Tyne and Wear Fire <52%>
and Rescue Authority =3

This matter is being dealt

with by: Gillian Kelly

Email: gillian.kelly@sunderland.gov.uk
Direct Line:

Your Ref:

Our Ref:

Date: 5 March 2025

Dear Councillor

You are summoned to attend the Meeting of the Authority to be held in the Main
Conference Room, Fire and Rescue Headquarters, Barmston Mere on Monday 17 March
2025 at 10.30am when it is proposed to transact the business set out below.

Yours sincerely

Peter Heath
Chief Fire Officer and Chief Executive
Clerk to the Authority

Service Headquarters Nissan Way Barmston Mere Sunderland SR5 3QY
Telephone 0191 444 1500 Fax 0191 444 1512
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AGENDA

PART I

Apologies for Absence

Declarations of Interest

Minutes

Minutes of the Meeting of the Authority held on 24 February
2025, Part | (copy attached) for confirmation.

Annual Governance Statement 2024/2025

Joint report of the Chief Fire Officer/Chief Executive (the Clerk
to the Authority) and the Director of Finance, Estates and
Facilities (copy attached).

Reward and Recognition in TWFRS

Joint report of the Chief Fire Officer/Chief Executive (the Clerk
to the Authority) and the Director of Finance, Estates and
Facilities (copy attached).

Members’ Allowances Scheme for the Financial Year
2025/2026

Joint report of the Chief Fire Officer/Chief Executive (the Clerk
to the Authority) and the Director of Finance, Estates and
Facilities (copy attached).

Treasury Management Policy and Strategy 2025/2026,
including Prudential ‘Treasury Management’ Indicators
for 2025/2026 to 2028/2029

Report of the Director of Finance, Estates and Facilities (copy
attached).

PAGE

51

95

59



Annual Audit Report

Report of the Chief Fire Officer/Chief Executive (the Clerk to
the Authority) (copy attached).
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Item No. 3

Tyne and Wear Fire =

and Rescue Authority =

TYHE AND WE

Minutes of the Meeting of the
TYNE AND WEAR FIRE AND
RESCUE AUTHORITY held at
South Shields Community Fire
Station, John Reid Road, South
Shields, NE34 8FS on MONDAY
24 FEBRUARY 2025 at 10.30am.

Present:

Councillor Tye in the Chair

Councillors Blackburn, Chapman, Haley, Hunter, Johnson, Keegan, Kilgour, Patterson,
Thirlaway and Woodwark together with Susan Dungworth (PCC).

Part |

Apologies for Absence

Apologies for absence were submitted to the meeting on behalf of Councillors Bell,
Dodds, Edgeworth and Welsh.

Declarations of Interest

There were no declarations of interest.

Minutes
57. RESOLVED that: -

(i) the Minutes of the Meeting of the Authority held on 27 January 2025,
Part | be confirmed and signed as a correct record;

(i) the Minutes of the Meeting of the Human Resources Committee held on
14 October 2024, Part | be noted for information; and

(i)  the Minutes of the Meeting of the Governance Committee held on 6
December 2024, Part | be noted for information.
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Announcements

ACFO McVay informed Members of the Service’s recent success at the NFCC
Apprenticeship Awards on 10 February 2025. Niamh Errington had received the
Apprenticeship Champion Award and Tyne and Wear had also been finalists in
categories of Operational Apprentice of the Year, Apprenticeship Provider of the Year
and Excellence in Apprenticeship Support.

ACFO McVay also advised that, in the run up to International Women'’s Day on 8 March
2025, a regional Women’s Development Day would take place on 6 March. This would
be facilitated by Tyne and Wear Fire and Rescue Service and invitations would be
forwarded to Authority Members.

Capital Programme 2025/2026 to 2028/2029 and Prudential Indicators for
2025/2026 to 2028/2029

The Chief Fire Officer/Chief Executive (the Clerk to the Authority) and the Director of
Finance, Estates and Facilities submitted a joint report presenting the proposed Capital
Programme and Prudential Indicators for the four-year period 2025/2026 to 2028/2029.

In introducing the report, the Chief Fire Officer highlighted that it had been challenging
to produce a balanced budget and it was possible that it would be necessary to come
back to the Authority at some point during the year to consider amendments to the
programme as further details became available about any wider financial and economic
changes.

The proposed Capital Programme for 2025/2026 was set out at Appendix A to the
report and totalled £4.600m. At this stage it was estimated that there would be capital
schemes totalling a further £10.674m between 2026/2027 and 2028/2029. The
programme up to 2028/2029 was £15.274m and could be met from the Authority’s own
resources which had been built up through effective and well-planned financial
management

It was reported at the third quarterly review that there was an underspend in 2024/2025
of £0.977m and in addition, there was a requirement to transfer an additional £0.306m
into 2025/2026 in relation to telemetry costs of £0.159m and the retention fee of
£0.147m for Hebburn Tri Station. This slippage was already funded as part of the
2024/2025 Capital Programme and continuing projects totalling £0.687m were included
in the proposed Capital Programme so continuing projects represented £1.970m.

The proposed new capital projects for 2025/2026 were as follows: -

e Replacement of the drill tower with a modern, low maintenance, multifaceted
modular unit that will improve the level of training available to firefighters at West
Denton (£0.220m)

e Replacement of the electric vehicle chargers at headquarters and technical services
centre with standardised dual AC chargers (£0.060m)

e Planned replacement of the automated security gates at the entrances to
Sunderland Central and South Shields Community Fire Station (£0.070m)

e Replacement of the Motorola Atex radios (£0.090m)
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e Replacement of corporate and mobilisation’s firewalls (£0.100m)

e Replacement of the hydraulic hoses to extend the operational life of the current
hydraulic extrication equipment by a minimum of four years (£0.090m)

e Purchase of 26 tablets for use during safe and well visits (£0.014m)

e Replacement of the hose on cobra cold cut systems in line with the ten-year
manufacturer’s lifespan recommendations (£0.011m)

e Refresh of the current control room (£0.080m)

e Replacement of existing gym equipment (£0.145m)

The Vehicle Replacement Programme remained the same as agreed in February 2024
and £1.749m was allocated for costs in 2025/2026.

Members were reminded that all Authorities were required to follow the Prudential Code
published by the Chartered Institute of Public Finance and Accountancy (CIPFA). This
involved setting various prudential limits and indicators that must be approved by the
Authority before the start of the relevant financial year as part of their budget setting
process.

Members were requested to approve the statutory Prudential Indicators, (P5) the
Authorised Limit for External Debt of £31.277m and (P6) the Operational Boundary for
External Debt of £26.277m for 2025/2026, in accordance with the regulations.

The Director of Finance, Estates and Facilities advised that authorities must set aside a
minimum revenue provision and it was proposed to continue to calculate this based on
applying the statutory formula in the 2003 legislation.

Councillor Patterson asked how the 26 tablets being purchased for safe and well visits
would be used and the Chief Fire Officer explained that when staff attended people’s
homes for safe and well / safety visits, they would be able to complete the recording
form whilst doing the check and this would automatically be saved electronically,
reducing the need to transfer the information from the current paper based approach.

Councillor Kilgour queried what the 2025/2026 allocation for the Brigade Training
Centre would be used for and the Director of Finance, Estates and Facilities said that
£1.0m had been set aside in 2024/2025 and the balance had been slipped into
2025/2026 to fund the ‘All Hazards’ village and to develop its next phase. The Chief
Fire Officer added that the development was fundamentally anchored in firefighter
safety and provided an environment where colleagues could simulate incidents in a
range of scenarios. It was also a multi-agency resource which other partners, such as
the Police, and other services could use for training.

In relation to reserves, Councillor Keegan asked what would be left in the Capital
Development Reserve after the four-year capital programme had concluded and the
Director of Finance, Estates and Facilities said that it would be around £215,000,
although it would be intended to top this up at the year end and other reserves would
also be assessed.

Councillor Haley queried if the All Hazards village would be income generating and the
Chief Fire Officer stated that currently services came from all over the country to use
Tyne and Wear’s training facilities in relation to National Resilience training such as
Urban Search and Rescue which the Authority invested in some years ago. It was
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highlighted that where training was being run on National Resilience subjects where
other Services attended the Tyne and Wear’s training area, funding was received from
National Resilience to cover these costs.

Having considered the report, it was: -
58. RESOLVED that: -

(i) the Capital Programme 2025/2026 as set out in the report and detailed in
Appendix A be approved;

(i) the Prudential Indicators for the years 2025/2026 to 2028/2029 as set out
in Appendix B, and specifically the Authorised Limit for External Debt of
£31.277m and the Operational Boundary for External Debt of £26.277m
for 2025/2026 be approved; and

(i)  The Annual Minimum Revenue Provision Statement for 2025/2026 as set
out in paragraphs 3.7 to 3.11 of the report be approved.

Revenue Budget 2025/2026 and Medium Term Financial Strategy (MTFS)
2025/2026 to 2028/2029

The Chief Fire Officer/Chief Executive (the Clerk to the Authority) and the Director of
Finance, Estates and Facilities submitted a joint report which presented:

e the revenue budget for 2025/2026;

e the Authority’s council tax requirement for 2025/2026;

e the council tax precept required to be levied on the five Tyne and Wear councils for
2025/2026; and

e an updated Medium Term Financial Strategy for 2025/2026 to 2028/2029.

Members had received details of the provisional Local Government Finance
Settlement at the Authority meeting on 27 January 2025 and the Director of Finance,
Estates and Facilities advised that there had been no changes to the settlement but
the grant to reimburse authorities for the national insurance increase had been
confirmed. The Service would receive £468,000 which was approximately 50% of the
cost of the national insurance increase and had resulted in a permanent budgetary
pressure on the Authority of almost half a million pounds on full establishment figures.

A revenue budget of £65.982m for 2025/2026 was proposed and set out at Appendix A
of the report. This included a proposed increase in the council tax precept of £5 and a
total council tax requirement of £30.657m.

There were a number of spending pressures which had been incorporated into the final
revenue budget for 2025/2026, the main pressures being the unfunded rise in National
Insurance contributions, reduction in specific grants funding and potential for additional
pressure if the pay award for both Grey and Green Book employees was above the 3%
which had been budgeted for based on affordability.
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The Director of Finance, Estates and Facilities highlighted that since the report had
been published, the specific grant allocations had been announced and there was a
reduction in the expected amount and this would be brought back to Members at the
first quarter review of the revenue budget.

The General Fund balance was £4.072m and represented 6.17% of the proposed
revenue budget for 2025/2026 and although this was in excess of the 5%
recommended minimum, the level of uncommitted general balance was considered
reasonable.

The Statement of Earmarked Reserves at Appendix D showed that the balance of
these would be £13.458m at year end and the levels had been thoroughly reviewed to
ensure that they were robust, appropriate and would meet the assessed financial risks
of the Authority. It was proposed that £0.380m of the Budget Carry Forward Reserve
and £0.702m of the Mobilisation Smoothing Reserve be transferred to the Capital
Development Reserve to support the future capital programme.

The updated Medium Term Financial Strategy (MTFS) illustrated an estimated funding
gap of £3.476m over the period to 2028/2029; this was indicative as the finance
settlement received had only covered for 2025/2026 and future settlements were
unknown.

The Authority’s council tax base for 2025/2026 had increased by 1.41% and the
proposed increase in council tax would result in a band D charge of £100.11. The
increased income to the Authority would be £1.937m and there was a one-off council
tax surplus of £0.477m for 2024/2025. Business rate income totalled £3.918m for the
year ahead.

The Chair noted that officers had assured the Authority that a balanced budget could
be delivered as was required and asked what actions might have to be taken to ensure
that this would be delivered throughout the year ahead.

The Chief Fire Officer advised that he had already initiated some work through the
Executive Leadership Team and they would be reviewing all vacancies and whether
these would all be filled as well as the current structure across departments. They
would also look at the amount being spent on overtime and various other allowances
and ad hoc payments which may need to be reviewed to ensure costs were contained.
There were no projected cuts to frontline services at this juncture but the need for
continued review of this, as the financial impact of the spending review and costs of
goods, services and staff costs become clearer, would be necessary.

Susan Dungworth PCC asked what assumptions had been made on future council tax
levels for the Medium Term Financial Strategy and the Director of Finance, Estates and
Facilities said that a 2.99% annual increase had been factored in to the planning.

The Chief Fire Officer highlighted that the Government had signalled a one-year
budget for 2025/2026 and then a multi-year settlement which would be welcomed for
future planning. He went on to say that it was his job, on behalf of the Authority to
make sure that a Service to communities was delivered to a high standard and was
affordable, effective and sustainable; there were things which could be reviewed and
he would work with managers, staff and trade unions in a pragmatic way to achieve
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this. Pay pressure was one of the biggest challenges and he would along with the
Director of Finance, Estates and Facilities continued to monitor this..

Councillor Woodwark felt that the council tax system was not fit for purpose and this
was having a significant impact. He noted that it was usual for the Authority to review
the budget during the year and Members would still have concerns even if assured
frontline services would not be affected. It was important to be cognisant of the fact
that there still remained unknowns factors in the budget.

Councillor Haley referred to pressures around pensions and noted that the Local
Government Pension Scheme was on a downward trend for employers and there was
a clear differential between that and firefighter pensions, noting that the pension costs
for the firefighters pension scheme had risen considerably in recent years. He asked
what action the Chair had taken regarding budget concerns.

The Chair reported that he had continued lobbying and had made representations to
the local MPs and the Deputy Prime Minister. He shared the concerns of the Chief Fire
Officer about pay pressures and highlighted that anything over a 3% increase could be
problematic.

Following consideration of the report, it was: -
59. RESOLVED that: -

(i) the revised estimates for 2024/2025, as summarised at Appendix A be
noted,;

(i) the proposed Revenue Budget for 2025/2026, as summarised at
Appendix A be approved;

(i)  the projected Pensions Account 2025/2026 detailed at Appendix B be
noted,;

(iv)  the associated risks and their mitigation as set out in Appendix C be
noted;

(v)  the updated position on the General Reserves and Earmarked Reserves
as set out in Appendix D and the proposed movements in 2025/2026 be
approved;

(vi)  the updated Medium Term Financial Strategy Statement for 2025/2026 to
2028/2029 detailed at Appendix E be noted;

(vii)  the Council Tax base of 306,232 (known as Iltem T) for the year
2025/2026, as notified by the billing authorities within Tyne and Wear
under the regulations be noted;

(viii)  the following amounts for the Authority for the year 2025/2026 which
represents a Band D Council Tax increase of £5 for 2025/2026, in
accordance with Sections 42A to 47 of the Local Government Finance
Act 1992 as amended be approved:
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(ix)

(x)

(i) £73,194,215 being the aggregate of the amounts which the
Authority estimates for the items set out in Section
42A(2)(a) to (d) of the Act;

(i) £42,537,329 being the aggregate of the amounts which the
Authority estimates for the items set out in Section
42A(3)(a) to (b) adjusted for item of the Act;

(i)  £30,656,886 being the amount by which the aggregate at (i)
above exceeds the aggregate at (ii) above,
calculated by the Authority in accordance with
Section 42A(4) of the Act, as its Council Tax
Requirement for the year, Iltem R in the formula in
Section 42B of the Act;

(iv)  £100.11 being the amount at (iii) (Item R) above divided by
the Council Tax Base (ltem T), calculated by the
Authority in accordance with Section 42B(1) of the
Act, as the basic amount of its Council Tax for the
year.

(v) Valuation Bands
£

66.74  being the amount given by multiplying the amount at (iv)
77.86 above by the number which, in the proportion set out in
88.99  Section 5(1) of the Act, is applicable to dwellings listed in a
100.11 particular valuation and divided by the number which that
122.36 proportion is applicable to dwellings listed in valuation band
144.60 D, calculated by the Authority in accordance with Section
166.85 47(1) of the Act, as the amounts to be taken into account
200.22 for the year in respect of categories of dwellings listed in
different valuation bands.

IOTMMOOm>

It be noted that under Section 52ZB of the Local Government Finance Act,
the increase in the Authority’s relevant basic amount of council tax for
2024/2025 was not excessive in accordance with the principles
determined under Section 52ZC(1) of the Act (i.e. no referendum was
required).

It be approved that in accordance with Section 40 of the Local
Government Finance Act 1992, the billing authorities within the area of
this authority be issued with precepts in the amount of £28,719,986 for the
financial year beginning 15t April 2024, the amount of the respective
precepts to be issued to each billing authority’s area in accordance with
Sections 42A to 48 of the 1992 Act.
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Local Government (Access to Information) (Variation Order) 2006

60. RESOLVED that in accordance with the Local Government (Access to
Information) (Variation) Order 2006 the public be excluded during consideration
of the remaining business as it was considered to contain information relating to
the financial or business affairs of any particular person (including the authority
holding that information) (Local Government Act 1972, Schedule 12A, Part 1,
Paragraph 3). The public interest in maintaining this exemption outweighs the
public interest in disclosing the information.

Minutes

61. RESOLVED that the Minutes of the Meeting of the Authority held on 27 January
2025, Part Il be confirmed and signed as a correct record.

(Signed) P TYE
Chair
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TYNE AND WEAR FIRE AND RESCUE AUTHORITY Item No. 4

MEETING: FIRE AUTHORITY 17 MARCH 2025

SUBJECT: ANNUAL GOVERNANCE STATEMENT 2024/2025

JOINT REPORT OF THE CHIEF FIRE OFFICER/CHIEF EXECUTIVE (THE CLERK
TO THE AUTHORITY) AND THE DIRECTOR OF FINANCE, ESTATES AND

FACILITIES
1 INTRODUCTION
1.1 The purpose of this report is to present the Annual Governance Statement

1.2

1.3

1.4

2.1

2024/2025 and Code of Corporate Governance 2025 to the Fire Authority for
approval.

The Annual Governance Statement is a statutory document, which explains the
processes and procedures the Tyne and Wear Fire and Rescue Authority (the
Authority) has in place to effectively carry out its functions. The draft statement
has been prepared following a review of the Authority's governance
arrangements and includes an action plan to address the overarching
governance issues identified.

The Annual Governance Statement serves as a valuable communication tool,
allowing the Authority to explain to its residents, service users, taxpayers and
other stakeholders its governance arrangements and the controls it has in place
to manage risks related to the delivery of its outcomes and priorities.

The Annual Governance Statement should be approved in advance of the
Authority approving the statement of accounts; and prepared in accordance
with proper practices in relation to the accounts. Publication is required
simultaneously, however there is no requirement to delay approval of the
Annual Governance Statement to wait for the statement of accounts.

BACKGROUND

The Authority is responsible for ensuring that its business is conducted in
accordance with the law and proper standards. It must also ensure that public
money is safeguarded, properly accounted for and used economically,
efficiently and effectively. To achieve this, the Authority has to ensure an
effective governance framework that promotes transparent decision making.
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2.2

2.3

3.1

3.2

4.1

4.2

The Accounts and Audit (England) Regulations 2015 require the Authority to
conduct a review, at least once a year, of the effectiveness of its system of
internal control and publish an Annual Governance Statement alongside its
Statement of Accounts. To comply with these regulations, an annual
governance review has been conducted, and an Annual Governance Statement
2024/2025 (Appendix A) has been prepared for publication following approval.

A key component of the Authority’s governance framework is its Code of
Corporate Governance, which aligns with the Chartered Institute of Public
Finance and Accountancy (CIPFA) and Society of Local Authority Chief
Executives (SOLACE) Delivering Good Governance in Local Government
Framework 2016. The Code (Appendix B) has been updated for 2025 following
the annual governance review. This framework assists the Authority in adopting
an informed approach to governance, aimed at achieving high standards in a
measured and proportionate way while demonstrating compliance with good
governance principles.

ANNUAL GOVERNANCE REVIEW AND STATEMENT

The Annual Governance Statement provides assures the Authority and its
stakeholders that good governance procedures are in place, with appropriate
focus on areas that requiring improvement. It has been developed following a
review of the governance arrangements by the Executive Leadership Team,
which includes statutory officers, and it has been considered by the Internal
Governance Board. The Head of Internal Audit opinion has been taken into
account, along with finding from internal audit reports. External reviews,
including reports from external auditor and inspections by His Majesty's
Inspectorate of Constabulary and Fire & Rescue Services have contributed to
the assessment.

The Annual Governance Statement includes an action plan to address
identified governance issues. The review has resulted in three new
improvement actions that are to be completed during 2025/2026. While
progress has been made on the five previous improvement actions, three
require additional time for completion.

CONCLUSION

The Annual Governance Statement includes an acknowledgement of
responsibility for ensuring that there is a sound system of governance (which
incorporates the system of internal control). It references the Authority’s Code
of Corporate Governance and assesses the effectiveness of key elements of
the governance framework, along with the roles of those responsible for the
development and maintenance including the Authority, statutory officers, the
Governance Committee, internal audit and others.

Furthermore, it provides an opinion on the level of assurance that the
governance arrangements can provide and affirms that the arrangements
continue to be fit for purpose in accordance with the governance framework.
The statement presents an agreed action plan showing actions taken, or
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4.3

4.4

5.1

6.1

7.1

8.1

9.1

proposed, to address governance issues and details how issues raised in the
previous year's Annual Governance Statement have been resolved or require

Based on the evidence examined, the Authority’s governance framework is
effective and has been maintained for the year ending 31 March 2025 and up to
the date of approval of the 2024/2025 Statement of Accounts.

The outcome of the annual governance review should provide assurance to the
Authority that appropriate governance arrangements are in place. By
implementing the improvement action plan during 2025/2026, the Authority
aims to enhance its governance arrangements further.

RISK MANAGEMENT

There are various risks associated with the absence of a clear governance
framework. The annual review of the effectiveness of the system of internal
control supports the Authority in identifying and addressing control weaknesses,
thereby mitigating these risks. This review provides a transparent method for
reporting on the effectiveness of the Authority’s governance arrangements.

FINANCIAL IMPLICATIONS

There are no financial implications in respect of this report. Where further work
is required to achieve the improvement actions identified, any additional
financial resources required to implement improvements will be requested
separately or included through the budget process.

EQUALITY AND FAIRNESS IMPLICATIONS

The Annual Governance Statement refers to the CIPFA/SOLACE framework,
which includes principles linked to the Equality Act 2010. This includes a
requirement to maintain integrity, respect the rule of law, ensure openness,
engage comprehensively with stakeholders and define outcomes in terms of
social benefits.

HEALTH AND SAFETY IMPLICATIONS

There are no health and safety implications in respect of this report.
RECOMMENDATIONS

The Authority is recommended to:

a) Note and comment on the Annual Governance Statement for 2024/2025.
b) Note the revised Code of Corporate Governance 2025.
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BACKGROUND PAPERS
The under mentioned Background Papers refer to the subject matter of the above report:

None
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1.1

1.2

2.1

2.2

2.3

3.1

3.2

TYNE AND WEAR FIRE AND RESCUE AUTHORITY =i
ANNUAL GOVERNANCE STATEMENT 2024/2025

TR\ M
B

. - I
YNE AND WEAR

" A,

Introduction

To meet the requirements of the Accounts and Audit (England) Regulations 2015,
specifically sections 6(1)(a) and (b), the Tyne and Wear Fire and Rescue Authority
(the Authority) must conduct a review of the effectiveness of its system of internal
control and prepare and publish an Annual Governance Statement.

This Statement provides an overview of the Authority's governance arrangements and
describes how these arrangements are reviewed annually to ensure their
effectiveness and compliance with the Code of Corporate Governance.

Scope of responsibility

The Authority is responsible for ensuring that its business is conducted in accordance
with the law and proper standards and that public money is safeguarded, properly
accounted for and used economically, efficiently and effectively. Under the Local
Government Act 1999, the Authority also has a duty to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having regard
for economy, efficiency, and effectiveness.

In fulfil this overall responsibility, the Authority along with the Tyne and Wear Fire and
Rescue Service (the Service) Executive Leadership Team are responsible for
establishing proper arrangements, known as the governance framework for:

i.  The governance of its affairs and
ii. Facilitating the effective exercise of its functions, including arrangements for
managing risk.

In relation to the second point (ii), the Authority has implemented a system of internal
control designed to manage risks to a reasonable level. While this system cannot
eliminate all risk of failure to achieve its priorities, it can provide only reasonable and
not absolute assurance of its effectiveness. The system of internal control is based on
an ongoing process aims to:

¢ Identify and prioritise risks to the achievement of our policies, aims and
objectives.

e Evaluate the likelihood of those risks being realised, the impact should they be
realised, and to manage them efficiently, effectively and economically.

The Purpose of the Governance Framework

The Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society
of Local Authority Chief Executives (SOLACE) published the ‘Delivering Good
Governance in Local Government: Framework’ (2016) which outlines the seven
principles of good governance. The Authority assesses its governance arrangements
against this framework to determine it compliance with these principles.

