planning where a statutory service 

is required 
• benefit from timely and holistic decisions made by all involved partners 
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• remain living within their own family and community 
• have permanency plans 
• benefit from more timely care planning (where care proceedings are required, 

these are more likely to be concluded swifter) 
• as care leavers, live in their own suitable accommodation as they enter 

adulthood 
• as children in our care, live with our own NELC foster carers rather than 

Independent Fostering Agency carers 
• have positive, inclusive school experiences  

 
6. CLIMATE CHANGE AND ENVIRONMENTAL IMPLICATIONS 
 
6.1    No impact 
 
7. FINANCIAL IMPLICATIONS 

 
7.1   No impact 
 
8. LEGAL IMPLICATIONS 

 
8.1   No impact 
 
9. HUMAN RESOURCES IMPLICATIONS 

 
9.1   No impact 
 
10. MONITORING COMMENTS 

 
10.1 Monitoring officers have reviewed the report and their comments have been 

factored in as required.    
 
11. WARD IMPLICATIONS 

 
11.1 All wards impacted 
 
12. BACKGROUND PAPERS 

 
12.1 North East Lincolnshire Local Authority Children’s Services Ofsted Inspection 

July 2025 report  
 
13. CONTACT OFFICER(S) 

 
Ann-Marie Matson, Director of Children’s Services,  

 
 

 
 

Ann-Marie Matson,  
Director of Children’s Services,  
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