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AGENDA
KENT AND MEDWAY FIRE AND RESCUE AUTHORITY
AUDIT AND GOVERNANCE COMMITTEE

Thursday 29" January 2026 at 10.30am Ask for: Kirsty Driver

Kent Fire and Rescue Service Headquarters, Telephone: (01622) 692121
The Godlands, Straw Mill Hill
Tovil, Maidstone, ME15 6XB

A1.
A2.
A3.
A4.
AS.

B1.

B2.
B3.

C1.
C2.
Cs.
C4.
C5.

UNRESTRICTED ITEMS
(During these items the meeting is likely to be open to the public)

Routine Business

Election of Vice-Chair for 2025/26

Chair's Announcements (if any)

Membership Changes and Apologies for Absence
Declarations of Interest in Items on this Agenda

Minutes of the Audit and Governance Meeting held on 25" September 2025 (for
approval)

For Decision

External Auditors Audit Findings Report for 2024/25 and Letter of
Representation

External Auditors Annual Report for 2024/25
Draft Treasury Management and Investment Strategy 2026/27 — 2029/30

For Information

Corporate and Strategic Risk Register Update

Internal Audit Progress Update for 2025/26

Anti-Fraud and Corruption Action Plan 2025-27 Update
Collaboration and Partnership Update and Presentation
Community Investment Update

Urgent Business (Other Items which the Chair decides are Urgent)

Exempt Items (At the time of preparing this agenda there were no exempt
items. During any such items which may arise the meeting is likely NOT to be
open to the public).



Kirsty Driver - Clerk to the Authority
7" January 2026

Please note that any background papers referred to in the accompanying reports may
be inspected by arrangement with the Lead/Contact Officer named on each report.



KENT AND MEDWAY FIRE AND RESCUE AUTHORITY

MINUTES of the Meeting of the Audit and Governance Committee held on Thursday 25" September,
at Kent Fire and Rescue Service Headquarters, The Godlands, Tovil, Maidstone, Kent, ME15 6XB.

PRESENT: - Mr V Maple, Mr Mr B Kemp, Mr W Chapman, Mr R Ford, Mr M Hood, Mr N Wibberley, Mr
M Munday, Mr A Brady, Mr O Bradshaw, and Mrs J Waterman (Independent Member).

APOLOGIES: - Mr P Webb

OFFICERS:- The Chief Executive, Miss A Millington; Director of Finance, Mr B Fullbrook; Director,
Response and Resilience, Mr M Deadman; Director Prevention, Protection and Customer
Engagement, Mr J Quinn; Assistant Director, Response, Mr N Giriffiths; Head of Finance, Treasury and
Pensions, Mrs N Walker; Strategy and Risk Manager, Mr P Goodwin; Head of Policy, Dr O Thompson
and the Clerk to the Authority, Mrs K Driver.

ALSO IN ATTENDANCE: - Interim Head of Internal Audit, Mr R Smith and Ms L Taylor Kent County
Council (KCC) Internal Audit; Mr M Dean, External Auditor.

UNRESTRICTED ITEMS

1. Election of Chair 2025/26
(ltem A1)

(1) Mr Kemp moved, Mr Hood seconded, that Mr Maple be elected Chair of the Audit &
Governance Committee.

(2) There being no other nominations, Mr V Maple was declared the elected Chair of the Audit &
Governance Committee for 2025/26.

2. Election of Vice-Chair 2025/26
(ltem A2)

(1) Mr Bradshaw moved, Mr Chapman Seconded that Mr Ford be elected the Vice-Chair of the
Audit & Governance Committee

(2) There being no other nominations, Mr R Ford was declared the elected Chair of the Audit &
Governance Committee for 2025/26.

3. Chair’s Announcements
(ltem A3)

(1) Chair would like to give thanks to Mr Kemp for all his work as the previous Vice-Chair.

(2) Chair welcomes all new Audit & Governance members and thanked those returning members
who have previously served the Committee.

4. Membership/Apologies
(ltem A4)

(1) Following the last Kent County Council election, there has been a lot of change to their
members. Chair listed new member names.

(2) Chair confirmed those who had sent apologies.

(3) Chair introduced Mrs J Waterman, the Independent Person and explained her roles on both
Audit & Governance and Kent & Medway Fire & Rescue Authority



Declarations of interest in agenda items
(item A5)

(1)  No declarations made

Minutes of the Audit & Governance Committee — 24" April 2025
(ltem A6)

(1) RESOLVED that: -

(a) The minutes of the Authority meeting held on 24" April 2025 be approved and signed
as a true record.

Annual Review of the Code of Corporate Governance 2025
(ltem B1 — Report by Head of Policy)

(1) The Committee considered the report on the Code of Corporate Governance following its
annual review.

(2) RESOLVED that: -

(@) The Annual Review of the Code of Corporate Governance 2025, be approved.

Corporate and Strategic Risk Update.
(ltem B2 — Report by Strategy & Risk Manager)

(1) The Committee received an update on the ongoing work to enhance our approach to
corporate and strategic risks.

(2) The Chief Executive Officer gave a brief introduction and explanation of the work the
Strategy & Risk Manager does and gave thanks for the work so far.

(3) Mrs Waterman noted that there are “regular” Business Continuity reviews and wanted to
know how often these are? Strategy & Risk Manager stated that he has monthly meetings
with the Head of Resilience to discuss business continuity and resilience, look at what
changes or are needed and what risks need there are to a variety of areas. In addition to
this, the Chief Executive Officer explained there is a wide range of ongoing work looking at
a variety of risks and the potential consequences in a very detailed way in order to mitigate
risk and prepare for all possible outcomes.

(4) Inrelation to the paragraph stating: “Where alternative options prevent us from delivering
an effective response, a moderate financial loss of up to £100,000 would be tolerated to
pursue our objectives, as would minor concerns regarding confidentiality of information or
use of data.” Mr Hood wanted to know the kind of circumstances that may apply to. The
Chief Executive Officer gave a hypothetical example of a CRMP consultation, where the
Authority is considering fire station closures. Should a member of the public decide to take
the Authority to court to stop the closure, while Judicial Reviews are rare, they are also
expensive. The Authority must be able to tolerate a limit in order to move the Service
forward.

(5) Mrs Waterman questioned when the delivery of risk competence and capability training was
expected to be delivered. The Chief Executive Officer responded that this is something that
is continuously carried out, the most recent example being the health conferences that



have just taken place. The next Fire Futures will include a Change Expert who will be going
over Black Box Thinking and managing change.

Mr Maple wanted to draw members attention to the Corporate Risk Management Policy
which notes the 10 parts of a Good Risk Culture, and while he feels that everywhere should
adopt similar principles, he feels it's a good thing to have it clearly included in the policy
itself.

RESOLVED that: -

(@) The refreshed Risk Appetite Statement be approved.

(b) The Risk Tolerance Matrix be approved.

(c) The Tier 2 Policy be approved.

(d) The Risk Diagnostic Tool to be used in 2026 be noted

Internal Audit Annual Report and Audit opinion 2024/25
(B3 — Report by R Smith — KCC Internal Audit)

(1)

(2)

3)

(4)

()

The Interim Head of Internal Audit briefly presented the final Internal Audit Annual Report
for 2024/25 for Members to review.

Mrs Waterman wanted clarification on Section 5 areas that are marked as “partial
conformity”, is this because there isn’'t adequate evidence to say “generally conforms” or is
it that those areas do only partially conform? Interim Head of Internal Audit stated that it is
due to evidence not being in place. That while these areas may actually conform, he is
being prudent in ensuring there is evidence to show each point.

Mr Brady raised a number of questions relating to the issues noted in the Disaster (Cyber
Security) Recovery & Back Up Arrangements. Firstly, is there a plan to review and
document Recovery Time Objectives before the Auditors follow up. The Chief Executive
officer stated there is. He also wanted to know when the Cyber Incident Response Plan will
be developed. The Chief Executive Officer responded that this is underway however, we
are looking for a Cyber Security expert and would ideally want them to assist with this,
however the search for one is proving difficult. Mr Brady wanted to know how the Authority
are ensuring 3™ parties are doing what they need to in order to conform with any measures
we put in place. The Chief Executive Officer confirmed that we are in the process of
redrawing all terms and conditions of supplier contracts and remapping the supply chain.
We are making sure there are clear decisions on who owns what data, what cyber security
measures are needed and that even smaller supplier contracts will go into further detail on
this area. There are particular issues which affect Fire & Rescue Services, preventing them
form getting the top level of certification. This is generally around equipment used in
incident command, which is shared and can’t be locked to one specific user because of the
nature of the situation and how command works. Finally, Mr Brady wanted to know if the Al
Policy is being rewritten to include 3™ parties and it was confirmed by the Chief Executive
officer that it is.

Mr Hood considered whether we are using the correct metric for the Internal Audit
Performance report. He wonders if it would be less complicated to use number of days late,
rather than %’s as he isn’t sure what the % means in terms of how late things are. The
Interim Head of Internal Audit noted that he would be happy to work on the outcomes with
the Director of Finance to ensure the Authority is getting the best out of the audit process.

RESOLVED that:

(@) the Internal Audit Annual Report, be approved.



10. The Provisional Revenue and Capital Budget Outturn for 2024/25 — Summary
(Item B4)

(1) The Committee reviewed the summary report which is aimed at providing members with the
assurance needed to formally approve the 2024/25 Statement of Accounts.

(2) Mr Wibberley wanted to know if the underspend would be taken into account in the following
years and have an impact on future funding. The Director of Finance confirmed that this is
not how the funding works and that the underspend would not change the funding in
upcoming years.

(3) Mrs Waterman raised a query regarding the cost of written off fire engines and whether the
accidents behind these being written off were avoidable? The Head of Finance confirmed
that no, these were not avoidable. The appliances were at an incident on the motorway and
were hit from behind. While one could be repaired the other could not. Given the amount of
time clams take to go through insurance companies, it was not feasible to wait for the claim
to be paid before replacing the appliance. The Director, Response and Resilience added
that the police had investigated but did not prosecute in this case. As a result of the incident,
additional lights have been added to the rear of the appliances, more than are required, in
an attempt to further increase visibility. There is also a Driver Support Group which works to
improve driving performance, reviews CCTV and ensures things such as the Driving at
Work policy are updated. We have also been pushing the need to report every incident, no
matter how minor, which means there has been an uptick in the number of reports.

(4) Mr Maple noted the while the issues affecting external audits are not local and are affecting
all public sector bodies, many to a much bigger extent than we have seen, can we be
confident in the current December completion date? The Director of Finance confirmed that
the next Audit & Governance meeting is January, and the deadline for the audited accounts
to be signed off is February, making a December completion for the audit a necessity. The
External Auditor confirmed that they expected the audit to be completed within the proposed
timeframe.

(5) RESOLVED that;

(a) The contents of the Provisional Revenue and Capital Budget Outturn summary be
approved.

11. Annual Governance Statement for 2024/25
(ltem B5)

(1) Members reviewed the Annual Governance Statement 2024/25

(2) Mr Maple noted that while these documents are very long and can be extremely complex,
this one has been done in a way that it is manageable and clear which is beneficial to
members.

(3) RESOLVED that;

(a) The Annual Governance Statement 2024/25 be approved.

12. Annual Statement of Accounts 2024/25
(ltem B6)



(1) The Head of Finance gave a presentation explaining the key financial statements and what
they show. Members received the Annual Statement of Accounts for approval.

(2) Mrs Waterman wanted to know if there was slippage with the Ashford Live Fire project,
which was the contractor’s fault, are there contractual clauses and penalties to be levied?
The Director Prevention, Protection and Customer Engagement confirmed there are penalty
options if the contractors were to slip, but this was not currently the case. We are still on
track for starting live training in September and handing the keys over in May. The delays
with the start of the project were due to protracted negotiations to ensure we got the best
value.

(3) Mr Maple thanked Mrs Waterman for the question and noted this is something the Audit &
Governance Committee have been monitoring closely and a keen to see the final outcome.
He also thanked the Finance team for the clear presentation

(4) RESOLVED that: -
(@) The draft 2024/25 Statement of Accounts be approved.

(b) The remaining contents of the report are noted.

13. External Auditors Final Audit Plan for 2024/25
(Item B7)

(1) Members were presented with the External Auditors Final Audit Plan which provided a
summary of the key areas that the Auditors are required to assess.

(2) Mr Maple raised a question over the substantial fee increase and wanted to know if there is
any corporate view of why that’s the case. He did note that while the increase is substantial,
other councils have seen much higher. Mr Dean clarified that it's the first year of the IFRS
16 new leasing standard being applied, which has created uncertainty about the increased
workload. The figure is a holding figure and represents the highest it should get, but it may
come down.

(3) RESOLVED that:
(@) The External Auditors Final Audit Plan be approved.

(b) The External Auditors’ Progress and Sector Update Report be noted.

14. Chair of Audit & Governance Committee’s Annual Report to the Authority
(Item B8)

(1) For the benefit of new members, Mr Maple explained that the Authority started Audit &
Governance before it was obligatory to do so. It has also always had a Chair who is not from
the same party as the Chair of the Authority which demonstrates good governance and
scrutiny. The pre-meeting training has also been done for a long time and has proved to be
an excellent way to ensure the Committee has a good understanding of the reports they are
presented.

