/—-l*"b\
~Huntingdonshire

DI STRICT C OUNC CIL

Dear Councillor

CORPORATE GOVERNANCE COMMITTEE - WEDNESDAY, 27 JANUARY
2021

| am now able to enclose for consideration at the above meeting the following
reports that were unavailable when the agenda was printed.

Agenda Item
No.

7. APPROVAL FOR PUBLICATION OF THE 2019/20 ANNUAL
GOVERNANCE STATEMENT AND THE ANNUAL FINANCIAL REPORT
(Pages 3 - 174)

To consider the Auditor's Report, Annual Governance Statement, the
Letter of Representation and the Annual Financial Report.



This page is intentionally left blank



Agenda Item 7

Public
Key Decision — No

HUNTINGDONSHIRE DISTRICT COUNCIL
Title: Approval for Publication of the 2019/20 Annual Governance
Statement and the Annual Financial Report
Meeting/Date: Corporate Governance Committee — 27 January 2021
Executive Portfolio:  Strategic Resources: Councillor J A Gray
Report by: Chief Finance Officer

Wards affected: All Wards

Executive Summary:

The Council is required by statute to produce both an Annual Governance Statement
(AGS) and an Annual Financial Report (AFR). Both of these documents are produced
in line with statutory regulations and are required to be approved by ‘those charged
with governance’.

In order to approve the accounts the Committee must:

o Consider the Auditors Report (Audit Results Report) (paragraph 3) which
comments on the auditor’s findings on the Annual Finance Report and their
view on Value for Money. Both the Annual Finance Report and the Value for
Money position of the Council are expected to receive an unqualified audit
opinion. At the time of writing the Auditors Results Report at Annex A is still
provisional as the audit is still ongoing.

o Approve the Annual Governance Statement (paragraph 4) which includes the
following themes:
o Housing affordability
o Morbidity/growing number of years of ill health
o Wider economic environment
o Skill levels and educational attainment
o Partner agency operational pressures
o Approve the Letter of Representation (paragraph 5)
e Approve the Annual Financial Report (paragraph 6)

Recommendations:

1. Receives the Auditors Results Report (Annex A)

2. Approve the Annual Governance Statement (Annex B) and authorises the
Executive Leader and Managing Director to sign the Statement on behalf of the
Council.

3. Approves the Letter of Representation (Annex C) and authorises the Chief
Finance Officer (as Section 151 officer) to sign it on behalf of the Council.

4. Give delegated powers to the Chairman of the Committee and Chief Finance
Officer (as Section 151 officer) to authorise and sign the Annual Financial Report
(Annex D) on behalf of the Council subject to the auditors confirming an
unqualified opinion on the AFR 2019/20.
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2.1

3.1

3.2

3.3

3.4

4.1

4.2

4.4

PURPOSE OF THE REPORT

To complete the processes for finalising and publishing the Council’s Annual
Governance Statement (AGS) and Annual Finance Report (AFR) for 2019/20.

BACKGROUND

The Corporate Governance Committee is designated as ‘those charged with
governance’ and consequently it is required to approve both the AGS and AFR
prior to publication. To do this the Committee needs to follow the stages in the
order shown in the report.

RECEIVING THE AUDITORS REPORT (AUDIT RESULTS REPORT)

At the time of writing the report the audit is not yet complete with the auditors
having some final queries to resolve to enable them to approve the accounts.
An up to date position will be reported at the Committee by the auditors on
outstanding queries and audit review procedures.

The Audit Results Report will be presented to the meeting by the auditors and
a draft is attached at Annex A. The auditors will verbally update the Committee
at the meeting of any further changes since the issuing of the report.

There were 3 issues raised as ‘Control Observations’ by the auditors within the
Audit Results Report in respect of the AFR for 2019/20 which related to:

o Asset Valuations
° Completeness of related party responses from members
. Completeness of information provided for sensitive notes in the accounts

In addition to reviewing the AFR, the auditors are required to give a view on
Value for Money within the Council. The auditors anticipate a qualified opinion
(except for) in respect of the Value for Money conclusion as outlined at previous
committee meeting. This is due to the effective resources within Internal Audit
as already outlined to committee.

APPROVE THE ANNUAL GOVERNANCE STATEMENT

The Committee, on behalf of the Council is required to review once a year the
effectiveness of its system of internal control and following that review approve
the AGS. The AGS will be published alongside the AFR and is shown at Annex
B.