The governance framework has been in place at the Authority for the year ended 31
March 2025 and remains in effect up to the date of approval of the Statement of
Accounts.
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4.1

4.2

5.1

6.1

6.2

The Governance Framework

The Authority’s Code of Corporate Governance aligns with the principles outlined in
the CIPFA/SOLACE Delivering Good Governance in Local Government: Framework
(2016). This Code is available on the Service’s website.

The key elements of the Authority’s governance arrangements are detailed in its Code
of Corporate Governance. The Code outlines the policies and processes that direct
and control the Authority’s operations, ensuring compliance with the seven principles
of the CIPFA/SOLACE Framework.

Applying the principles of good governance at Tyne and Wear Fire and Rescue
Authority

The Authority publicly report on the extent of its compliance with its Code of Corporate
Governance and describes how it monitors the effectiveness of these governance
arrangements. This statement outlines the key elements of the Authority’s governance
framework, which combines legislative requirements, governance principles and
management processes. In this document, the Authority:

e Acknowledges its responsibility to maintain a sound system of governance.

e Summarises the key elements of the governance framework and the roles of
those responsible for its development and maintenance.

e Describes how it has monitored and evaluated the effectiveness of its governance
arrangements over the past year.

e Provides details on how it has addressed any issues identified in last year’s
governance statement.

e Reports on key governance matters identified in the annual review and commits to
addressing them.

Governance framework - review of effectiveness
The Authority must ensure it has sound systems of internal controls that:

e Assesses its compliance with its Code of Corporate Governance.
e Provide an opinion on the effectiveness of its governance arrangements.
e Detail how continuous improvement in the governance framework will be achieved

The review of the effectiveness of governance arrangements is informed by:

e Feedback from elected members (Councillors).

e Assurance from Statutory Officers.

e Input from senior managers in the Service, who are responsible for developing
and maintaining the governance environment.

e Corporate risk management arrangements.

¢ Independent findings from Internal Audit regarding the internal control
environment, along with the Head of Internal Auditor’s annual report.

e Views from the External Auditor.

¢ Recommendations from His Majesty's Inspectorate of Constabulary and Fire and
Rescue Services or other relevant external bodies or review agencies.

e Partnership governance arrangements.

e Counter-fraud and corruption arrangements.
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71

7.2

The principles of good governance

The CIPFA/SOLACE principles of good governance, when effectively applied, enable
the Authority to maintain strong internal controls that support the achievement of its
strategic objectives. The following principles and supporting evidence demonstrate
how the Authority has achieved compliance.

Principle A: Behaving with integrity, demonstrating a strong commitment to
ethical values, and respecting the rule of law.

7.2.1

71.2.2

7.2.3

71.2.4

7.2.5

7.2.6

7.2.7

The Authority’s constitution provides a framework for decision-making and
ensures compliance with all legal, financial and statutory requirements. This
framework is further supported by standing orders, financial regulations and a
scheme of delegation that outlines how different types of decisions are made,
specifies who is responsible for making them, and details the procedures to
be followed.

Under the supervision of the Monitoring Officer, the Authority adheres to
legislative requirements and incorporates key principles of good
administrative law — rationality, legality and natural justice — into its
procedures and decision-making processes.

The Authority maintains transparency in its decision-making process and
ensures that appropriate legal, financial and professional advice is
considered. Value for money is assessed, and the results are evaluated
before decisions are finalised.

The Authority operates two Codes of Conduct and Ethics: one for elected
members, and another for employees. These codes uphold essential
standards of conduct. New members and employees receive their respective
Code during induction. The Monitoring Officer oversees the Code of Conduct
and Ethics for elected members, while the Governance Committee monitors
its implementation. The Services’ People and Culture department manages
the Code of Conduct and Ethics for employees. Any allegations of wrongdoing
are investigated in accordance with disciplinary policies and procedures.

The Authority maintains a register of elected members’ personal and business
interests, as well as a register of gifts and hospitality. The Monitoring Officer
keeps these records on behalf of the Authority, while the People and Culture
department manages employees’ records on behalf of the Chief Fire
Officer/Chief Executive.

Mandatory training is required for employees on topics such as health and
safety, anti-fraud and corruption, information governance and equality,
diversity and inclusion. Compliance rates are tracked by the Learning and
Development department and reported to management.

In response to national news coverage highlighting concerns about the fire
and rescue service’s culture during 2023/2024, the Authority commissioned a
culture review to identify ways to foster an optimal work environment for its
employees. This review was facilitated by two independent organisations,
which engaged employees through surveys, workshops, and focus groups.
The findings were compiled into a cultural audit report, which was shared with
the Authority and employees. Discussions about the findings from the review
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7.3

7.2.8

7.2.9

7.2.10

7.2.11

were held with 22 departments, 64 watches, and middle managers, which
equated to over 180 hours of cultural discussions focussed on identifying
solutions and improvements. A Service-wide action plan was developed, and
the actions are currently being implemented.

When working in partnership, elected members and employees understand
their individual and collective roles and responsibilities concerning the
partnership and the Authority/Service. There is clarity about the legal status of
a partnership, and representatives clearly communicate to partners the extent
of their authority to bind their organisation to partnership decisions ethically.

Procurement and financial regulations are established to safeguard processes
that may be vulnerable to unethical behaviour. A comprehensive procurement
process is adhered to in order to ensure that ethical standards are upheld.
The Procurement team undergoes an ethics test as part of their Chartered
Institute of Procurement and Supply (CIPS) PDP. This enables the Service to
be registered as holding CIPS Corporate Ethics status, reflecting the
Authority’s commitment to ethical sourcing and supplier management.

A Counter-Fraud Framework is in place to manage the risk of fraud and
corruption throughout the Authority. It outlines preventative measures and
detection arrangements and provides a clear process for the investigation and
prosecution, of instances of identified fraudulent or corrupt behaviour.

A Whistleblowing (confidential reporting) Policy and Procedure which allows
for confidential reporting is in place. All reports are thoroughly investigated.
Confidential and anonymous can be made via Safecall. Records of
whistleblowing incidents and the outcomes of investigations are maintained,
with statistics are reported to the Internal Governance Board quarterly. These
measures contribute to a robust internal control framework.

Principle B: Ensuring openness and comprehensive stakeholder engagement.

7.31

7.3.2

7.3.3

The Strategic Framework for Communications, Engagement, and
Consultation outlines guiding principles and details how the Service will
engage with its communities. Stakeholder consultations involve both
employees and external stakeholders, during which proposed plans are
presented, and feedback is collected. The results of these consultations are
published on the Service’s website and reported to the Authority.

Employee engagement occurs through various methods, including listening
events with the Executive Leadership Team and all staff engagement
sessions. Additionally, employees are encouraged to provide feedback during
team and department meetings, as well as through their line management
structure.

The Community Risk Management Plan (CRMP) outlines how the Authority
intends to deliver its services from 2024-2027. This plan undergoes extensive
consultation before it is finalised and approved by the Authority. The CRMP
includes the rationale behind planned activities, current performance,
forecasts, a review of the effectiveness of past activities and highlights key
areas for future focus.
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7.4

7.3.4

7.3.5

7.3.6

7.3.7

7.3.8

7.3.9

7.3.10

The Authority is committed to transparency and acting in the public’s interest.
Meetings of the Authority and committee sessions are open to the public. All
major decisions are documented, recorded and published in committee
papers and minutes, which are available on Sunderland City Council’s
website. This process is managed by the Authority’s democratic services
team and secretariat. Confidential reports are used only when absolutely
necessary and legally permitted. Significant decisions are also reported on the
Service’s website.

The Authority believes in open public reporting and limits confidentiality to
only the most essential information. This includes publishing committee
minutes, key decisions, a register of interests, gifts and hospitality, as well as
expenses over £500, and the salaries of elected member and officers, in
additional to the other requirements set out in the Transparency Code.

The Authority operates a Freedom of Information Publication Scheme aimed
at making information accessible to the public as part of its routine business
activities.

The Reserves Policy is published to ensure transparency for stakeholders
concerning the purpose and level of the reserves held by the Authority.
Regular performance information and strategic documents - including the
Strategy 2025, the audited Statement of Accounts, this Statement, and the
external auditor’s reports are available on the Service’s website.

The Authority proactively engages with representative bodies such as the Fire
Brigades Union, GMB, and Unison. These relationships are managed through
the Joint Consultative Forum, which addresses issues related to employee
relations and policy development. This forum complements daily
arrangements that support effective industrial relations management.

The Compliments and Complaints Policy and Procedure allows the Authority
to respond promptly to public feedback. Submissions are monitored and
reported quarterly to the Internal Governance Board and an annual report is
presented to the Executive Leadership Team and Governance Committee.

The Authority maintains a partnership register to provide a framework for
employees who are involved with or considering a new partnership, as well as
to assist in reviewing existing arrangements. Formal partnership agreements
with Sunderland City Council, offer specialist support services while other
partnerships demonstrate clear and appropriate governance accountabilities.

Principle C: Defining outcomes in terms of sustainable economic, social, and
environmental benefits.

7.4.1

7.4.2

The Authority clearly communicates its purpose and intended outcomes to
both internal and external stakeholders. The TWFRS Strategy 2025 outlines
how the Service plans to deliver high-quality services that meet the needs of
its communities now and in the future. The strategy presents a clear vision,
strategic goals, and priorities for a five-year period.

The Community Risk Profile offers a comprehensive and forward-looking
assessment of risks impacting our communities, which will shape the services
delivered in the coming years. The Authority understands both current and
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7.5

7.4.3

7.4.4

7.4.5

7.4.6

future risks and their potential impact on the individuals who visit, live and
work in Tyne and Wear. The profile is used to effectively and efficiently plan
resources to address existing risks. The CRMP includes actions to ensure
that risks identified in the Community Risk Profile are addressed and that
resources are targeted appropriately. The CRMP explains the approach the
Authority will take to support its vision, within the operational context of the
Service and outlines the planned activities to deliver and achieve the intended
outcomes.

The Medium Term Financial Strategy (MTFS) and the annual budget process
ensure that financial resources align with the Authority’s objectives and
priorities. The MTFS serves as a framework for making financial decisions,
planning and managing budgets, and utilising financial resources to support
the delivery of strategic priorities. The MTFS and the Efficiency Plan are
essential for delivering value for money. Additionally, the MTFS is
supplemented by a Capital Strategy and Reserves Strategy.

Budget monitoring occurs at both strategic and departmental levels through
the production of regular financial monitoring reports for capital and revenue
budgets. These reports are scrutinised by budget managers and reported to
the Executive Leadership Team, as well as reported quarterly to the Authority.

Equality impact assessments, data privacy impact assessments and risk
assessments are conducted to ensure that changes in procedures do not
adversely affect stakeholders and service delivery outcomes remain
unaffected.

The Authority’s governance arrangements also extend to cover the wholly
owned trading subsidiary “TWFRS Ltd” which is a local authority-controlled
company.

Principle D: Determining the interventions necessary to optimise the
achievement of the intended outcomes.

7.5.1

7.5.2

7.5.3

The Constitution establishes a decision-making framework that ensures all
decisions are supported by relevant information, including financial, legal, and
other professional advice. It requires that available options are considered
and where appropriate, that both internal and external stakeholders are
consulted. All decisions are formally recorded and published, subject to
confidentiality requirements.

The Monitoring Officer ensures that the necessary arrangements are in place
to facilitate effective communication between officers and elected members.
The Authority’s constitution outlines the roles and responsibilities of both
groups, which helps facilitate informed and effective decision-making.

Progress on planned activities and projects is regularly monitored, with risks
reviewed and reported to the Authority and its committee structure. Quarterly
reports include performance against targets for key performance indicators
(KPIs), as well as financial and project delivery performance. The Authority’s
performance management framework allows elected members to scrutinise
performance data, ensuring that any identified issues are addressed and
appropriate interventions agreed upon.

18 of 126



7.6

7.5.4

7.5.5

The MTFS includes actions to ensure the financial sustainability of the
Authority. The budget planning process ensures budgets are prepared in
accordance with the established objectives, strategies and the MTFS. This
involves input from both the Service and elected members, detailing how
resources will be deployed over the next few years to achieve agreed
outcomes and priorities.

Budgets are prepared in accordance with the priorities set out in the CRMP
and the MTFS, balancing priorities, affordability, and resources. This ensures
all-inclusive budget process that takes into account all costs of operations
over the medium and long term. The Service’s Financial Management Board
monitors performance against budgets, evaluating progress against planned
activity and spend against set budgets.

Principle E: Developing the Service’s capacity, including the capability of its
leadership and the individuals within it.

7.6.1

7.6.2

7.6.3

7.6.4

7.6.5

7.6.6

The Authority has implemented effective strategic workforce planning
processes to ensure it employs the right number of employees with the
necessary sKkills to achieve the objectives outlined in its corporate plans and
strategies. These processes are integrated within the Service, allowing for the
proactive assessment of workforce data to identify future staffing needs.
Regular reviews and planning updates are presented to the People and
Culture Board, with actions taken when any issues are identified.

A robust recruitment and selection process is in place for potential employees,
including detailed job descriptions for all roles. Induction processes for new
employees, cover an introduction to the Service, its values, Codes of Conduct
and Ethics, as well as specific role requirements.

A modular training programme is established for elected members. New
members undergo induction aimed at enhancing their knowledge, skills and
abilities in their individual or collective roles to fulfil the Authority’s strategic
objectives. This programme is supplemented by specific topic briefings, some
for all members, while others are tailored to specific committee members.

A fitness assessment programme for operational employees is established,
with fitness equipment provided at all sites. Training plans ensure that
employees receive the appropriate training and development necessary to
perform their roles competently and safely.

All employees participate in the Performance and Development Review (PDR)
process, during which they have career conversations with their manager to
set expectations about personal objectives and their alignment with corporate
goals. PDRs help employees understand their performance and identify
opportunities for training and career progression.

The Service’s Learning and Development department promotes and
supports learning and development opportunities for all employees to
maximise their contribution to delivering high-quality services and facilitate
succession planning. The department assists employees in acquiring and
maintaining the necessary technical and professional skills, as well as
knowledge specific to their roles. It identifies, addresses and evaluates
learning and development needs, ensuring the quality of training and
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7.7

7.6.7

assessment through evaluation. Additionally, it designs and implements
management and leadership development programmes.

The health and wellbeing of the workforce is supported through various
measures aimed at promoting both physical and mental wellness. These
include HR policies and guidance documents, flexible working arrangements,
and access to the Fitness Advisor, along with services provided or procured
by the Occupational Health Unit. These services include counselling,
physiotherapy, trauma support and initiatives focussed on health and
wellbeing.

Principle F: Managing risks and performance through robust internal control
and strong public financial management.

7.71

7.7.2

7.7.3

7.7.4

7.7.5

7.7.6

The Monitoring Officer is responsible for ensuring compliance with established
policies, procedures, laws and regulations.

Effective financial management is essential for delivering services, facilitating
transformational change and ensuring sound financial stewardship. The
Authority has comprehensive budgeting systems and a robust system of
budgetary control. This includes quarterly and annual financial reports that
measure financial performance against forecasts. Additionally, the Authority’s
Statement of Accounts is subject to scrutiny, and the external auditor provides
an annual opinion on whether the Authority is delivering value for money.

The MTFS links the budget-planning framework for revenue and capital
budgets with the goals and priorities of the Authority and Service over a rolling
four year period. The MTFS is presented to the Authority as part of the
revenue budget report and published reports are accessible to the public on
Sunderland City Council’s website every February.

The budget planning framework and draft budget undergo thorough scrutiny
and approval by the Authority as part of a well-established budget cycle each
year. This process concludes with the final approval of a legally required
balanced revenue budget in February, ensuring that a realistic and affordable
budget is approved based on advice from the Director of Finance, Estates and
Facilities. The Director assures elected members that the budget is prudent,
affordable and sustainable.

Quarterly reports are submitted to the Authority, allowing elected members to
scrutinise the revenue budget and capital programme along with any actions
necessary. The Head of Internal Audit provides an annual assurance
statement, alongside the external auditor's Annual Audit Letter. Both
documents are published with the Statement of Accounts on the Service’s
website.

The Authority is committed to maintaining effective financial management and
achieving value for money. The financial planning process, along with
providing best value services, is understood and embedded across the
Authority by both elected members and employees. A financial services team,
managed by the Head of Financial Services, reports directly to the Director of
Finance, Estates and Facilities. This team possesses the necessary expertise
to ensures that the Authority and the Executive Leadership Team receive
appropriate financial information to support the key decisions and objectives.
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7.8

7.7.7

7.7.8

7.7.9

7.7.10

7.7.11

7.712

Treasury Management arrangements adhere to professional standards and
are reviewed annually by elected members. The Treasury Management Policy
and Strategy, along with Prudential Indicators, are monitored and reported to
the Governance Committee quarterly. This ensures that the Authority’s
proposed capital programme is sustainable, affordable and achievable within
available resources, while also informing the MTFS.

The Service’s Performance and Improvement Board oversees progress and
performance against Annual Department Plans, the Annual Operating Plan,
the TWFRS Strategy, the CRMP and KPlIs, The Board is responsible for
monitoring and reviewing progress against performance targets and taking
action when targets are not being met.

Members and officers recognise that risk management is part of their daily
responsibilities. The Risk Management Policy and Procedure outlines the
process for identifying and managing uncertainties that may impact the
achievement of the Authority’s objectives or activities. A corporate risk register
is maintained by the Risk and Resilience department and is monitored and
reported on throughout the year. An owner is assigned to each risk in the
register, and they are responsible for regularly reviewing and managing their
allocated risk. In the strategic risk register, identified risks are scored based
on both the probability of occurrence and the level of impact. The combined
outcome (risk score) is categorised using a Red, Amber and Green (RAG)
system.

Business continuity arrangements have been established to ensure that
critical services can continue to be delivered at all times. The Authority aligns
its practices with 1ISO22301 for Business Continuity. These arrangements are
designed to maintain critical services during disruptions and are regularly
reviewed, developed and tested. WWhen appropriate, business continuity plans
are coordinated with partners through the Local Resilience Forum to support a
collaborative multi-agency response.

The Senior Information Risk Owner (SIRO) holds overall responsibility for
managing information risk. Established policies and arrangements are in
place for handling data, supported by mandatory information governance
training for employees. Information sharing protocols have been developed
and agreed upon with partners and these are documented and monitored
through the Partnership Register. Personal data is managed in accordance
with the Act Data Protection Act 2018 and the UK General Data Protection
Regulation (GDPR).

Health and Safety risks are robustly managed in accordance with the health
and safety policies and procedures alongside the implementation of standard
operating procedures, which are regularly reviewed and updated as needed.

Principle G: Implementing good practices in transparency, reporting, and audit,
to deliver effective accountability.

7.8.1

The Authority, with assistance from the Monitoring Officer, oversees and
reviews the adequacy and effectiveness of governance arrangements and the
internal control environment.
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7.8.2

7.8.3

7.8.4

7.8.5

7.8.6

7.8.7

7.8.8

The Strategic Framework for Communications, Engagement and Consultation
sets out the approach for engaging with the public and other stakeholders. It
acknowledges the need for tailored strategies to address various audiences
and highlights the increased use of social media as a communication tool.
The Service’s website provides information on performance, strategies, plans,
financial statements and the annual report.

Reports and minutes from Authority and committees’ meetings are publicly
available on the Sunderland City Council website (the Authority’s secretariat).
These reports follow a structured format to ensure that the information is
presented clearly and consistently to facilitate decision-making.

The Procurement team strives to achieve value for money while providing
support, guidance and advice. They critically assess the procurement process
to ensure compliance with legal requirements. When necessary, tenders are
used to test the market to secure the best value contracts. The Procurement
Services Manager and the team offer clear guidance on procuring goods and
services in line with the Authority’s standing orders, procurement best practice
and regulations.

The risk management and internal control environment is assessed through a
programme of independent assurance audits conducted by the internal audit
team. Arrangements are in place to ensure that recommendations for
improvement are addressed and implemented.

This Statement affirms that an adequate governance framework is in place for
effective performance. The Authority’s Statement of Accounts, along with its
performance in key areas, risks and priorities are subject to scrutiny by
external audit.

Processes are in place to record, monitor and implement improvement
recommendations whether they are self-identified or come from HMICFRS,
internal or external audit or other regulatory bodies. Elected members and
officers receive regular reports on improvement and performance against
KPls and milestones.

As a public service organisation, the Authority is committed to using public
funds prudently and maintaining the highest standards of conduct throughout
the organisation. The Authority’s Counter-Fraud Framework and
Whistleblowing (Confidential Reporting) Policy support this commitment.

8 Other assurance

8.1 Internal Audit

8.1.1 The Governance Committee approved the 2024/2025 internal audit plan during their
meeting on 26 February 2024. The audits conducted in the year, provided substantial
assurance levels (low risk):

e Replacement of the Operational Communication System (substantial
assurance).

e Community Risk Management Plan (substantial assurance).

¢ Risk Management (substantial assurance).

e Information Access Requests (audit planned for Q4).
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8.1.2

8.1.3

8.2

8.2.1

8.2.2

8.3

8.3.1

8.3.2

8.3.3

9.1

e Financial Transaction Testing (substantial assurance).
e Human Resource Action Plan (audit planned Q4).

In addition, audit work was also undertaken on Sunderland City Council’s key financial
systems, which are used by the Authority. Systems audited included:

e Accounts Payable (substantial assurance).
e Accounts Receivable / Periodic Income (substantial assurance).
e Payroll (substantial assurance).

The Governance Committee received an update on the audit plan during their
meeting on 21 February 2025.

External Audit

Forvis Mazars completed their audit of the 2022/2023 Statement of Accounts during
2023/2024, with the associated Audit Completion Report being received by the
Governance Committee on 31 May 2024. The audit provided, as expected, full
assurance of the control environment and gave an unqualified audit opinion on the
audited accounts and the detailed arrangements the Authority had in place to achieve
value for money.

The auditors have now signed off the 2023/24 Statement of Accounts, with the
Auditor’'s Annual Report being issued on 27 February. The Statement of Accounts
was published online on 28 February in compliance with the statutory deadline.

Risk Management

The Executive Leadership Team continues to monitor business continuity practices
and risk management as a standing agenda item during their monthly meetings. This
approach has fostered a culture that embraces risk for growth while effectively
managing it.

The Internal Governance Board conducts a comprehensive review of the corporate
risk register each quarter. This process provides a proactive understanding of
individual risk events and overall risk management, optimising success by minimising
threats and maximising opportunities. The outcomes of these reviews inform the bi-
annual risk update reports submitted to the Governance Committee. These reports
enable committee members to provide independent assurance regarding the
adequacy of the risk management framework and the associated control
environment. The Committee received its most recent report in February 2025.

In November 2024, an internal audit conducted by Sunderland City Council’s Principal
Auditor provided substantial assurance regarding the Service’s arrangements for
monitoring and reporting on the risks and mitigating actions outlined within the
corporate risk register.

His Majesty’s Inspectorate of Constabulary and Fire & Rescue Services
Inspection

Additional assurance is provided through His Majesty’s Inspectorate of Constabularies

and Fire & Rescue Services (HMICFRS). The most recent inspection of the Service
took place in April 2024, with the report issued on 8 October 2024. A copy of the
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report titled Effectiveness, Efficiency and People 2023—25: An inspection of Tyne and
Wear Fire and Rescue Service is available on the HMICFRS website.

9.2 The Service received eight ‘adequate’ gradings, two ‘good’ gradings and one ‘requires
improvement’ across the eleven inspection diagnostics. These evaluations have been
reviewed and the Service has developed an action plan to address the findings. The
following summary has been extracted from the report:

improvement

Public safety through  Understanding fire Promoting fairness
fire regulation and risk and diversity

Responding to major Preventing fire and
incidents risk

Responding to fires
and emergencies

Best use of
resources

Future affordability

Promoting values
and culture

Right people, right
skills

Managing
performance and
developing leaders

10 How the Authority addressed the 2024/2025 improvement actions

10.1  The Annual Governance Statement 2023/2024 included five improvement actions to
be progressed during 2024/2025, and the Internal Governance Board monitored the
progress of these actions.

10.2 One action has been completed, while four have been carried over for completion in
2025/2026. An update on these actions is provided below and on the following page:

No | Actions to be taken Lead officer Timescale
1 HR policies Director of People | September
Services 2025

Update: This action is ongoing.

The Internal Governance Board and the Senior Leadership Team regularly review
the development of policies to monitor their progress. Several policies have been
reviewed, refreshed and submitted for consultation, while the remaining reviews
have been assigned to the HR team. These policy reviews are in line with the
established timelines.
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2 | Stakeholder analysis and Director of March 2026
prioritisation Corporate Services

Update: This action has been carried forward to 2025/2026.

In 2024, the Service conducted stakeholder analysis and prioritisation as part of
developing the new Strategic Communications and Engagement Practice
Statement. This action will continue to promote further progress in enhancing our
engagement activities with key stakeholders and standardising our approach
across departments. The Service will collaborate more closely with partners to
inform our targeting of activities and contribute to the development of our strategies
and corporate plans.

3 | Standardisation of the Data Director of People | March 2024
Protection Officer role Services

Update: This action has been completed.