(2) RESOLVED that;

(@) The Chair of Audit & Governance Committee’s Annual Report to the Authority be
approved.

15. Mid-Year Treasury Management and Investment Update for 2025/26
(ltem C1)

(1) Members considered the Mid-Year Management and Investment Update.



(2) Mr Brady asked why it was decided to invest £5million in RBS Group and was that
because the interest rate was low? The Head of Finance responded that this was
one of our more recent deposits and while we like to diversify investments, where it
is deposited will depend on the maturity date of the investment. The days of 4%
rates are coming to an end.

(3) Mr Brady also wanted to know if we have considered investing in local communities.
The Head of Finance confirmed that we do have that ability in the Treasury
Management Strategy to lend to Local Authorities, but it does depend on who is
looking to borrow. Mr Maple noted that this is an interesting question and one which
has the potential for wider debate at a future meeting. The Director of Finance
confirmed there is a possibility to review this ready for when we bring the revised
treasury strategy in January.

(4) RESOLVED that;

(a) The contents of the Mid-Year Treasury Management and Investment Update be noted.

16. Internal Audit Progress Update for 2025/26
(ltem C2)

(1) Members considered the Internal Audit Progress Update.

(2) Mr Brady asked what we would be audited on with the available days. The Chief
Executive Officer responded that available time would be used to take a deep dive
into the Inspection points.

(3) RESOLVED that;

(a) The contents of the Internal Audit Progress be noted.

10. Urgent/other business

(1) Mr Brady raised a question about the possibility of members visiting local fire stations. Mr
Chapman agreed that he felt this would be beneficial and was particularly keen to visit On-
Call stations, making mention of the difficulties in recruiting for On-Call roles. While both the
Chief Executive Officer and the Director of Response and Resilience understood the
reasoning behind this, they also noted that there would be much more benefit in councillors
attending exercises (as has been done in the past) rather than the stations. This is for a
number of reasons however, but the main issue with attending wholetime/day crewed
stations is that there is no way to prevent crews being called to an incident and the
councillors wasting their time attending stations with no one available to talk to them. For
On-Call crews, the only time they are in the stations together is for their weekly drill nights.
These cannot be interrupted, given there is a minimum amount of training hours required
per year to remain competent, and those hours are hard to accommodate.

(2) RESOLVED that:

(a) A paper on the issues of On-Call recruitment would be added to the February Authority
meeting agenda

10



Item Number: B1

By: Director of Finance
To: Audit and Governance Committee — 29 January 2026
Subject: EXTERNAL AUDITORS AUDIT FINDINGS REPORT FOR

2024/25 AND LETTER OF REPRESENTATION

Classification: Unrestricted

FOR DECISION
SUMMARY

This covering report introduces the External Auditor’s Audit Findings Report for 2024/25. In
accordance with the requirements of the International Standard on Auditing (UK and Ireland)
260 the report is attached at Appendix 1 for Members’ information and consideration. The
report highlights the findings that the External Auditors wish to raise having nearly concluded
their audit of the 2024/25 Financial Statements. The External Auditors will attend the meeting
to present their report and to provide a verbal update on the current status of the audit.

RECOMMENDATIONS
Members are requested to:

1.  Consider the matters raised in the Audit Findings Report for 2024/25
(paragraphs 1 to 4 and Appendix 1 refer).

2. Agree the Letter of Representation (paragraph 6 and Appendix 2 refer).
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COMMENTS

Audit Findings Report

1.

To address the significant national backlog in local government audit, the Accounts
and Audit (Amendment) Regulations 2024 introduced revised statutory ‘backstop’
dates by which the final audited financial statements must be published on the
Authority’s website. For the 2024/25 Financial Statements, this deadline has been
pushed back to 27 February 2026 (previously 30 September 2025). Following the
Committee’s approval of the draft financial statements on 25 September 2025, the
Authority’s external auditors, Grant Thornton, formally commenced their audit field
work in October 2025.

With the audit of the 2024/25 Financial Statements nearing completion, the External
Auditor’s Audit Findings Report for 2024/25 is attached at Appendix 1. This report
summarises the work undertaken by Grant Thornton for the 2024/25 financial year and
provides an overview of their findings to date. It also outlines the formal audit opinion
the External Auditor expects to issue regarding the 2024/25 Financial Statements.

However, at the time of drafting this report, there are still some areas that are yet to be
concluded in their review, and these are detailed on page 5 of Appendix 1. As
External Audit will present the Audit Findings Report to this meeting, they will update
Members on their findings in relation to these remaining issues, at the meeting.

In discharging the External Auditors’ statutory responsibility to those charged with
governance, the report highlights the following key points:-

(a) The External Auditors, subject to completing the outstanding work, have not
identified anything that would require modification of their audit opinion or
material changes to the financial statements, and so expect to issue an
unmodified audit report in respect of the 2024/25 Financial Statements
(Appendix 1, page 5).

(b) At this stage, three minor misclassification and disclosure amendments have
been identified and corrected within the final version of the financial statements.
Additionally, there are three unadjusted misstatements relating to information
provided by third parties; these have not been amended as they are below the
established materiality threshold and do not impact the overall audit opinion,
details of which are provided below:

i) Land Valuation Accuracy (£355k understatement): Following an internal
quality review, the Authority’s new valuers identified a spreadsheet error
regarding the land value of Ashford Fire Station. This was brought to
Officer’s attention after the draft financial statements had been published.
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Assurances have since been sought from the valuer to ensure that robust
controls are in place to prevent a recurrence.

i) Property Valuation Timing/Indices (£511k overstatement): This relates to
the BCIS indices used by the valuer for the valuation of fire station buildings.
The valuer used February 2025 indices (the latest available for the valuation
date of 31 March 2025). Although March indices subsequently became
available, utilising them would require the deadline for receipt of the
valuation report to be moved to late June. This is not practical given the
Authority’s short closure timescales and would risk a failure to publish the
financial statements within the statutory timeframe.

i) Kent Pension Fund (£302k understatement): A misstatement was
identified within the wider Kent Pension Fund held by Kent County Council,
with a corresponding impact on this Authority’s share of the fund.

(c) The updated External Auditors Code of Audit Practice came into force on 14
November 2024 and introduced targeted changes since the 2020 update aimed
at addressing the local audit backlog and enhancing clarity, particularly around
Value for Money (VFM) arrangements. Audit work in relation to this was
undertaken during the summer months and the final Auditor’s Annual Report is
presented at item B2 on the agenda.

5.  Audit Fees - The Public Sector Audit Appointments published fee for the audit work in
relation to the 2024/25 financial year is £114,405. However, due to the increased audit
work required following changes to accounting treatments in relation to IFRS16 the
Auditors have set out their proposed fee at page 39 of the Audit Findings Report
(Appendix 1).

6. Letter of Representation - Formal signing of the Accounts and the issuing of the
opinion by the External Auditors only takes place once the Accounts have been
approved by Members and the Letter of Representation (a draft copy of which is
attached at Appendix 2 for Members’ approval) has been issued to the Auditors by the
Director of Finance. This Letter of Representation is a formal statement sent to the
External Auditors, the intention of which is to provide assurances as to the robustness
of the Authority’s approach to the preparation and audit of its Accounts.

7.  Summary - The Finance team and the External Auditors worked well together during
the whole closedown process. All work was successfully completed remotely, and
Officers are appreciative of the timely turnaround of information by the External

Auditors.
RECOMMENDATIONS
8. Members are requested to:
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8.1 Consider the matters raised in the Audit Findings Report for 2024/25
(paragraphs 1 to 4 and Appendix 1 refer).

8.2 Agree the Letter of Representation (paragraph 6 and Appendix 2 refer).
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To

Contact Our ref

Grant Thornton UK LLP Barrie Fullbrook

8 Finsbury Circus Direct line Your ref
London 016?2 692121

EC2M 7EA Email Date

Dear Grant Thornton UK LLP

Kent and Medway Fire and Rescue Authority
Financial Statements for the year ended 31 March 2025

This representation letter is provided in connection with the audit of the financial statements of Kent and
Medway Fire and Rescue Authority (“the Authority”) for the year ended 31 March 2025 for the purpose of
expressing an opinion as to whether the Authority financial statements give a true and fair view in
accordance with International Financial Reporting Standards, and the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom 2024-25 and applicable law.

We confirm that to the best of our knowledge and belief having made such inquiries as we considered
necessary for the purpose of appropriately informing ourselves:

Financial Statements

We have fulfilled our responsibilities, as set out in the Statement of Responsibilities of Auditors
and Audited Bodies published by Public Sector Audit Appointments Limited, for the preparation of
the Authority’s financial statements in accordance with the Accounts and Audit Regulations 2015,
International Financial Reporting Standards and the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2024-25 ("the Code"); in particular the financial
statements are fairly presented in accordance therewith.

We have complied with the requirements of all statutory directions affecting the Authority and
these matters have been appropriately reflected and disclosed in the financial statements.

The Authority has complied with all aspects of contractual agreements that could have a material
effect on the financial statements in the event of non-compliance. There has been no non-
compliance with requirements of any regulatory authorities that could have a material effect on
the financial statements in the event of non-compliance.

We acknowledge our responsibility for the design, implementation and maintenance of internal
control to prevent and detect fraud.

Significant assumptions used by us in making accounting estimates, including those measured at
fair value, are reasonable. Such accounting estimates include the valuation of land and buildings
and the valuation of the defined pension liability/asset. We are satisfied that the material
judgements used in the preparation of the financial statements are soundly based, in accordance
with the Code and adequately disclosed in the financial statements. We understand our
responsibilities includes identifying and considering alternative, methods, assumptions or source
data that would be equally valid under the financial reporting framework, and why these
alternatives were rejected in favour of the estimate used. We are satisfied that the methods, the
data and the significant assumptions used by us in making accounting estimates and their related
disclosures are appropriate to achieve recognition, measurement or disclosure that is reasonable
in accordance with the Code and adequately disclosed in the financial statements.

67



Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

We confirm that we are satisfied that the actuarial assumptions underlying the valuation of
pension scheme assets and liabilities for International Accounting Standard 19 Employee
Benefits disclosures are consistent with our knowledge. We confirm that all settlements and
curtailments have been identified and properly accounted for. We also confirm that all significant
post-employment benefits have been identified and properly accounted for.

Except as disclosed in the financial statements:
a. there are no unrecorded liabilities, actual or contingent.
b. none of the assets of the Authority has been assigned, pledged or mortgaged; and

c. there are no material prior year charges or credits, nor exceptional or non-recurring items
requiring separate disclosure.

Related party relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of International Financial Reporting Standards and
the Code.

All events subsequent to the date of the financial statements and for which International Financial
Reporting Standards and the Code require adjustment or disclosure have been adjusted or
disclosed.

We have considered the unadjusted misstatements schedule included in your Audit Findings
Report and attached to this letter. We have not adjusted the financial statements for these
misstatements brought to our attention as they are immaterial to the results of the Authority and
its financial position at the year-end. The financial statements are free of material misstatements,
including omissions.

Actual or possible litigation and claims have been accounted for and disclosed in accordance
with the requirements of International Financial Reporting Standards.

We have no plans or intentions that may materially alter the carrying value or classification of
assets and liabilities reflected in the financial statements.

We have updated our going concern assessment. We continue to believe that the Authority’s
financial statements should be prepared on a going concern basis and have not identified any
material uncertainties related to going concern on the grounds that:

a. the nature of the Authority means that, notwithstanding any intention to cease its operations
in their current form, it will continue to be appropriate to adopt the going concern basis of
accounting because, in such an event, services it performs can be expected to continue to
be delivered by related public authorities and preparing the financial statements on a going
concern basis will still provide a faithful representation of the items in the financial
statements;

b. the financial reporting framework permits the Authority to prepare its financial statements on
the basis of the presumption set out under a) above; and

c. the Authority’s system of internal control has not identified any events or conditions relevant
to going concern.

We believe that no further disclosures relating to the Authority's ability to continue as a going concern
need to be made in the financial statements

Xiv.

The Authority has complied with all aspects of ring-fenced grants that could have a material effect
on the Authority’s financial statements in the event of non-compliance.
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Information Provided
xv.  We have provided you with:

a. access to all information of which we are aware that is relevant to the preparation of the
Authority’s financial statements such as records, documentation and other matters;

b. additional information that you have requested from us for the purpose of your audit; and

c. access to persons within the Authority from whom you determined it necessary to obtain
audit evidence.

xvi.  We have communicated to you all deficiencies in internal control of which management is aware.

xvii.  All transactions have been recorded in the accounting records and are reflected in the financial
statements.
xviii.  We have disclosed to you the results of our assessment of the risk that the financial statements

may be materially misstated as a result of fraud.

xix.  We have disclosed to you all information in relation to fraud or suspected fraud that we are aware
of and that affects the Authority and involves:
a. management;

b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the financial statements.

xx.  We have disclosed to you all information in relation to allegations of fraud, or suspected fraud,
affecting the financial statements communicated by employees, former employees, analysts,
regulators or others.

xxi.  We have disclosed to you all known instances of non-compliance or suspected non-compliance
with laws and regulations whose effects should be considered when preparing financial
statements.

xxii.  We have disclosed to you the identity of the Authority's related parties and all the related party
relationships and transactions of which we are aware.

xxiii.  We have disclosed to you all known actual or possible litigation and claims whose effects should
be considered when preparing the financial statements.