The governance statement includes 6 significant themes:

Housing affordability

Morbidity/growing number of years of ill health
Wider economic environment

Skill levels and educational attainment
Partner agency operational pressures
Environmental pressures

These issues notwithstanding, the governance arrangements and the internal
control environment are considered to be operating effectively.
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5.2

6.1

6.2

6.3

7.1

8.1

9.1
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10.1
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12.1

APPROVE THE LETTER OF REPRESENTATION

Each year a letter has to be given to the auditor by the Council which explains
what the Council has done to ensure its financial records are accurate; a draft
of the letter is attached as Annex C. It is ‘best practice’ for the Committee to
approve the content of this letter and then authorise the Chief Finance Officer
to sign it on behalf of the Council.

The Committee is asked to agree the draft letter and once the external auditor
has confirmed that both the AGS and AFR are unqualified, that the Chief
Finance Officer to sign it on behalf of the Council.

APPROVE THE ANNUAL FINANCIAL REPORT

The Council is required to produce and approve by the 31 May the Draft AFR,
which incorporates the Statement of Accounts. Then ‘those charged with
governance’ are required to approve and the Council is required to publish the
AFR; a copy is attached at Annex D. The copy currently attached at Annex D
is the draft AFR which could still be subject to amendment as a consequence
of audit.

The Committee is asked to approve the AFR, which includes the Statement of
Accounts. Once the external auditor has confirmed that the AFR is unqualified,
then the report will be signed on behalf of the Council.

The issues that have been raised by the auditor in respect of the AFR are
detailed within Section 3 of this report and Section 7 of the Auditors’ Results
Report.

KEY IMPACTS

Paragraph 3 above outlines the control observations and the associated
management comments.

LINK TO THE CORPORATE PLAN
Ensuring we are a customer focused and service led Council —to become more
business-like and efficient in the way we deliver services. The production of the
AFR is also a statutory requirement.

CONSULTATION

In line with the Account and Audit regulations the AFR was available for
inspection.

LEGAL IMPLICATIONS

There are no direct legal implications arising from this report.
RESOURCE IMPLICATIONS

There is a specific budget for the Audit Fees.

REASONS FOR THE RECOMMENDED DECISIONS

The process that has been followed in preparing the AGS and the AFR has
been thorough and in line with statutory regulations.
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12.2 The issues that have been identified for inclusion within the AGS are referenced
within the statement and are a reflection of the current situation.

12.3 Both the AGS and the AFR have been subject to external audit and review by
the Council’s auditors, Ernst and Young LLP.

LIST OF APPENDICES INCLUDED
Annex A — Auditors Report — Audit Results Report
Annex B — 2019/20 Annual Governance Statement
Annex C — Draft Letter of Representation
Annex D — 2019/20 Annual Financial Report (Draft)
BACKGROUND PAPERS
CONTACT OFFICER

Claire Edwards
Chief Finance Officer
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Huntingdonshire
District Council
Audit results report

Year ended 31 March 2020
21 January 2021
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Huntingdonshire District Council 21 January 2021

Dear Corporate Governance Committee Members

We are pleased to attach our audit results report for the forthcoming meeting of the Corporate Governance Committee. This report
summarises our preliminary audit conclusion in relation to the audit of Huntingdonshire District Council (the Authority) for
2019/20. We have agreed the content of the report with the Finance Manager.

At the date of this report our audit of the Authority’s accounts for the year ended 31 March 2020 is substantially complete but
owing to the protracted nature of the audit we are still completing our review procedures and need to complete some specific
internal consultation processes on prior year adjustments made by the Authority as well as the impact of Covid-19 on the content of
the audit opinion. Subject to concluding the outstanding matters listed in our report, we anticipate issuing an unqualified audit
opinion on the financial statements in the form at Section 3 of this report. We expect to include an emphasis of matter paragraphin
relation to the material uncertainty caveat in the Authority’s report to support the valuation of its property assets, including
investment properties. This is similar to several authorities across the country.

As we communicated to the June 2020 Committee meeting, owing to the Authority's internal audit provision being impacted by
resourcing issues, we are issuing a qualification to your arrangements to secure economy, efficiency and effectiveness in your use
of resources, specifically referencing the lack of internal audit provision for the full financial year ending 31 March 2020.

This report is intended solely for the use of the Corporate Governance Committee, other members of the Authority, and senior
management. It should not be used for any other purpose or given to any other party without obtaining our written consent.

We would like to thank your staff for their help during the engagement given the additional pressures they have faced responding to
the pandemic and working remotely.

We welcome the opportunity to discuss the contents of this report with you at the Corporate Governance Committee meetingon 27
January 2021.