The Service conducted a review to enhance its information governance practices.
As a result, a set of policies has been published, and automated processes have
been established to improve efficiency. Additionally, support for this area has been
reevaluated. The review of the support roles resulted in the transfer of the
Information Governance Advisor and Data Protection Officer positions to the Data
and Information department. This move aims to improve the management of all
information governance practices and ensure greater resilience for both roles. An
internal audit confirmed a substantial level of assurance regarding GDPR
compliance.

4 | Review the leaver checklist Director of People | June 2025
process to ensure it is working Services
effectively

Update: This action has been carried forward to 2025/2026.

The leaver process has been enhanced through the introduction of a new ‘Leaver
Checklist’. However, not all equipment and uniform items are being returned to the
Service. To address this issue, the People and Culture department has formed a
working group that includes representatives from Estates and Facilities, Stores and
ICT. This group will review the leaver process to ensure that internal controls are
effectively implemented, thereby reducing risks to the Service.

5 | Digitalisation of the Occupational | Director of People | March 2026
Health Unit Services

Update: This action has been carried forward to 2025/2026.

Progress has been made during 2024/2025. As of January 2024, all new
employees have electronic files. Approximately 480 current employees also have
electronic files, which include two years of scanned surveillance history records for
reference. Additionally, a budget has been secured to hire an external company to
complete the scanning of the legacy paper files into the electronic system.

Governance matters identified in 2024/2025 for improvement during 2025/2026

The system of governance, including internal controls can provide only reasonable
and not absolute assurance that assets are safeguarded, transactions are authorised
and properly recorded, and that material errors or irregularities are either prevented or
detected within a timely manner. This system ensures that value for money is being
achieved and that significant risks affecting the Service’s objectives are mitigated.
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11.2

11.3

12

121

12.2

12.3

The annual governance review 2024/2025 identified three new improvement actions.
These actions are outlined below and will be monitored by the Internal Governance
Board throughout 2025/2026.

No | Actions to be taken Lead officer Timescale
1 Review and update the Director of June 2025
Authority’s standing orders and Corporate
scheme of delegation Services

To ensure that they are:

e Fit for purpose

o Reflective of current regulation, law and good practice guides.

e Provide an easily accessible document that sets out the governance and
effective operation of the Authority and all matters delegated from them
to the Chief Fire Officer or others.

e To ensure that the terms of reference of each Committee reflects the
actual business of these.

e To ensure there is no outdated terminology or terms of a gender-specific
nature across the document.

e To align fully with the core code of conduct and ethics of the Service and
all any that apply to Authority members.

e Clearly set out the statutory roles required within the standing orders and
their remits and responsibilities.

2 | Arrange additional information Director of April 2025
governance and data protection Corporate
training for the relevant Service Services
employees.

Arrange for further information governance training to the Data and
Information team and deliver Data Protection Officer (DPO) training to the
DPO, Deputy DPO, Head of function and Information Governance Advisor.
3 Implement the plan of the Senior | Assistant Chief Fire| September
Leadership Team to review and Officer 2025
update all outdated Service
policies and procedures.
The Senior Leadership Team oversees all Service policies and procedures
and has developed a plan to review and update outdated policies.

The Internal Governance Board will ensure the delivery of the actions needed to
improve the Authority’s governance framework and will report on the progress against
these actions.

Opinion on the Governance Framework

Based on the review of the Authority’s governance arrangements during 2024/2025,
including the internal control and risk management environments, we conclude that
the Authority’s governance arrangements continue to be fit for purpose.

While no review can provide absolute assurance, this statement is intended to offer
reasonable assurance that there is an ongoing process for examining the Authority’s
governance framework and its practical implementation.

Based on the evidence examined, the Authority’s governance framework has

remained in place for the year ended 31 March 2025 and continues to be effective up
to the approval date of the 2024/2025 Statement of Accounts.
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13.1

13.2

Agreement on the Annual Governance Statement

We consider that the governance arrangements and internal control environment, as
outlined in this statement and the Authority’s Code of Corporate Governance, have
been effectively functioning during 2024/2025, with the exception of the improvement
actions identified in sections 10.2 and 11.2.

The Internal Governance Board will conduct quarterly checks to ensure that
improvements are implemented. We are satisfied that these steps will address the
identified areas for improvement, and we will monitor their implementation and
effectiveness throughout the year, as well as in our next annual governance review.

Councillor Phil Tye Peter Heath Michelle Ronan
Chair of the Chief Fire Officer/ Director of Finance,
Fire Authority Chief Executive Estates and Facilities

(S151 Officer)

Date: Date: Date:
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1. Introduction

Corporate governance refers to how an organisation is directed, controlled, and managed. It
defines the relationships and the distribution of rights and responsibilities among everyone
involved in the organisation. Furthermore, it establishes rules and procedures for setting
organisational objectives, provides mechanisms for achieving those objectives and
facilitates monitoring performance. Importantly, corporate governance defines where
accountability lies within the organisation.

This Code outlines our commitment to upholding high standards of corporate governance by
setting out the principles we apply to ensure we are achieving our intended outcomes while
acting in the public interest. It aims to provide stakeholders with a clear understanding of our
operations and business.

2. Purpose

Tyne and Wear Fire and Rescue Authority (hereby known as ‘the Authority’) is the publicly
accountable body that oversees the service delivery of the Tyne and Wear Fire and Rescue
Service on behalf of the community. The Authority is committed to demonstrating that it has
the necessary arrangements in place to perform effectively and this Code illustrates how it
will meet this commitment.

The purpose of this Code is to bring together the various stands of our governance
arrangements into one single document. It serves as a public statement that outlines how
the Authority will meet and demonstrate its commitment to good governance. It describes
how the Authority will fulfil its responsibilities and govern the fire service in accordance with
good governance principles. It reflects the Authority’s structure, functions, and governance
arrangements which encompass systems, processes, culture, and values by which the
Authority is directed and controlled.

The Authority is responsible for ensuring that services are delivered in compliance with the
law and statutory responsibilities, safeguarding and properly accounting for public funds and
using these funds in accordance with Best Value Principles. Good corporate governance
requires the Authority to conduct its functions with accountability, transparency,
effectiveness, integrity, impartiality, and inclusivity.

3. The core principles of good governance

At the heart of the Code are the seven core principles of good corporate governance, each
accompanied by supporting characteristics that outline how the Authority will demonstrate
these principles in practice.

The seven principles from the Chartered Institute of Public Finance and Accountancy and
the Society of Local Authority Chief Executives (CIPFA/SOLACE) Delivering Good
Governance in Local Government Framework (2016).

This framework guides the Authority in developing a measured and proportionate approach
to governance and provides a structure for assessing and reporting on the effectiveness of
our corporate governance arrangements in the Annual Governance Statement.

The accompanying diagram illustrates that good governance is a dynamic process and
emphasises that improving governance requires constant evaluation and review.
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G. Implementing good
practices in transparency,
reporting, and audit, to economic,
deliver effective environmental benefits
accountability

A. Behaving with
integrity, demonstrating
strong commitment to ethical
values, and respecting
the rule of law

D. Determining the
interventions necessary
d to optimize the
and strong public stakeholder engageme achievement of the
financial management intended outcomes

Developing the
entity’s capacity,
including the capability
of its leadership and the
individuals within it

Principles A and B focus on acting in the public interest and are behaviourally orientated
and influence the application of the other five principles:

e Principle A. Behaving with integrity, demonstrating strong commitment to ethical
values, and respecting the rule of law.

e Principle B. Ensuring openness and comprehensive stakeholder engagement.

Principles C to G should be implemented as a series of activities to enhance governance
and foster continuous improvement, ensuring effective arrangements are in place for:

e Principle C. Defining outcomes in terms of sustainable economic, social, and
environmental benefits.

¢ Principle D. Determining the interventions necessary to optimise the achievement of
intended outcomes.

¢ Principle E. Developing the Authority’s capacity, including the capability of its
leadership and the individuals within it.

¢ Principle F. Managing risks and performance through robust internal control and
strong public financial management.

¢ Principle G. Implementing good practices in transparency, reporting, and audit to
deliver effective accountability.
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Each principle focuses on specific aspects of the Authority’s governance responsibilities.
Section 7 of this Code outlines the key roles within the Authority’s governance framework,
while Sections 8 and 9 offer supporting evidence of how the Authority fulfils its
commitment to good governance.

The CIPFA/SOLACE framework supports the Authority in reviewing and accounting for its
approach, with the overall aim of ensuring that:

e Resources are allocated according to agreed policies and priorities.

e Decision-making is sound and inclusive.

e There is clear accountability for resources used to achieve desired outcomes for
service users and communities.

The framework further enables the Authority to monitor the success of its strategic
objectives and to assess whether those objectives are being met and delivering value for
money.

Good governance leads to effective:

Leadership and management
Performance and risk management
Stewardship of public funds

Public engagement and consultation
Outcomes for service users and the public

4. The importance of the system of internal control

The system of internal control is a significant part of the Authority’s governance framework.
It is designed to manage risk to a reasonable level, acknowledging that it cannot eliminate
all risks associated with achieving policies, aims and objectives. Therefore, it can only
provide reasonable, not absolute assurance of effectiveness.

The system of internal control is based on an ongoing process designed to identify and
prioritise the risks to achieving the Authority’s objectives. It evaluates the likelihood of
those risks being realised, the impact should they be realised, and manages them
efficiently, effectively, and economically.

The system of internal control ensures that in conducting its business, the Authority:

e Upholds its values and ethical standards.

e Operates in a lawful, open, inclusive, and honest manner.

e Ensures that its vision, mission, and purpose drive the service planning, delivery, risk
management arrangements, project, and performance management.

e Manages human, financial, environmental, and other resources efficiently and
effectively.

e Implements a Community Risk Management Plan (CRMP).

e Conducts consultation, engagement, and communication strategies for both internal
and external stakeholders.

e Establishes robust arrangements for the management of risk.

e Safeguards public funds and assets from inappropriate use, loss, or fraud, ensuring
they are properly accounted for and used economically, efficiently, and effectively.

e Maintains accurate records and information.

e Promotes continuous improvement in its operations.
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5. Benefits of operating a governance framework

There are significant benefits to operating a governance framework including streamlined
and synchronised information on performance and the management of risk, which helps
the Authority operate efficiently and effectively.

An effective governance framework:

e Provides timely and reliable information about the effectiveness of risk management
and control issues.

e Facilitates the escalation of risk and control issues to the attention of senior officers, by
presenting a comprehensive view of governance across the risk environment.

e |dentifies gaps in governance that are vital to the Authority and allows for prompt
action to address them.

e Raises awareness of the Authority’s risk profile and strengthens accountability and
ownership of controls and assurance, preventing duplication or overlap.

e Provides supporting evidence to produce the Annual Governance Statement.

e Clarifies, rationalises, and consolidates multiple assurance inputs, offering greater
oversight of governance for the Authority.

6. Monitoring and Review

Regulation 6(1)(a) of the Accounts and Audit (England) Regulations (2015) requires the
Authority to conduct an annual review of the effectiveness of the systems of its internal
control systems and include a statement reporting on the review, known as an Annual
Governance Statement.

The Authority monitors its governance arrangements in practice and reviews them
annually to ensure they remain current and effective. The review process:

e Assesses compliance with the Code of Corporate Governance.
e Provides an opinion on the effectiveness of the Authority’s governance arrangements.
e Outlines how continuous improvement in governance systems will be achieved.

Key sources of assurance are drawn from:

e Feedback from elected members (Councillors).

e Assurance from Statutory Officers.

e Input from senior managers in the Service, who are responsible for developing and
maintaining the governance environment.

e Corporate risk management arrangements.

e Independent findings from Internal Audit regarding the internal control environment,
along with the Head of Internal Auditor’s annual report.

e Views from the External Auditor.

e Recommendations from His Majesty's Inspectorate of Constabulary and Fire and
Rescue Services or other relevant external bodies or review agencies.

e Partnership governance arrangements.

e Counter fraud and corruption arrangements.

The results of this assessment are used to:

Identify actions needed for continuous improvement in corporate governance.
Identify new and emerging governance issues.
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e Inform the work of internal audit.

e Update the Code of Corporate Governance.

e Prepare the Annual Governance Statement, which is scrutinised by the Governance
Committee, Fire Authority and publicly reported in the Annual Statement of Accounts.

7. Key roles in the Authority’s governance framework
Role of the Authority

The Authority is the publicly accountable body responsible for overseeing Tyne and Wear
Fire and Rescue Service on behalf of the communities of Tyne and Wear. It operates
under a constitution that outlines the governance framework for conducting its business.
Responsibilities and functions are assigned to the Authority’s committees/sub-committee
or senior officers through a scheme of delegation.

As the decision-making body, the Authority approves the constitution, fire service strategy,
governance reports, and budgetary framework. Elected members, with support from their
officer colleagues, are responsible for:

e Determining the policy direction of the fire service.

e Setting a budget to fund the delivery of that policy direction.

e Conducting scrutiny to ensure that intended outcomes are being achieved
efficiently, effectively and in accordance with statutory requirements.

The Authority’s constitution details its operational procedures, including the roles,
responsibilities and relationships between committees, decision-making processes, and
procedures to ensure that decisions are efficient, transparent, and accountable to local
communities. Some processes are mandated by law, while others are determined by the
Authority.

The Authority is composed of seventeen elected members. Fire Authority meetings are
monthly from June to April, with the Annual General Meeting (AGM) occurring each June.
At the AGM, the format and structure of the Authority’s democratic decision-making
process are reaffirmed, and approval is given for the appointment of a Chair, Deputy
Chair, and members of each committee/sub-committee. The composition of each
committee reflects the political balance of the elected members, and the terms of
reference and responsibilities of the committees are detailed in the constitution.

The committee structure includes three standing committees: the Governance Committee,
Policy and Performance Committee and Human Resources Committee. Additionally, there
are three further committees and one subcommittee that convene to address specific
issues: the Appointments Committee, Disciplinary Appeals Committee, Personnel Appeals
Sub-Committee and an Emergency Committee.

The Authority and its committees monitor the effectiveness of risk management
arrangements, regularly review governance practices, consider, and review internal and
external audit plans, reports, and review, scrutinise, and approve the Annual Statement of
Accounts. They also receive regular feedback from senior officers regarding services and
the achievement of objectives and targets.
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Role of the Governance Committee

The Governance Committee is an essential part of the Authority’s governance framework.
It independently assesses the adequacy and effectiveness of the Authority’s governance
arrangements, risk management and the internal control environment.

The remit and functions of the Governance Committee are guided by the CIPFA Audit
Committees — Practical Guidance for Local Authorities and Police (2022), which outlines
best practices for roles and responsibilities.

The Committee is chaired by an independent person, in line with best practice and
includes two independent persons along with elected members of the Authority to provide
external scrutiny. The Committee meets regularly to scrutinise both financial and non-
financial performance and is responsible for:

e Monitoring the effectiveness of the Authority’s risk management arrangements,
internal controls and governance processes ensuring that these systems comply
with statutory requirements and other relevant regulations and guidance.

e Reviewing governance arrangements through reports prepared by officers
responsible for governance.

e Making recommendations regarding relevant governance aspects of the
constitution.

e Reviewing internal audit’s Annual Audit Plan and Report, as well as the reports
and opinions of the external auditor, including the Auditor's Annual Report and
other inspection agencies.

e Monitoring the implementation of actions in response to any issues raised by
auditors and inspectors.

e Overseeing the Authority’s ethical framework and promoting high standards of
conduct, working closely with the Monitoring Officer to address complaints about
Member conduct.

e Ensuring that the Authority’s assurance statements accurately reflect the risk
environment and identify appropriate actions needed for improvement.

e Approving the Annual Accounts while monitoring the financial position throughout
the financial year, including the year-end out-turn.

e Providing recommendations and comments to the Authority for consideration, as
necessary.

Role of Statutory Officers

The Authority must appoint statutory officers who are essential for ensuring that it
conducts its affairs appropriately.

Head of Paid Services is the Chief Fire Officer/Chief Executive and Clerk to the Authority

The Head of Paid Services has overall responsibility for the management and operational
activities of the fire service and:

e Provides professional advice to the Authority and its committees; and

e Ensures a system for recording and reporting Authority decisions, together with
the Monitoring Officer.
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Chief Financial Officer is the Director of Finance, Estates and Facilities

The Chief Financial Officer, as defined by CIPFA and as set out in section 151 of the Local
Government Act 1972, whose role is to ensure the proper administration of the Authority’s
financial affairs. The Director of Finance, Estates and Facilities serves as the Section 151
Officer and is a qualified accountant, supported by the Financial Services Team which
includes several professionally qualified finance officers.

The responsibilities of the Director of Finance, Estates and Facilities include:

e Ensuring that sound systems of financial control are in place to prevent fraud and
error while achieving value for money.

e Providing an effective internal audit service.

e Monitoring the Authority's financial position throughout the year and considering
the financial implications of decision-making, while ensuring compliance with
financial processes.

e Providing advice to officers and elected members on financial matters in line with
CIPFA’s statement on the Role of the Chief Financial Officer in Local Government
(2016). The Authority’s financial management arrangements must conform to the
governance requirements outlined in this CIPFA statement.

Monitoring Officer is the Assistant Director of Law and Governance at Sunderland City
Council

The Monitoring Officer is a qualified solicitor and as set out in section 5 of the Local
Government and Housing Act 1989 has the following responsibilities:

e Ensuring compliance with established policies, procedures, laws, and regulations,
and safeguarding the lawfulness and fairness of decision-making.

¢ Reporting on issues that may be illegal or could constitute maladministration.

e Addressing matters related to the conduct of elected members and Principal
Officers.

e Overseeing the operation of the Authority’s constitution and advising on the
adherence of decisions to the constitution.

Senior Information Risk Owner is the Assistant Chief Fire Officer

The Senior Information Risk Owner (SIRO) is accountable for information risk across the
Authority. The Data Protection Officer (DPO) and the Information Governance Advisor
support this role.

Good information risk management is a collective responsibility throughout all levels of the
Authority, with practices conducted in accordance with the Information Management
Framework.

Role of Management

Tyne and Wear Fire and Rescue Service operates two tiers of senior management, crucial
for maintaining the Authority’s governance framework.
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Executive Leadership Team

The Executive Leadership Team currently comprises the Chief Fire Officer/Chief
Executive, Deputy Chief Fire Officer, Assistant Chief Fire Officer, four Area Managers and
three Directors.

The Executive Leadership Team are responsible for:

e Implementing policy and budgetary frameworks and providing advice to the
Authority and its Committees on the development of future policies, procedures,
and budgetary matters.

e Overseeing the delivery of the Service’s corporate strategy and ensuring policy
implementation.

e Monitoring the implementation of audit recommendations or other
recommendations to address weaknesses in internal controls.

e Providing clear direction to the Senior Leadership Team.

Senior Leadership Team

The Senior Leadership Team comprises of Group Managers and Department Heads who
are responsible for:

e Developing and implementing the governance, risk, and control framework.

e Contributing to the effective corporate management and governance of the
Service.

e Ensuring that audit and other recommendations to address weaknesses in internal
controls are promptly acted upon.

Role of Internal Audit

Internal audit provides independent assurance and opinion on the adequacy and
effectiveness of the Authority’s risk management and control framework and is responsible
for monitoring the quality and effectiveness of systems and internal controls.

The Authority has a Service Level Agreement with Sunderland City Council to provide an
independent internal audit function. Internal audit operates in accordance with the CIPFA
Code of Practice for Internal Audit and the Public Sector Internal Audit Standards (2017).

Internal Audit delivers an annual audit plan focussed on risk-based audit activities,
developed in consultation with the Chief Fire Officer and the Director of Finance, Estates
and Facilities based on an assessment of current risks. After each audit, a draft report, and
proposed action plan (if necessary), is sent to the appropriate manager. Upon reaching an
agreement, a final report, including any agreed-upon action plan, is submitted to the Chief
Fire Officer/Chief Executive and the Director of Finance, Estates and Facilities.

The Internal Audit Plan sets out the work scheduled for the upcoming financial year.
Progress on the audit plan is reported regularly to the Governance Committee, culminating
with an end of year assessment and report that informs the Annual Governance
Statement.

The Internal Audit Plan outlines the work scheduled for the next financial year. Progress

on the audit plan is reported regularly to the Governance Committee, culminating in an
end-of-year assessment that informs the Annual Governance Statement.
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Audit recommendations are monitored, and updates on their progress are provided to the
Governance Committee. An Annual Report is prepared for the Governance Committee to
assure elected members regarding the Authority's internal control system.

Role of External Audit

The Authority’s current external auditors are Forvis Mazars, a limited liability partnership
appointed by Public Sector Audit Appointments Limited.

The external auditors audit the financial statement and provide an opinion on whether
these statements provide a true and fair view of the Authority’s financial position as of 31
March, as well as the income and expenditure for the year ended.

Additionally, the external auditors assess whether the Authority has established proper
arrangements to ensure economy, efficiency, and effectiveness in its use of resources and
provide a detailed assessment of these arrangements.

The Annual Audit Report offers independent assurance regarding the Authority’s financial
controls and value for money arrangements. It includes a thorough analysis and
commentary on the financial resilience and overall efficiency and effectiveness of the
Authority’s systems.

Role of Risk Management

A strong risk management framework is essential for the Service’s operational delivery
and decision-making processes. The Risk Management Policy and Procedure ensures
transparency and provides a comprehensive approach to risk management.

Directorate and strategic risk registers are maintained, along with appropriate action plans
to mitigate and manage identified risks. The Executive Leadership Team reviews the
corporate risk register, as necessary. Directorate risk registers are discussed during team
meetings, including those led by the Senior Leadership Team.

To ensure that risk is considered when making decisions, all reports presented to elected
members include a risk assessment of the proposed actions or their implications.
Additionally, these reports evaluate financial, equality and fairness, and health and safety
considerations. Risk assessments are also integrated into the fire service's project and
programme management processes.
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8. How the Authority meets the principles of good governance

Principle A. Behaving with integrity, demonstrating strong commitment to ethical
values, and respecting the rule of law.

The Authority are accountable for how much they spend, and how they use the resources
under their stewardship. This includes accountability for outputs both positive and
negative, and for the outcomes that are achieved.

In addition, the Authority has an overarching responsibility to serve the public interest by
adhering to legislation and government policies. It is essential that the Authority can
demonstrate the appropriateness of its actions and have mechanisms in place to
encourage and enforce ethical values and respect for the law.

The Authority will achieve this by:

Behaving with integrity

e Ensuring elected members and employees behave with integrity and lead a culture
where acting in the public interest is visibly and consistently demonstrated thereby
protecting the reputation of the Authority.

e Ensuring elected members take the lead in establishing specific standard operating
principles or values for the Authority and its staff and that they are communicated and
understood. These should build on the Seven Principles of Public Life (the Nolan
Principles).

e Leading by example and using the above standard operating principles or values as a
framework for decision-making and other actions.

¢ Demonstrating, communicating, and embedding the standard operating principles or
values through appropriate policies and processes, which are reviewed regularly to
ensure that they are operating effectively.

Demonstrating strong commitment to ethical values

e Monitor and maintain the Authority’s ethical standards and performance.

e Underpinning personal behaviour with ethical values and ensuring they permeate all
aspects of the Authority’s culture and operation.

e Developing and maintaining robust policies and procedures, which emphasise agreed
ethical values.

e Ensuring that external providers of services on behalf of the Authority are required to
act with integrity and in compliance with ethical standards expected by the Authority.

Respecting the rule of law

e Ensuring elected members and staff demonstrate a strong commitment to the rule of
the law as well as adhering to relevant laws and regulations.

e Creating the conditions to ensure that the statutory officers, other key post holders,
and elected members, can fulfil their responsibilities in accordance with legislative and
regulatory requirements.

e Striving to optimise the use of the full powers available for the benefit of citizens,
communities, and other stakeholders.

e Dealing with breaches of legal and regulatory provisions effectively, ensuring
corruption and misuse of power are dealt with effectively.
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Principle B. Ensuring openness and comprehensive stakeholder engagement.

The fire service operates for the public good and therefore, the Authority should ensure
openness in all its activities. Clear, trusted channels of communication and consultation
should be used to engage effectively with all groups of stakeholders, such as individual
citizens and service users, as well as stakeholders.

The Authority will achieve this by:

Openness

e Ensuring an open culture through demonstrating, documenting, and communicating
the Authority’s commitment to openness.

e Making decisions that are open about actions, plans, resource use, forecasts, outputs,
and outcomes. The presumption is for openness. If that is not the case, a justification
for the reasoning for keeping a decision confidential should be provided.

e Providing clear reasoning and evidence for decisions in both public records and
explanations to stakeholders and being explicit about the criteria, rationale and
considerations used. In due course, ensuring that the impact and consequences of
those decisions are clear.

e Using formal and informal consultation and engagement to determine the most
appropriate and effective interventions/ courses of action.