Annual Governance Statement

xxiv.  We are satisfied that the Annual Governance Statement (AGS) fairly reflects the Authority's risk
assurance and governance framework and we confirm that we are not aware of any significant
risks that are not disclosed within the AGS.

Narrative Report

xxv.  The disclosures within the Narrative Report fairly reflect our understanding of the Authority's
financial and operating performance over the period covered by the Authority’s financial
statements.

Approval

The approval of this letter of representation was minuted by the Authority’s Audit and Governance
Committee at its meeting on 29 January 2026.
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Yours faithfully

Name: Barrie Fullbrook

Position: Director of Finance

Name: Vince Maple

Position: Chair of Audit and Governance Committee

Signed on behalf of the Authority
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Annex |
Schedule of unadjusted misstatements

Comprehensive Impact
Income and Impact on on
Expenditure Balance total net general
Statement Sheet expenditure fund Reason for
Detail £000 £000 £000 £000 not adjusting
Remeasurement of the Net Dr Cr Immaterial -
Defined Benefit Liability/(Asset) Remeasurement Asset Projected
- In response to our letter the of the Net Ceiling misstatement
auditors of the Kent Pension Fund pefined Benefit Adjustment
(KPF) identified a misstatement of Liability/(Asset)
£26,711k in relation to the
scheme assets. This arose due to
a difference between the updated 302 (302)
net asset position reported in the
KPF financial statements
(£8,451,611k) and the pension
fund asset values provided to the
actuary (£8,424,900k), resulting in
a total variance of £26,711k for
the Fund. Kent and Medway Fire
and Rescue Authority’s (KMFRA)
share of the KPF is 1.13%, giving
rise to a projected understatement
impact of £302k on the Authority’s
IAS 19 asset valuation.
Revaluation of Land and Cr Dr Immaterial
Buildings - During our review of Surplus(-) / Property,
the PPE revaluations, we Deficit on Plant and
identified an error in the valuer's .o\ a1uation of Equipment
report relating to the land property, plant - Land and
valuation for Ashford Fire Station. 54 equipment  Buildings
The original report stated a land
value of £113,481. (355) 355

Following publication of the
financial statements, the valuer
issued an addendum confirming
that this figure was incorrect and
had resulted from a spreadsheet
error. The corrected valuation
determined a revised land value
of £469,005, resulting in an
understatement of £355,524
within the draft financial
statements. The client has not
adjusted the accounts or the
Fixed Asset Register for this
difference on the basis that the
misstatement is considered
immaterial, and notification of the
error was received after the
accounts had been published.
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Revaluation of Land and
Buildings - Within our detailed
testing on revaluation of Property,
Plant and Equipment (PPE), we
identified that the External valuer
had utilised BCIS cost indices
from February 2025 when
determining the valuations of
specialised assets. We therefore
completed an assessment of
updating the valuations to utilise

the March 2025 BCIS indices, and
we recalculated the full fire station

portfolio on this basis.
Our recalculation resulted in an

overall overstatement of £511,128

across the portfolio.

DR
Surplus(-) /
Deficit on
revaluation of
property, plant
and equipment

511

CR
Property,
Plant and
Equipment
- Land and
Buildings

(511)

Immaterial

Overall impact of current year
unadjusted misstatements

458

(458)

0
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Item Number: B2

By: Chief Executive

To: Audit and Governance Committee — 29 January 2026
Subject: EXTERNAL AUDITORS ANNUAL REPORT 2024/25
Classification: Unrestricted

FOR DECISION

SUMMARY

Each year the Authority’s External Auditors, Grant Thornton, are required to report on their
assessment of the Authority’s Value for Money arrangements. The External Auditors Annual Report
provides Members with independent assurance regarding the Authority’s arrangements for ensuring
financial sustainability, governance arrangements, and improving economy, efficiency, and
effectiveness in the way the Authority delivers its services.

In addition to the Value for Money assessment, the Auditors provide an Opinion of the Financial
Statements for the year ending 31 March 2025. An Audit Findings Report will be presented at the
Committee meeting outlining the work undertaken to date and confirming that while the audit is in its
final stages and there remain a small number of areas outstanding, the Auditors currently anticipate
issuing an unmodified opinion on the 2024/25 Financial Statements. A representative from Grant
Thornton will provide a verbal update to the Committee on the progress toward final sign-off, which
is expected shortly after this meeting.

RECOMMENDATIONS
Members are requested to:

1.  Consider and agree the External Auditors Annual Report for the year ending 31 March 2025
(paragraphs 3 to 8 and Appendix 1 refer).

2. Note the remaining contents of this report.

LEAD/CONTACT OFFICER: Director of Finance — Barrie Fullbrook
CONTACT DETAILS: T: 01622 692121 | E: kmfraclerk@kent.fire-uk.org
BACKGROUND PAPERS:

External Auditors Final Audit Plan for 2024/25 — 25 September 2025
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Background

1.

The “Code of Audit Practice” for Local Authorities, Police Forces, Fire Services and
NHS Trusts sets out how external auditors should conduct audits in the public sector to
fulfil their statutory responsibilities under the Local Audit and Accountability Act 2014. It
ensures that audits offer robust assurance, transparency and accountability for local
taxpayers.

One of the biggest areas within the ‘Code of Audit Practice’ is that in relation to Value
for Money. As part of the annual audit, the External Auditor is required to assess and
report their findings on the Authority’s arrangements for ensuring financial
sustainability, governance arrangements, and improving economy, efficiency, and
effectiveness in the way the Authority delivers its services.

Auditors Annual Report - The structure of the commentary on the arrangements that
the Authority has put in place to secure Value for Money enables the Auditor to explain
the work they have undertaken during the year. Any weaknesses identified by the
Auditor while undertaking their work are included within the report along with their
recommendations for improvement. The Annual Report, attached at Appendix 1,
enables the Auditor to reflect local context and draw attention to emerging and
developing issues which may not represent significant weaknesses but may require
the attention of the Authority. When reporting these arrangements the Auditor will
comment under three specified reporting criteria, which are set out below, alongside
the conclusion of their review under each aspect:-

Financial Sustainability — how the Authority plans and manages its resources to
ensure it can continue to deliver its services;

Conclusion — No significant weaknesses in arrangements identified; one improvement
recommendation in relation to reporting against savings plans to members. (Appendix
1 page 6, 18 and 28)

Governance — how the Authority ensures that it makes informed decisions and
properly manages its risks;

Conclusion — No significant weaknesses in arrangements identified and no
improvement recommendations raised.

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.

Conclusion — No significant weaknesses in arrangements identified; one improvement

recommendation raised in relation to the development of a data quality policy and
framework (Appendix 1 page 6 and 25).
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Most of the work in relation to the Value for Money assessment was undertaken during
the Summer 2025. Having reviewed the Authority’s arrangements, the Executive
Summary on page 6 of Appendix 1 highlights that there was no significant weakness
identified in any of the three reporting criteria, although a recommendation has been
made regarding the enhancement of budget monitoring and outturn reporting by
including a clear and regular assessment of progress against planned savings. This
should involve tracking whether savings targets are being achieved in line with the
approved budget for the year and highlighting any variances or risks to delivery with
the details set out on page 28 of Appendix 1. An additional recommendation for
improvement has been made regarding the Authority finalising and formally approving
a data quality policy and/or framework, ensuring it aligns with the Fire Standard for
Data Management A review schedule should be established and training provided to
members and officers where necessary to support effective implementation, details are
set out on page 29 Appendix 1.

The Corporate Management Board have provided a formal response to each of the
improvement recommendations and have clarified the actions currently underway to
address these areas.

Financial Statements — Although there remain a small number of audit areas
outstanding, the Auditor currently anticipates issuing an unmodified opinion on the
2024/25 Financial Statements. A representative from Grant Thornton will provide a
verbal update to the Committee on the progress toward final sign-off, which is
expected shortly after this meeting.

IMPACT ASSESSMENT

Corporate Management Board have considered the Auditors recommendations and
are continuing work to address the proposed recommendations.

RECOMMENDATIONS

Members are requested to:

11.1 Consider and agree the External Auditors Annual Report for the year ending
31 March 2025 (paragraphs 3 to 8 and Appendix 1 refer).

11.2 Note the remaining contents of this report.
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Item Number: B3

By: Director of Finance
To: Audit and Governance Committee - 29 January 2026
Subject: TREASURY MANAGEMENT AND INVESTMENT STRATEGY

2026/27 - 2029/30
Classification: Unrestricted
FOR DECISION
SUMMARY

The Chartered Institute of Public Finance and Accountancy (CIPFA) Code of Practice on
Treasury Management and the CIPFA Prudential Code require the Authority to determine
and set the Treasury Management Strategy for the financial year ahead as part of the annual
budget papers in February of each year. Part of the Terms of Reference of the Audit and
Governance Committee is to review the Treasury Management Strategy and Investment
Strategy and agree the draft ‘in principle’ prior to it being presented to the full Authority in
February each year as part of the suite of budget papers.

The capital and reserve figures detailed within the draft strategy provide a current estimate of
forecast spend but may be subject to refinement prior to the February Authority meeting, as
projects progress or slip and more detailed work in costing and profiling is undertaken, to
ensure affordability.

The Authority continues to prioritise security and liquidity over potential yield in line with
CIPFA guidance, whilst ensuring that the treasury activity undertaken complies with the
agreed strategy.

RECOMMENDATION
Members are requested to:

1. Agree ‘in principle’, the Treasury Management and Investment Strategy for 2026/27
(paragraphs 8 to 64 refer).

LEAD/CONTACT OFFICER: Head of Finance, Treasury and Pensions — Nicola Walker

CONTACT DETAILS: T: 01622 692121 | E: kmfraclerk@kent.fire-uk.og
BACKGROUND PAPERS: None
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ANNUAL TREASURY MANAGEMENT AND INVESTMENT STRATEGY 2026/27
Introduction

Treasury management is defined by the Chartered Institute of Public Finance and
Accountancy’s (CIPFA) Treasury Management Code of Practice as:

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

There are two parts to the treasury management operations, the first is to ensure that
the Authority’s cashflow is adequately planned, with cash being available when it is
needed to support business and service objectives. Surplus monies are placed in low-
risk counterparties or instruments in line with the Authority’s low risk appetite, providing
adequate liquidity initially before considering investment return. The second main
function of treasury management is the funding of the Authority’s capital plans. The
Capital Strategy provides a guide to the borrowing need of the Authority, essentially the
longer-term cashflow planning to ensure that the Authority can meet its capital
spending obligations.

The CIPFA Code of Practice on Treasury Management (TM) and the CIPFA Prudential
Code require local authorities to determine and set the Authority’s Treasury
Management Strategy, its Strategy relating to investment activity, and Prudential
Indicators on an annual basis. The Authority currently has cash backed reserves and
balances of circa £52.1m, so it is important that robust and appropriate processes are
in place to ensure adequate security of the sums invested, as a loss of principal will in
effect result in a loss to the General Fund. Set out below are the key elements of the
Strategy covering the borrowing requirements and investment arrangements.

The Authority’s Investment Strategy has regard to the TM Code and the Guidance. It
has two objectives: the first is security, in order to ensure that the capital sum is
protected from loss, ensuring that the Authority’s money is returned; and the second is
portfolio liquidity, in order to ensure that cash is available when needed. Only when the
proper levels of security and liquidity have been determined can the Authority then
consider the yield that can be obtained within these parameters.

5.  This Strategy has been created based on the CIPFA 2021 Prudential and Treasury
Management Codes, which requires the Authority to prepare a Capital Strategy. The
Capital Strategy is a document in its own right which will be reported seperately to the
Authority as part of the February budget papers. This Authority does not envisage any
commercial investments and has no non-treasury investments.
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Policy Statement

6.

The Authority regards the successful identification, monitoring and control of risk to be
the main 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.

The Authority acknowledges that effective treasury management will provide support
towards the achievement of its business and service objectives including its Customer
and Risk Management Plan and long term Capital Strategy. It is therefore committed to
the principles of achieving value for money in treasury management and to employing
suitable comprehensive performance measurements, within the framework of effective
risk management.

National Guidance and Governance

8.

This Strategy complies with the CIPFA Treasury Management in Public Services Code
of Practice and Cross-Sectoral Guidance Notes (“the TM Code”), and guidance on
Local Government Investments issued by the Secretary of State for Communities and
Local Government under section 15(1)(a) of the Local Government Act 2003 (“the
Guidance”). Specific decisions on the timing and amount of any borrowing will be
made by the Authority’s Director, Finance and Corporate Services in line with the
agreed Strategy.

Governance: The Authority is required to receive and review a number of financial
reports each year, which cover the following:

(@) An Annual Treasury Management and Investment Strategy: This Strategy
forms part of the February 2026 budget report to Authority. This Strategy
therefore includes: -

o the Capital Programme together with the appropriate prudential indicators.

o the Minimum Revenue Provision (MRP) policy, which details how residual
capital expenditure is charged to revenue over time.

o the Treasury Management Strategy, which defines not only how the
investments and borrowings are to be organised, but also sets out the
appropriate treasury indicators; and

o an Investment Strategy which sets out the parameters on how deposits are
to be managed.