Yours faithfully
SEM
Suresh Patel

Associate Partner
For and on behalf of Ernst & Young LLP
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Public Sector Audit Appointments Ltd (PSAA) have issued a ‘Statement of responsibilities of auditors and audited bodies'. It is available from the Chief Executive of each audited body and via the PSAA
website (www.psaa.co.uk). This Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities
of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas.

The ‘Terms of Appointment (updated April 2018)' issued by PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit
Practice (the Code) and statute, and covers matters of practice and procedure which are of a recurring nature.

This Audit Results Report is prepared in the context of the Statement of responsibilities / Terms and Conditions of Engagement. It is addressed to the Members of the audited body, and is prepared for
their sole use. We, as appointed auditor, take no responsibility to any third party.

Our Complaints Procedure - If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are receiving, you may take the issue up
with your usual partner or director contact. If you prefer an alternative route, please contact Hywell Ball, our Managing Partner, 1 More London Place, London SE1 2AF. We undertake to look into any
complaint carefully and promptly and to do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you may of course take matters up with our professional
institute. We can provide further information on how you may contact our professional institute.
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52 Executive Summary

»

Scope update

In our Outline Audit Plan tabled at the July 2020 Corporate Governance Committee meeting, we provided you with an overview of our audit scope and
approach for the audit of the financial statements. We carried out our audit in accordance with this plan, with the following exception:

Change in materiality - We updated our planning materiality assessment using the draft financial statements and have also reconsidered our risk
assessment. Based on our materiality measure of 2% of gross expenditure on provision of services, we have updated our overall materiality assessment
to £2.122m (Outline Audit Plan — £1.865m). This results in updated performance materiality, at 75% of overall materiality, of £1.59m, and an updated
threshold for reporting misstatements of £0.106m.

Additional EY consultation requirements concerning the impact on auditor reports because of Covid-19. The changes to audit risks, audit approach
and auditor reporting requirements changed the level of work we needed to perform. The full impact on the audit fee is yet to be determined but will be
subject to agreement with the Finance Manager and PSAA.

Status of the audit

® We have substantially completed our audit of Huntingdonshire District Council financial statements for the year 31 March 2020 and have performed the
,': procedures outlined in our Outline Audit Plan. Subject to satisfactory completion of the following outstanding items we expect to issue an unqualified
o opinion on the Authority’s financial statements in the form which appears at Section 3. However until work is complete, further amendments may arise:

: Audit testing completed and subject to final review

\l

N | » Long-term debtors » Bad debt provision » Ctax/NDR debtors & impairment » |AS19 & pensions
» Other provisions » Analytical review - payroll » Analytical review - Hsg Benefits » Expenditure & Funding Analysis
» Other income » Ctax/NDRincome in CIES » Usable and unusable reserves » Journal testing

Outstanding audit work

* Receipt of information relating to a sample contracts and subsequent audit review.
* Final review of the two prior period adjustments and completion of the associated internal EY consultation.

» Finalreview of the revised disclosure on property valuations and the material uncertainty caveat along with the subsequent internal EY consultation
on the emphasis of matter paragraph in the audit opinion.

* Review of the revised going concern assessment and disclosure along with the subsequent internal EY consultation on the impact on the audit opinion.

* Finalreview of the updated Annual Governance Statement.

* Review and assessment of the revised statement of accounts which we have received on 21 January 2021.

* Final audit review and completion procedures.

* Review of subsequent events & receipt and review of the signed management representation letter. [Continued]
5



52 Executive Summary

»

Status of the audit (continued)

Our audit opinion will emphasise the valuation of investment properties and other land and buildings valued using market data. We will include an
"emphasis of matter” paragraph to draw users attention to valuation uncertainty disclosures in the accounts. This is not a modification to the audit
report and the draft audit report is included in Section 3. We expect to issue the audit certificate at the same time as the audit opinion.

Audit differences

Unadjusted audit differences

* An overstatement in cash of £256,000. Following audit enquiries, the Finance Manager has determined that this relates to the cumulative impact of
historic issues with the cash and bank reconciliation. The Finance Manager intends to write off this difference in 2020/21.

* A potential overstatement in the value of investment property of £123,000 - the Authority deem this to be a difference relating to the work of EY's

expert and the value is not material.

A potential increase in the pension liability of £130,000 relating to the Goodwin case - the Authority deem this to be immaterial.

We have asked for these adjustments to be correct but we understand the Authority's reasons for not adjusting. We ask that the Corporate Governance
Committee approve the Authority’s rationale as to why the items are not corrected and include the rationale in the Letter of Representation.

Adjusted audit differences

We have identified a number of audit differences which are being corrected in the final accounts. We report for the Committee’s attention:

* Anincrease of £673,000 in the pension liability related to a re-run IAS19 report.