Engaging comprehensively with stakeholders

o Effectively engaging with stakeholders to ensure that the purpose, objectives and
intended outcomes for each stakeholder relationship are clear so that outcomes are
achieved successfully and sustainably.

e Developing formal and informal partnerships to allow for resources to be used more
efficiently and outcomes achieved more effectively.

e Ensuring that partnerships are based on:

o Trust.

o A shared commitment to change.

o A culture that promotes and accepts challenge among partners.
o The added value of partnership working is explicit.

Engaging with individual citizens and service users effectively

e Establishing a clear policy on the type of issues that the Authority will meaningfully
consult with or involve communities, individual citizens, service users and other
stakeholders to ensure that service (or other) provision is contributing towards the
achievement of intended outcomes.

e Ensuring that communication methods are effective and that elected members and
staff are clear about their roles regarding community engagement.

e Encouraging, collecting, and evaluating the views and experiences of communities,
citizens, service users and organisations of diverse backgrounds including reference to
future needs. Implementing effective feedback mechanisms to demonstrate how views
have been considered.

e Balancing feedback from more active stakeholder groups with other stakeholder groups
to ensure inclusivity.

e Taking account of the impact of decisions on future generations of taxpayers and
service users.
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Principle C. Defining outcomes in terms of sustainable economic, social, and
environmental benefits.

The long-term nature and impact of the Authority’s responsibilities mean that it should

define and plan outcomes and that these are sustainable. Decisions should further the fire

service’s purpose, contribute to intended benefits and outcomes, and remain within the
limits of authority and resources.

Input from all groups of stakeholders is vital to the success of this process and in
balancing competing demands when determining priorities for the finite resources
available.

The Authority will achieve this by:

Defining outcomes

e Having a clear vision, which is an agreed formal statement of the Authority’s purpose
and intended outcomes containing appropriate performance indicators, provides the

basis for the Authority’s overall strategy, planning and other decisions.

e Specifying the intended impact on, or changes for, stakeholders including citizens and

service users. It could be immediately or over a year or longer.

e Delivering defined outcomes on a sustainable basis within the resources that will be

available.

Sustainable economic, social and environmental benefit

e Considering and balancing the combined economic, social, and environmental impact

of policies and plans when making decisions about service provision.

e Taking a longer-term view about decision-making, taking account of risk, and acting

transparently where there are potential conflicts between the Authority’s intended
outcomes and short-term factors such as the political cycle or financial constraints.
e Determining the wider public interest associated with balancing conflicting interests

between achieving the various economic, social, and environmental benefits, through

consultation where possible to ensure appropriate trade-offs.
e Ensuring fair access to services.
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Principle D. Determining the interventions necessary to optimise the achievement of
intended outcomes.

The Authority achieves its intended outcomes by providing a mixture of legal, regulatory,
and practical interventions. Determining the right mix of these courses of action is a critically
important strategic choice that the fire service must make to ensure that intended outcomes
are achieved. Robust decision-making mechanisms ensure that their defined outcomes can
be achieved in a way that provides the best trade-off between the various types of resource
inputs while still enabling effective and efficient operations. Decisions made need to be
reviewed continually to ensure that the achievement of outcomes is optimised.

The Authority will achieve this by:

Determining interventions

e Ensuring decision makers receive objective and rigorous analysis of a variety of options
indicating how intended outcomes would be achieved and associated risks. Therefore,
ensuring best value is achieved, however, services are provided.

o Considering feedback from citizens and service users when making decisions about
service improvements or where services are no longer required to prioritise competing
demands within limited resources available including people, skills, land, and assets and
bearing in mind future impacts.

Planning interventions

e Establishing and implementing robust planning and control cycles that cover strategic
and operational plans, priorities, and targets.

e Engaging with internal and external stakeholders in determining how services and other
courses of action should be planned and delivered.

e Considering and monitoring risks facing each partner when working collaboratively,
including shared risks.

e Ensuring arrangements are flexible and agile so that the mechanisms for delivering
goods and services can be adapted to changing circumstances.

e Establishing appropriate key performance indicators as part of the planning process to
identify how the performance of services and projects is to be measured.

e Ensuring capacity exists to generate the information required to review service quality
regularly.

e Preparing budgets in accordance with objectives, strategies, and the Medium Term
Financial Strategy.

e Informing medium and long-term resource planning by drawing up realistic estimates of
revenue and capital expenditure aimed at developing a sustainable funding strategy.

Optimising achievement of intended outcomes

e Ensuring the Medium Term Financial Strategy integrates and balances service priorities,
affordability, and other resource constraints.

e Ensuring the budgeting process is all-inclusive, considering the full cost of operations
over the medium and longer term.

e Ensuring the Medium Term Financial Strategy sets the context for ongoing decisions on
significant delivery issues or responses to changes in the external environment that may
arise during the budgetary period for outcomes to be achieved while optimising resource
usage.

e Ensuring the achievement of ‘social value’ through service planning and commissioning.
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Principle E. Developing the Authority’s capacity, including the capability of its
leadership and the individuals within it.

The Authority needs appropriate structures and leadership, as well as people with the right
skills and appropriate qualifications to operate efficiently and effectively and achieve their
intended outcomes within specified periods.

The fire service must ensure that it has both the capacity to fulfil its strategic objectives
and to make certain that there are policies in place to guarantee that its management has
the operational capacity for the organisation as a whole. Because both individuals and the
environment in which the fire service operates will change over time, there will be a
continuous need to develop its capacity as well as the skills and experience of the
leadership of individual staff members.

Leadership is strengthened by the participation of people of diverse types of backgrounds,
reflecting the structure and diversity of communities.

The Authority will achieve this by:

Developing the Authority’s capacity

e Reviewing operations, performance, and use of assets regularly to ensure their
continuing effectiveness.

e Improving resource use through appropriate application of techniques such as
benchmarking and other options to determine how resources are allocated so that
defined outcomes are achieved effectively and efficiently.

e Recognising the benefits of partnerships and collaborative working where added value
can be achieved.

e Developing and maintaining an effective workforce plan to enhance the strategic
allocation of resources

Developing the capacity of the Authority’s leadership and other individuals

e Developing protocols to ensure that elected members and officers negotiate with each
other regarding their respective roles and that a shared understanding of roles and
objectives is maintained.

e Publishing a statement that specifies the types of decisions that are delegated and
those reserved for the collective decision-making of the governing body.

e Ensuring the Chair and the Chief Fire Officer/Chief Executive, have clearly defined and
distinctive leadership roles whereby the Chief Fire Officer/Chief Executive, leads in
implementing strategy and managing the delivery of services and other outputs set by
elected members and each provides a check and a balance for each other’s authority.

e Developing the capabilities of elected members and senior management to achieve
effective leadership and to enable the Authority to respond successfully to changing
legal and policy demands as well as economic, political, and environmental changes
and risks by ensuring elected members and:

o Staff have access to appropriate induction tailored to their role and ongoing training
and development matching individual and organisational requirements is available
and encouraged.

o Officers have the appropriate skills, knowledge, resources, and support to fulfil their
roles and responsibilities and ensure that they can update their knowledge
continuously.
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Principle F. Managing risks and performance through robust internal control and
strong public financial management.

The Authority needs to ensure that the organisational and governance structures that it
oversees have implemented, and can sustain, an effective performance management
system that facilitates the effective and efficient delivery of planned services. Risk
management and internal control are important and integral parts of a performance
management system and crucial to the achievement of outcomes.

Risk should be considered and addressed as part of all decision-making activities. A
robust system of financial management is essential for the implementation of policies and
the achievement of intended outcomes, as it will enforce financial discipline, strategic
allocation of resources, efficient service delivery, and accountability.

It is also essential that a culture and structure for scrutiny is in place as a key part of
accountable decision-making, policy making and review. A positive working culture that
accepts, promotes, and encourages constructive challenge is critical to successful scrutiny
and successful delivery. Importantly, this culture does not happen automatically, it requires
commitment from those in authority.

The Authority will achieve this by:

Managing risk

e Recognising that risk management is an integral part of all activities and must be
considered in all aspects of decision-making.

e Implementing robust and integrated risk management arrangements and ensuring that
they are working effectively.

e Ensuring that responsibilities for managing individual risks are allocated.

Managing performance

e Monitoring service delivery effectively including planning, specification, execution, and
independent post-implementation review.

e Making decisions based on relevant, clear objective analysis and advice pointing out
the implications and risks inherent in the Authority’s financial, social, and environmental
position and outlook.

e Ensuring an effective scrutiny or oversight function is in place, which provides
constructive challenge, and debate on policies and objectives before, during and after
decisions are made thereby enhancing the Authority’s performance and that of the fire
service, for which it is responsible.

e Encouraging effective and constructive challenge and debate on policies and
objectives to support balanced and effective decision-making.

e Providing elected members and senior management with regular reports on service
delivery plans and progress towards outcome achievement.

e Ensuring there is consistency between specification stages (such as budgets) and
post-implementation reporting (e.g. financial statements).

Robust internal control

e Aligning the risk management strategy and policies on internal control with achieving
objectives.

e Evaluating and monitoring risk management and internal control regularly.

e Ensuring effective counter-fraud and anti-corruption arrangements are in place.
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e Ensuring additional assurance on the overall adequacy and effectiveness of the
framework of governance, risk management and control is provided by the internal
auditor.

e Ensuring an audit committee or equivalent group/function, which is independent of the
executive and accountable to the governing body:

o Provides a further source of effective assurance regarding arrangements for
managing risk and maintaining an effective control environment.
o That its recommendations are listened to and acted upon.

Managing data

e Ensuring effective arrangements are in place for the safe collection, storage, use and
sharing of data, including processes to safeguard personal data.

e Ensuring effective arrangements are in place and operating effectively when sharing
data with other bodies.

e Reviewing and auditing regularly the quality and accuracy of data used in decision-
making and performance monitoring.

Strong public financial management

e Ensuring financial management supports both long-term achievement of outcomes and
short-term financial and operational performance.

e Ensuring well-developed financial management is integrated at all levels of planning
and control, including management of financial risks and controls.
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Principle G. Implementing good practices in transparency, reporting, and audit to
deliver effective accountability.

Accountability is about ensuring that those making decisions and delivering services are
answerable for them. Effective accountability is concerned with not only reporting on
actions completed but also ensuring that stakeholders can understand and respond as the
fire service plans and conducts its activities in a transparent manner. Both internal and
external audits contribute to effective accountability.

The Authority will achieve this by:

Implementing good practice in transparency

Writing and communicating reports for the public and other stakeholders in a fair,
balanced and understandable style appropriate to the intended audience and ensuring
that they are easy to access and interrogate.

Striking a balance between providing the right amount of information to satisfy
transparency demands and enhance public scrutiny while not being too onerous to
provide and for users to understand.

Implementing good practices in reporting

Reporting at least annually on performance, value for money and stewardship of
resources to stakeholders in a timely and understandable way.

Ensuring elected members and senior management own the results reported.
Ensuring robust arrangements for assessing the extent to which the principles
contained in this framework have been applied and publishing the results of this
assessment, including an action plan for improvement and evidence to demonstrate
good governance (the Annual Governance Statement).

Ensuring that this framework is applied to jointly managed or shared service
organisations as appropriate.

Ensuring the performance information that accompanies the financial statements is
prepared on a consistent and timely basis and the statements allow for comparison
with other, similar organisations.

Assurance and effective accountability

Ensuring that recommendations for corrective action made by external audit are acted
upon.

Ensuring an effective internal audit service with direct access to elected members is in
place, providing assurance regarding governance arrangements and that
recommendations are acted upon.

Welcoming peer challenges, reviews and inspections from regulatory bodies and
implementing recommendations.

Gaining assurance on risks associated with delivering services through third parties
and that this is evidenced in the annual governance statement.

Ensuring that when working in partnership, accountability arrangements are clear and
the need for wider public accountability has been recognised and met.
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9. Our Code of Corporate Governance evidence of compliance

The tables below takes each of the good governance principles and sets out the
documents, systems and processes that comprise the Authority’s governance framework.

The Authority has a broad range of strategies and policies in place, and this is not
intended to be an exhaustive list.

Principle A
Principle B
Ensuring openness
Principle C
Defining outcomes
Principle D
Determining interventions
Principle E
Developing the
Authoritys capacity
Principle F
Managing risk,
performance & finance
Principle G
Implementing good practices
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Constitution: Part 1 Standing Orders X
Constitution: Part 2 Financial Regulations X
Constitution: Part 3 Delegation Scheme X
Constitution: Part 4 Terms of Reference

Constitution: Part 5 Codes of Conduct X

Constitution: Part 6 Members Allowance
Scheme

Annual departmental plans X

Annual Equality and Gender Pay Gap
report

Annual Governance Statement X

X X X X X | X
X X X X X X X
x| X

x

Annual Report: Our year in review

X X X X X

Annual Service Operating Plan

Authority and committee timetable and
report publication

X X X X X X
x
X X XX

Budget monitoring/preparation

Business continuity management

Career conversations including
arrangements for succession planning

Capital policy and programme

X X X X
X XX X X X
X X XX X X X X

x
X

Code of Corporate Governance
Community Risk Management Plan X
Community Risk Profile

Compliments and complaints policy,
procedure, and annual report.

Counter fraud framework and
investigations

Declarations of Interest X X X X
Efficiency Plan X

X X X X X
X | X
x
x
x| X

x
x

48 of 126 20



Equality impact assessments

External audit of accounts, Auditor’s
Annual Report and V4M opinion

Freedom of Information Act publication
scheme

Governance Committee

Health and safety policy, inspections, and
reporting

HMICFRS inspections and reports
HR disciplinary policy
Induction guidelines/checklist

Information Management Framework—
data, documentation, and security policies

Internal Audit Plan and Annual Report
Job descriptions and recruitment
Medium Term Financial Strategy
Member allowance scheme

Member induction and development
programme

Minutes of Fire Authority and Committee
meetings

Modern Day Slavery Statement
Narrative Statement

Occupational Health Unit — employee
assistance, health, and wellbeing

Partnership register/agreements
Pay policy statement

Performance and development review
(PDR) and career conversations

Performance management/reporting
Privacy policy/notice

Procurement policy

Public consultations

Programme management office — project
planning

Register of delegated decisions
Register of gifts and interests

January 2025
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Principle B
Ensuring openness

Behaving with integrity

X
X
X X
X X
X
X X
X X
X
X
X
X
X X
X X
X
X
X
X
X X
X X
X
X X
X X
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Principle C
Defining outcomes

X X

Principle D
Determining interventions

X

x| X

Principle E
Developing the
Authoritys capacity

Principle F

Managing risk,
performance & finance

X X X X X X X X

X X

X X

X X X X

Principle G
Implementing good practices

X X X X X

X X

X X

X

X

X X X X | X
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Reserves policy

Risk management arrangements and the
corporate risk register

Service planning and improvement plans
Staff engagement/surveys

Statement of Accounts

Statement of Assurance

Statutory Officer advice

Strategic Framework for Communications,
Engagement and Consultation

Strategic planning

Training records
Transparency Code
Treasury Management Policy
TWFRS Strategy 2025
TWFRS 2025 programme
TWFRS website

Vision, missions, and core values

Whistleblowing (confidential reporting)
policy

January 2025

Principle A

Principle B
Ensuring openness
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X

X
X X
X X
X X
X X
X X
X

X
X

X

X

X
X X
X X
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Principle C
Defining outcomes

X X X X X

X

X

X X

Principle D
Determining interventions

X X X X

X

Principle E
Developing the
Authoritys capacity

x

X X

Principle F

Managing risk,
performance & finance

XX X X X X X X X X

Principle G
Implementing good practices

X X X X [ X X X

X X
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TYNE AND WEAR FIRE AND RESCUE AUTHORITY Item No. 5

MEETING: FIRE AUTHORITY

SUBJECT: REWARD AND RECOGNITION IN TWFRS

JOINT REPORT OF THE CHIEF FIRE OFFICER/CHIEF EXECUTIVE (THE CLERK
TO THE AUTHORITY) AND THE DIRECTOR OF FINANCE, ESTATES AND
FACILITIES

1 INTRODUCTION

1.1 The purpose of this paper is to provide a progress update to Tyne and Wear
Fire and Rescue Authority (TWFRA) Members, on the amended approach to
reward and recognition in Tyne and Wear Fire and Rescue Service (TWFRS).

2 BACKGROUND

2.1 Members will be aware that rewarding and recognising staff is an important
cultural aspect of how the fire and rescue service operates, and it is important
to have appropriate arrangements and processes in place to help facilitate and
encourage this.

2.2  Recognition of service and achievement in the sector has historically been
focussed on length of service (long service good conduct), and meritorious or
brave actions. Such recognition is still very important, however the factors
generating reward / recognition have evolved over time.

2.3  Recognition of good performance, and action that may fall short of what is
considered ‘brave’ or ‘meritorious’ but is ‘over and above’, is also very
important in a modern organisation. it is important not just to recognise
duration of employment, but also how people perform and their contribution to
their team, the Service, and the community.

24 In 2024, TWFRS Executive Leadership Team approved a new Reward and
Recognition Framework, for implementation in 2024/2025, to support a more
proactive, modern and inclusive approach to staff recognition.

2.5 The framework was designed to reflect the Service’s drive to recognise
colleagues for commitment and effort in their day to day work, to support staff
engagement and motivation, and to continue to foster a culture of continuous
improvement.
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3.1

3.11

3.1.2

3.1.3

3.2

3.2.1

3.2.2

3.2.3

3.3

3.3.1

Progress update
Reward and Recognition Framework

Following a review of other fire and rescue services and blue light partners;
research into the approach of other (public and private sector) organisations;
and consultation with staff, a new Reward and Recognition Framework was
introduced to the Service in 2024.

The key objectives of this Framework are to:

Support consistent staff engagement across the Service

Promote positive behaviours

Provide consistency around reward and recognition

Align reward and recognition methods to both operational and non-
operational staff

e Foster a culture that rewards and recognises exceptional contribution
and behaviours.

The new approach encompasses informal, formal and national methods of
recognition, with clear links to Service policies and procedures in one place.

Introduction of Employee Nomination Scheme

A new Employee Nomination Scheme was introduced, to allow a method of
recognising staff at all levels in all roles, with criteria developed relating to
strategic priorities and improvement in the Service.

The nomination scheme has criteria that can provide several methods of
recognition depending on the level of impact to the Service, including informal
methods like face to face thanks, ranging to an intranet article, certificate, or
an invite to the annual awards ceremony for recognition.

Since the introduction of the new framework last year, the Service have
received:

e Seven meritorious conduct nominations. All seven were reviewed and
recognised through various means, (Fire Authority Award; CFO
commendations; letter of thanks from Principal Officers).

e Five employee nomination scheme submissions - five of which resulted
in being recognised through a letter of thanks / intranet article).

Amendments to current TWFRS Reward and Recognition Policies and
Procedures

As part of the review, Service procedures (e.g. meritorious conduct) have

been updated and are signposted to within the Reward and Recognition
Framework.
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3.4

3.41

3.4.2

3.5

3.5.1

3.5.2

3.5.3

3.5.4

3.5.5

Staff Ideas/Suggestion Scheme

The TWFRS ‘ldeas Hub’ was introduced in December 2023, and provides an
additional method of encouraging, promoting, and supporting staff engagement
across TWFRS, and in return, acknowledging staff contributions. To date’ the
Ideas Hub has received 44 ideas from staff. Of these:

3 ideas have been fully implemented

2 ideas are currently at trial stage

11 ideas are under review to determine their viability

28 ideas have been rejected with rationale or feedback provided.

Whilst the scheme is still in early stages, initial evaluation shows positive
progress. This scheme enables staff to communicate ideas to senior
management in a streamlined, consistent process that is recorded and
transparent. For all submissions, staff receive feedback whether they are
accepted or not and there will be the opportunity to recognise staff via the
Reward and Recognition framework options.

Reward and Recognition Awards Ceremony 2024/2025

In 2024, the Service decided to evolve and enhance the existing ‘Long Service
Good Conduct’ ceremony to become a ‘Reward and Recognition Ceremony’ —
encompassing recognition of the achievements via routes states above.

On 29 April 2025, the first of the new style annual ceremonies will be held at
TWFRS Headquarters. In addition to the long service good conduct medals
and certificates that will be awarded, the ceremony will also acknowledge and
provide awards under the following categories:

Department of the Year

Operational Watch / Station of the Year
Outstanding Innovation Award
Volunteer of the Year

Cadet of the Year

Above and beyond

Nominations for the awards were shortlisted by an ELT panel on 28 February.
Further information on this, and winners, will be circulated to members via
email after the ceremony, and a further paper be provided to ELT to submit to
a future Fire Authority meeting (proposed AGM in June).

The new approach is being piloted this year, and learning will be applied to the
2026 ceremony / scheme onwards.

Fire Authority Members will be invited to attend the ceremony.

19 Feb 2025
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3.6

3.6.1

4.1

4.2

5.1

6.1

7.1

8.1

External award nominations

In addition to enhancing the internal reward and recognition arrangements, the
Service has adopted a more proactive approach in submitting nominations for
external awards and accreditations. In addition to the awards won in 2024 /
early 2025, for the development of Hebburn Tri-Station; our approach to
decontamination; and apprentice champion, TWFRS is also shortlisted for the
IESE Public Sector Transformation Awards 2025: Fire Service of the Year.
The ceremony is scheduled to be held on 5 March 2025.

RISK MANAGEMENT

Research and staff feedback indicates employees appreciate being
recognised and acknowledged for their dedication to the Service. Having a
structured reward and recognition framework in place can help mitigate risks
of demotivation, disengagement, and enhance internal reputation.

A clear and effective recognition process also helps the Service demonstrate
its full commitment to staff engagement, and a positive, inclusive employee
experience.

FINANCIAL IMPLICATIONS

A small budget is allocated annually to support an annual awards ceremony,
and events are organised and held in-house top keep costs to a minimum and
focus on the purpose of the framework.

EQUALITY AND FAIRNESS IMPLICATIONS

There are no equality and fairness implications in respect of this report.
HEALTH AND SAFETY IMPLICATIONS

There are no health and safety implications in respect of this report.
RECOMMENDATIONS

Members are recommended to:

a) Review the contents of this report;
b) Receive further reports as appropriate.

BACKGROUND PAPERS

The under mentioned Background Papers refer to the subject matter of the above

report:
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Tyne and Wear Fire
and Rescue Authority

TYNE AND WEAR FIRE AND RESCUE AUTHORITY Item No. 6

MEETING: FIRE AUTHORITY 17 MARCH 2025

SUBJECT: MEMBERS’ ALLOWANCES SCHEME FOR THE FINANCIAL
YEAR 2025/26

JOINT REPORT OF THE CHIEF FIRE OFFICER/CHIEF EXECUTIVE (THE
CLERK TO THE AUTHORITY) AND THE DIRECTOR OF FINANCE,
ESTATES AND FACILITES

1 INTRODUCTION

1.1 Members are requested to note the report and approve the proposed
scheme to be applied for the 2025/26 financial year commencing on 1
April 2025.

2 BACKGROUND

2.1 The Authority is required to adopt and approve a Members’ Allowances
Scheme for each financial year. The practice of the Authority in past
years has been to use the Independent Remuneration Panel (IRP)
appointed by Sunderland City Council, to make recommendations
regarding its Scheme.

2.2 In September 2023 the Authority received and approved a report that
agreed to index link Members allowances to the annual firefighter (grey
book) pay award increase each year unless there was a material
change in the structure and / or composition of the Fire Authority when
a full independent review would then be undertaken. It was also
proposed that every four years an independent review would be
scheduled to ensure the remunerations were still current and
appropriate.

2.3  This revised approach was considered to be fair and equitable and
aligned members allowance increases to the pay increases of its
operational staff whilst still retaining an Independent Panel as required.

3. PROPOSED SCHEME FOR 2025/26

3.1 The view and recommendation of the Chief Fire Officer as Chief
Executive and Clerk to the Authority is therefore to apply the July 2025
grey book pay award to the 2024/25 approved allowances once the pay
award is settled.
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3.2

3.3

3.4

41

5.1

6.1

71

8.1

The details of the Authority’s approved Scheme for 2024/25 is set out
in the attached Appendix to this report. This will be updated for the
July 2025 grey book pay award once it is settled.

The Members Allowance Scheme must be approved annually but to
ensure that the proposed indexation is kept current and relevant it is
considered best practice and recommended to carry out an
Independent Panel review every fourth year or sooner should there be
any significant changes to the current structure of the Fire Authority.
As 2025/26 will be the third year of the new scheme linked to the grey
book pay award, a full independent panel review will be required for
2026/27.

RISK MANAGEMENT

There are no risk management implications in respect of this report.
FINANCIAL IMPLICATIONS

It is anticipated that the increase in members allowances can be
accommodated within the 2025/26 base budget for members
allowances.