(b) A Mid-year Treasury Management Report: This will usually be presented to
Members of the Audit and Governance Committee for review in the autumn prior
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10.

to submission to the Authority meeting and provides an update on the Capital
Programme, amending prudential indicators and/or the Strategy, if necessary.

(c) AYear-end Annual Report: This provides the final outturn position for the year
in relation to investments and deposits made during the year, prudential and
treasury indicators, and a summary of the actual treasury activity during the year.

A quarterly review by Corporate Management Board (CMB) monitors the treasury
management and prudential indicators as part of the Authority’s general revenue and
capital monitoring reporting.

External Support

11.

Treasury Management Advisor: The Authority uses MUFG Pension & Market
Services (previously known as Link Group) as its external Treasury Management
Advisor. The Authority recognises that the responsibility for treasury management
decisions remains with itself and will ensure that undue reliance is not placed upon the
external advisor. The current contract expires in October 2028.

THE CAPITAL PRUDENTIAL INDICATORS 2026/27-2029/30 AND THE MINIMUM
REVENUE PROVISION (MRP) STATEMENT

12.

13.

The Authority’s capital expenditure plans are the key driver of treasury management
activity. The output of the Capital/Infrastructure Plan is reflected in the Prudential
Indicators, which are designed to assist Members’ overview and confirm capital
expenditure plans.

Capital Expenditure: This can be funded from a variety of sources such as directly
from the revenue budget, capital receipts (money received for the sale of the
Authority’s assets) capital grants or from borrowing. The Authority’s Capital Plan, and
the revenue and capital resources being used to finance it, are shown in Table 1 below.
Where there is a difference between planned expenditure and cash resources, this will
result in an increase in the net financing need and hence the potential need to consider
external borrowing. The Authority will only ever borrow to fund capital expenditure.
Given that interest rates remain high, it is prudent to consider internal borrowing as
opposed to external borrowing until such time as interest rates reduce.
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Table 1 2025/26 2026/27 2027/28 2028/29 2029/30
Capital Expenditure Forecast Estimate Estimate Estimate Estimate
£000 £000 £000 £000 £'000
Capital Expenditure 13,475 8,011 8,089 7,555 11,476
Funded By:
Revenue / Infrastructure funding -1,527 -4,199 -3,155 -2,264 -4,981
Capital Receipts -1,625 -1,546 -1,263 -1,241 -1,745
One off Capital Funding 0 0 0 0 0
Net Financing Need 10,323 2,266 3,671 4,050 4,750

(Borrowing) for the Year

14. The Authority’s Borrowing Need [the Capital Financing Requirement (CFR)]: The
CFR is the total historic outstanding capital expenditure which has not yet been paid for
from either revenue or capital resources. It is essentially a measure of the Authority’s
indebtedness and its underlying borrowing need. Any capital expenditure above, which
has not immediately been paid for through revenue or capital resource will increase the
CFR. The CFR projections are shown in Table 2.

Table 2 2025/26 2026/27 2027/28 2028/29 2029/30
Caplt?I Financing Forecast Estimate Estimate Estimate Estimate
Requirement

£000 £000 £000 £000 £'000
Opening CFR 3,959 12,987 13,892 15,983 18,308
Movement in CFR 9,028 905 2,091 2,325 2,982
Closing CFR 12,987 13,892 15,983 18,308 21,290
Movement in CFR
represented by
Net Financing Need
(Borrowing) for the Year 10,323 2,266 3,671 4,050 4,750
Less: Long-term Debtor
Lease Principal (MRP) -41 -43 -45 -68 0
Less: Provision for
Principal (MRP/VRP) -1,254 -1,318 -1,535 -1,657 -1,768
Movement in CFR 9,028 905 2,091 2,325 2,982

*The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a

statutory annual revenue charge which reduces the indebtedness in line with each asset’s

life.
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Capital Financing Requirement Profile vs External Debt Profile (year-end
position). (Shown in £000s)

25,000
21,290
20,000
18,308
15,000 14,000
15,983
12,987 13,892
10,000 9,250
5,268
5,000
1,813
156

0

2025/26 2026/27 2027/28 2028/29 2029/30

15.

16.

External Debt e Capital Financing Requirement

Note: External Debt includes other long-term liabilities such as leases

Core Funds and Expected Investment Balances: The application of resources
(capital receipts, reserves, etc.) to finance capital expenditure or other budget
decisions to support the revenue budget will have an ongoing impact on
investments/deposits. Detailed below in Table 3 are estimates of the year-end
balances for each cash-backed resource, working balances and the net amount of
capital expenditure funded from internal resources (historical under-borrowing). The
sum of these balances is the amount estimated as available for investment.

Working balances comprise of the estimated net difference between amounts owed to
or by the Authority (debtors and creditors and other amounts paid or received but not
yet charged to the accounts). The amount under-borrowed in this table relates to
historical capital expenditure that was identified as needing to be funded from
borrowing in earlier years and Ashford Live Fire Project, but where a decision was
made to use internal cash balances instead of external debt, less the actual amount of
external debt at the end of each year. Table 7 further below details how the under-
borrowing is then calculated.
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Table 3 2025/26 2026/27 2027/28 2028/29 2029/30
Reserves and Balances Forecast Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000

General reserve 4,890 5,190 5,290 5,390 5,590
Earmarked reserves 30,456 23,323 21,051 22,528 21,559
Insurance Provision 494 494 494 494 494
Capital grants unapplied 0 0 0 0 0
Capital Receipts 7,462 5,916 4,653 3,412 1,667
Total Core Funds 43,302 34,923 31,488 31,824 29,310
Working Capital Surplus/(Deficit) 21,625 -3,566 -3,566 -3,566 -3,566
Under borrowing -12,831 -12,079 -10,715 -9,058 -7,290
Expected Investments 52,096 19,278 17,207 19,200 18,454

17. Financing Cost to Net Revenue Stream: This indicator shows the revenue
implications of existing and proposed capital expenditure by identifying the proportion
of the revenue budget required to meet borrowing costs. It is an indication of how
affordable the borrowing required to fund the capital programme is and shows the trend
in the cost of capital, (borrowing and other long-term obligation costs), against the net
revenue stream.

Table 4 2025/26 2026/27 2027/28 2028/29 2029/30
Financing Costs to Net

Revenue Stream Forecast Estimate Estimate Estimate Estimate
Ratio of Financing Costs 1.32% 1.37% 1.67% 2.16% 2.64%

18. Minimum Revenue Provision (MRP) Policy Statement: The Ministry of Housing,
Communities and Local Government (MHCLG) sets out the regulations around
determining the annual charge that must be made to the revenue account in order to
repay what has been borrowed to fund capital expenditure. This charge is called the
Minimum Revenue Provision (MRP). As explained above the MRP calculation has an
impact on the year end value of the CFR and the Code is clear that the outstanding
debt cannot be greater than the CFR. The Policy for MRP is detailed below:

(a) Borrowing for capital expenditure incurred before 1 April 2008 - The MRP is
calculated as 4% of the opening CFR balance for the year. As the Authority no
longer has any old debt this has not been applied for future years.

(b) Borrowing for capital expenditure post 2008 - The Authority will calculate the
MRP for all new borrowing (internal or external) using the Asset Life method. This
method uses the estimated life of the asset to calculate a yearly revenue charge
which ensures sufficient provision is set aside to reduce the borrowing need over
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19.

20.

the life of the asset. Repayments for leases on the balance sheet are applied as
MRP.

At this moment in time, it is prudent that future borrowing is funded temporarily
through internally borrowing against the Authority’s available balances for
investment.

Regulation 27(3) allows a local authority to charge MRP in the financial year
following the one in which capital expenditure finance by debt was incurred.

Capital expenditure financed by borrowing in 2025/26 will not be subject to an
MRP charge until 2026/27, or in the financial year following the one in which the
asset first becomes available for use.

(c) Leases - The adoption of International Financial Reporting Standard 16 has
introduced a single lessee accounting model and requires a lessee to recognise
assets and liabilities for all leases with a term of more than 12 months unless the
underlying asset is low value.

When the assets and liabilities in relation to a lease contract are brought onto the
balance sheet, the Authority will increase its long-term liabilities and as a result this
will increase the debt liability. An MRP charge equal to the amount that is taken to
the balance sheet to reduce the liability will be made.

MRP Overpayments: As defined in the Code, the Authority has always set aside
additional funding, on top of the regulated MRP, to repay the borrowing of money to
fund capital. This additional funding that is set aside is called a Voluntary Revenue
Provision (VRP). A change introduced by the revised MHCLG MRP Guidance, allows
for any charges made over the statutory minimum revenue provision (MRP), to be
reclaimed for use in the budget. Up until the 31 March 2025 the total VRP
overpayments were £8.39m. These overpayments have allowed for prudent voluntary
repayments to reduce the indebtedness of the Authority within a shorter timescale
providing greater financial stability in the long term.

Forecast for Bank Rate: Forecasts on the Bank Rate are constantly being reviewed
given the current economic and political climate. At its meeting on 18 December 2025,
the MPC voted by a majority to reduce Bank Rate by 0.25 percentage points, to 3.75%.
The Bank of England gradually reduced rates throughout the year in response to
slowing inflation and weaker economic growth. Inflation has fallen since the previous
meeting, to 3.2%, the lowest level in eight months. Although above the 2% target, it is
now expected to fall back towards target more quickly in the near term.

MUFG Corporate Markets Interest Rate View 22.12.25

Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28 Jun-28 Sep-28 Dec-28 Mar-29
BANK RATE 375 350 350 325 325 335 35 335 325 325 325 335 33
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21.

22.

23.

Limits on External Debt: The Treasury Indicators set limits for interest rate exposures
in relation to borrowing and the maturity structure of long-term borrowing. The objective
of these indicators is to restrain the activity of the treasury function within certain limits,
thereby managing the risk of re-financing and adverse movements in interest rates.

Interest Rate Exposures for Borrowing: All the borrowing undertaken by the
Authority previously has been on a fixed rate of interest with the Public Works Loans
Board (PWLB). Currently the Authority is not looking to borrow externally immediately
due to high borrowing rates, however, as capital projects progress and their figures are
finalised within the capital strategy and interest rates reduce, this requirement will be
reviewed and reported. It is likely that any external borrowing undertaken would be on
a fixed rate of interest due to the need for certainty and affordability over future
payments.

Interest Rate Exposures for Deposits: The Authority primarily deposits its cash
balances on a fixed rate basis and therefore limits its exposure to any reductions in
interest rates. Whilst security of the deposit remains a prerequisite, interest rates are
forecast to remain at a higher level for a while yet and therefore surplus cash will be
invested across a range of durations up to one year so as to provide a degree of
certainty in respect of the level of return achieved. The Authority defines fixed rate
investments as those where the interest rate does not fluctuate during the period of the
investment. Up to 100% of surplus cash can be invested in fixed rate deposits but to
provide maximum investment flexibility, up to 100% of surplus cash may also be
invested in variable rate investments if deemed appropriate.

Table 5 2025/26 2026/27 2027/28 2028/29 2029/30
Limit of Deposit Exposure Limit Limit Limit Limit Limit

Fixed Interest Rates 100% 100% 100% 100% 100%
Variable Interest Rates 100% 100% 100% 100% 100%

24.

Maturity Structure of Borrowing: The current maturity profile of the Authority’s existing
loans, as at 31 March 2026 is set out in Table 6 below.

Table 6 Amount Percentage
Existing Loan Profile £°000 Maturing

0 0%

Total borrowing to be repaid 0 0%

25.

26.

Debt Liability Benchmark: the liability benchmark indicator is a projection of the
optimum amount of loan debt outstanding which the Authority needs each year into the
future, in order to fund its existing debt liabilities, planned prudential borrowing and
other cash flows.

As the Authority is currently operating with a net cash surplus, the indicator is a
measure of the forecast net investment requirement and guides the appropriate size
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Total Amount (£'000)

and maturity of investments needed — there is currently no need to borrow externally
for capital financing purposes.

15,000

5,000 /_ - -
/

4
-5,000 7
/
15,000 /
/
25,000 /
25, y
/
-35,000 /
-45,000
-55,000
2025 2026 2027 2028 2029
mmmm PWLB Loans = EXisting Loan Debt Outstanding

Net Loans Requirement (forecast net loan debt) Loans CFR

= == Liability Benchmark (Gross Loans Requirement)

Existing loan debt outstanding: the Authority’s existing loans that are still outstanding in future years.

Loans CFR: this is calculated in accordance with the loans CFR definition in the Prudential Code and
projected into the future based on approved prudential borrowing and planned MRP.

Net loans requirement: this will show the Authority’s gross loan debt less treasury management
investments at the last financial year-end, projected into the future and based on its approved prudential
borrowing, planned MRP and any other major cash flows forecast.

Liability benchmark (or gross loans requirement): this equals net loans requirement plus short-term
liquidity allowance.

BORROWING

27.

28.