We identified that £827,000 of 'Grant income received in advance' was actually received after the year end and therefore should not have been

treated as a creditor. As a result, creditors was overstated by £827,000 with a resultant overstatement of cash.

+ We identified audit adjustments in relation to exit packages (Note 36) and officers remuneration (Note 29). These disclosures relate to sensitive
information and more likely to be scrutinised by the reader of the accounts. We include in Section 7 a recommendation for the Authority to improve
its arrangements for ensuring the accuracy and completeness of these notes.

/T J0 2T abed

Prior period adjustments (PPAs)

At the end of the prior year audit the Authority highlighted an uncertainty relating to National Non-Domestic Rates (NNDR) which MHCLG had identified
dating back to 2015/16. At that stage the Authority did not have sufficient information to quantify the impact on the accounts. During 2019/20 the
Finance Manager has worked through the issues and identified historic errors dating back to 2013/14 relating to NNDR and the treatment of Enterprise
Zone reliefs, small business reliefs and bad debt provisions. These errors impact the Collection Fund and other primary statements for 2019/20 and the
prior year comparators. The Finance Manager has provided the supporting working papers and we ae satisfied with the adjustments identified.

In addition, in the latter part of 2020, the Finance Manager identified another historic issue in relation to the Collection Fund, this time relating to
Council Tax and the treatment of the Ministry of Defence council tax payments in lieu. These errors were also historic, dating back to 2015/16, and also
impact the Collection Fund and other primary statements for 2019/20 and the prior year comparators. We have yet to receive all the Authority's
supporting working papers to outline the adjustments being proposed.




52 Executive Summary

»

Audit differences (continued)

As aresult of the two issues highlighted in the draft accounts the Authority has accounted for the first PPA and has since proposed the second PPA. We
have reviewed the supporting working papers and are satisfied with the first PPA. We have yet to receive working papers to support the second. We have
yet to check that the final accounts include the agreed adjustments. In addition, until we complete our review of the final accounts we cannot instigate
our internal EY consultation process for PPAs. We will provide a verbal update to the Committee.

Areas of audit focus

Our Outline Audit Plan identified key areas of focus for our audit of the Authority’s financial statements. We summarise below our latest findings.

Significant risk

Findings & conclusions

7)1 10 £T abe

Misstatements due to fraud or error

We have not identified any:
» material weaknesses in controls or evidence of material management override;

» instances of inappropriate judgements being applied; or

» other transactions during our audit which appeared unusual or outside the Authority’'s normal
course of business.

This work is subject to final review. We will inform the Committee verbally should any matters arise
that we wish to bring to you attention.

Incorrect capitalisation of revenue
expenditure including Revenue Expenditure
Funded from Capital Under Statute (REFCUS)

We have not identified any material issues or unusual transactions to indicate any misreporting of the
Authority’s financial position through the inappropriate capitalisation of revenue expenditure.

Investment Property Valuations

We have completed our work in response to this risk including the work by our valuations specialist
(EY Real Estates). We have not identified any material valuation differences. We did identify a
judgemental audit difference of £123,000 which the Authority consider to be immaterial and based
on a estimated difference calculated by EY and therefore is not adjusting the final accounts.

We have identified a need for the Authority to improve its approach to the valuation of its investment
property. We have provided further details on page 14.

We noted that the draft accounts did not disclose the material valuation uncertainty reported by the
Authority’s valuer in their valuation report. This will need to be updated in the final accounts.

We have included a paragraph in the audit opinion to emphasis the disclosure of the material
uncertainty.
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»

Areas of audit focus (continued)

Other area of audit focus Findings & conclusions

Other Land and Buildings valuations Our work is complete and we have not identified any material valuation differences. However, we have
identified a need for the Authority to improve its approach to the valuation of its property, plant and
equipment. We have provided further details on page 14.

We noted that the draft accounts did not disclose the material valuation uncertainty reported by the
Authority’s valuer in their valuation report. This will need to be updated in the final accounts.

We have included a paragraph in the audit opinion to emphasis the disclosure of the material
uncertainty.

Pension Liability Valuation & other pension Our work is complete and subject to final review. Like other authorities, the Authority re-engaged its
disclosures actuary to update pension asset values and the estimated impacts of the McCloud and Guaranteed
Minimum Pension (GMP) rulings on the pension liability. The Authority has determined that the revised
pension liability increases by £673,000.

The Authority has not amended the pension liability for the impact of the Goodwin ruling, estimating
that this would increase the liability by approximately £130,000 and is immaterial.

v/T J0 ¢T abed

Business rates appeal provision Our work is complete and we have no matters to report.