EQUALITY AND FAIRNESS IMPLICATIONS

There are no equality and fairness implications in respect of this report
HEALTH AND SAFETY IMPLICATIONS

There are no health and safety implications in respect of this report
RECOMMENDATIONS

The Authority is recommended to:

a) Accept the proposed scheme for the financial year 2025/26
as set out in the report.
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APPENDIX —- SUMMARY OF MEMBERS’ ALLOWANCES FOR 2024/25
(July 2025 grey book pay award to be applied once settled)

Summary of Members’ Allowances (2024/25) £

Basic Allowance (2024/25) 2,730

Special Responsibility Allowances (2024/25):

Chair 13,976
Vice Chair 6,988
Chair — Policy and Performance Committee 6,988
Chair — Human Resources Committee 6,988
Leader of Majority Party in Opposition 3,494

Co-optees’ Allowances:

Governance Committee

Chair of Governance Committee 3,598

Independent Member 1,799
Where there is no single majority party in opposition and there is equal
representation of any opposition parties on the Joint Authority, the allowance
payable to the Leader of the Majority Party in Opposition shall be shared
equally between the Leaders of the Parties who are so represented.
Carer’s Allowances:
Actual expenditure up to a maximum of the equivalent of the current National
Living Wage or National Minimum Wage hourly rate, as appropriate,
dependent upon the age of the worker. The rate applicable shall be subject to
automatic increases in line with uprating of the Adult National Living Wage
and National Minimum Wage.

Travel Allowances:

Motor Cycle Allowance 24p per mile
Bicycle Allowance 20p per mile

Car Allowance:
45p per mile for first 10,000 miles and 25p thereafter

Passenger Supplement 5p per mile for the Passenger
(not exceeding 4)
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The rates for travel and car allowances are to be His Majesty’s Revenues and
Customs Rates. Allowances to be updated as and when HMRC publishes
revised allowances.

Accommodation and Subsistence Allowances:

Overnight Accommodation - the allowance will not be claimable as an
allowance as such, rather reasonable costs of an overnight stay (including
breakfast) will be met for business class accommodation (3 star or 4 star)
within and outside of London. Unless there are exceptional circumstances,
officers will book the accommodation direct selecting the most economic
option available and utilising the established procurement arrangements in
place. Where exceptional circumstances exist, these will be approved in
advance by the Finance Officer and reasonable costs will be reimbursed
subject to submission of receipts.

The above approach is proposed for dealing with overnight stays (including
breakfast). The subsistence rates for other meals, where necessary, are still
considered appropriate and would be in addition.

In the case of absence from the usual place of residence for a continuous
period which exceeds 4 hours but does not involve an overnight absence,
subsistence is payable as per the table set out below:

Breakfast Allowance £6.15
Lunch Allowance £8.46
Tea Allowance £3.33
Evening Meal Allowance £10.48

Reduction of Subsistence Allowance for Meals Provided Free of Charge:

Reduction for Breakfast provided £6.15
Lunch provided £8.46
Tea provided £3.33
Dinner provided £10.48

A contribution in excess of the above amounts can be made in exceptional
extenuating circumstances. Such circumstances must be approved in
advance by the Finance Officer.
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TYNE AND WEAR FIRE AND RESCUE AUTHORITY

MEETING: FIRE AUTHORITY 17 MARCH 2025 Item No. 7

SUBJECT: TREASURY MANAGEMENT POLICY AND STRATEGY 2025/2026,
INCLUDING PRUDENTIAL ‘TREASURY MANAGEMENT’ INDICATORS FOR 2025/2026
TO 2028/2029

REPORT OF THE DIRECTOR OF FINANCE, ESTATES AND FACILITIES

1.

1.1

2.1

2.2

3.1

Purpose of the Report

To present members with the Treasury Management Policy and Strategy (including both
borrowing and investment strategies) proposed for 2025/2026 for approval, to note the
Prudential “Treasury Management’ Indicators for 2025/2026 to 2028/2029, and to note any
comments provided by the Governance Committee who met on 21 February 2025 to
review and scrutinise this document on behalf of the Authority.

Treasury Management

Treasury Management is defined as “the management of the Authority’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.”

The Treasury Management function is a specialist service that is carried out by Sunderland
City Council on behalf of the Authority

Statutory requirements
The Local Government Act 2003 (the Act) requires the Authority to:

¢ ‘have regard to’ the CIPFA Prudential Code and the CIPFA Treasury
Management Code of Practice to set Prudential Indicators including specific
Treasury Management Indicators) for a minimum period of three years to ensure
that the Authority’s capital investment plans are affordable, prudent and
sustainable. These are detailed at Appendix 1.

e adopt a Treasury Management Policy Statement (detailed in Appendix 2), and
e to set out its Treasury Management Strategy Statement comprising the
Authority’s strategy for borrowing and the Authority’s policies for managing its

investments and giving priority to the security and liquidity of those investments
(set out in Appendix 3).
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3.2

3.3

4.1

The Ministry of Housing, Communities and Local Government (MHCLG) ‘Statutory
Guidance on Local Government Investments’ was updated in February 2018 and CIPFA
updated its Treasury Management in the Public Services Code of Practice and Prudential
Code in December 2021.

Changes to the investment guidance focused particularly on non-treasury investments
which are reported within the Commercial Activity — Investment Strategy section of the
Capital Strategy rather than in the Treasury Management Strategy. This ensures the
separation of the core treasury function where investments are made under security,
liquidity and yield principles, and non-treasury commercial and strategic investments. Code
updates continue to reinforce that local authorities must not borrow to invest primarily
for financial return.

CIPFA requirements

The Authority continues to fully adopt and to re-affirm annually its adherence to the updated
CIPFA Code of Practice on Treasury Management.

The primary requirements of the Code include that:

1. The Authority will create and maintain, as the cornerstones for effective treasury
management:

e a treasury management policy statement, stating the policies, objectives and
approach to risk management of its treasury management activities; and

e suitable treasury management practices (TMP’s), setting out the way the
Authority will seek to achieve those policies and objectives, and prescribing how
it will manage and control those activities.

e investment management practices (IMPs) for investments that are not for
treasury management purpose.

The content of the treasury management policy statement is detailed in
Appendix 2 and the TMP’s follow the recommendations contained in Sections
6 and 7 of the Code, subject only to minor variations where necessary to
reflect the particular circumstances of the Authority, and these do not result in
the Authority materially deviating from the Code’s key principles.

2. The Authority will receive reports on its treasury management policies, practices and
activities, including, as a minimum, an annual strategy and plan, in advance of the
year ahead, a mid-year review and an annual report after its close, in the form
prescribed in its TMP’s.

3.  The Authority delegates responsibility for the implementation and regular monitoring
of its treasury management policies and practices to this Committee, and for the
execution and administration of treasury management decisions to the Director of
Finance, Estates and Facilities, who acts in accordance with the Authorities Treasury
Management Policy Statement, TMPs and CIPFA’s Standard of Professional
Practice on Treasury Management.

4. The Authority has previously nominated the Governance Committee to be
responsible for ensuring effective scrutiny of the treasury management strategy and
policies.
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5.1

5.2

5.3

5.4

6.1

Treasury Management Strategy Statement for 2025/2026

The Treasury Management Strategy Statement comprises a Borrowing and an Investment
Strategy. These set out the Authority’s policies for managing its borrowing and investments
in 2025/2026.

There are no major changes proposed to the overall Treasury Management Strategy in
2025/2026, which maintains the careful and prudent approach adopted by the Authority in
previous years. Areas that inform the strategy include the extent of potential borrowing
included in the Capital Programme, the availability of borrowing and the current and
forecast global and UK economic positions, in particular forecasts relating to interest rates
and security of investments.

The proposed Treasury Management Strategy Statement for 2025/2026 is set out in
Appendix 3 and has been informed market data, market information and leading market
forecasts and views provided by the Authority’s treasury adviser, MUFG Corporate
Markets.

The Authority’s treasury management practices are subject to regular review to ensure
compliance to the agreed treasury management strategy and that the strategy adapts to
changing financial markets as appropriate so that the Lead Authority, on behalf of this
Authority, can take a view on the optimum time to carry out further borrowing or debt
rescheduling.

Recommendation
Members are requested to approve the:

e Annual Treasury Management Policy and Strategy for 2025/2026 (including
specifically the Annual Borrowing and Investment Strategies) and,

e The Prudential “Treasury Management’ Indicators 2025/2026 to 2028/2029.
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P6

Appendix 1
Prudential ‘Treasury Management’ Indicators 2025/2026 to 2028/2029

The indicators below relate to Treasury Management (all indicators relating to capital
financing have been removed for clarity and can be found in the Capital Programme
2025/2026 including Prudential Indicators for 2025/2026 to 2028/2029 report to be
considered by the Authority on 24 February 2025).

In respect of its external debt, it is recommended that the Authority approves the
following authorised limits for its total external debt (gross of investments) for the next
four financial years. These limits must separately identify borrowing from other long-
term liabilities such as PFl schemes and finance leases. The Authority is asked to
approve these limits and to delegate authority to the Director of Finance, Estates and
Facilities, within the total limit for any individual year, to effect movement between the
separately agreed limits for borrowing and other long-term liabilities, in accordance
with option appraisal and best value for the Authority. Any such changes made will be
reported to the Authority at the next meeting following the change.

Authorised Limit for External Debt
2024/2025 2025/2026 2026/2027 2027/2028 2028/2029

£'000 £'000 £'000 £'000 £'000
Borrowing 22104 21809 21456 21564 21435
Other long- 11,297 9.468 7620 5 305 2,777
term liabilities
Total 33401 31277 29,076 26,869 24212

The above authorised limits are consistent with the Authority’s current commitments,
existing plans within the proposed Capital Programme 2025/2026 to 2028/2029 which
set out its capital expenditure and financing, and with its proposed treasury
management policy statement and practices. They are based on the estimate of most
likely, prudent, but not worst-case scenario, with, in addition, sufficient headroom over
and above this to allow for operational management, for example unusual cash
movements. Risk analysis and risk management strategies have been taken into
account, as have plans for capital expenditure, estimates of the Capital Financing
Requirement and estimates of cash flow requirements for all purposes.

When it takes its decisions on the Revenue Budget and Capital Programme for
2025/2026, the Authority will agree the authorised limit for 2025/2026 (see P5 above)
and this will be the statutory limit determined under section 3(1) of the Local
Government Act 2003.

The Authority will also agree to the following operational boundary for external debt for
the same time period as part of the Capital programme 2025/2026 to 2028/2029 report.
The operational boundary for external debt is based on the same estimates as the
authorised limit, but reflects directly the estimate of the most likely, prudent but not
worst-case scenario level, without the additional headroom included within the
authorised limit to allow, for example, for unusual cash flow movements. It equates to
the projected maximum external debt and represents a key management tool for in-
year monitoring. Within the operational boundary, figures for borrowing and other long-
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P8

term liabilities are separately identified.

The Authority is also requested to delegate authority to the Director of Finance, Estates
and Facilities, within the total operational boundary for any individual year, to effect
movement between the separately agreed figures for borrowing and other long-term
liabilities, similar to the authorised limit set out in P5.

The operational boundary limit will be closely monitored and a report will be made to
the Authority if it is exceeded at any point in the financial year ahead. It is generally
only expected that the actual debt outstanding will approach the operational boundary
when all of the long-term borrowing has been undertaken for that particular year and
will only be exceeded temporarily as a result of the timing of debt rescheduling.

Operational Boundary for External Debt
2024/2025 2025/2026 2026/2027 2027/2028  2028/2029

£'000 £'000 £'000 £'000 £'000
Borrowing 17,104 16,809 16,456 16,564 16,435
Other long
term 11,297 9,468 7,620 5,305 2,777
liabilities
Total 28,401 26,277 24,076 21,869 19,212

The Authority’s actual external debt at 315t March 2024 was £28.605 million (calculated
on the basis that all Authority debt is classed as external) and was made up of actual
borrowing of £9.932 million and £18.672 million in respect of other long-term liabilities.

The Authority includes an element for long-term liabilities relating to PFI schemes and
leases in its calculation of the operational and authorised boundaries to allow further
flexibility over future financing. It should be noted that actual external debt is not directly
comparable to the authorised limit and operational boundary, since the actual external
debt reflects the position at any one point in time and allowance needs to be made for
borrowing and cash flow variations.

Sunderland City Council, on the Authority’s behalf, is no longer required to formally
indicate if it has adopted the CIPFA Code of Practice on Treasury Management.
However, the revised Code was adopted in 2017 by full Council and is re-affirmed
annually.

The objective of the Prudential Code is to provide a clear framework for local authority
capital finance that will ensure for individual local authorities that:

(a) capital expenditure plans are affordable;

(b) all external borrowing and other long-term liabilities are within prudent and
sustainable levels;

(c) treasury management and investment decisions are taken in accordance
with professional good practice and in full understanding of the risks
involved;

and that in taking decisions in relation to (a) to (c) above the local authority
is: accountable, by providing a clear and transparent framework.
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Further, the framework established by the Code should be consistent with and
support:

(d) local strategic planning;
(e) local asset management planning;
() proper option appraisal.

In exceptional circumstances the objective of the Code is to provide a framework that
will demonstrate that where there is a danger of not ensuring the above, the Authority
can take timely remedial action.

CIPFA Treasury Management in the Public Services Code of Practice -
Indicators 2025/2026 to 2028/2029

It is recommended that the Authority sets upper and lower limits for the maturity
structure of its borrowings, consistent with Sunderland City Council’s policy, as follows:

Amount of projected borrowing maturing in each period expressed as a percentage
of total projected borrowing at the start of the period:

Upper limit Lower limit
Under 12 months 50% 0%
12 months and within 24 months 60% 0%
24 months and within 5 years 80% 0%
5 years and within 10 years 100% 0%
10 years and over 100% 0%

A maximum maturity limit of £75 million is set for each financial year (2025/2026,
2026/2027, 2027/2028 and 2028/2029) for long-term investments (those over 365
days). This gives additional flexibility to the Authority in undertaking its Treasury
Management function. It is proposed that Authority funds may be invested within the
limits set by Sunderland City Council as set out in the Annual Investment Strategy
(Appendix 3).
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Appendix 2
Treasury Management Policy Statement

In line with CIPFA recommendations, the Authority adopted the following Treasury
Management Policy Statement, which defines the policies and objectives of its treasury
management activities:

e The Authority defines its treasury management activities as: “The management of
the Authority’s 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”.

e The Authority regards the successful identification, monitoring and control of risk to
be the prime criteria by which the effectiveness of its treasury management
activities will be measured. Accordingly, the analysis and reporting of treasury
management activities will focus on their risk implications for the organisation, and
any financial instruments entered into to manage these risks.

e The Authority acknowledges that effective treasury management will provide
support towards the achievement of its business and service objectives. It is
therefore committed to the principles of achieving value for money in treasury
management, and to employing suitable comprehensive performance
measurement techniques, within the context of effective risk management.

These principles are intended to provide a working document that forms a detailed
framework for treasury management activities. The policy fully encompasses CIPFA’s
Code of Practice. In addition, the policy fully takes account of the requirements of the
Prudential Code for Capital Finance in Local Authorities and the guidance issued by the
MHCLG supporting Part 1 of the Local Government Act 2003 in respect of local authority
investments.

The Authority re-affirms its commitment to the Treasury Management Policy and Strategy
Statement in 2025/2026 as it does every year.
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Appendix 3
Treasury Management Strategy Statement for 2025/2026
Introduction

The Local Government Act 2003 and subsequent guidance requires the Authority to set
out its Treasury Management Strategy for Borrowing and to prepare an Annual Investment
Strategy. This sets out the Authority’s policies for managing both its borrowing and its
investments, which gives priority to the security and liquidity of those investments over
yield.

The suggested strategy for 2025/2026 is set out below and is based upon the Director of
Finance, Estates and Facilities views on interest rates, supplemented with leading market
forecasts and other financial data available and advice provided by the Authority’s treasury
adviser, MUFG Corporate Markets.

In December 2021 CIPFA issued a revised Treasury Management Code of Practice
and Cross-Sectoral Guidance Notes, and a revised Prudential Code. In February 2018
MHCLG revised their Guidance on Local Government Investments and also their
Statutory Guidance on Minimum Revenue Provision. A particular focus of these revised
codes is how to deal with local authority investments which are non-treasury type
investments e.g. by investing in a property portfolio in order to generate income for the
authority at a higher level than can be attained by vanilla treasury investments. This
report deals solely with financial investments managed by the Council’s Treasury
Management function. Non-treasury investments are covered in the Capital Strategy
which was approved by Council in November 2024. This ensures the separation of the
core treasury function where investments are made under security, liquidity and yield
principles, and non-treasury commercial and strategic investments.

69 of 126



2.1

2.2

2.2.1

222

223

Treasury Management Strategy
Borrowing
Current Treasury Management Position

The treasury portfolio position at 31 December 2024 for Sunderland City Council, which
the Fire and Rescue Authority forms part of, comprised

Principal Total | Average
(Em) (Em) | Rate (%)

Treasury external borrowing

Fixed Rate Funding PWLB 479.5

Market 20.0

Other 9.4 508.9 2.62
Variable Rate Funding Temporary / Other 34.6 4.96
Total Borrowing 543.5 2.77
Total Investments

In house — short term 123.7 5.00

Net treasury borrowing 419.8

Currently there is a net deficit of £419.86m which represents the difference between
gross debt and total investments and is significantly lower than the lead authority’s
capital financing requirement (capital borrowing need).

Treasury Indicators and Limits

Prudential and Treasury Indicators (as set out in Appendix 1) are a requirement of the
CIPFA Prudential Code and are relevant for the purposes of setting an integrated treasury
management strategy and to ensure that treasury management decisions are taken in
accordance with good professional practice. It is a statutory duty under Section 3 of the
Local Government Act 2003 and supporting regulations, for the Authority to determine and
keep under review how much it can afford to borrow. The amount so determined is termed
the “Affordable Borrowing Limit”. In England and Wales the Authorised Limit represents the
legislative limit specified in the Act.

The Authority must have regard to the Prudential Code when setting the Authorised Limit,
which essentially requires it to ensure that total capital investment remains within
sustainable limits and, in particular, that the impact upon its future council tax levels (and
council housing rent levels where relevant) is ‘acceptable’.

The “Affordable Borrowing Limit” comprises of the capital plans to be considered for
inclusion in corporate financing by both external borrowing and other forms of liability, such
as credit arrangements. The Authorised Limit is set, on a rolling basis, for the forthcoming
financial year and three successive financial years and details can be found in Appendix 1
(P5) of this report. The Authority is requested to note these already agreed limits and to
delegate authority to the Director of Finance, Estates and Facilities, within the total limit for
any individual year, to action movement between the separately agreed limits for borrowing
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and other long-term liabilities where this would be appropriate. Any such changes made
will be reported to the Authority at their next meeting following the change.

Also, the Authority is requested to note the already agreed Operational Boundary Limit (P6)
which is included in the Prudential Indicators set out in Appendix 1. This operational
boundary represents a key management tool for in-year monitoring. Within the operational
boundary, figures for borrowing and other long-term liabilities are separately identified and
the Authority is also asked to delegate authority to the Director of Finance, Estates and
Facilities, within the total operational boundary for any individual year, to action movement
between the separately agreed figures for borrowing and other long-term liabilities, in a
similar fashion to the authorised limit.

The requirement for the Authority to indicate it has adopted the CIPFA Code of Practice on
Treasury Management was removed in the revised 2017 edition of the code. However, this
is still considered to be good practice. The original 2001 Code was adopted on
20" November 2002. The Authority re-affirms its full adherence to the latest 2017 edition of
the Code and will continue to do so annually (as set out in Appendix 2).

Prospects for Interest Rates

At its meeting on 18" December 2024 the Bank of England’s (BoE) Monetary Policy
Committee (MPC) voted 6-3 to keep the Base Rate at 4.75% with notes from the
meeting stating that a gradual approach to rate cuts “remains appropriate” and that
policy will “remain restrictive for sufficiently long”. This reflects their commitment to
combat inflationary pressures to ensure headline CPI inflation returns to its 2% target.

MUFG Corporate Markets, the Council’s treasury advisors, reviewed their interest rate
forecasts in November 2024 to reflect the outcome of the Chancellor's Autumn Budget,
the US Presidential election and the 25 basis points (0.25%) Base Rate cut announced
by the MPC. They believe the MPC won'’t look to cut rates until economic data shows
the BoE has been successful in removing excess inflation out of the economy, despite
a backdrop of stubborn inflationary pressures and a restricted labour market.

MUFG Corporate Markets forecast the BoE Base Rate will remain at 4.75% before
falling to 4.50% by March 2025 and gradually falling further to 3.50% by December
2026. These forecasts, and MPC decisions, will be liable to further amendment as
updated economic data becomes available and emerging developments in the
financial markets.

The following table shows the average PWLB rates for Quarters 1, 2 and 3 and the
figures for Quarter 4 to 24 January 2025.

2024/2025 Qtr 1 Qtr 2 Qtr 3 Qtr 4 (to 24
(Apr - Jun) (Jul - Sep) (Oct — Dec) Jan 2025)
% % % %
SONIA Rate 5.20 5.03 4.80 4.70
1 vyear 5.43* 5.06* 511* 517"
5 year 4.92* 4.61* 4.89* 517"
10 year 4.98* 4.78* 5.13* 5.51*
25 year 5.42* 5.28* 5.59* 5.99*
50 year 5.20* 5.08* 5.36* 5.73*
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*rates take account of the 0.2% discount to the PWLB rates available to eligible
authorities that came into effect on 15t November 2012.

The MUFG Corporate Markets forecast in respect of interest rates for loans charged by
the PWLB is as follows:-

PWLB Borrowing Rates

Bank Rate (including certainty rate adjustment) %
Date % 5 year 25 year 50 year
March 2025 4.50 4.90 5.50 5.30
June 2025 4.25 4.80 5.40 5.20
Sept 2025 4.00 4.60 5.30 5.10
Dec 2025 4.00 4.50 5.20 5.00
March 2026 3.75 4.50 5.10 4.90
June 2026 3.75 4.40 5.00 4.80
Sept 2026 3.75 4.30 4.90 4.70
Dec 2026 3.50 4.20 4.80 4.60
March 2027 3.50 4.10 4.70 4.50
June 2027 3.50 4.00 4.60 4.40
Sept 2027 3.50 4.00 4.50 4.30
Dec 2027 3.50 3.90 4.50 4.30

The main sensitivities of the forecasts in the UK not only reflect increased concerns
over the future path of inflation but also the increased level of Government borrowing
over the term of the current Parliament. Announcements in the October 2024 budget
included a £47bn rise in current (day-to-day) spending by 2029/30 and a £24.6bn rise
in public investment, the latter being more than funded by a £32bn rise in public
borrowing.

MUFG Corporate Markets believe these policy announcements will be inflationary, at
least in the near-term, with the BoE expecting the anticipated major investment in the
public sector will lift real GDP to 1.7% in 2025 before growth moderates in 2026 and
2027. The debate around whether the policies will lead to increased growth, focuses
on the logistics of fast-tracking planning permissions, identifying sufficiently skilled
labour required to deliver large-scale IT, housing and infrastructure projects and an
increase in the employee participation rate within the economy. A worst case scenario
would lead to upside risks to inflation, increased likelihood of further Government
borrowing and tax rises and tepid GDP performance.

Donald Trump’s victory in the US Presidential election paves the way for the
introduction/extension of tariffs that could prove inflationary and significant issues
remain unresolved over future UK/EU trade arrangements following Brexit. The
ongoing conflict between Russia and the Ukraine, Gaza and Israel and heightened
tensions between China, Taiwan and the United States alongside other geopolitical
factors are likely to continue to have a global economic impact.

Borrowing Strategy
The Authority’s strategy for 2024/2025 was to adopt a pragmatic approach in identifying

the low points in the interest rate cycle at which to borrow and to respond to any changing
circumstances to seek to secure benefit for the Authority. A benchmark financing rate of
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5.0% for long-term borrowing was set considering the views prevalent at the time the
Treasury Management policy was set in March 2024.

The basis of the proposed Borrowing Strategy for 2025/2026 is to:
e continuously monitor prevailing interest rates and forecasts;

e secure long-term funds to meet the Authority’s future borrowing requirement
when market conditions are considered favourable;

e current (24 January 2025) long-term PWLB rate (50 years) 5.86%. Forecast
rates over the financial year 2025/2026 are 5.20% Q1, 5.10% Q2, 5.00% Q3
and 4.90% Q4. Should interest rates fall below these rates borrowing should
be considered, with preference given to terms which ensure a balanced profile
of debt maturity.

Base rate and PWLB rate forecasts are set out in Appendix 4.

As announced by the Chancellor in November 2020, a prohibition was introduced that
denies access to any new borrowing from the PWLB for a local authority that has plans to
purchase investment assets “primarily for yield”. When applying for PWLB borrowing
authorities must now submit a high-level description of their capital spending and financing
plans for the following three years. In addition, the lead authority’s Section 151 Officer
(Director of Finance) must confirm that there is no intention to buy investment assets
primarily for yield at any point in the next three years. This assessment will be based on
the Section 151 Officer’s professional interpretation of guidance issued along with PWLB
lending terms.