Borrowing Arrangements: The Authority has been actively trying to reduce its cash
balances by deferring long term external borrowing and therefore borrowing internally
from its own cash balances. The Authority will continue with this prudent strategy which
has resulted in savings in borrowing interest costs and has minimised the risk of
counterparty loss. The Authority is currently under-borrowed by £12,987k and, based
on current interest rates has saved approximately £603k per annum by not borrowing
this money.

Timing of Borrowing: Officers engaged in treasury management monitor interest
rates on a daily basis and receive advice from the Authority’s Treasury Management
Advisor on changes to market conditions, so that borrowing and investing activity can
be undertaken at the most advantageous time. If borrowing is required, given the high
borrowing rates and the Authority’s high cash balances, it is proposed to undertake
internal borrowing in the interim.
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29. \Volatility to Inflation: The Authority will keep under review the sensitivity of its treasury
liabilities to inflation and will seek to manage the risk accordingly in the context of the
whole organisation’s inflation exposures.

30. Periods of Borrowing: In general, the period of borrowing is linked to the life of the
assets acquired, although regard is also given to the maturity profile of borrowing to
mitigate the risks that might arise on any re-financing. However, on occasions,
borrowing decisions may be taken to borrow over shorter or longer periods where this
is considered to be the cheapest option in the long term.

31. Sources of Borrowing: The Authority could borrow from the Public Works Loan Board
(PWLB), other Local Authorities, the money markets, or through Finance Leasing
depending on which terms are the most favourable overall.

32. External Debt: The Authority’s current debt portfolio position for the next five years is
detailed in Table 7 below. It shows the actual external debt against the underlying
capital borrowing need (the CFR) highlighting any over or under-borrowing.

Table 7 2025/26  2026/27  2027/28  2028/29  2029/30
Current Debt Portfolio Forecast Estimate Estimate Estimate Estimate
£000 £000 £000 £000 £000
Opening Borrowing 1 April 0 156 1,813 5,268 9,250
New Borrowing 0 1,700 3,500 4,050 4,750
New Other Long-term
liabilities (OLTL) 197 0 0 0 0
Expected change in OLTL -41 -43 -45 -68 0
Loans Repaid 0 0 0 0 0
Borrowing as at 31 March 156 1,813 5,268 9,250 14,000
Less closing CFR -12,987 -13,892 -15,983 -18,308 -21,290
Under borrowing -12,831 -12,079 -10,715 -9,058 -7,290

33.

34.

35.

The Authority’s debt should not, except in the short term, exceed the total of the Capital
Financing Requirement (CFR) for the current year and the next two financial years.
This allows the Authority the flexibility to borrow for future years whilst ensuring that
borrowing is not undertaken for revenue purposes. The level of actual borrowing and
the CFR will often be different for a combination of reasons. It could be due to timing
differences between amounts set aside for the repayment of debt and the actual timing
of loan repayments, but it could also be due to a decision to defer the borrowing
relating to capital expenditure that has already been incurred.

The Director of Finance reports that the Authority complied with this prudential
indicator in the current year and does not envisage difficulties for the future. This view
considers current commitments, existing plans and the proposals within the budget
report.

The Operational Boundary for External Debt: This is the limit which external debt is
not normally expected to exceed. The proposed Operational Boundary for external debt
is based on the Authority’s plans for capital expenditure and financing, and is
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36.

37.

consistent with its treasury management policy, statement and practices to provide
sufficient headroom to switch funding for capital projects from reserves, receipts and
revenue contributions to external borrowing.

The Authority has some projects where there is the potential to lease rather than buy,
and so the limit recognises that such leases may be classified as finance leases.
Accounting changes with regard to leases (IFRS16) mean that some existing lease
arrangements, that in the past have been accounted for within the revenue budget,
may now be reflected on the Authority’s balance sheet as a liability for the commitment
of the contract so this now needs to be considered as part of the Treasury Strategy
under the other long-term liabilities heading. Risk analysis and risk management
strategies have been considered, as have estimates of the Capital Financing
Requirement and estimates of cash flow requirements for all purposes when
determining this limit.

The Director of Finance has confirmed that the Operational Boundary is based on
expectations of the maximum external debt of the Authority according to probable - not
simply possible - events and is consistent with the maximum level of external debt
projected by estimates. This indicator is a key management tool for in-year monitoring
and acts as an “alert” for the possibility of an imminent breach of the Authorised Limit.
The Operational Boundary for external debt excluding investments is shown in Table 8
below.

gab'e f‘. - 2025/26  2026/27  2027/28  2028/29  2029/30
perationa Estimate Estimate Estimate Estimate Estimate
Boundary

£7000 £7000 £7000 £2000 £2000
Borrowing 35,000 35,000 35,000 35,000 35,000
Other long term 3,500 3,500 3,500 3,500 3,500
finance liabilities
Total 38,500 38,500 38,500 38,500 38,500

38.

Authorised Limit for External Debt: The Authorised Limit provides for additional
headroom over and above the Operational Boundary to allow for unusual and
unexpected cash movements. This represents a limit beyond which external debt is
prohibited. The Authorised Limit for the Authority’s total external debt, excluding
investments, is shown in Table 9 below.
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Table 9 2025/26 2026/27 2027/28 2028/29 2029/30

Authorised Limit Estimate Estimate Estimate Estimate Estimate
£000 £000 £°000 £000 £°000

Borrowing 39,000 39,000 39,000 39,000 39,000

oler lehg) Tz MEnz: 3.500 3.500 3,500 3,500 3,500

liabilities

Total 42,500 42,500 42,500 42,500 42,500

39. Borrowing in Advance of Need: The Authority will not borrow in advance of its needs

40.

41.

42.

43.

in order to profit from any short term interest rate advantage. Any decision to borrow in
advance will be within the approved Capital Financing Requirement estimates and will
be considered carefully to ensure that value for money can be demonstrated and that
the Authority can ensure the security of such funds. The risks associated with any
borrowing in advance of activity will be subject to prior appraisal and subsequent
reporting through the mid-year or annual treasury reports.

Debt Rescheduling: Whilst short term interest rates may be cheaper than longer term
fixed interest rates, there may be potential opportunities to generate savings by
switching from long term debt to short term debt. However, these savings will need to
be considered in the light of the current treasury position and the size of the cost of the
debt repayment (premiums incurred). The reasons for rescheduling may include the
generation of cash savings in annual interest payments or to amend the maturity profile
of the portfolio. The premium now charged by the PWLB generally makes restructuring
debt for interest rate reasons unattractive. Consideration would be given to debt
restructuring if there was a significant change in the PWLB’s policy. Any debt
rescheduling will be reported to the Authority at the earliest opportunity following the
rescheduling. But given that as at 31 March 2026, there is no outstanding external
debt, this realignment of debt is not an issue that this Authority needs to consider
currently.

Gearing: Gearing is used as a measure of financial leverage and indicates how much
of the Authority’s activities are funded by debt. The higher the percentage, the more
risk the Authority has, as it must continue to service this level of debt. Gearing is
calculated as (total debt/total assets). The Authority’s current gearing level is a very low
0.11%.

Borrowing Strategy: The Authority is currently maintaining an under-borrowed
position. This means that the capital borrowing need (the Capital Financing
Requirement), has not been fully funded with loan debt as cash supporting the
Authority’s reserves, balances and cash flows have been used as a temporary
measure. This Strategy is prudent as borrowing rates are currently high, but are
expected to fall over the medium term, and counterparty risk is also still an issue that
needs to be considered.

Against this background and the risks within the economic forecast, caution will be
adopted with the 2026/27 treasury operations. The Director of Finance will monitor
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interest rates in financial markets and adopt a pragmatic approach to changing
circumstances. Any decisions taken will be reported to the Authority at the next
available opportunity.

ANNUAL INVESTMENT STRATEGY

44. Investment Policy - Management of Risk: The Authority’s Investment Strategy has
regard to the CIPFA Treasury Managment Code 2021 and the CIPFA Treasury
Management Guidance Notes 2021. It has two main objectives: the first is security, in
order to ensure that the capital sum is protected from loss; and the second is portfolio
liquidity, in order to ensure that cash is available when needed. Only when the proper
levels of security and portfolio liquidity have been determined can the Authority then
consider the yield that can be obtained within these parameters. Where appropriate the
Authority will also consider the value available in periods up to 12 months with high
credit rated financial institutions. The Authority will ensure that robust due diligence
procedures cover all external investment. This Strategy is reviewed and updated
annually.

45. The Treasury Management Code of Practice details that the term “investments” used in
the definition of treasury management activities also covers other non-financial assets
which an organisation holds primarily for financial returns, such as investment property
portfolios. The Authority does not hold non-financial assets primarily for financial
returns, nor does it propose to do so.

46. The above guidance places a high priority on the management of risk. This Authority
has adopted a prudent approach to managing risk and defines its risk appetite by the
following means: -

o Minimum acceptable credit criteria are applied to generate a list of highly credit
worthy counterparties. This also enables diversification and thus avoidance of
concentration risk. The key ratings used to monitor counterparties are the short
term and long-term ratings.

o Other Information - ratings will not be the sole determinant of the quality of an
institution, it is important to continually assess and monitor the financial sector
and take account of the economic and political environments in which institutions
operate. The assessment will also take account of information that reflects the
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47.

48.

49.

opinion of the markets. To achieve this the Authority engages with its Treasury
Advisors.

. Other Information sources used will include the press and other such
information pertaining to the banking sector to establish the most robust scrutiny
process on the suitability of potential investment counterparties.

Volatility to Inflation: The Authority will keep under review the sensitivity of its treasury
assets to inflation and will seek to manage the risk accordingly in the context of the
whole Authority’s inflation exposures.

Specified or Permitted Investments: These are investments 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. All such investments will be sterling
denominated. These are considered low risk assets where the possibility of loss of
principal or investment income is small and will include deposits with: -

. the UK Government (such as the Debt Management Account deposit facility, UK

treasury bills or a gilt with less than one year to maturity).

° other local authorities.
o Money Market Funds (CNAV and LVNAV).

° banks, building societies and other financial institutions of high credit quality.

High Credit Quality: The Authority’s Treasury Management Advisor provides a
creditworthiness service which, taking into account the ratings provided by the credit
agencies, market data, market information and information relating to government
support for banks, provides a recommendation on counterparty, group and country
limits as well as investment duration. Officers have considered this, together with other
information available and views on risk, in order to produce a counterparty list. The
Authority defines “high credit quality” as being: -

¢ UK Banks
e UK part-nationalised banks.

¢ Institutions domiciled in the UK that have been classified by MUFG Pension &
Market Services as being appropriate for deposit durations of between 100 days
and one year; that have a minimum sovereign long-term rating of A- and have, as a
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50.

51.

52.

53.

minimum, the following credit rating from at least one of Fitch, Moody’s and
Standard and Poor’s (where rated): -

(@) Short term — F1 (or equivalent).
(b) Long term — A- (or equivalent).

e The Authority’s own banker for transactional purposes, or except if the bank falls
below the above criteria, in which case balances will be minimised in both monetary
size and time.

¢ Institutions domiciled in a foreign country where that country has a sovereign rating
of AAA.

The Monitoring of Investment Counterparties: The credit rating of counterparties will
be monitored regularly, based on credit rating information received from MUFG
Pension & Market Services. On occasions ratings may be downgraded when an
investment has already been made. The criteria used are such that a minor
downgrading should not affect the full receipt of the principal and interest. Any
counterparty failing to meet the criteria will be removed from the list. If this requires
revision of the Treasury Strategy, then this will be reported to the Authority for approval.

Investment Duration for Deposits: The longest duration for any investment will be
one year. The Authority will only use specified investments, the criteria for which are set
out in paragraphs 48 and 49 above and may restrict the period of investment to a
period shorter than the maximum.

Environmental, Social and Governance Policy: The Authority is committed to
considering environmental, social and governance (ESG) issues, and has a particular
interest in taking actions against climate change and pursuing activities that have a
positive social impact. The Authority will not knowingly invest directly in institutions
whose activities are inconsistent with the Authority’s mission and values. As part of the
Authority’s Counterparty list, the Authority has access to two sustainable fixed term
deposit accounts with NatWest and Standard Chartered.

The Strategy for 2026/27 will be to use only those institutions detailed on the
counterparty list, shown in Table 10 below:

Table 10 — Investment Duration for Deposits

Permitted Forms of Investment 2026/27 Minimum Credit Criteria

Cash Deposits with the Debt Man. Office N/A

UK Treasury Bills N/A

Call Accounts/Notice Accounts UK Banks, UK part-nationalised
Term Deposits bank or an institution rated by

MUFG Pension & Market Services
as suitable for investment for 100
days or more
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Certificates of Deposit N/A

Money Market Funds CNAV AAA

Money Market Funds LVNAV AAA

Term Deposits with Other UK Local AA

Authorities

Counterparty List 2026/27 Counterparty Limit

Debt Management Office (incl. Treasury Unlimited
RBS Group: Royal Bank of Scotland/Nat £7m Group Limit

West

Lloyds Bank: Lloyds TSB/HBOS, Corporate £7m Group Limit
Markets

Barclays Bank plc £5m
Coventry Building Society £5m
HSBC Bank plc £7m
Leeds Building Society £5m
Nationwide Building Society £5m
Skipton Building Society £5m
Yorkshire Building Society £5m
Santander UK plc £7m
Goldman Sachs International Bank £5m
Standard Chartered Bank £5m
Handelsbanken plc £5m
SMBC Bank International plc £5m
Al Rayan Bank plc £5m
National Bank of Kuwait International plc £5m
Clydesdale Bank PLC £5m

Australia and New Zealand Banking Group £5m per institution but £5m Country
Commonwealth Bank of Australia Limit

National Australian Bank Ltd

Westpac Banking Corporation

Macquarie Bank Ltd.