Going concern Our work is outstanding as we are yet to receive the Authority’s updated going concern assessment
and disclosure. Once received we will consider the robustness of the assessment and appropriateness
of the disclosure.

We will update the Committee verbally at the 27 January 2021 meeting.

Prior Period Adjustments (PPAs) The Authority has accounted for two PPAs. We have reviewed the supporting working papers for the
one related to NNDR but await the full set of supporting working papers for the Council Tax PPA. We
also need to review the final accounts to confirm that the PPAs have been correctly reflected. In
addition, we need to complete our internal EY consultation process for PPAs.

We ask you to review these and any other matters in this report to ensure:

* There are no other considerations or matters that could have an impact on these issues.

* You agree with the resolution of the issue.

* There are no other significant issues to be considered.

There are no matters, apart from those reported by management or disclosed in this report, which we believe should be brought to your attention.



@ Executive Summary

Control observations

We have adopted a fully substantive approach, so have not tested the operation of controls. However, from the results of substantive procedures
performed we have not identified any significant deficiencies in the design or operation of an internal control that might result in a material
misstatement in your financial statement.

However, we have identified a need for the Authority to improve the way it revalues its property, plant and equipment and investment properties. We
provide further details on page 14 and recommendations in Section 7.

In addition, in performing procedures on related party transactions we identified that the Authority was unable to provide the relevant returns from 8
Members and 1 Officer to support the completeness and accuracy of the related party disclosure. Whilst we were able to carry out alternative
procedures to obtain assurance over the disclosure in the accounts, we include in Section 7 a recommendation for ensuring that all Member and Officer
returns are obtained to support the related party disclosure.

o
Q
«Q

Value for money

T

We have considered your arrangements to take informed decisions; deploy resources in a sustainable manner; and work with partners and other third

O1 parties. In our Outline Audit Plan we did not identify any significant risk to our value for money conclusion.

Qh After the 31 March 2020 year end we were informed by the Authority that due to staffing issues within the internal audit team, additionally impacted by
Covid-19, the Authority did not have in place an appropriate provision of internal audit for the last quarter of the financial year. As a result, we have

~l included an except for value for money conclusion in the audit report at Section 3. We provide further details of the value for money conclusion in

Section 5.

Other reporting issues

We have reviewed the information presented in the draft Annual Governance Statement (AGS) for consistency with our knowledge of the Authority and
against the relevant CIPFA requirements. In the previous year we reported that the format and content of the Statement needed to be improved to
ensure that it included all the expected requirements. Whilst there is no template AGS for local authorities, the CIPFA Code does specify requirements
that need to be met. We identified several areas of potential non-compliance with the Code requirements and provided detailed feedback to the
Authority. We have yet to receive an updated AGS for review. We will provide a verbal update to the Committee on this matter.

Independence

We have no matters relating to our Independence to bring to your attention. Please refer to Section 8 for our update on Independence.
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Areas of Audit Focus
Significant risk

Misstatements due to The financial statements as a whole are not free of material misstatements whether caused by fraud or

fraud or error error. As identified in ISA (UK) 240, management is in a unique position to perpetrate fraud because of its
ability to manipulate accounting records directly or indirectly and prepare fraudulent financial statements
by overriding controls that otherwise appear to be operating effectively. We identify and respond to this
fraud risk on every audit engagement.
As part of our work to identify fraud risks during the planning stages, we identified those areas of the
accounts that involve management estimates and judgements as the key areas at risk of manipulation.
These are set out on the following page.

What judgements are we focused on? What are our conclusions?

We focussed on testing key areas that are susceptible to management bias including journal We have not identified any
entries, material accounting estimates, and unusual transactions.

» material weaknesses in controls or evidence
What did we do? of material management override;
Identified fraud risks during the planning stages. > instances of inappropriate judgements being
Inquired of management about risks of fraud and the controls put in place to address those risks. applied; or

Inquired about the oversight given by those charged with governance of management's processes ~ » Other transactions during our audit which ,
over fraud. appeared unusual or outside the Authority's

normal course of business

/1 J0 /T abed

v v

v

» Considered the effectiveness of management'’s controls designed to address the risk of fraud.
» Determined an appropriate strategy to address those identified risks of fraud.

However, this work is subject to final review.
We will inform the Committee verbally should
any matters arise that we wish to bring to your
attention.