PWLB interest rates remain the likely cheapest option available to the Council to fund the
large borrowing requirement needed to support the capital programme and it will benefit
the Authority’s revenue budget over the longer term. The Treasury Management team
continues to closely monitor interest rates to assess the value of possible further new
borrowing in line with Capital Programme requirements. Consideration will also be given to
various other funding options, including taking out shorter term borrowing, utilising
investment balances, and use of other financial institutions to provide borrowing facilities.

There are currently four market Lender’s Option / Borrower’s Option (LOBO) loans totalling
£20.0 million. The lender has the option to alter the rate on these loans at set intervals and
theses can either be accepted at the new rate or repaid without penalty. The following
table shows the three LOBOs that were subject to a potential rollover in 2024/2025. No
changes to loan rates have been received and so these arrangements will continue.

Roll Over Dates Lender Amogrr: Ras/eo Roll Over Periods
22/02/2024 Dexia 5.0 4.38 | Every 3 years
03/02/2025 Dexia 5.0 4.37 | Every 3 years
29/09/2024 Dexia 5.0 4.45 | Every 3 years
Total 15.0

The potential borrowing requirement for Sunderland City Council, which the Fire and
Rescue Authority forms part of, is as follows:
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2025/26 | 2026/27 | 2027/28 | 2028/29
£m £m £m £m
1. | Capital Programme Borrowing 187.6 59.8 64.0 32.6
2. | Replacement borrowing 0.0 0.0 0.0 5.0
(PWLB)
3. | Replacement LOBO 0.0 5.0 15.0 0.0
TOTAL: 182.9 187.6 64.8 79.0

2.4.7 Currently there is net treasury borrowing of £419.8m which represents the difference
between gross debt and total investments. This means that the capital borrowing need (the
capital financing requirement) has not been fully funded with loan debt, as cash supporting
the lead authority’s reserves, balances and cash flow has been used as a temporary
measure. Consideration will be given by the lead authority to continue utilising some
investment balances to fund the borrowing requirement in 2025/2026. This policy has
served the Council well over the last few years as investment returns were low. As a
result, the Council is currently maintaining an under-borrowed position This position will
be carefully reviewed to avoid incurring higher borrowing costs over the long-term whilst
ensuring that financing is available to support capital expenditure plans.

2.4.8 There are a number of risks and benefits associated with having both a large amount of
debt whilst at the same time having a considerable number of investments.

2.49 Benefits of having a high level of investments are;

e liquidity risk — having a large amount of investments means that the Authority is at
less of a risk should money markets become restricted or borrowing less generally
available, this mitigates against liquidity risk;

e interest is received on investments which helps support the Authority’s overall
budget position; and

e of more importance, the Authority has greater freedom in the timing of its borrowing
as it can afford to wait until the timing is right rather than be subject to the need to
borrow at a time when interest rates are not advantageous.

2.4.10 Risks associated with holding a high level of investments are;

e the counterparty risk — institutions cannot repay the Authority investments placed
with them; and

e interest rate risk — the rate of interest earned on the investments will be less than
that paid on debt, thus causing a loss to the Authority.

2.4.11 The Authority has mitigated these risks by having a risk averse Treasury Management
Investment Strategy and by detailed monitoring of counterparties through its borrowing and
investment strategies and treasury management working practices and procedures.

2.4.12 The UK Municipal Bonds Agency (UKMBA), set up by the Local Government
Association, has begun to offer bonds to local authorities. The rates offered by the
Agency will be assessed and use made of this, and any other new sources of funding
that may become available, where it is considered advantageous.
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expenditure is required when considering borrowing opportunities, and flexibility needs to
be retained to adapt to any changes that may occur.

2.4.14 The Authority, taking advice from its treasury advisers, will continue to monitor rates closely,

and whilst implementing the borrowing strategy, will adopt a pragmatic approach in
identifying the low points in the interest rate cycle at which to borrow, wherever possible.

2.4.15 Taking into account potential market volatility and the advice of the Authority's treasury

2.5

2.5.1

252

2.6

2.6.1

2.6.2

2.6.3

adviser, alongside potential movement in the Bank of England base rate, a benchmark
financing rate of 5.5% for any further long-term borrowing for 2025/2026 is considered to
be appropriate.

Policy on Borrowing in Advance of Need

The Authority will not borrow more than or in advance of its needs purely to profit from
treasury investments of the extra sums borrowed. Any decision to borrow in advance will
be assessed within forward approved Capital Financing Requirement estimates, with
regard to current policies, and will be considered carefully to ensure value for money can
be demonstrated and that the Authority can ensure the security of such funds.

Risks associated with any borrowing in advance of activity will be subject to appraisal and
any borrowing undertaken will be reported to the Authority as part of the agreed treasury
management reporting arrangements.

Policy on Debt Rescheduling

The reasons for any rescheduling of debt will include:

¢ the generation of cash savings at minimum risk;

e in order to help fulfil the Treasury Management Strategy; and

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

In previous years, debt rescheduling has achieved significant savings in interest
charges and discounts and these interest savings have been secured for many years
to come. However, the very low underlying rate of the Council’s long-term borrowing
together with the current spread between the rates applied to new PWLB borrowing
and repayment of PWLB debt means that PWLB debt restructuring is much less
attractive. Consideration will also be given to other options where interest savings may
be achievable by using LOBO (Lenders Option Borrowers Option) loans, and / or other
market loans, in rescheduling exercises rather than solely using PWLB borrowing as
the source of replacement financing but this would only be the case where this would
represent best value to the Authority

Following consultation and advice from the Authority’s treasury advisors the Authority has
taken the decision to borrow over longer-term periods and much of the existing borrowing
is for periods over 40 years and on a fixed interest rate basis. This borrowing has been
taken out where it offers good value and to allow for the potential to benefit from refinancing
debt in the future. A further benefit is that it reduces risk by giving certainty of borrowing
rates over the long-term.
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The Authority keeps a watching brief on market conditions in order to secure further debt
rescheduling when, and if, appropriate opportunities arise. The timing of all borrowing and
investment decisions inevitably includes an element of risk, as those decisions are based
upon expectations of future interest rates. The policy to date has been very firmly one of
risk spread and this prudent approach will be continued.

Any rescheduling undertaken will be reported to the Authority, as part of the agreed
treasury management reporting arrangements.

Annual Investment Policy and Strategy
Investment Policy and Management of Risk

When considering its investment policy and objectives, the Authority has regard to the
MHCLG Guidance on Local Government Investments (“the Guidance”), CIPFA Treasury
Management in Public Services Code of Practice and Cross Sectoral Guidance Notes
2017 (“the CIPFA TM Code”). Consideration has also been given to the refreshed Code
published in December 2021.

The MHCLG and CIPFA have extended the meaning of investments to include both
financial and non-financial investments. This report deals solely with financial investments
(as managed by the lead authority’s Treasury Management function.

The Authority’s investment objectives are: -

(a) the security of capital, and
(b) the liquidity of its investments.

The Authority also aims to achieve the optimum return on its investments, but this is
commensurate with proper levels of security and liquidity.

In the current economic climate, it is considered appropriate to keep investments short term
to cover cash flow needs. However, where appropriate the Authority will also consider the
value available in placing investments for longer periods with high credit rated financial
institutions, as well as wider range fund options.

The guidance from the MHCLG and CIPFA places a high priority on the management of
risk. The Authority has adopted a prudent approach to managing risk and in order to
minimise the risk to investments, the Authority will;

e apply minimum acceptable credit criteria (detailed in Appendix 5) in order to
generate a list of highly creditworthy counterparties which also enables
diversification and thus avoidance of risk. The risk appetite of the Authority is
regarded as low in order to give priority to security of its investments.

e monitor credit ratings daily. The Authority has access to all three credit ratings
agencies and is alerted to changes through its use of MUFG Corporate Markets
counterparty service. If a counterparty’s rating is downgraded with the result that it
no longer meets the Authority’s minimum criteria, the Authority will cease to place
funds with that counterparty. If a counterparty’s rating is downgraded with the result
that their rating is still sufficient for the counterparty to remain on the Approved
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Lending List, then the counterparty’s authorised investment limit will be reviewed
accordingly. A downgraded credit rating may result in the lowering of the
counterparty’s investment limit and vice versa;

e not use ratings as the sole determinant of the quality of an institution. The Authority
will continually assess and monitor the financial sector on both a micro and macro
basis and in relation to the economic and political environments in which institutions
operate. The assessment will also take account of information that reflects the
opinion of the markets. To this end the Authority will engage with its advisors to
monitor market pricing such as “credit default swaps” and overlay that information
on top of the credit ratings provided.

e use other information sources including the financial press, share price and other
such information pertaining to the banking sector in order to establish the most
robust scrutiny process on the suitability of potential investment counterparties.

e define the type of investment instrument that the treasury management team are
authorised to use. The Authority is allowed to invest in two types of investment,
namely Specified Investments and Non-specified investments:

o Specified Investments are sterling investments that are for a period of not more
than one-year maturity, or those which could be for a longer period but where
the Authority has the right to be repaid within 12 months if it wishes. These are
placed with high rated counterparties and are considered low risk assets where
the possibility of loss of principal or investment income is small. Within these
bodies and in accordance with the Code, the Authority has set additional criteria
to limit the time and amount of monies that will be invested with these bodies

o Non-Specified Investments are any investments which are not classified as
Specified Investments. As the Authority only uses investment grade high credit
rated counterparties for treasury management investments this means in effect
that any investments placed with those counterparties for a period over one year
will be classed as Non-specified Investments. A limit on the amount of
investments which can be invested for longer than 365 days is set in the
Authority’s creditworthiness policy.

¢ the type of investments to be used by the in-house treasury management team will
be limited to Certificates of Deposit, variable term deposits, fixed term deposits,
interest bearing accounts, Money Market Funds, Government debt instruments,
floating rate notes, corporate bonds, municipal / local authority bonds, bond funds,
gilt funds, and gilt-edged securities and will follow the criteria as set out in Appendix
5.

e assess the risk of default and if any of the Authority’s investments appear at risk of
loss due to default, (i.e. a credit-related loss, and not one resulting from a fall in price
due to movements in interest rates), then the lead authority will make revenue
provision of an appropriate amount in accordance with proper accounting practice
or any prevailing government regulations, if applicable. The lead authority mitigates
this risk with its prudent investment policy;

e set an approved lending list which shows lending limits and the maximum duration
of any investment for each counterparty (detailed in Appendix 6). These are set
using the agreed lending list criteria (detailed in Appendix 5).
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¢ only place investments with counterparties from countries with a specified minimum
sovereign rating as set out in the agreed lending list criteria (detailed in Appendix
5). Should the UK Government AA- sovereign rating be withdrawn the Authority’s
Investment Strategy and Lending List criteria will be reviewed and any changes
necessary will be reported to the Authority; and

e engage external consultants to provide expect advice on how to optimise an
appropriate balance of security, liquidity and yield, given the risk appetite of this
authority in the context of the expected level of cash balances and need for liquidity
throughout the year.

In accordance with accounting standard IFRS9, the authority considers the implications
of investment instruments which could result in an adverse movement in the value of the
amount invested and lead to resultant charges at the end of the year to the General Fund.
In November 2018 MHCLG concluded a consultation for a temporary override to allow
English Local Authorities time to adjust their portfolio of all pooled investments by
announcing a statutory override for five years ending 315t March 2023. More recently, a
further extension to the over-ride to 31st March 2025 has been agreed by Government.
The Government is currently consulting on the expiry override as part of the consultation
on the provisional local government finance settlement for 2025/2026.

The prudential code states that authorities must not borrow more than or in advance of their
needs purely in order to profit from the investment of the extra sums borrowed.

Creditworthiness Policy

The creditworthiness policy adopted by the Authority takes into account the credit ratings
issued by all three credit rating agencies (Fitch, Moody’s and Standard & Poor’s). Credit
rating information is supplied by MUFG Corporate Markets, our treasury advisors, on all
active counterparties that comply with the Authority’s counterparty criteria.

Significant levels of downgrades to Short and Long-Term credit ratings have not
materialised since the crisis in March 2020. In the main, where they did change, any
alterations were limited to future outlooks for counterparties. However, as economies
have recovered, there have been some instances of previous lowering of future
outlooks being reversed.

Although bank Credit Default Swap (CDS) prices, (these are market indicators of credit
risk), spiked upwards at the end of March / early April 2020 due to the heightened
market uncertainty and ensuing liquidity crisis that affected financial markets, they have
returned to more average levels since then. However, sentiment can easily shift, so it
will remain important to undertake continual monitoring of all aspects of risk and return
in the current circumstances.

While the Authority understands changes that have taken place to reduce ratings, it will
specify a minimum sovereign rating of AA-. This is due to the fact that the underlying
domestic and where appropriate, international, economic and wider political and social
background will still have an influence on the ratings of a financial institution. It is
important to stress the ongoing regulatory changes made in the UK and the rest of
Europe are designed to make the financial system sounder. Banks are now expected
to have sufficiently strong balance sheets to be able to withstand foreseeable adverse
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financial circumstances without government support. In many cases, the balance
sheets of banks are now much more robust than they were before the 2008 financial
crisis when they had higher ratings than now

In keeping with the agencies’ new methodologies, the rating element of the Authority’s
credit assessment process now focuses solely on the Short and Long Term ratings of an
institution.

One of the recommendations of the Code is that local authorities should set limits for the
amounts of investments that can be placed with institutions by country, sector and group.
These limits are applied in the lead authority's Counterparty criteria set out in Appendix 5.

Set out in Appendix 6 is the detailed criteria that will be used, subject to approval, in
determining the level of investments that can be invested with each counterparty or
institution. Where a counterparty is rated differently by any of the 3 rating agencies, the
lowest rating will be used to determine the level of investment. If the lead authority’s own
banker, National Westminster Bank plc, should fail to meet the minimum credit criteria to
allow investments from the Authority then balances will be minimized as far as possible.

The Director of Finance, Estates and Facilities will monitor long-term investment rates and
identify any investment opportunities if market conditions change. It is proposed that
delegated authority continues for the Director of Finance, Estates and Facilities to vary the
Lending List Criteria and Lending List itself should circumstances dictate, on the basis that
changes be reported to the Authority retrospectively, in accordance with normal treasury
management reporting procedures.

Outlook and Proposed Treasury Investment Strategy

Based on its cash flow forecasts, the Authority together with the City Council anticipates its
fund balances in 2025/2026 are likely to range between £50 million and £250 million. This
represents a cautious approach and provides for funding being received in excess of the
level budgeted for, and also for unexpected and unplanned levels of capital underspending
in the year or reprofiling of spend into future years. In 2024/2025 some investment balances
have been used to fund borrowing requirements. It is likely that this will continue into
2025/2026 with investment balances being used to fund some borrowing or used for debt
rescheduling. Such funding is wholly dependent upon market conditions and will be
assessed and reported to the Authority if and when the appropriate conditions arise.

Activities likely to have a significant effect on investment balances are:

e Capital expenditure during the financial year, (dependent upon timing) will affect cash
flow and short-term investment balances;

e Any reprofiling of capital expenditure from, and to, other financial years will also affect
cash flow (no reprofiling has been taken into account in current estimates);

e Any unexpected capital receipts or other income;

e Timing of new long-term borrowing to fund capital expenditure; and

e Possible funding of long-term borrowing from investment balances (dependent upon
appropriate market conditions).

Investments will be made with reference to the core balance and cash flow requirements
and the outlook for short-term interest rates (i.e. rates for investments up to 12 months).
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Greater returns are usually obtainable by investing for longer periods. While most cash
balances are required in order to manage the ups and downs of cash flow where cash
sums can be identified that could be invested for longer periods, the value to be obtained
from longer term investments will be carefully assessed.

The minimum amount of overall investments that will be held in short-term investments
(less than one year) is £50 million. As the lead authority has decided to restrict most of its
investments to term deposits, it will maintain liquidity by having a minimum of 30% of the
total value of short-term investments maturing within 6 months.

A maximum limit of £75 million is to be set for in-house Non-Specified Investments over
365 days up to a maximum period of 2 years (excluding non-treasury management
investments and all other investments defined as capital expenditure). This amount has
been calculated by reference to the lead authority’s cash flows, including the potential use
of earmarked reserves.

The Authority is not committed to any investments which are due to commence in
2025/2026 (i.e. it has not agreed any forward deals).

The Director of Finance, Estates and Facilities, in conjunction with the Authority’s treasury
adviser MUFG Corporate Markets, and taking into account the minimum amount to be
maintained in short-term investments, will continue to monitor investment rates closely and
to identify any appropriate investment opportunities that may arise.

During 2024/2025 the Authority did not employ any external fund managers; all funds being
managed by the lead authority’s in-house team. The performance of the fund managed by
Sunderland City Council’s in-house team is shown below compared with the benchmark
SONIA (Sterling Overnight Index Average) rate and with the relevant benchmarks and
performance from the previous year:

To date
2023/24 2023/24 2024/25 To date
Benchmark Return Benchmark 2024/25
Return % % % %
Performance 4.96 4.96 5.01 5.01

During 2025/2026 the Authority will continue to review the optimum arrangements for the
investment of its funds whilst fully observing the investment strategy in place. The Authority
uses the Sterling Overnight Index Average (SONIA) rate as a benchmark for its
investments and has benefitted by its investment income being matched to the benchmark
rate instead of the average Money Market Fund return that has been used in previous
years, but which has been adversely impacted by the Covid pandemic and now the
continuing conflict in Ukraine. The Authority’s treasury management advisor reports the
rate of return achieved compares favourably with their other local authority clients, whilst
still adhering to the prudent policy agreed by the Authority.

Policy on the Use of External Service Providers

2.10.1 At present the Authority does not employ any external fund managers.
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2.10.2 Should the Authority appoint any external fund managers in the future, they will have to
agree to strict investment limits and investment criteria. These will be reported to the
Authority prior to any fund manager being appointed.

2.10.3 The Authority uses MUFG Corporate Markets as its external treasury management
advisors. The Authority recognises that responsibility for treasury management decisions
remain with the Authority at all times and will ensure that undue reliance is not placed upon
our external service providers.

2104 It also recognises that there is value in employing external providers of treasury
management services in order to acquire access to specialist skills and resources. The
Authority will ensure that the terms of their appointment and the methods by which their
value will be assessed are properly agreed and documented, and subject to regular review.

211 Non-Treasury Investments

2.11.1 The Authority may make other types of investments (usually defined by regulation as
capital expenditure) that are not part of treasury management activity. Treasury
management investment activity covers those investments which arise from the Authority’s
cash flows and debt management activity, and ultimately represent balances which need
to be invested until the cash is required for use in the course of business.

2.11.2 Investments that may be made for policy reasons outside of normal treasury management
activities may include service investments held clearly and explicitly in the course of the
provision, and for the purposes, of operational services, including regeneration. This
may include loans to local enterprises as part of a wider strategy for local economic
growth.

2.11.3 The Director of Finance, Estates and Facilities will maintain a schedule setting out a
summary of existing material investments, subsidiaries, joint ventures and liabilities
including financial guarantees and the Authority’s risk exposure.

2.11.4 Investment objectives in relation to these types of investments will still be primarily security
and liquidity but with the understanding that the liquidity for these types of investments may
be less than those for treasury management activities and that these may be subject to
higher levels of risk. When non-treasury management investments are considered, due
diligence will take place with all proposed investments being subjected to a detailed
financial appraisal that will include financial sustainability of the investment and the
identification of risk to both capital and returns. An assessment against loss will be carried
out periodically and if the value of non-financial investments is no longer sufficient to provide
security against loss mitigating actions will be taken. Decisions relating to non-treasury
management investments will follow appropriate governance arrangements.

2.11.5 Non-treasury investments are covered within the Capital Strategy.

3. Scheme of Delegation

3.1 The Treasury Management Strategy Statement has been prepared in accordance with the
revised Code. Accordingly, the Authority’s Treasury Management Strategy (TMS) is

approved annually by the Authority. In addition, the Governance Committee receives, as
a minimum, a mid-year TMS report and an annual Treasury Management outturn report
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for the previous year by no later than the 30" September of the following year. The aim of
these reporting arrangements is to ensure that those with ultimate responsibility for the
treasury management function appreciate fully the implications of treasury management
policies and activities, and that those implementing policies and executing transactions

3.2

have properly fulfilled their responsibilities with regard to delegation and reporting.

The Authority has the following reporting arrangements in place in accordance with the

requirements of the Code:

Area of Responsibility

Council/
Committee/ Officer

Frequency

Treasury Management Policy Statement

Full Authority

Reaffirmed annually
and updated as
appropriate

Treasury Management Strategy / Annual
Investment Strategy

Full Authority

Annually before the
start of the year

Treasury Management Strategy / Annual

Investment Strategy —mid-year report Full Authority Mid-year
Treasury Management Strategy / Annual
Investment Strategy — updates or revisions Full Authority As appropriate
at other times
Director of Finance,
Treasury Management Practices Estates and Annually
Facilities
. Governance Annually before Full
Scrutiny of Treasury Management Strategy Committee Authority
Scrutiny of Treasury Management Governance
Performance Committee Quarterly

Annually by 30/9 after
the end of the
financial year

Annual Treasury Management Outturn

Report Full Authority

The Treasury Management Role of the Section 151 Officer

The Director of Finance, Estates and Facilities is the Authority’s Section 151 Officer and
has specific delegated responsibility in the Authority’s Constitution to manage the
borrowing, financing, and investment requirements of the Authority in accordance with the
Treasury Management Policy agreed by the Authority. This includes:

e recommending clauses, treasury management policy/practices for approval,
reviewing the same regularly, and monitoring compliance;

submitting regular treasury management policy reports;

submitting budgets and budget variations;

receiving and reviewing management information reports;

reviewing the performance of the treasury management function;

ensuring the adequacy of treasury management resources and skills, and the
effective division of responsibilities within the treasury management function;
ensuring the adequacy of internal audit, and liaising with external audit;

e recommending the appointment of external service providers;
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preparing a capital strategy to include capital expenditure, capital financing, non-
financial investments and treasury management, with a long-term timeframe;
ensuring that the capital strategy is prudent, sustainable, affordable and prudent
in the long-term and provides value for money;

ensuring that due diligence has been carried out on all treasury and non-financial
investments and is in accordance with the risk appetite of the Authority;

ensuring that the Authority has the appropriate legal powers to undertake
expenditure on non-financial assets and their financing;

ensuring the proportionality of all investments so that the Authority does not
undertake a level of investing which exposes the Authority to an excessive level
of risk compared to its financial resources;

ensuring that an adequate governance process is in place for the approval,
monitoring and ongoing risk management of all non-financial investments and long-
term liabilities;

providing to members a schedule of all non-treasury investments including
material investments in subsidiaries, joint ventures, loans and financial
guarantees;

ensuring that members are adequately informed and understand the risk
exposures taken on by the Authority; and

ensuring that the Authority has adequate expertise, either in house or externally
provided, to carry out the above.
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1.1

1.2

Appendix 4

Interest Rate Forecasts

The data set out overleaf shows a variety of forecasts published by MUFG Corporate
Markets and Capital Economics (an independent forecasting consultancy). PWLB

forecasts shown below have taken into account the 20 basis point certainty rate reduction
effective as of the 1st November 2012. There are no changes to these forecasts as at 17

January 2025.

The forecast within this strategy statement has been drawn from these diverse
sources and officers’ own views.
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ECONOMIC
FORECASTS

LINK GROUP - DECEMBER 2024

End Q1 End Q2 End Q3 End Q4 End Q1 End Q2 End Q3

2025 2025 2025 2025 2026 2026 2026

Bank Rate 4.50% 4.25% 4.00% 4.00% 3.75% 375% 3.75%
5yr PWLE Rate 4.90% 4.80% 4.60% 4.50% 4.50% 4.40% 4.30%
10yr PWLB Rate  5.10% 5.00% 4.80% 4.80% 4.70% 4.50% 4.50%
25yr PWLB Rate  5.50% 5.40% 5.30% 5.20% 5.10% 5.00% 4.90%
50yr PWLB Rate  5.30% 520% 5.10% 5.00% 4.90% 4.80% 4.70%

CAPITAL ECONOMICS - DECEMBER 2024

End Q1 End Q2 End Q3 End Q4 End Q1 End Q2 End Q3

2025 2025 2025 2025 2026 2026 2026

Bank Rate 4.50% 4.25% 4.00% 3.75% 3.50% 3.50% 3.50%
Syr PWLB Rate 5.10% 4 .90% 4.80% 4.60% 4.60% 4.50% 4.50%
10yr PWLE Rate  5.30% 5.10% 5.00% 4.80% 4.80% 4. 70% 4.60%
25yr PWLB Rate  5.70% 5.50% 5.30% 5.00% 4.90% 4.90% 4.80%
50yr PWLERate 5.30% 5.20% 5.20% 5.10% 5.00% 4.90% 4.80%

Source: MUFG Corporate Markets — Citywatch December 2024

End Q4 End Q1

2026

3.50%

4.20%

4.40%

4.80%

4.60%

End Q4
2026

3.50%

4.40%

4 60%

4.70%

4.80%
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2027

3.50%

4.10%

4.30%

4.70%

4.50%

End Q2

2027

3.50%

4.00%

4.20%

4.60%

4.40%

End Q3

2027

3.50%

4.00%

4.20%

4.50%

4.30%

Tyne and Wear Fire
and Rescue Service
Creating the Safest Community

I_._!NKGroup

End Q4
2027

3.50%
3.90%

4.10%

4.50%

4.30%




Survey of Economic Forecasts
HM Treasury November 2024

The current 2024 base rate forecasts are based on samples of both City and non-City
forecasters included in the HM Treasury November 2024 report.