Bank of Montreal £5m per institution but £5m Country
Bank of Nova Scotia Limit

Canadian Imperial Bank of Commerce

National Bank of Canada

Royal Bank of Canada

Toronto Dominion Bank

Danske A/S £5m per institution but £5m
Country Limit

Bayerische Landesbank £5m per institution but £5m
Country Limit

Commerzbank AG

Deutsche Bank AG

DZ BANK AG Deutsche Zentral-
Genossenschaftsbank

Landesbank Baden-Wuerttemberg
Landesbank Hessen-Thueringen
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Landwirtschaftliche Rentenbank
Norddeutsche Landesbank Girozentrale
NRW.BANK

ING Bank N.V.

ABN AMRO Bank N.V.

BNG Bank N.V

Cooperatieve Rabobank U.A.
Nederlandse Waterschapsbank N.V.

DNB Bank ASA

DBS Bank Ltd
United Overseas Bank Ltd
Oversea-Chinese Banking Corp. Ltd.

Svenska Handelsbanken

Skandinaviska Enskilda Banken
Swedbank

UBS AG

Bank of America N.A

The Bank of New York Mellon
JP Morgan Chase Bank
Wells Fargo Bank

Citibank

Other Local Authorities

Money Market Funds (CNAV and LVNAV)

£5m per institution but £5m
Limit

£5m per institution but £5m
Limit
£5m per institution but £5m
Limit

£5m per institution but £5m
Country Limit

£5m per institution but £5m
Limit

£5m per institution but £5m
Limit

£5m per Local Authority - £20m limit
£5m per fund - £25m limit

Banks that qualify using this credit criteria as at the date of this report are shown above. This
list will be added to, or deducted from, by officers should ratings change in accordance with

this policy.

54. Investment Returns Expectations: The Authority is expecting investment income of
approximately £2.622m for 2025/26, averaging a return of 4.06% for the year. Any new
information that alters the outlook for inflation, growth or financial stability could result
in changes to these assumptions. Consequently, these will be regularly monitored and
Members will be kept updated through the mid-year Treasury report.

55. Returns on Treasury Bills have fallen since last year. They offer a high degree of
security and are currently returning an average rate of 4.03%. The Authority continues
to make use of Money Market Funds (MMFs) which are included in the treasury
strategy. They offer a high degree of security, being AAA-rated, with instant access and
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56.

57.

58.

59.

60.

carry rates currently of circa 3.98%. The rates generally track the base rate. They are
deemed to be a good way of diversifying cash and spreading risk as the credit rating
agencies put strict limits on how much they can have in any one counterparty and what
the average duration of the underlying portfolio can be.

There are three types of Money Market Funds, which are: -

o Constant Net Asset Value (CNAV) — Short term funds that have a high level of
investment in government assets. Units in the fund are purchased or redeemed
at a constant price.

o Low Volatility Net Asset Value (LVNAV) - Short term funds that are primarily
invested in money market instruments, deposits and other short-term assets.
Units in the fund are purchased or redeemed at a constant price so long as the
value of the assets do not deviate by more than 0.2% (20bps) from par (i.e. 1.00)

o Variable Net Asset Value (VNAV) — Funds that are invested in money market
instruments and deposits and other Money Market Funds. The funds are subject
to looser liquidity rules and may invest in assets with a longer maturity than
CNAV and LVNAV funds. Units in the funds are purchased or redeemed at a
variable price.

A review has been undertaken of the available funds and the Authority will only invest
in CNAV and LVNAV Money Market Funds as they are considered more appropriate for
the Authority’s investment risk appetite.

Local Authority Loans: As set out above, the Authority does make provision to allow
loans to be made available to other Local Authorities, however the maximum duration
for any loan will be one year, in line with the maximum timeframe for other deposits set
out in this Strategy. Prior to agreeing to any such loan, the Authority will undertake
appropriate due diligence to establish the financial stability of the Authority that requires
the loan. Reviews will be undertaken on issues such as past audit reports / opinions,
balance sheet reviews, any adverse public reporting.

The maximum duration for investments suggested by MUFG Pension & Market
Services can be revised at any time, which means that the Authority could find that the
remaining duration of a fixed term investment is greater than the maximum suggested
at that time. When there is a change to reduce the suggested duration downwards, and
early redemption would cause a penalty or loss of interest, the investment will be
allowed to run to maturity. If the suggested duration is changed to zero, the investment
will be monitored and the need for early redemption reviewed.

Some of the institutions on the Authority’s counterparty list charge for transferring the
investment income into the Authority’s main bank account. Where such charges apply,
it is not cost-effective to transfer the investment income out of these accounts on a
monthly basis. For these institutions, therefore, investment income will be transferred
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61.

62.

63.

64.

annually. As a consequence, the counterparty limit may be exceeded during the year
by up to the amount of the annual interest due for the year.

The Authority has a weighted maturity average of 69 days and therefore, as the closest
available benchmark, uses the backward looking 3 month Compounded SONIA
(Sterling Overnight Index Average) Index to compare itself. The reason the Authority
chooses to look at the backward-looking Compound SONIA is that it is based on real
data, and not a forecast rate like the forward-looking data is. Currently the portfolio is
slightly higher than the benchmark with a rate of 4.02% against the SONIA rate of
3.99%.

Training: The Authority has processes in place to ensure that the appropriate level of
training is delivered to both Members and staff who are involved in the delivery and
scrutiny of the treasury management function. A training session on the latest economic
forecast was provided by MUFG Pension & Market Services to Audit and Governance
members at the January 2026 meeting, with a subsequent update to be undertaken at
the January 2027 meeting. Officers within the Finance team with direct responsibility,
regularly attend seminars and conferences to ensure specialist Treasury and
Investment knowledge is kept up to date and a number of them have also completed
their CIPFA Treasury e-learning modules. One team member has recently completed
the Certificate in Treasury qualification for the Association of Corporate Treasurers and
direct line managers that oversee Treasury activity are CIPFA qualified accountants.

The Authority’s treasury team continue to run the Kent Treasury Forum; a forum which
aims to bring together treasurers from all districts within Kent to discuss key policies
and compare portfolios. The forum has enabled the Authority to benchmark its rates
against other local authorities’ rates and therefore help identify areas where the
Authority is performing well, as well as areas that can be improved. It also enables our
own newly formed Treasury Officers to network with more experienced Kent Treasurers
and enhance their understanding of the types of investments available and the
advantages and disadvantages of such investment types.

Current Portfolio - below sets out the investment portfolio of the Authority as at 12
December 2025.

Table 11 — Current Portfolio Fixed Call Notice Money Total Average

Deposits Account  Call Market Interest
Account  Funds Rate
£000 £000 £000 £000 £000

Debt Management Office

(including Treasury Bills) 15,685 0 0 0 15,685 4.03%
RBS Sroup: Royal Bankof 5000 100 0 0 5100  3.96%
Barclays Bank pic 0 0 5,000 0 5,000 4.05%
HSBC 0 0 5,000 0 5,000 3.70%
Lloyds Bank 6,000 1,000 0 0 7,000 4.11%
SMBC 2,000 0 0 0 2,000 4.14%

132



Standard Chartered Bank 5,000 0 0 0 5,000 4.03%
g:rllcll(man Sachs International 5,000 0 0 0 5,000 4.12%
Aviva Sterling Liquidity Fund 0 0 0 5,000 5,000 4.04%
?:r?;deen Sterling Liquidity 0 0 0 5,000 5,000 3.97%
fiZ'Si';‘i?;‘ Sachs Sterling 0 0 0 2510 2,510  3.93%
Total Per Deposit Type 38,685 1,100 10,000 12,510 62,295  4.02%

Average Interest Rate Per o o . )
Deposit Type 4.08% 3.61% 3.88% 3.99%

* This includes the pensions grant over-payment

IMPACT ASSESSMENT

65. All financial implications associated with servicing the Authority’s loans are able to be
contained within the overall budget.

RECOMMENDATION
66. Members are requested to:

66.1 Agree ‘in principle’, the Treasury Management and Investment Strategy for 2026/27
(paragraphs 8 to 64 refer).
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[tem Number: C5

By: Director of Finance

To: Audit and Governance Committee — 29 January 2026
Subject: COMMUNITY INTEREST INVESTMENTS
Classification: Unrestricted

FOR INFORMATION

SUMMARY

Following a request from the Audit and Governance Committee on 25 September 2025,
Officers have examined the feasibility of utilising surplus cash balances for community
interest investments.

This report provides a conclusion based on a review of the Fire and Rescue Services Act
2004, the CIPFA Prudential Code, and the Authority's 10-year Capital Programme. The
report outlines the risks to liquidity, statutory compliance, and the delivery of core
operational services and concludes that such investments are not legally or financially
viable.

RECOMMENDATION

Members are requested to:

1. Note the contents of the report.
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COMMENTS
Background

1.  Following a request from the Audit and Governance Committee on 25 September
2025, Officers have investigated the feasibility of utilising surplus cash balances for
community interest investments. Discussions have since been held with the
Authority’s external Treasury Management Advisors to assess the viability, risk profile,
and regulatory implications of such an investment strategy.

2. ltis important to clarify that a decision to invest in local communities constitutes a
service policy decision for the Authority and not a Treasury Management function.
Providing loans to third parties for community benefit is classified as a non-treasury
activity and is usually treated as capital expenditure. Consequently, such investments
are managed separately from day-to-day treasury operations and must align with the
Authority’s wider Capital Strategy and service objectives. Furthermore, any such
investment activity must be evaluated within the statutory framework of the Fire and
Rescue Service Act 2004 and other relevant legislation applicable to Fire and Rescue
Authorities (FRASs). This involves assessing whether this type of activity falls within the
defined roles and responsibilities of a Fire and Rescue Service, which are:

e Extinguishing fires in their area.

¢ Protecting life and property in the event of fires.

¢ Rescuing and protecting people in the event of road traffic collision.
¢ Rescuing and protecting people in the event of other emergencies.

3.  The Fire and Rescue Services Act 2004 also gives the Government responsibility for
producing the Fire and Rescue National Framework which outlines the high-level
priorities and objectives for FRAs in England. The National Framework priorities for
FRAs are to:

¢ Identify and assess the full range of foreseeable fire and rescue related risk
their areas face, make provision for prevention and protection activities and
respond to incidents appropriately.

e Work in partnership with their communities and a wide range of partners
locally to deliver their service.

¢ Be accountable to communities for the service they provide.

4, In addition, the Civil Contingencies Act 2004 sets out FRAs responsibility to react to
emergencies as a category 1 responder.

172


https://www.legislation.gov.uk/ukpga/2004/21/contents
https://www.legislation.gov.uk/ukpga/2004/21/contents
https://www.legislation.gov.uk/ukpga/2004/36/contents

Investment in Local Communities

5.  Asuggestion made by the Audit and Governance Committee was focussed on
whether the Authority had considered investing in the “no use empty” type loan
scheme that Kent County Council currently runs, but a review of legislation shows that
this is for Local Housing Authorities to provide and therefore not within the Fire
Services Act 2004, nor a statutory duty for a Fire and Rescue Service to provide.

6. Local councils have statutory duties in relation to housing under the Housing Act 1985.
The regulatory reform (Housing Assistance) (England and Wales) order 2002 is a key
piece of legislation that enables local councils to provide a wide range of financial
assistance for home repairs and improvements as well as having the discretion to
offer assistance to private housing owners. This legislation does not extend to FRAs,
as its powers are reserved for Local Housing Authorities. Therefore, any financial
assistance or community investment provided by the Fire Authority must instead be
justified under the Fire and Rescue Services Act 2004. This requires a demonstrable
link between the investment and the Authority's statutory duties, such as the
promotion of fire safety and the protection of life and property

7. These types of investments can incur high revenue administrative costs, primarily
from administering and managing the loan portfolio; undertaking due diligence;
overseeing repayment and debt recovery that can lead to the need to obtain legal
services to place a charge on a specific property to ensure the repayment of money in
the event of that property being sold. Moreover, loans of this type lock resources
away for long periods of time and tend to be undertaken more for the social value and
regeneration opportunities they provide as opposed to an investment opportunity.

8.  The Authority maintains a 10-year capital programme designed to align available
resources with the replacement of fleet, equipment, and the maintenance of the
estate. At present, the programme has no capacity to support community investment
schemes. Furthermore, entering into such arrangements would present a liquidity risk,
as it would commit funding to long-term projects and reduce the Authority's financial
flexibility to respond to future operational requirements.