To address the residual risk of management override we:

» Tested the appropriateness of journal entries recorded in the general ledger and other
adjustments made in the preparation of the financial statements, for example using our journal
tool to focus our testing on specific journals such as those created at unusual times or by staff
members not usually involved in journal processing;

> Assessed key accounting estimates for evidence of management bias; and L __ Significant Risk |
» Evaluated the business rationale for significant unusual transactions

11



Areas of Audit Focus
Significant risk

Incorrect Capltallsatlon of The Authority, like other authorities, is under financial pressure to achieve budget and maintain reserve

revenge eXpend|ture balances above the minimum approved levels. Manipulating expenditure is a key way to achieve these
including Revenue targets.
Expenditure Funded from We consider the risk applies to capitalisation of revenue expenditure including Revenue Expenditure funded
Capital Under Statute from Cgpltal Under‘Statute ‘(RE_FCUS). Mapagement could manipulate revenue expenditure by.lnc'orrectly
REFCUS) * capltallsmg.expendlture WhIC.h isrevenue in natur‘e and should be charged tq the comprehgnswe income
( and expenditure account. This could result in a misstatement of cost of services reported in the
comprehensive income and expenditure statement.

o

Q

((% What judgements are we focused on? What are our conclusions?

= We focussed on whether capital expenditure and expenditure Our audit work did not identify any material issues or unusual transactions to

® accounted for as REFCUS had been correctly classified. indicate any misreporting of the Authority’s financial position through the

= inappropriate capitalisation of revenue expenditure.

i What did we do?

\l

N

As capital expenditure and REFCUS were material to the financial
statements, we undertook additional procedures to address the
specific risk we have identified.

This included:

» Testing samples of capital expenditure and Revenue
Expenditure Funded from Capital Under Statute to a higher
level to verify that revenue costs had not been inappropriately
capitalised.
» Identification of the controls the Authority has in place to
prevent incorrect capitalisation of revenue expenditure.
» Consideration of the effectiveness of management’s controls
designed to address the risk.
» Testing year end journals which move expenditure from | . Significant Risk|
revenue to capital. L '



Areas of Audit Focus
Significant risk

InVGStr_nent ProDerty The Authority's investment property portfolio is a material balance (£54.9m at 31 March 2020) disclosed
Valuations on the Authority's balance sheet.

The Royal Institution of Chartered Surveyors (RICS) issued guidance to valuers following the Covid-19
pandemic that there likely exists a material uncertainty surrounding property valuations in the 2019-20
period. This guidance followed uncertainties in the economic climate and the impact upon commercial
market rents. Such events may limit the valuer’s scope in determining reasonable estimates within the
valuation model of investment properties. This leads to a risk of material uncertainty in the valuations of

;? Investment Property within the Authority’s financial statements.
®
|_\
(o}
B et judgements e ve focusedonz
= The reasonableness of the methodologies adopted by the valuer in undertaking their valuations » Our work in response to this risk including the work
E in 2019/20 and of the key assumptions input into these valuations. In particular assets with by our valuations specialist (EY Real Estates) is
reference to fair value/market value. Additionally, we considered assets not revalued in the complete.
current year for the potential of material misstatement in valuation as of 31 March 2020. » We have not identified any material valuation
: differences.
+ We noted that the draft accounts did not disclose
» Considered the work performed by the Authority’s valuer, including the adequacy of the the material valuation uncertainty reported by the
scope of the work performed, their professional capabilities and the results of their work; Authority’s valuer in their valuation report. This
» Sample tested key asset information used by the valuers in performing their valuation (for will need to be updated in the final accounts and
example market rents and other market information). we are including a paragraph in the audit opinion to
» Engaged EY Real Estate as our internal specialists to review the valuations, assumptions and emphasise this disclosure.
conclusions reached by the external valuers in regard to investment properties and other » We also identified inadequacies in the Authority’s
assets valued using market information. We apply special consideration to any disclosures or arrangements for valuing its investment
disclaimers resulting from Covid-19. properties. We have included more details on page
» Test accounting entries have been correctly processed in the financial statements. 14.

» Consider the impact of any material uncertainty reported by the Authority’s valuersonour ...
audit report. |



Areas of Audit Focus

Other Land and Buildings valuations

Other Land and Buildings (OLB) represents a significant balance in the Authority's accounts (£58.3m at 31 March 2020) and is subject to valuation
changes, impairment reviews and depreciation charges. Material judgemental inputs and estimation techniques are required to calculate the year-end
balances held in the balance sheet.