Annual Average Bank Rate
BANK RATE Ave. Ave. Ave. Ave. Ave.
FORECASTS 2024 2025 2026 2027 2028
Average 5.10% 4.10% 3.60% 3.20% 3.10%
Highest 5.13% 4.60% 4.40% 4.30% 4.20%
Lowest 4.10% 2.77% 2.04% 2.30% 2.00%

Source: HM Treasury: Forecasts for the UK Economy Nov. 2024 (No.448, Table M4)
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Appendix 5
Lending List Criteria

1. Counterparty Criteria

1.1 The lead authority takes into account not only the individual institution’s credit ratings
issued by all three credit rating agencies (Fitch, Moody’s and Standard & Poor’s), but
also all available market data and intelligence, the level of government support and
advice from its Treasury Management advisers.

1.2  Set out below are the criteria to be used in determining the level of funds that can be
invested with each institution. Where an institution is rated differently by the rating
agencies, the lowest rating will determine the level of investment.

Fitch |Fitch |Moody’s [Moody’s |S&P’s S&P’s Maximum [Maximum
Long- (Short- |Long- Short- Long-Term [Short-Term | Deposit |Duration
Term |Term |Term Term Rating Rating £m

Rating |Rating |Rating Rating

AAA  |F1+ Aaa P-1 AAA A-1+ 120 2 Years
AA+ F1+ Aa1 P-1 AA+ A-1+ 100 2 Years
AA F1+ Aa2 P-1 AA A-1+ 80 2 Years
AA- F1+ Aa3 P-1 AA- A-1+ 75 2 Years
A+ F1+ A1 P-1 A+ A-1 70 365 days
A+ F1 A1 P-1 A+ A-1 70 365 days
A F1 A2 P-1 A A-1 65 365 days
A- F1 A3 P-1 A- A-1 50 365 days
A- F2 A3 P-2 A- A-2 50 365 days
Local Authorities (limit for each local authority) 30 2 years
UK Gover.nment (including debt management office, gilts and 300 2 years
treasury bills)

Money Market Funds (CNAV, LVNAV and VNAV)

Maximum amount to be invested in Money Market Funds is 250 Liquid Deposits
£250m with a maximum of £50m in any one fund.

Local Authority controlled companies 40 20 years

1.3 Where the UK Government holds a shareholding in an institution the UK Government’s
credit rating of AA- will be applied to that institution to determine the amount the lead
authority can place with that institution for a maximum period of 2 years.

1.4 The Code of Practice for Treasury Management in the Public Services recommends

that consideration should also be given to country, sector, and group limits in addition to
the individual limits set out above. These limits are as follows:
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Country Limit

2.1 It is proposed that only non-UK countries with a minimum sovereign credit rating of
AA+ by all three rating agencies will be considered for inclusion on the Approved
Lending List.

2.2 ltis also proposed to set a total limit of £50m which can be invested in other
countries provided they meet the above criteria. A separate limit (excluding money
market funds) of £300m will be applied to the United Kingdom and is based on the
fact that the government has done and is willing to take action to protect the UK
banking system.

Country Limit
£m

UK 300

Non-UK 50

3. Sector Limit

3.1 The Code recommends a limit be set for each sector in which the Council can place
investments. These limits are set out below:

Sector Limit
£m
Central Government 300
Local Government 300
UK Banks 300
Money Market Funds 250
UK Building Societies 100
Foreign Banks 50

4. Group Limit

4.1 Where institutions are part of a group of companies e.g. LIoyds Banking Group,
Santander and RBS, the total limit of investments that can be placed with that group
of companies will be determined by the highest credit rating of a counterparty within
that group, unless the government rating has been applied. This will apply provided
that:

e the UK continues to have a sovereign credit rating of AA-; and
e that market intelligence and professional advice is taken into account.
4.2  Proposed group limits are set out in Annex 6:

90 of 126



Approved Lending List

Fitch
— (7))
2 3
3 3
UK AA-
Lloyds Banking Group
Lloyds Bank Plc (RFB) AA-  F1+
Lloyds Bank Corporate
Markets plc (NRFB) AA- | F1+
Bank of Scotland Plc
(RFB) AA- | P+
Royal Bank of Scotland
Group
(See Note 1)
The Royal Bank of
Scotland Plc (RFB) Ar | F1
National Westminster
Bank Pic (RFB) Ar |
NatWest Markets plc
(NRFB) Av | Fi
Santander UK plc A+ F1
Barclays Bank plc (NRFB) = A+ F1
Barclays Bank plc (RFB) A+ F1
Clydesdale Bank A- F1
Co-Operative Bank Plc * BB+ B
Goldman Sachs
International Bank At F1
HSBC Bank plc (NRFB) AA- F1+
HSBC UK Bank plc (RFB) = AA- F1+
Nationwide BS A F1
Standard Chartered Bank =~ A+ F1
SMBC Bank International A F1
Ltd
Top Building Societies (by asset value)
Nationwide BS (see above)
Coventry BS A- F1
Leeds BS A- F1
Principality BS * BBB+ F2
Skipton BS A- F1
Yorkshire BS A- F1

Moody's
— (7))
2 g
3 3

Aa3
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A3 P-2
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A1 P-1
A2 P-1
A3 P-2
Baa1 P-2
A2 P-1
A2 P-1
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Standard &
Poor's
— (%))
§ g
3 3

AA
A+ A-1
A A-1
A+ A-1
A+ A-1
A+ A-1
A A-1
A A-1
A+ A-1
A+ A-1
A A-1
A+ A-1
A+ A-1
A+ A-1
A+ A-1
A+ A-1
A A-1

Appendix 6

a2
3

Hwir

300

Group Limit
70

70
70

70

Group Limit
75

75
75

75

65
70
70
50
0

70

70
70
65
70

50

50
50

50
50

poLiad
usode
Xep

365 days
365 days

365 days

2 years
2 years

2 years

365 days
365 days
365 days
365 days

365 days

365 days
365 days
365 days
365 days

365 days

365 days
365 days

365 days
365 days



Money Market Funds

Prime Rate Stirling
Liquidity

Insight Liquidity Fund
Aberdeen Liquidity Fund
(Lux)

Deutsche Managed
Sterling Fund

Fitch

wia ]

AAA
AAA

wia] S

Foreign Banks have a combined total limit of £50m

Australia

Australia and New
Zealand Banking Group
Ltd

Commonwealth Bank of
Australia

National Australia Bank

Westpac Banking
Corporation

Canada

Bank of Nova Scotia
Royal Bank of Canada
Toronto Dominion Bank
Denmark

Danske A/S

Finland
OP Corporate Bank plc

Germany

DZ Bank AG (Deutsche
Zentral-
Genossenschaftsbank)

Landwirtschaftliche
Rentenbank

NRW Bank

Netherlands

Bank Nederlandse
Gemeenten

Cooperatieve Rabobank
UA

Nederlandse
Waterschapsbank NV

A+

F1+

F1+
F1+
F1+

F1+

F1+

F1+
F1

WD

F1+

F1+

F1+

F1+

F1

Aaa

Aa2

Aa2
Aa2
Aa2

Aaa
Aa2
Aa1l
Aa2
Aaa
A1
Aa1l
Aa3
Aaa

Aa2

Aaa

Aa1
Aaa

Aaa

Aa2

Aaa
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Moody's
— 7))
2 g
3 3

AAA
Aaa

P-1
P-1
P-1

P-1
P-1

P-1

P-1

P-1

P-1

P-1

P-1

Standard &

Poor's
— (%))
@
3 3
AAA
AAA
AAA
AAA
AAA
AA- A-1+
AA- A-1+
AA- A-1+
AA- A-1+
AAA
A+ A-1
AA- A-1+
A+ A-1
AAA
A+ A-1
AA+
AA- A-1+
AAA
A+ A-1
AAA A-1+
AA A-1+
AAA
AAA A-1+
A+ A-1
AAA A-1+

w3
ywir

250

50
50
50

50

50

50

50
50
50

50
50
50
50
50
50
50
50
50

50

50

50
50

50

50

50

poliad
usode(
Xep

Liquid
Liquid
Liquid
Liquid

Liquid

2 years

2 years
2 years

2 years

365 days
2 years
365 days
365 days

2 years

365 days

2 years

2 years

2 years

365 days

2 years



Fitch
— (7))
2 3
3 3
Singapore AAA
DBS Bank Ltd AA- F1+
Oversea Chinese Banking
Corporation Ltd AA- | Fi+
United Overseas Bank Ltd  AA- F1+

Sweden AAA

i\éenska Handelsbanken AA

Switzerland AAA
UBS AG A+
USA AA+
Bank of New York Mellon AA
AA
AA-

JP Morgan Chase Bank
NA

Wells Fargo Bank NA

F1+

F1

F1+

F1+
F1+

Moody's
— (%))
)
3 3

Aaa
Aa1 P-1
Aa1 P-1
Aa1l P-1
Aaa
Aa2 P-1
Aaa
Aa2 P-1
Aaa
Aa1 P-1
Aa1l P-1
Aa1l P-1

RFB — Ringfenced Bank, NRFB — Non-Ringfenced Bank

Notes

Note 1 Nationalised / Part-Nationalised
The counterparties in this section will have the UK Government's AA- rating applied to
them thus giving them a credit limit of £75m.

Standard &

Poor's
— (%))
@
3 3
AAA
AA- A-1+
AA- A-1+
AA- A-1+
AAA
AA- A-1+
AAA
A+ A-1
AA+
AA- A-1+
AA- A-1
A+ A-1

w3
ywir

50

50
50

50

50
50
50

50

50
50

poliad
usode(
Xep

2 years

2 years

2 years

2 years

365 days

2 years

2 years

365 days

* These will be revisited and used only if they meet the minimum criteria (ratings of A- and

above)

Any bank which is incorporated in the United Kingdom and controlled by the Prudential
Regulation Authority (PRA) is classed as a UK bank for the purposes of the Approved

Lending List.
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Tyne and Wear Fire =
and Rescue Author'lty

TYNE AND WEAR FIRE AND RESCUE AUTHORITY Item No. 8

MEETING: FIRE AUTHORITY 17 MARCH 2025

SUBJECT: AUDITORS ANNUAL REPORT 2023/24

JOINT REPORT OF THE CHIEF FIRE OFFICER/CHIEF EXECUTIVE (THE CLERK
TO THE AUTHORITY) AND THE DIRECTOR OF FINANCE, ESTATES AND
FACILITIES

1 INTRODUCTION

1.1 This report provides the Authority with details of the Auditors Annual Report for
2023/24 issued by the External Auditors, Forvis Mazars. A copy of their independent
report is attached at Appendix A.

2 BACKGROUND

2.1 The Auditors Annual Report has already been to Governance Committee held
on 21 February 2025 where the External Auditors presented their findings. It
is therefore presented to Fire Authority for information.

3 SUMMARY

3.1 The Auditors Annual Report provides the Authority with the findings of the
audit of 2023/24 financial statements as well as commentary on the Value For
Money (VFM) arrangements.

3.2  The Auditors have issued an unqualified opinion on the financial statements.

3.3  They did not identify any significant weaknesses in the Auhtority’s
arrangements to secure economy, efficiency and effectiveness in its use of
resources. Further detail is in the Auditor’s report.

4 RISK MANAGEMENT

4.1 There are no risk management implications in respect of this report.

5 FINANCIAL IMPLICATIONS

5.1 There are no financial implications in respect of this report.
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6.1

7.1

8.1

EQUALITY AND FAIRNESS IMPLICATIONS

There are no equality and fairness implications in respect of this report.
HEALTH AND SAFETY IMPLICATIONS

There are no health and safety implications in respect of this report.
RECOMMENDATIONS

The Authority is recommended to:

a) Note the Auditors Annual Report at Appendix A.
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Auditor’'s Annual Report
Tyne & Wear Fire and Rescue Authority — year ended 31 March 2024

27 February 2025
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Contents

01 Introduction

02 Audit of the financial statements

03 Commentary on VFM arrangements

04 Other reporting responsibilities

05 Audit fees and other services

A Appendix A: Further information on our audit of the Authority’s financial statements

Our reports are prepared in the context of the ‘Statement of Responsibilities of auditors and audited bodies’ and the ‘Appointing Person Terms of Appointment’ issued by Public Sector Audit Appointments Limited.
Reports and letters prepared by appointed auditors and addressed to the Authority are prepared for the sole use of the Authority and we take no responsibility to any member or officer in their individual capacity or to any third party.

Forvis Mazars LLP — The Corner, Bank Chambers, 26 Mosley Street, Newcastle Upon Tyne. NE1 1DF Tel: 0191 383 6300 www.forvismazars.com/uk

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old
Bailey, London, EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT
number: GB 839 8356 73
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Introduction

Purpose of the Auditor’s Annual Report

Our Auditor’'s Annual Report (AAR) summarises the work we have undertaken as the auditor for Tyne and Wear Fire and Rescue Service (‘the Authority’) for the year ended 31 March 2024. Although this report is addressed to the

Authority, it is designed to be read by a wider audience including members of the public and other external stakeholders.

Our responsibilities are defined by the Local Audit and Accountability Act 2014 and the Code of Audit Practice (‘the Code’) issued by the National Audit Office (‘the NAO’). The remaining sections of the AAR outline how we have

discharged these responsibilities and the findings from our work. These are summarised below.

N Opinion on the financial statements
We issued our audit report on 27 February 2025. Our opinion on the financial statements

was unqualified.

Wider reporting responsibilities

The NAO, as group auditor, requires us to complete the WGA Assurance Statement in

respect of its consolidation data. We are awaiting group instructions from the National
Audit Office to enable us to complete this work.

L — |

As in previous years, we anticipate a significant delay before we will be able to issue our
2023/24 audit certificate, as we await NAO clearance on whether we will be required to
undertake additional procedures as a sampled component.
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Value for Money arrangements

We did not identify any significant weaknesses in the Authority’s arrangements to secure
economy, efficiency and effectiveness in its use of resources. Section 3 provides our
commentary on the Authority’s arrangements.
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Audit of the financial statements

Our audit of the financial statements

Our audit was conducted in accordance with the requirements of the Code, and
International Standards on Auditing (ISAs). The purpose of our audit is to provide
reasonable assurance to users that the financial statements are free from material error.
We do this by expressing an opinion on whether the statements are prepared, in all
material respects, in line with the financial reporting framework applicable to the Authority
and whether they give a true and fair view of the Authority’s financial position as at 31
March 2024 and of its financial performance for the year then ended. Our audit report,
issued on 27 February 2025 gave an unqualified opinion on the financial statements for the
year ended 31 March 2024.

A summary of the significant risks we identified when undertaking our audit of the financial
statements and the conclusions we reached on each of these is outlined in Appendix A. In
this appendix we also outline the uncorrected misstatements we identified and any internal
control recommendations we made.

Qualitative aspects of the Authority’s accounting practices

We have reviewed the Authority’s accounting policies and disclosures and concluded they
comply with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2023/24, appropriately tailored to the Authority’s circumstances. There
were no significant changes in accounting policies this year.

Significant difficulties during the audit
There were no significant difficulties noted during the audit. We received the full co-
operation of management during the audit.

Other reporting responsibilities

Reporting
responsibility

Narrative Report

Annual Governance
Statement
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We did not identify significant inconsistencies between the
content of the Narrative Report report and our knowledge of
the Authority.

We did not identify any matters where, in our opinion, the
governance statement did not comply with the guidance
issued by CIPFA/LASAAC Code of Practice on Local
Authority Accounting.
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VFM arrangements — Overall summary

Approach to Value for Money arrangements work

We are required to consider whether the Authority has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. The NAO issues guidance to auditors that underpins the
work we are required to carry out and sets out the reporting criteria that we are required to consider. The
reporting criteria are:

X

Financial sustainability - How the Authority plans and manages its resources to ensure it can
continue to deliver its services.

—

ol

Governance - How the Authority ensures that it makes informed decisions and properly manages its
risks.

Improving economy, efficiency and effectiveness - How the Authority uses information about its
costs and performance to improve the way it manages and delivers its services.

(="

Our work is carried out in three main phases.

Phase 1 - Planning and risk assessment

At the planning stage of the audit, we undertake work so we can understand the arrangements that the
Authority has in place under each of the reporting criteria; as part of this work we may identify risks of
significant weaknesses in those arrangements.

We obtain our understanding or arrangements for each of the specified reporting criteria using a variety of
information sources which may include:

» NAO guidance and supporting information
» Information from internal and external sources, including regulators
» Knowledge from previous audits and other audit work undertaken in the year

* Interviews and discussions with officers
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Although we describe this work as planning work, we keep our understanding of arrangements under review
and update our risk assessment throughout the audit to reflect emerging issues that may suggest there are
further risks of significant weaknesses.

Phase 2 - Additional risk-based procedures and evaluation

Where we identify risks of significant weaknesses in arrangements, we design a programme of work to enable
us to decide whether there are actual significant weaknesses in arrangements. We use our professional
judgement and have regard to guidance issued by the NAO in determining the extent to which an identified
weakness is significant.

We outline the risks that we have identified and the work we have done to address those risks on page 10.

Phase 3 - Reporting the outcomes of our work and our recommendations

We are required to provide a summary of the work we have undertaken and the judgments we have reached
against each of the specified reporting criteria in this Auditor's Annual Report. We do this as part of our
Commentary on VFM arrangements which we set out for each criteria later in this section.

We also make recommendations where we identify weaknesses in arrangements or other matters that require
attention from the Authority. We refer to two distinct types of recommendation through the remainder of this
report:

* Recommendations arising from significant weaknesses in arrangements - we make these
recommendations for improvement where we have identified a significant weakness in the Authority’s
arrangements for securing economy, efficiency and effectiveness in its use of resources. Where such
significant weaknesses in arrangements are identified, we report these (and our associated
recommendations) at any point during the course of the audit.

» Other recommendations - we make other recommendations when we identify areas for potential
improvement or weaknesses in arrangements which we do not consider to be significant, but which still
require action to be taken.

The table on the following page summarises the outcome of our work against each reporting criteria, including
whether we have identified any significant weaknesses in arrangements, or made other recommendations.
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Overall summary by reporting criteria

. . C t
Reporting criteria ormmentary Identified risks of significant weakness?
page reference

Actual significant weaknesses identified?

Other recommendations made?

=

IED

{9

10

Financial sustainability 11

Governance 14

Improving economy,
efficiency and 17
effectiveness

No

No

No
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VFM arrangements

Financial Sustainability

How the body plans and manages its resources to
ensure it can continue to deliver its services
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VFM arrangements — Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria

How the Authority identifies significant financial pressures that are relevant to its short and medium-
term plans

The Authority approved its Medium Term Financial Strategy (MTFS) in February 2023 covering a four year
period from 2023/24 to 2027/28.

The MTFS considered income and funding assumptions as well as service investments and pressures. It also
incorporated efficiency savings and recognised the key risks and uncertainties facing the Authority. Our
review of the MTFS and associated assumptions identified no evidence of significant weaknesses in
arrangements.

We confirmed through review that the arrangements for approving and reporting the budget and MTFS
remained in place during 2023/24 and continued to be based on established arrangements. We confirmed the
Authority reports regularly on its financial performance to the Policy and Performance Committee,
Governance Committee, and the full Authority. This was evidenced through our review of minutes of those
meetings, as well as our attendance at the Governance Committee throughout the financial period.

At the end of the 2023/24 financial year, the Authority reported an underspend of £1.842 million, largely due
to a reduction in employee costs and release of employee related contingencies. As at the 31 March 2024,
the level of general fund balances was £4.1 million and earmarked reserves were £26.85 million which is a
reduction of £6.5 million on the balance for 31 March 2023. The majority of this was planned for financing of
the capital programme. The level of general fund balances is in line with the Authority’s reserves policy and
represents 7.15% of the Authority’s net budget provision.

The original Capital Programme, approved by Members, included planned capital expenditure of £14.183
million and the outturn was £9.8 million. The main reason for the lower outturn was due to the delay in
Hebburn Station which is now being delivered in 2024/25.

Our work did not identify any evidence to indicate a significant weakness in arrangements for 2023/24.
How the Authority plans to bridge funding gaps and identifies achievable savings

The 2023/24 MTFS recognised the risks and uncertainties facing the Authority in terms of cost pressures,
future funding arrangements, volatile income levels and costs of the delivery of services.

There is a large degree of uncertainty within the MTFS, particularly with regards to the future levels of funding
to be received from the Government. As part of our work, we have considered the key assumptions and are
satisfied that they are based on the most up to date information available and are not unreasonable. Our
review of minutes, attendance at meetings and discussions with management demonstrate the financial
position is continuously monitored and updated. As reported to full Authority in January 2025, the Authority is
forecasting an underspend of £0.641 million for 2024/25.
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The Authority submitted its ‘Efficiency and Productivity Plan’ for 2024/25 on 31 March 2024 to the Home
Office which specified estimated saving initiatives of £2m for 2024/25. This is significantly above the 2%
minimum efficiency savings target required. This is now an annual requirement that the Authority must comply
with. There are no issues regarding the achievement of these savings at this stage in the financial year.

The Authority retains an appropriate level of earmarked reserves as determined by the Authority’s MTFS and
Risk Analysis. The reserves are reviewed by senior management of the Authority, including the Finance
Director, to ensure they are robust, appropriate and will meet the assessed financial risks of the Authority. Our
review of minutes has confirmed there is challenge on the use of reserves by Members.

The Authority has a history of underspends but is now forecasting an underlying deficit across the MTFS of
£3.9 million based on the 2024/25 MTFS which was approved in February 2024. The deficit will require
contributions from earmarked reserves. The Authority has plans to use the majority of earmarked reserves
over the MTFS, mainly for capital development and the PFI scheme. Based on the 2024/25 MTFS, the
balance of earmarked reserves is projected to fall to £1.95 million by 2027/28 but most of this is planned to
avoid the need to take out additional borrowing to finance the capital programme. The majority of the reserves
are not being used to fund significant underlying deficits in the revenue budget. We are satisfied therefore that
this is not a significant weakness in arrangements in 2023/24 but the Authority should continue to review the
level of reserves to ensure that they do not fall to a level which threatens the financial sustainability of the
Authority or expose them to unnecessary risk.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

How the Authority plans finances to support the sustainable delivery of services in accordance with
strategic and statutory priorities

Resources follow priorities through the MTFS, which is sustainable over the four-year period whilst
maintaining what the Authority consider a prudent general minimum reserve which is risk assessed annually
and reported to the Authority.

Our review of outturn and the MTFS has not identified a reliance on short-term fixes other than the planned
use of reserves which have been specifically built up in recent years to support the phasing of savings
measures and to finance the capital programme. It is important to remember that the MTFS is based on a
number of key assumptions which are still uncertain but are monitored closely by officers and, where
necessary, the MTFS is updated accordingly. We are satisfied through our work that regular monitoring and
reporting of the financial position means that this is not unsustainable and does not indicate a significant
weakness in arrangements. The Authority is reasonably placed to support the sustainable delivery of services
and recent reports indicate that operational performance is not being compromised.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria - continued

How the Authority ensures that its financial plan is consistent with other plans

The MTFS is underpinned by workforce planning and the asset management plan and takes account of risks
and planning assumptions within the Integrated Risk Management Plan (IRMP). We have not identified any
inconsistency between the various plans in prior years or from our review of the IRMP.

The Authority work closely with Sunderland City Council, who are responsible for the Treasury Management
function on behalf of the Fire Authority. Treasury Management, including the Borrowing Strategy and Risk
Management Reviews, are reported on a regular basis to the Governance Committee and Authority, with the
Treasury Management Policy and Strategy for 2023/24 being approved by the Full Authority at the meeting in
March 2023. We confirmed that these plans and strategies are considered and approved by the Authority
alongside the MTFS and budget decisions each year.

Risk management is also considered in terms of financial plans and we observed that risk-registers are
regularly updated and reported to the Full Authority throughout the year.

The Authority consider the updated financial position at various stages throughout the year and this allows for
Member scrutiny and challenge. The MTFS for 2023/24 and 2024/25 were considered in February 2023 and
February 2024 respectively.