9.  While the Authority’s current Treasury Management and Investment Strategy permits
lending to other Local Authorities, such lending is primarily a treasury function to
manage liquidity. It is noted that Local Authorities already possess the statutory duties
and funding streams via their own council tax precepts to deliver community and
housing services. Utilising Fire Authority resources to subsidise services that fall under
a local council’s remit could be perceived as a duplication of the local tax burden,
effectively resulting in residents paying twice for the same service delivery.
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Recommendation of the Director of Finance

10.

11.

12.

In response to the Committee's request, Officers have explored the feasibility of the
Authority providing community-based investments. It is concluded that such activities
do not align with the statutory duties of a Fire and Rescue Service as defined by
current legislation. Furthermore, proceeding with such initiatives would likely be
deemed ultra vires, as the Authority lacks the requisite legal powers to undertake
these types of investments. Consequently, formal legal advice would be essential
before any such proposal could be progressed.

In addition, the Authority’s 10-year capital programme is currently fully committed to
the essential replacement of the vehicle fleet, operational equipment, critical IT
infrastructure and estate development. To designate funding for third-party community
loans, the Committee would first need to identify which specific operational assets
would be removed from the capital programme. This would represent a significant shift
in the Authority’s risk appetite and a departure from the current long-term capital
strategy.

Following a comprehensive review of the legal, financial, and strategic implications, it
is concluded that pursuing community interest investments is not feasible for the
Authority. Such activity would fall outside the Authority’s current statutory remit and
could lead to a breach of legal compliance, requiring significant and costly external
legal advice to even consider. Furthermore, diverting funds from the fully committed
capital programme would directly and detrimentally impact the Authority’s ability to
deliver its statutory fire and rescue functions. Officers, therefore, recommend that no
further action be taken on this initiative.

IMPACT ASSESSMENT

13.

The re-allocation of capital expenditure within the existing 10-year Capital Strategy to
support community investment would have a detrimental impact on the vehicle fleet
and operational equipment replacement programme and the station maintenance
programme, which could impact the Authority’s ability to deliver its core statutory
duties. Proceeding without specific legal powers also poses a significant governance
and legal risk.

CONCLUSION

14.

Members are requested to:

14.1 Note the contents of the report.
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	(2) There being no other nominations, Mr R Ford was declared the elected Chair of the Audit & Governance Committee for 2025/26.
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	(5) Mrs Waterman questioned when the delivery of risk competence and capability training was expected to be delivered. The Chief Executive Officer responded that this is something that is continuously carried out, the most recent example being the hea...
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	(a) The refreshed Risk Appetite Statement be approved.
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	13. External Auditors Final Audit Plan for 2024/25 (Item B7)
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	15. Mid-Year Treasury Management and Investment Update for 2025/26 (Item C1)
	16. Internal Audit Progress Update for 2025/26 (Item C2)
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	4. B1. External Auditors' Audit Findings Report 2024-25
	Members are requested to:
	1. Consider the matters raised in the Audit Findings Report for 2024/25 (paragraphs 1 to 4 and Appendix 1 refer).
	2. Agree the Letter of Representation (paragraph 6 and Appendix 2 refer).
	1. To address the significant national backlog in local government audit, the Accounts and Audit (Amendment) Regulations 2024 introduced revised statutory ‘backstop’ dates by which the final audited financial statements must be published on the Author...
	2. With the audit of the 2024/25 Financial Statements nearing completion, the External Auditor’s Audit Findings Report for 2024/25 is attached at Appendix 1. This report summarises the work undertaken by Grant Thornton for the 2024/25 financial year a...
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	6. Letter of Representation - Formal signing of the Accounts and the issuing of the opinion by the External Auditors only takes place once the Accounts have been approved by Members and the Letter of Representation (a draft copy of which is attached a...
	7. Summary - The Finance team and the External Auditors worked well together during the whole closedown process. All work was successfully completed remotely, and Officers are appreciative of the timely turnaround of information by the External Auditors.
	RECOMMENDATIONS

	8. Members are requested to:
	8.1 Consider the matters raised in the Audit Findings Report for 2024/25 (paragraphs 1 to 4 and Appendix 1 refer).
	8.2 Agree the Letter of Representation (paragraph 6 and Appendix 2 refer).
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	6. B1. Appendix 2 - Letter of representation 2024-25
	Kent and Medway Fire and Rescue Authority  Financial Statements for the year ended 31 March 2025
	This representation letter is provided in connection with the audit of the financial statements of Kent and Medway Fire and Rescue Authority (“the Authority”) for the year ended 31 March 2025 for the purpose of expressing an opinion as to whether the ...
	We confirm that to the best of our knowledge and belief having made such inquiries as we considered necessary for the purpose of appropriately informing ourselves:
	Financial Statements
	Information Provided
	Annual Governance Statement
	Narrative Report
	Approval
	Signed on behalf of the Authority
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	7. B2. External Auditors Report 2024-25
	1. Consider and agree the External Auditors Annual Report for the year ending 31 March 2025 (paragraphs 3 to 8 and Appendix 1 refer).
	2. Note the remaining contents of this report.
	1. The “Code of Audit Practice” for Local Authorities, Police Forces, Fire Services and NHS Trusts sets out how external auditors should conduct audits in the public sector to fulfil their statutory responsibilities under the Local Audit and Accountab...
	2. One of the biggest areas within the ‘Code of Audit Practice’ is that in relation to Value for Money. As part of the annual audit, the External Auditor is required to assess and report their findings on the Authority’s arrangements for ensuring fina...
	3. Auditors Annual Report - The structure of the commentary on the arrangements that the Authority has put in place to secure Value for Money enables the Auditor to explain the work they have undertaken during the year. Any weaknesses identified by th...
	4. Financial Sustainability – how the Authority plans and manages its resources to ensure it can continue to deliver its services;  Conclusion – No significant weaknesses in arrangements identified; one improvement recommendation in relation to report...
	5. Governance – how the Authority ensures that it makes informed decisions and properly manages its risks;  Conclusion – No significant weaknesses in arrangements identified and no improvement recommendations raised.
	6. 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.  Conclusion – No significant weaknesses in arrangements identified; one im...
	7. Most of the work in relation to the Value for Money assessment was undertaken during the Summer 2025. Having reviewed the Authority’s arrangements, the Executive Summary on page 6 of Appendix 1 highlights that there was no significant weakness iden...
	8. The Corporate Management Board have provided a formal response to each of the improvement recommendations and have clarified the actions currently underway to address these areas.
	9. Financial Statements – Although there remain a small number of audit areas outstanding, the Auditor currently anticipates issuing an unmodified opinion on the 2024/25 Financial Statements. A representative from Grant Thornton will provide a verbal ...
	10. Corporate Management Board have considered the Auditors recommendations and are continuing work to address the proposed recommendations.
	11. Members are requested to:
	11.1 Consider and agree the External Auditors Annual Report for the year ending 31 March 2025 (paragraphs 3 to 8 and Appendix 1 refer).
	11.2 Note the remaining contents of this report.
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	9. B3. Treasury Management Strategy 26-27
	The Chartered Institute of Public Finance and Accountancy (CIPFA) Code of Practice on Treasury Management and the CIPFA Prudential Code require the Authority to determine and set the Treasury Management Strategy for the financial year ahead as part of...
	The capital and reserve figures detailed within the draft strategy provide a current estimate of forecast spend but may be subject to refinement prior to the February Authority meeting, as projects progress or slip and more detailed work in costing an...
	Introduction
	1. Treasury management is defined by the Chartered Institute of Public Finance and Accountancy’s (CIPFA) Treasury Management Code of Practice as:
	“The management of the Authority’s borrowings, investments and cash flows, its banking, money market and capital market transactions; the effective control of risks associated with those activities; and the pursuit of optimum performance consistent wi...

	2. There are two parts to the treasury management operations, the first is to ensure that the Authority’s cashflow is adequately planned, with cash being available when it is needed to support business and service objectives. Surplus monies are placed...
	3. The CIPFA Code of Practice on Treasury Management (TM) and the CIPFA Prudential Code require local authorities to determine and set the Authority’s Treasury Management Strategy, its Strategy relating to investment activity, and Prudential Indicator...
	4. The Authority’s Investment Strategy has regard to the TM Code and the Guidance. It has two objectives: the first is security, in order to ensure that the capital sum is protected from loss, ensuring that the Authority’s money is returned; and the s...
	5. This Strategy has been created based on the CIPFA 2021 Prudential and Treasury Management Codes, which requires the Authority to prepare a Capital Strategy. The Capital Strategy is a document in its own right which will be reported seperately to th...

	Policy Statement
	6. The Authority regards the successful identification, monitoring and control of risk to be the main criteria by which the effectiveness of its treasury management activities will be measured. Accordingly, the analysis and reporting of treasury manag...
	7. The Authority acknowledges that effective treasury management will provide support towards the achievement of its business and service objectives including its Customer and Risk Management Plan and long term Capital Strategy. It is therefore commit...

	National Guidance and Governance
	8. This Strategy complies with the CIPFA Treasury Management in Public Services Code of Practice and Cross-Sectoral Guidance Notes (“the TM Code”), and guidance on Local Government Investments issued by the Secretary of State for Communities and Local...
	9. Governance: The Authority is required to receive and review a number of financial reports each year, which cover the following:
	(a)  An Annual Treasury Management and Investment Strategy: This Strategy forms part of the February 2026 budget report to Authority. This Strategy therefore includes: -
	 the Capital Programme together with the appropriate prudential indicators.
	 the Minimum Revenue Provision (MRP) policy, which details how residual capital expenditure is charged to revenue over time.
	 the Treasury Management Strategy, which defines not only how the investments and borrowings are to be organised, but also sets out the appropriate treasury indicators; and
	 an Investment Strategy which sets out the parameters on how deposits are to be managed.

	(b)  A Mid-year Treasury Management Report: This will usually be presented to Members of the Audit and Governance Committee for review in the autumn prior to submission to the Authority meeting and provides an update on the Capital Programme, amending...
	(c)  A Year-end Annual Report: This provides the final outturn position for the year in relation to investments and deposits made during the year, prudential and treasury indicators, and a summary of the actual treasury activity during the year.

	10. A quarterly review by Corporate Management Board (CMB) monitors the treasury management and prudential indicators as part of the Authority’s general revenue and capital monitoring reporting.

	External Support
	11. Treasury Management Advisor: The Authority uses MUFG Pension & Market Services (previously known as Link Group) as its external Treasury Management Advisor. The Authority recognises that the responsibility for treasury management decisions remains...

	THE CAPITAL PRUDENTIAL INDICATORS 2026/27-2029/30 AND THE MINIMUM REVENUE PROVISION (MRP) STATEMENT
	12. The Authority’s capital expenditure plans are the key driver of treasury management activity. The output of the Capital/Infrastructure Plan is reflected in the Prudential Indicators, which are designed to assist Members’ overview and confirm capit...
	13. Capital Expenditure: This can be funded from a variety of sources such as directly from the revenue budget, capital receipts (money received for the sale of the Authority’s assets) capital grants or from borrowing. The Authority’s Capital Plan, an...
	14. The Authority’s Borrowing Need [the Capital Financing Requirement (CFR)]: The CFR is the total historic outstanding capital expenditure which has not yet been paid for from either revenue or capital resources. It is essentially a measure of the Au...
	*The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a statutory annual revenue charge which reduces the indebtedness in line with each asset’s life.

	15. Core Funds and Expected Investment Balances: The application of resources (capital receipts, reserves, etc.) to finance capital expenditure or other budget decisions to support the revenue budget will have an ongoing impact on investments/deposits...
	16. Working balances comprise of the estimated net difference between amounts owed to or by the Authority (debtors and creditors and other amounts paid or received but not yet charged to the accounts). The amount under-borrowed in this table relates t...
	17. Financing Cost to Net Revenue Stream: This indicator shows the revenue implications of existing and proposed capital expenditure by identifying the proportion of the revenue budget required to meet borrowing costs. It is an indication of how affor...
	18. Minimum Revenue Provision (MRP) Policy Statement: The Ministry of Housing, Communities and Local Government (MHCLG) sets out the regulations around determining the annual charge that must be made to the revenue account in order to repay what has b...
	(a)  Borrowing for capital expenditure incurred before 1 April 2008 - The MRP is calculated as 4% of the opening CFR balance for the year.  As the Authority no longer has any old debt this has not been applied for future years.
	(b)  Borrowing for capital expenditure post 2008 - The Authority will calculate the MRP for all new borrowing (internal or external) using the Asset Life method. This method uses the estimated life of the asset to calculate a yearly revenue charge whi...
	At this moment in time, it is prudent that future borrowing is funded temporarily through internally borrowing against the Authority’s available balances for investment.
	When the assets and liabilities in relation to a lease contract are brought onto the balance sheet, the Authority will increase its long-term liabilities and as a result this will increase the debt liability.  An MRP charge equal to the amount that is...