As the Authority’s OLB are significant, and the outputs from its valuer are subject to estimation, there is a higher inherent risk because balances may be
under/overstated or the associated accounting entries incorrectly posted.
ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on the use of experts and assumptions underlying fair value estimates. We have:

» Considered the work performed by the Authority’s valuer, including the adequacy of the scope of the work performed, their professional capabilities
and the results of their work;

0> Sample tested key asset information used by the valuer in performing their valuation (e.g. floor plans to support valuations based on price/sq metre);
8 » Considered whether valuations are carried out with sufficient frequency to ensure that carrying values are not materially different from market value.
(@ » Considered if there are any specific changes to assets that have occurred and that these have been communicated to the valuer;

N*> Considered appropriateness of changes to useful economic lives as a result of the most recent valuation;

O, Tested accounting entries have been correctly processed in the financial statements; and

9.,> Considered the impact of any material uncertainty reported by the Authority's valuers on our audit report.

':] Findings and conclusions

14

Our work in this area is complete. We were required to input significantly more time than expected to complete procedures due largely to inadequacies in
the Authority's arrangements for valuing its other land and buildings (and investment properties). We identified inadequacies in respect of:

1. The timing of the valuation report to support the preparation of the accounts - the valuation report was only obtained by the Authority in the latter
stages of the accounts preparation timetable.

2. As aconsequence of issue 1, there was no management review of the valuation report. In preparing draft accounts the Authority is asserting
(amongst other things) that its assets are recognised at fair value. We identified several unexpected movements in the value of assets which we were
then required to challenge the Authority and its valuer to understand the rationale for the movements. We used other comparative information and
valuation indices to challenge the valuations, establish that assumptions were reasonable and confirm the unexpected movements. These audit
processes took significantly longer than anticipated.

3. The extent of clerical errors we identified in the valuer's workings - this required significant input to clarify information and understand the detail
within the valuation report. Whilst this additional time did not result in misstatements, because of item 2 above, the inputs were required to gain
assurance over the work of the valuer.

We also note that the draft accounts did not disclose the material valuation uncertainty reported by the Authority’s valuer in their valuation report. This
will need to be updated in the final accounts. Because the material uncertainty impacts a significant portion of the Authority's property assets, we will be
emphasising the updated disclosure in the audit opinion. This is subject to internal EY consultation.
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Areas of Audit Focus

Pension Liability Valuation

The Local Authority Accounting Code of Practice and IAS19 require the Authority to make extensive disclosures within its financial statements regarding
its membership of the Local Government Pension Scheme administered by Cambridgeshire County Council.

The Authority's pension fund deficit is a material estimated balance and the Code requires that this liability be disclosed on the Authority's balance sheet.
In the draft accounts at 31 March 2020 this totalled £65 million.

The information disclosed is based on the IAS 19 report issued to the Authority by the actuary to the County Council. Accounting for this scheme
involves significant estimation and judgement and therefore management engages an actuary to undertake the calculations on their behalf. ISAs (UK and
g Ireland) 500 and 540 require us to undertake procedures on the use of management experts and the assumptions underlying fair value estimates.

Q
(M For 2019/20 there may be an impact of Covid-19 on pension asset values as at 31 March 2020.

[

F We have:
o

—"» Liaised with the auditors of Cambridgeshire Pension Fund, to obtain assurances over the information supplied to the actuary in relation to
Huntingdonshire District Council;

v.T

» Assessed the work of the Pension Fund actuary (Hymans Robertson) including the assumptions they have used, by relying on the work of PWC -
Consulting Actuaries commissioned by the National Audit Office for all local government sector auditors, and considered relevant reviews by the EY
actuarial team; and

» Reviewed and tested the accounting entries and disclosures made within the Authority’s financial statements in relation to IAS19.

Findings and conclusions
Our work in this regard is complete but still subject to review.

» The Authority re-engaged its actuary to update pension asset values and the estimated impacts of the McCloud and Guaranteed Minimum Pension
(GMP) rulings on the pension liability. We expect the pension liability in the final accounts to increase by £673,000 as a result of this amendment.

» The Authority has considered the impact of the Goodwin ruling but deemed the estimated increase in the liability of approximately £130,000 to be
immaterial. This is shown as an uncorrected audit difference in Section 4.

We have no other matters to report to date.
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Areas of Audit Focus

E Other Areas of Audit Focus - Business Rates Appeals Provision

Billing Authorities such as Huntingdonshire District Council are required to account for NDR on a full accrual basis. This requires Billing Authorities to
consider establishing a provision under IAS 37 in respect of the potential adverse impact of successful appeals against valuations.

The appeals provision for Authority is materialin 2019/20 at £4.8 million. We therefore raised this other area of audit focus in our 2019/20 audit
planning report.

The calculation of the appeal provision is an estimation which requires management to make judgements around the potential future liability of the
Authority. This includes assessing the historic level of successful appeals and estimating the number of future claims and their value. We therefore deem
this to be a higher risk estimate due to its size and complexity.