The annual budget process includes reviewing the Authority’s reserves. We confirmed a review was
completed in 2023/24 and 2024/25 to ensure funding set aside remains in line with strategic and statutory
priorities.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
How the Authority identifies and manages risks to financial resilience

The MTFS outlines the key uncertainties, challenges, and risks facing the Authority over the life of the plan. It
includes a financial risk analysis considering the potential risks and impact of those risks on the MTFS. The
Authority’s medium term budget projections consider budget pressures such as pay and price increases, as
well as the revenue implications of the capital programme and other pressures. The Authority also holds
general fund balances of £4.1 million which reflects the Section 151 Officer’s financial risk assessment. This
represented 7.15% of the net revenue budget for 2023/24 (8% in 2022/23). There have been no significant
overspends or unplanned use of reserves in recent years.

We confirmed through observation that there is regular monitoring of the risk register by the Governance
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Committee, along with overview and scrutiny by the full Authority. The most recent review of the 2023/24 risk
register was at the March 2024 Governance Committee.

We confirmed through review of minutes that there was regular reporting of the Authority’s 2023/24 financial
position to the full Authority throughout the year. The outturn report presented to the June 2024 Authority
meeting was consistent with the financial position reported during the year. There were some significant
variances reported in quarter four which increased the underspend from the quarter three position. This was
largely due to unused employee related contingency budgets and further underspends on employee costs.
This was clearly highlighted and explained in the report. We are satisfied that this does not indicate a
weakness in the Authority's budget monitoring and reporting arrangements.

Based on the above considerations we are satisfied there is not a significant weakness in the
Authority’s arrangements in relation to financial sustainability.
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VFM arrangements

Governance

How the body ensures that it makes informed
decisions and properly manages its risks
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VFM arrangements — Governance

Overall commentary on the Governance reporting criteria

How the Authority monitors and assesses risk and how the Authority gains assurance over the
effective operation of internal controls, including arrangements to prevent and detect fraud

The Authority has approved a Code of Corporate Governance, which is consistent with the seven principles of
good governance as identified in the CIPFA/SOLACE 2016 Framework — “Delivering Good Governance in
Local Government”. Furthermore, a Corporate Governance Action plan is also in place which is updated on a
regular basis. Our review of the Code of Governance has not identified any significant weaknesses in
arrangements. The Annual Governance Statement (AGS) 2023/24 was presented at the Governance
Committee in June 2024 which we attended and then to the full Fire Authority. The AGS concluded:

“The Authority is satisfied that appropriate governance arrangements are in operation and remains committed
to enhancing these via the delivery of the improvement action plan during 2024/2025. No review can provide
absolute assurance; this statement is intended to provide reasonable assurance that there is an ongoing
process for reviewing the Authority’s governance framework and its operation in practice.

Based on the evidence examined, the Authority’s governance framework has continued to be in place for the
year ending 31 March 2024 and up to the date of approval of the 2023/2024 Statement of Accounts.”

We have reviewed the Annual Governance Statement and based on the audit work carried out, along with our
cumulative audit knowledge, we have not identified any significant weaknesses in arrangements.

The Authority has a Governance Committee in place to provide:

“independent assurance of the adequacy of the risk management framework and the associated control
environment, independent scrutiny of the Authority's financial and non-financial performance to the extent that it
effects the Authority's exposure to risk and weakens the control environment, oversees the financial reporting
process and promotes and maintains high standards of conduct by Members of the Authority.”

Our attendance at Governance Committee meetings during the year, as well as review of minutes, has not
highlighted any weaknesses in arrangements. We are satisfied there is a sufficient level of scrutiny and
challenge by Members.

The Authority’s internal audit function is provided by Sunderland City Council. Review of minutes and
attendance at Governance Committee has confirmed internal audit is active and uses a risk-based Internal
Audit Plan to determine the priorities of the internal audit activity, consistent with the organisation’s goals. The
2023/24 Internal Audit Plan was taken to the Governance Committee and approved in March 2023. We
confirmed through attendance at meetings there was regular reporting of progress against the internal audit
plan.
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The Annual Internal Audit Report 2023/24 was presented to Governance Committee in May 2024 and the Head
of Internal Audit Opinion concluded:

“This report provides assurance that sufficient audit work was completed within the year to enable an opinion
on the Authority’s internal control environment, with no high or significant risk issues being identified.

Using the cumulative knowledge and experience of the systems and controls in place, including the results of
previous audit work and the work undertaken within 2023/24, it is considered that overall, the Authority
continues to have a good internal control environment.”

The report provides detail on the performance of Internal Audit for 2023/24, areas of work undertaken, and the
internal audit opinion regarding the adequacy of the overall system of internal control within the Service. We
have reviewed this report and identified no evidence to indicate a significant weakness in arrangements.

How the Authority approaches and carries out its annual budget setting process

The Authority’s Financial Regulations include guidelines for financial planning and annual estimates. We note
that the Financial Regulations were refreshed in March 2023 for the 2023/24 financial period.

There is a clear plan and timetable in place for the annual budget setting process. In December 2022, the
Budget Planning Framework 2023-2024 was presented to the Authority setting out high level considerations in
drafting the Revenue Budget for 2023/24 and longer-term financial planning for the Authority. In December
2023 there was approval of the 2024/25 Framework. The 2023/24 MTFS was presented to the Fire Authority in
February 2023 and the 2024/25 MTFS was presented in February 2024. Our review has not identified any
significant weaknesses in the arrangements.

We have confirmed through our review that the Authority has budgetary monitoring systems in place and
reports throughout the financial year. These reports include detailed descriptions of any variances to the Fire
Authority’s budget. Based on our review of minutes and discussions with officers we have identified no
significant weakness in arrangements. Overall, the Authority is aware of the financial pressure it faces and
reports these pressures to appropriate Committees.
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VFM arrangements — Governance

Overall commentary on the Governance reporting criteria

How the Authority ensures effective processes and systems are in place to ensure budgetary control;
to communicate relevant, accurate and timely management information (including non-financial
information where appropriate); supports its statutory financial reporting requirements; and ensures
corrective action is taken where needed

Review of Authority minutes has confirmed there was regular reporting of the financial position during the
2023/24 financial year. Reporting included details of movements in the budget and forecast outturn between
quarters. The reports detailed the in-year pressures as well as planned mitigations. As detailed in the previous
section the Authority delivered a £1.842 million underspend against plan for 2023/24 financial year.

Our audit of the financial statements did not identify any matters to indicate a significant weakness in the
accuracy of the financial information reported or the process for preparing the accounts.

We did not identify any significant weaknesses in arrangements.

How the Authority ensures it makes properly informed decisions, supported by appropriate evidence
and allowing for challenge and transparency.

The Standing Orders set out how the Authority operates, how decisions are made and the procedures which
are followed to ensure that decisions are efficient, transparent, and accountable to local people. Standing
Orders are reviewed on an annual basis.

Those Charged With Governance (TCWG) are fully independent of the management of day-to-day operations,
and the Terms of Reference of the committees are clearly set out in the Standing Orders which are available on
the Authority’s website. TCWG have relevant experience and knowledge to be able to perform their relevant
functions. All members are provided training on their responsibilities and duties.

The Authority ensures that decision-makers receive objective analysis of a variety of options, indicating how
intended outcomes would be achieved and highlighting associated risks, to secure best value regardless of the
service delivery method. We have reviewed Authority minutes in the year and have not identified any evidence
of significant weaknesses in arrangements. The reports we have reviewed support informed decision-making
and were clear in the decisions or recommendations Members were asked to make.

Our attendance at Governance committee meetings also confirms challenge of the Authority’s activities. The
Authority publishes a range of information on its website to ensure transparency.
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The Authority ensures that appropriate legal, financial, and other professional advice is considered as part of
the decision-making process to help ensure that the specific requirements of legislation and general
responsibility by Law are complied with.

We did not identify any significant weaknesses in arrangements.

How the Authority monitors and ensures appropriate standards are maintained

A Corporate Governance Framework is in place and there are Standing Orders which includes a specific
section relating to Codes of Conduct (part 5). These are published on the Authority website and cover both
Members and all personnel, as well as an anti-bribery policy and the policy relating to the register of gifts and
interests. The transparency section of the Authority's website also provides other information, policies, and
procedures which are available to Members, officers and the public. We have not identified any matters in
relation to communication and enforcement, ethics and integrity or leadership and governance from past audits
or current risk assessments.

The Authority expects the highest standards of conduct from both its Members and officers. The Governance
Framework is reviewed and updated regularly by management. Management are committed to integrity and
ethical behaviour and this is evident from our attendance of Committee’s and meetings with management. The
Authority has a separate Anti-Fraud and Corruption Policy which sets out detailed policies and procedures to
prevent and detect fraud.

There are appropriate arrangements to capture declarations of interests, gifts and hospitality.

We have not identified any failure to comply with the relevant Codes and corporate governance guidance.

Based on the above considerations we are satisfied there is not a significant weakness in the
Authority’s arrangements in relation to governance.
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VFM arrangements

Improving Economy, Efficiency and
Effectiveness

How the body uses information about its costs and
performance to improve the way it manages and
delivers its services
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VFM arrangements — Improving Economy, Efficiency and Effectiveness

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria

How financial and performance information has been used to assess performance to identify areas for
improvement

We confirmed through review of minutes and attendance of meetings that the Governance Committee received
progress reports on the management of corporate risks. This is intended to ensure independent scrutiny of the
Authority’s risk register. The Executive Leadership Team has overall responsibility for the management and
monitoring of corporate risks.

Performance objectives of the Authority are set out in the TWFRS Strategy 2025. As detailed on the Authority
website

‘This Strategy document aims to modernise our approach to strategic planning, having previously presented
large and detailed documents combining strategy, corporate plan, Integrated Risk Management
Plan, Community Risk Management Plan, Community Risk Profile, Service Annual Operating Plan and
performance reporting.’

As detailed in previous years the Authority has an Integrated Risk Management Plan (IRMP) covering the
period 2021-24. The IRMP is intended to drive continuous improvement and innovation, aims to ensure that
savings are achieved in a safe way, balancing risk and resources. The IRMP, including proposals, public
consultation questionnaire and information, has been reported to the full Authority, as evidenced through our
review of Authority minutes. The most recent update for 2023/24 was reported to the Authority in February
2023.

Our minutes review also showed that reports on financial and operational performance are considered by the
Governance Committee and the Fire Authority. Performance information is available to members of the public
via the website and can be drilled down to specific areas of the Authority.

How the Authority evaluates the services it provides to assess performance and identify areas for
improvement

The Authority evaluates services through reporting on both financial and operational performance via the
Executive Leadership Team (ELT) and into the relevant committees. The TWFRS Strategy 2025 sets out the
key objectives against which performance is assessed. Whilst performance is mixed, this is not unusual for a
Authority of this size and complexity and there is no evidence to suggest a significant weakness in
arrangements.

The Authority is also subject to review by His Majesty’s Inspectorate of Constabulary and Fire & Rescue
Services (HMICFRS). HMICFRS carry out inspections of fire and rescues services to assess and report on
three key areas: effectiveness, efficiency, and people. The most recent report covers the period 2023-25 and is
available on the HMICFRS website. This review considered the Service’s ‘effectiveness’, ‘efficiency’ and how

the ‘service looks after people’.
18
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In the HMICFRS Inspection Report for 2021/22, the Fire Authority received an overall rating of ‘GOOD’. The
more recent report removes the separate grades for effectiveness, efficiency and people. This is to encourage
the service to consider the inspection findings as a whole and not focus on just one area.

The HMICFRS now assess services against the characteristics of good performance and more clearly link
judgments to causes of concern and areas for improvement. They have also expanded the previous four-tier
system of graded judgments to five which is designed to show where improvement is most needed and
highlight good performance more effectively. As the HMICFRS highlight, these changes mean it isn’t possible to
make direct comparisons between grades awarded in this round of fire and rescue service inspections with
those from previous years. It is also important to note that a reduction in grade, particularly from good to
adequate, doesn’t necessarily mean there has been a reduction in performance.

There are eleven scored areas under the new HMISFRC methodology. Two areas are shown as ‘Good’, Eight
are shown as ‘Adequate’ and one is shown as ‘Requires improvement’ (relating to promoting fairness and
diversity). No areas are shown as Inadequate.

We have considered the Report’s findings and while there are some areas for improvement identified, we did
not identify any issues in the inspection report which highlights any significant weaknesses in arrangements for
our reporting.

How the Authority ensures it delivers its role within significant partnerships, engages with stakeholders
it has identified, monitors performance against expectations, and ensures action is taken where
necessary to improve

Review of performance management reports has not indicated a weakness in partnership arrangements.
Partnerships are risk-assessed before being entered into and an established framework exists. The Authority
uses various channels of communication and feedback mechanisms, including social media (Twitter, Facebook,
Instagram and YouTube).

The Authority has a number of collaboration arrangements in place with partners, including the Local Resilience
Forum (LRF), Local Authorities, Northumbria Police, and the Health Service with a focus on efficiency, and
delivering better community outcomes.

The Authority also work closely with neighbouring fire and rescue services to help ensure they are resilient and
prepared. Building on the co-location and collaboration arrangements with its blue light partners, the Authority
are now moving to full integration of services, for example the tri-service station in Hebburn.
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VFM arrangements — Improving Economy, Efficiency and Effectiveness

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria - continued

The Fire and Rescue Authority is made up of 16 elected members, nominated by the five constituent councils of
Tyne and Wear in line with schedule 10 of the Local Government Act 1985. The Police and Crime
Commissioner for Northumbria also sits on the Fire and Rescue Authority.

Joint Organisational Learning (JOL) and National Operational Learning (NOL) are two national systems that the
Authority use to ensure lessons from incidents, ensure training and exercising are identified and acted upon to
continually improve interoperability between services and firefighter/public safety. JOL provides a mechanism
by which lessons identified and notable practice can be shared to all partner agencies to improve response to
incidents and day-to-day operations, whilst external partners share their learning and best practice to promote
knowledge, awareness and continual improvement.

The Authority are proposing other initiatives in future to improve operational and national responses, including:

» Increasing collaborative training with blue light partners at the Authority’s dedicated training centre which
houses the Urban Search and Rescue complex;

* Increasing collaboration with Northumberland FRS to enable an improved response to wildfire incidents;
and

« Enhancing Marauding Terrorist Attack capability by working in partnership with National Resilience.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

Where the Authority commissions or procures services, how the body ensures that this is done in
accordance with relevant legislation, professional standards and internal policies, and how the body
assesses whether it is realising the expected benefits

The Authority has a Procurement Policy in place (available on the Authority website) which outlines the
Authority’s approach to achieving value for money through the ‘effective procurement of goods and services’.
The Policy per the website covers the period 2021-2024 and is subject to an annual review process undertaken
by the Procurement Team in the Financial Services Department to ensure the content remains appropriate for
the Authority.

Procurement activities are expected to be in line with the service’s standing orders and financial regulations,
national legislation and relevant European legislation as per Public Contract Regulations 2015 and procurement
best practice. The Authority also note on their website that they have achieved ‘CIPS Corporate Ethical
Procurement and Supply’ status. Based on our attendance at meetings, discussions with officers and review of
minutes we have not identified any evidence of non-compliance indicating a weakness in the Authority’s
arrangements.
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Internal Audit also include procurement and contract management as a key risk area, per the Internal Audit
Annual Report. The overall opinion from the previous three years work in this area is noted as, being
‘moderate’. Some weakness have been identified and recommendations regarding the PFI contract were
identified. Management confirm they have acted on these recommendations. We are satisfied that the matters
raised are not evidence of a significant weakness in arrangements for our reporting.

Based on the above considerations we are satisfied there is not a significant weakness in the
Authority’s arrangements in relation to improving economy, efficiency and effectiveness.
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Other reporting responsibilities

Matters we report by exception

The Local Audit and Accountability Act 2014 provides auditors with specific powers where matters come to our attention that, in their judgement, require specific reporting action to be taken. Auditors have the power to:
* issue a report in the public interest;

* make statutory recommendations that must be considered and responded to publicly;

» apply to the court for a declaration that an item of account is contrary to the law; and

* issue an advisory notice.

We have not exercised any of these statutory reporting powers
The 2014 Act also gives rights to local electors and other parties, such as the right to ask questions of the auditor and the right to make an objection to an item of account. We did not receive any such objections or questions.

Reporting to the NAO in respect of Whole of Government Accounts consolidation data

The NAO, as group auditor, requires us to complete the WGA Assurance Statement in respect of its consolidation data. We are awaiting group instructions from the National Audit Office to enable us to complete this work.
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Audit fees and other services

Fees for our work as the Authority’s auditor

We reported our proposed fees for the delivery of our work under the Code of Audit Practice in our Audit Strategy Memorandum dated 22 August 2024 which was presented to the Governance Committee on 16
September 2024. This reflected the scale fee set by Public Sector Audit Appointments (PSAA) as part of the latest national procurement exercise.

Having completed our work for the 2023/24 financial year, we can confirm that our fees are as follows:

Planned fee in respect of our work under the Code of Audit Practice £94,665 £32,575
2022/23 Additional fees in agreed fee variations = £14,460
Additional audit work under revised ISA (UK) 315 (risks of material misstatement) and the related impact of ISA (UK) 240 (fraud)* £7,058 =

Total fees £101,723 £47,035

*This is because PSAA did not consolidate additional fees for these aspects into the 2023/24 scale fees, because at the time the 2023/24 scale fees were set PSAA had not reached a conclusion on what would be the
appropriate fee for this. An explanation for this including that there would therefore be a need to treat this as an additional fee variation is set out on the PSAA website: https://www.psaa.co.uk/appointing-auditors-and-
fees/auditor-appointments-and-scale-fees-2023-24-2027-28/2023-24-auditor-appointments-and-audit-fee-scale/consultation-document-2023-24-audit-fee-scale/3/

PSAA have subsequently determined the appropriate fees for these aspects as part of its 2024/25 scale fee process https://www.psaa.co.uk/appointing-auditors-and-fees/auditor-appointments-and-scale-fees-2023-24-
2027-28/2024-25-auditor-appointments-and-audit-fee-scale/2024-25-audit-fee-scale/3/

Fees for other work

We confirm that we have not undertaken any non-audit related services for the Authority in 2023/24.
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Appendix A: Further information on our audit of the financial statements

Significant risks and audit findings

As part of our audit of the Authority we identified significant risks to our opinion on the financial statements during our risk assessment. The table below summarises these risks, how we responded and our findings.

Management override of controls Description of the risk

Management at various levels within an organisation are in a unique position to perpetrate fraud because of their ability to manipulate accounting records and prepare fraudulent
financial statements by overriding controls that otherwise appear to be operating effectively. Due to the unpredictable way in which such override could occur there is a risk of material
misstatement due to fraud on all audits.

How we addressed this risk

We addressed the management override of controls risk through performing audit work over accounting estimates, journal entries and significant transactions outside the normal course
of business or otherwise unusual.

Audit conclusion

We did not identify any evidence of management override of controls.
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Appendix A: Further information on our audit of the financial statements

Valuation of property, plant and
equipment

Description of the risk
The financial statements contain material entries on the balance sheet as well as material disclosure notes in relation to the Authority’s holding of Property, Plant and Equipment
(PPE).

The Authority employs a valuation expert to provide information on valuations, however there remains a high degree of estimation uncertainty associated with the (re)valuations
of PPE due to the significant judgements and number of variables involved.

How we addressed this risk

We will evaluate the design and implementation of any controls which mitigate the risk. This includes liaising with management to update our understanding on the approach taken by
the Authority in its valuation of land and buildings. We have undertaken the following work:

» Assess the scope and terms of engagement with the Valuer;

» Assess the competence, skills and objectivity of the Valuer;

» Assess how management use the Valuer’s report to value land and buildings included in the financial statements;
» Test the accuracy of the data used in valuations;

» Challenge the Authority’s and Valuer's assumptions and judgements applied in the valuations;

* Review valuation methodology used, including the appropriateness of the valuation basis;

» Consider the reasonableness of the valuation by comparing the valuation output with market intelligence; and

» Ensure all required disclosures are reflected in the accounts and relevant notes.

Audit conclusion

We did not identify any reporting issues.
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Appendix A: Further information on our audit of the financial statements

Net defined benefit liability / asset Description of the risk

valuation

The financial statements contain material pension entries in respect of retirement benefits. The calculation of these pension figures can be subject to significant volatility and includes
estimates based upon a complex interaction of actuarial assumptions. This results in an increased risk of material misstatement.

How we addressed this risk

In relation to the valuation of the Authority’s defined benefit pension liability we have completed the following work:

Critically assess the competency, objectivity and independence of the Tyne and Wear Pension Fund’s Actuary, Aon Hewitt, and the Firefighters Pension Scheme Actuary, the
Government Actuary Department (GAD);

Liaise with the auditors of the Tyne and Wear Pension Fund to obtain confirmation that the controls are designed and implemented appropriately. This included the processes and
controls in place to ensure data provided to the Actuary by the Pension Fund for the purposes of the IAS19 valuation was complete and accurate;

Review the appropriateness of the Pension Asset and Liability valuation methodologies applied by the Pension Fund Actuaries, and the key assumptions included within the
valuation. This included comparing them to expected ranges, utilising information provided by the consulting actuary engaged by the National Audit Office;

Agree the data in the IAS 19 valuation reports provided by the Funds’ Actuaries for accounting purposes to the pension accounting entries and disclosures in the Authority’s financial
statements; and

Ensure all required disclosures are reflected in the accounts and relevant notes.

Audit conclusion

We noted a number of adjusted and unadjusted misstatements. We did not identify any other reporting issues.
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Appendix A: Further information on our audit of the financial statements

Summary of uncorrected misstatements

Comprehensive Income and Balance Sheet
Expenditure Statement

Dr (£000) Cr (£°000) Dr (£7000) Cr (£°000)
1 DR Reserves 130
CR PFI Assets 130

Unreconciled difference between the Fixed Asset Register (FAR) shows Cost or valuation at 01 April 2023 of £40,525k and the Statement of Accounts (SoA) Cost or valuation at 01 April 2023 is
showing £40,655, therefore a difference of £0.130m.This resulted in NBV as at 31 March of £41,205k in the FAR and £41,335k in Note 12 of the Accounts (therefore a difference of £0.130m).

2 DR Net Pension Asset 254
CR Remeasurement of Net Defined Benefit Asset 254
Being the estimated understatement of LGPS pension fund assets based on the work undertaken by pension fund auditor
3 DR Net Interest on the Net Defined Liability 110
CR Gross Expenditure (Cost of Services) 110

Being the reallocation of Past Service Costs of £110k (per Note 31 - Defined Benefit Pension Scheme) to Cost of Services, rather than Financing and Investment Income and Expenditure.
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Appendix A: Further information on our audit of the financial statements

Internal control observations

Overview of engagement

As part of our audit, we obtained an understanding of Authority’s internal control environment and control
activities relevant to the preparation of the financial statements, which was sufficient to plan our audit and
determine the nature, timing, and extent of our audit procedures. Although our audit was not designed to
express an opinion on the effectiveness of Authority’s internal controls, we are required to communicate to
the Governance Committee any significant deficiencies in internal controls that we identified in during our
audit.

Deficiencies in internal control
A deficiency in internal control exists if:

e acontrol is designed, implemented, or operated in such a way that it is unable to prevent, detect, and/
or correct potential misstatements in the financial statements; or

* anecessary control to prevent, detect, and/ or correct misstatements in the financial statements on a
timely basis is missing.

The purpose of our audit was to express an opinion on the financial statements. As part of our audit, we
have considered Authority’s internal controls relevant to the preparation of the financial statements to design
audit procedures to allow us to express an opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Authority’s internal controls or to identify any significant
deficiencies in their design or operation.

The matters reported in this section of our report are limited to those deficiencies and other control

recommendations that we have identified during our normal audit procedures and which we consider to be of

sufficient importance to merit being reported.

If we had performed more extensive procedures on internal control, we might have identified more
deficiencies to report or concluded that some of the reported deficiencies need not in fact have been
reported.

Our comments in this section should not be regarded as a comprehensive record of all deficiencies that may

exist or improvements that could be made.

29

Significant deficiencies in internal control

A significant deficiency in internal control is one which, in our professional judgement, has the potential for
financial loss, damage to reputation, or a loss of information which may have implications on the
achievement of business strategic objectives. Our view is that observations categorised as a significant
deficiency is of sufficient importance to merit the attention of the Governance Committee.

We have not identified any significant deficiencies in the Authority’s internal controls as at the date of this
report.

Other observations

We also record our observations on the Authority’s internal controls where, in our professional judgement,
there is a need to strengthen internal control or enhance business efficiency that do not constitute significant
deficiencies in internal control but which we view as being important for consideration by management.

We reported three other internal control observations, and followed up a prior year matter arising.
Appropriate actions were agreed with management.
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Contact

Forvis Mazars

Gavin Barker

Director

Tel: 0788 128 3527
gavin.barker@mazars.com

Nora Natova

Audit Manager

Tel: 07815 980 394
nora.natova@mazars.com

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited
liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London,
EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our
audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: GB 839 8356 73

© Forvis Mazars 2025. All rights reserved.
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