	19. MRP Overpayments: As defined in the Code, the Authority has always set aside additional funding, on top of the regulated MRP, to repay the borrowing of money to fund capital. This additional funding that is set aside is called a Voluntary Revenue ...
	20. Forecast for Bank Rate: Forecasts on the Bank Rate are constantly being reviewed given the current economic and political climate. At its meeting on 18 December 2025, the MPC voted by a majority to reduce Bank Rate by 0.25 percentage points, to 3....
	21. Limits on External Debt: The Treasury Indicators set limits for interest rate exposures in relation to borrowing and the maturity structure of long-term borrowing. The objective of these indicators is to restrain the activity of the treasury funct...
	22. Interest Rate Exposures for Borrowing: All the borrowing undertaken by the Authority previously has been on a fixed rate of interest with the Public Works Loans Board (PWLB). Currently the Authority is not looking to borrow externally immediately ...
	23. Interest Rate Exposures for Deposits: The Authority primarily deposits its cash balances on a fixed rate basis and therefore limits its exposure to any reductions in interest rates. Whilst security of the deposit remains a prerequisite, interest r...
	24. Maturity Structure of Borrowing: The current maturity profile of the Authority’s existing loans, as at 31 March 2026 is set out in Table 6 below.
	25. Debt  Liability Benchmark: the liability benchmark indicator is a projection of the optimum amount of loan debt outstanding which the Authority needs each year into the future, in order to fund its existing debt liabilities, planned prudential bor...
	26. As the Authority is currently operating with a net cash surplus, the indicator is a measure of the forecast net investment requirement and guides the appropriate size and maturity of investments needed – there is currently no need to borrow extern...

	BORROWING
	27. Borrowing Arrangements: The Authority has been actively trying to reduce its cash balances by deferring long term external borrowing and therefore borrowing internally from its own cash balances. The Authority will continue with this prudent strat...
	28. Timing of Borrowing: Officers engaged in treasury management monitor interest rates on a daily basis and receive advice from the Authority’s Treasury Management Advisor on changes to market conditions, so that borrowing and investing activity can ...
	29. Volatility to Inflation: The Authority will keep under review the sensitivity of its treasury liabilities to inflation and will seek to manage the risk accordingly in the context of the whole organisation’s inflation exposures.
	30. Periods of Borrowing: In general, the period of borrowing is linked to the life of the assets acquired, although regard is also given to the maturity profile of borrowing to mitigate the risks that might arise on any re-financing. However, on occa...
	31. Sources of Borrowing: The Authority could borrow from the Public Works Loan Board (PWLB), other Local Authorities, the money markets, or through Finance Leasing depending on which terms are the most favourable overall.
	32. External Debt: The Authority’s current debt portfolio position for the next five years is detailed in Table 7 below. It shows the actual external debt against the underlying capital borrowing need (the CFR) highlighting any over or under-borrowing.
	33. The Authority’s debt should not, except in the short term, exceed the total of the Capital Financing Requirement (CFR) for the current year and the next two financial years. This allows the Authority the flexibility to borrow for future years whil...
	34. The Director of Finance reports that the Authority complied with this prudential indicator in the current year and does not envisage difficulties for the future. This view considers current commitments, existing plans and the proposals within the ...
	35. The Operational Boundary for External Debt: This is the limit which external debt is not normally expected to exceed. The proposed Operational Boundary for external debt is based on the Authority’s plans for capital expenditure and financing, and ...
	36. The Authority has some projects where there is the potential to lease rather than buy, and so the limit recognises that such leases may be classified as finance leases. Accounting changes with regard to leases (IFRS16) mean that some existing leas...
	37. The Director of Finance has confirmed that the Operational Boundary is based on expectations of the maximum external debt of the Authority according to probable - not simply possible - events and is consistent with the maximum level of external de...
	38. Authorised Limit for External Debt: The Authorised Limit provides for additional headroom over and above the Operational Boundary to allow for unusual and unexpected cash movements. This represents a limit beyond which external debt is prohibited....
	39. Borrowing in Advance of Need: The Authority will not borrow in advance of its needs in order to profit from any short term interest rate advantage. Any decision to borrow in advance will be within the approved Capital Financing Requirement estimat...
	40. Debt Rescheduling: Whilst short term interest rates may be cheaper than longer term fixed interest rates, there may be potential opportunities to generate savings by switching from long term debt to short term debt. However, these savings will nee...
	41. Gearing: Gearing is used as a measure of financial leverage and indicates how much of the Authority’s activities are funded by debt. The higher the percentage, the more risk the Authority has, as it must continue to service this level of debt. Gea...
	42. Borrowing Strategy: The Authority is currently maintaining an under-borrowed position. This means that the capital borrowing need (the Capital Financing Requirement), has not been fully funded with loan debt as cash supporting the Authority’s rese...
	43. Against this background and the risks within the economic forecast, caution will be adopted with the 2026/27 treasury operations. The Director of Finance will monitor interest rates in financial markets and adopt a pragmatic approach to changing c...

	ANNUAL INVESTMENT STRATEGY
	44. Investment Policy - Management of Risk: The Authority’s Investment Strategy has regard to the CIPFA Treasury Managment Code 2021 and the CIPFA Treasury Management Guidance Notes 2021. It has two main objectives: the first is security, in order to ...
	45. The Treasury Management Code of Practice details that the term “investments” used in the definition of treasury management activities also covers other non-financial assets which an organisation holds primarily for financial returns, such as inves...
	46. The above guidance places a high priority on the management of risk. This Authority has adopted a prudent approach to managing risk and defines its risk appetite by the following means: -
	 Minimum acceptable credit criteria are applied to generate a list of highly credit worthy counterparties. This also enables diversification and thus avoidance of concentration risk. The key ratings used to monitor counterparties are the short term a...
	 Other Information - ratings will not be the sole determinant of the quality of an institution, it is important to continually assess and monitor the financial sector and take account of the economic and political environments in which institutions o...
	 Other Information sources used will include the press and other such information pertaining to the banking sector to establish the most robust scrutiny process on the suitability of potential investment counterparties.

	47. Volatility to Inflation: The Authority will keep under review the sensitivity of its treasury assets to inflation and will seek to manage the risk accordingly in the context of the whole Authority’s inflation exposures.
	48. Specified or Permitted Investments: These are investments 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. All such investments will b...
	 the UK Government (such as the Debt Management Account deposit facility, UK treasury bills or a gilt with less than one year to maturity).
	 other local authorities.
	 Money Market Funds (CNAV and LVNAV).
	 banks, building societies and other financial institutions of high credit quality.

	49. High Credit Quality: The Authority’s Treasury Management Advisor provides a creditworthiness service which, taking into account the ratings provided by the credit agencies, market data, market information and information relating to government sup...
	 UK Banks
	 UK part-nationalised banks.
	 Institutions domiciled in the UK that have been classified by MUFG Pension & Market Services as being appropriate for deposit durations of between 100 days and one year; that have a minimum sovereign long-term rating of A- and have, as a minimum, th...
	(a)  Short term – F1 (or equivalent).
	(b)  Long term – A- (or equivalent).
	 The Authority’s own banker for transactional purposes, or except if the bank falls below the above criteria, in which case balances will be minimised in both monetary size and time.
	 Institutions domiciled in a foreign country where that country has a sovereign rating of AAA.

	50. The Monitoring of Investment Counterparties: The credit rating of counterparties will be monitored regularly, based on credit rating information received from MUFG Pension & Market Services. On occasions ratings may be downgraded when an investmen...
	51. Investment Duration for Deposits: The longest duration for any investment will be one year. The Authority will only use specified investments, the criteria for which are set out in paragraphs 48 and 49 above and may restrict the period of investme...
	52. Environmental, Social and Governance Policy: The Authority is committed to considering environmental, social and governance (ESG) issues, and has a particular interest in taking actions against climate change and pursuing activities that have a po...
	53. The Strategy for 2026/27 will be to use only those institutions detailed on the counterparty list, shown in Table 10 below:
	Banks that qualify using this credit criteria as at the date of this report are shown above. This list will be added to, or deducted from, by officers should ratings change in accordance with this policy.
	54. Investment Returns Expectations: The Authority is expecting investment income of approximately £2.622m  for 2025/26, averaging a return of 4.06% for the year. Any new information that alters the outlook for inflation, growth or financial stability...
	55. Returns on Treasury Bills have fallen since last year. They offer a high degree of security and are currently returning an average rate of 4.03%. The Authority continues to make use of Money Market Funds (MMFs) which are included in the treasury s...
	56. There are three types of Money Market Funds, which are: -
	 Constant Net Asset Value (CNAV) – Short term funds that have a high level of investment in government assets.  Units in the fund are purchased or redeemed at a constant price.
	 Low Volatility Net Asset Value (LVNAV) - Short term funds that are primarily invested in money market instruments, deposits and other short-term assets. Units in the fund are purchased or redeemed at a constant price so long as the value of the asse...
	 Variable Net Asset Value (VNAV) – Funds that are invested in money market instruments and deposits and other Money Market Funds. The funds are subject to looser liquidity rules and may invest in assets with a longer maturity than CNAV and LVNAV fund...

	57. A review has been undertaken of the available funds and the Authority will only invest in CNAV and LVNAV Money Market Funds as they are considered more appropriate for the Authority’s investment risk appetite.
	58. Local Authority Loans: As set out above, the Authority does make provision to allow loans to be made available to other Local Authorities, however the maximum duration for any loan will be one year, in line with the maximum timeframe for other dep...
	59. The maximum duration for investments suggested by MUFG Pension & Market Services can be revised at any time, which means that the Authority could find that the remaining duration of a fixed term investment is greater than the maximum suggested at ...
	60. Some of the institutions on the Authority’s counterparty list charge for transferring the investment income into the Authority’s main bank account. Where such charges apply, it is not cost-effective to transfer the investment income out of these a...
	61. The Authority has a weighted maturity average of 69 days and therefore, as the closest available benchmark, uses the backward looking 3 month Compounded SONIA (Sterling Overnight Index Average) Index to compare itself. The reason the Authority cho...
	62. Training: The Authority has processes in place to ensure that the appropriate level of training is delivered to both Members and staff who are involved in the delivery and scrutiny of the treasury management function. A training session on the lat...
	63. The Authority’s treasury team continue to run the Kent Treasury Forum; a forum which aims to bring together treasurers from all districts within Kent to discuss key policies and compare portfolios. The forum has enabled the Authority to benchmark ...
	64. Current Portfolio - below sets out the investment portfolio of the Authority as at 12 December 2025.

	IMPACT ASSESSMENT
	65. All financial implications associated with servicing the Authority’s loans are able to be contained within the overall budget.
	66. Members are requested to:
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	13. C5. Community Interest Invesments
	1. Following a request from the Audit and Governance Committee on 25 September 2025, Officers have investigated the feasibility of utilising surplus cash balances for community interest investments. Discussions have since been held with the Authority’...
	2. It is important to clarify that a decision to invest in local communities constitutes a service policy decision for the Authority and not a Treasury Management function. Providing loans to third parties for community benefit is classified as a non-...
	 Extinguishing fires in their area.
	 Protecting life and property in the event of fires.
	 Rescuing and protecting people in the event of road traffic collision.
	 Rescuing and protecting people in the event of other emergencies.
	3. The Fire and Rescue Services Act 2004 also gives the Government responsibility for producing the Fire and Rescue National Framework which outlines the high-level priorities and objectives for FRAs in England. The National Framework priorities for F...
	 Identify and assess the full range of foreseeable fire and rescue related risk their areas face, make provision for prevention and protection activities and respond to incidents appropriately.
	 Work in partnership with their communities and a wide range of partners
	locally to deliver their service.
	 Be accountable to communities for the service they provide.
	4. In addition, the Civil Contingencies Act 2004 sets out FRAs responsibility to react to emergencies as a category 1 responder.
	5. A suggestion made by the Audit and Governance Committee was focussed on whether the Authority had considered investing in the “no use empty” type loan scheme that Kent County Council currently runs, but a review of legislation shows that this is fo...
	6. Local councils have statutory duties in relation to housing under the Housing Act 1985. The regulatory reform (Housing Assistance) (England and Wales) order 2002 is a key piece of legislation that enables local councils to provide a wide range of f...
	7. These types of investments can incur high revenue administrative costs, primarily from administering and managing the loan portfolio; undertaking due diligence; overseeing repayment and debt recovery that can lead to the need to obtain legal servic...
	8. The Authority maintains a 10-year capital programme designed to align available resources with the replacement of fleet, equipment, and the maintenance of the estate. At present, the programme has no capacity to support community investment schemes...
	9. While the Authority’s current Treasury Management and Investment Strategy permits lending to other Local Authorities, such lending is primarily a treasury function to manage liquidity. It is noted that Local Authorities already possess the statutor...
	10. In response to the Committee's request, Officers have explored the feasibility of the Authority providing community-based investments. It is concluded that such activities do not align with the statutory duties of a Fire and Rescue Service as defi...
	11. In addition, the Authority’s 10-year capital programme is currently fully committed to the essential replacement of the vehicle fleet, operational equipment, critical IT infrastructure and estate development. To designate funding for third-party c...
	12. Following a comprehensive review of the legal, financial, and strategic implications, it is concluded that pursuing community interest investments is not feasible for the Authority. Such activity would fall outside the Authority’s current statutor...
	IMPACT ASSESSMENT
	13. The re-allocation of capital expenditure within the existing 10-year Capital Strategy to support community investment would have a detrimental impact on the vehicle fleet and operational equipment replacement programme and the station maintenance ...
	14. Members are requested to:
	14.1 Note the contents of the report.
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