Our approach has focused on:

» Reviewingthe Authority’'s methodology underpinning the provision for business rate appeals to ensure it has been calculated on a reasonable basis in
line with IAS 37;

» Ensuring the provision is supported by appropriate evidence and that the level of estimation uncertainty is adequately disclosed; and

» Reviewing the completeness of the provision.

10 gz abed

= Findings and conclusions

E We were satisfied with the reasonableness of the Authority's approach to determining the business rates appeals provision and our audit procedures
above have not identified any material differences in the financial statements.
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Areas of Audit Focus

I . .
Going concern disclosure

Covid-19 created a number of financial pressures throughout Local Government. For the Authority its other sources of income such as investment
income and car parking are being adversely impacted. There have been a number of media stories in both the national press and trade publications
raising the possibilities of an increase in Chief Financial Officers using their s114 powers. CIPFA’s Code of Practice on Local Authority Accounting in the
United Kingdom 2019/20 sets out that organisations that can only be discontinued under statutory prescription shall prepare their accounts on a going
concern basis.

However, International Auditing Standard 570 Going Concern, as applied by Practice Note 10: Audit of financial statements of public sector bodies in

the United Kingdom, still requires auditors to undertake sufficient and appropriate audit procedures to consider whether there is a material

uncertainty on going concern that requires reporting by management within the financial statements, and within the auditor’s report. We are
TUobliged to report on such matters within the section of our audit report ‘Conclusions relating to Going Concern’. To do this, the auditor must review
Q9 management’s assessment of the going concern basis applying IAS1 Presentation of Financial Statements. The auditor's report in respect of going
(D concern covers a 12-month period from the date of the report, therefore the Authority's assessment will also need to cover this period.

N
W Findings and conclusions

o
=~ Qur work in this regard is outstanding as we are yet to receive the Authority’'s updated going concern assessment. Once received we have received the
|:‘lAuthority's assessment we will consider the robustness of the assessment in light of:

N
» Current and developing environment;

» Liquidity (operational and funding);

» Mitigating factors;

» Management information and forecasting; and

» Sensitivities and stress testing.

Following our review of the assessment we will determine whether we need to add an emphasis of matter paragraph to our opinion drawing the readers
attention to the going concern disclosures made by the Authority.

We will update the Committee verbally should any matters arise from our review of the Authority's assessment that we wish to bring to you attention.

17



Areas of Audit Focus

Prior period adjustments (PPAs)

The Authority has identified a need to make two PPAs, both relating to the Collection Fund.

NNDR related

At the end of the prior year audit the Authority highlighted an uncertainty relating to National Non-Domestic Rates (NNDR) which MHCLG had identified
dating back to 2015/16. At that stage the Authority did not have sufficient information to quantify the impact on the accounts. During 2019/20 the
Finance Manager has worked through the issues and identified historic errors dating back to 2013/14 relating to NNDR and the treatment of Enterprise
Zone reliefs, small business reliefs and bad debt provisions. These errors impact the Collection Fund and other primary statements for 2019/20 and the
prior year comparators. The Finance Manager has provided the supporting working papers and we ae satisfied with the adjustments identified.

U Council tax related

QD |n the latter part of 2020, the Finance Manager identified another historic issue in relation to the Collection Fund, this time relating to Council Tax and
@ the treatment of the Ministry of Defence council tax payments in lieu. These errors were also historic, dating back to 2015/16, and also impact the

no Collection Fund and other primary statements for 2019/20 and the prior year comparators.

& We have yet to receive the Authority's supporting working papers to outline the adjustments being proposed.
o

—h
I Findings and conclusions

EWe have reviewed the Authority's working papers in support of the NNDR related PPA and are satisfied that the basis of making the PPA is appropriate.
We have discussed the Council tax related PPA with the Finance Manager and been provided with some working supporting working papers. We are
satisfied that a PPA is required but have yet to receive all the supporting working papers to consider the detailed adjustments being proposed.

We will complete our review of the PPAs on receipt of all the supporting working papers and assessing the final accounts to ensure that the PPA
adjustments are appropriately reflected.
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Audit Report
Draft audit report

This is an example report - our audit report will not be completed and issued until the work and internal consultation on opinion is complete.

Our opinion on the financial statements

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF Huntingdonshire
District COUNCIL

Opinion

We have audited the financial statements of Huntingdonshire District Council
for the year ended 31 March 2020 under the Local Audit and Accountability
Act 2014. The financial statements comprise the:

» Movement in Reserves Statement;
» Comprehensive Income and Expenditure Statement;

» Balance Sheet;

/T J0 92 abed

» Cash Flow Statement;
» Notes 1 to 40 to the main financial statements; and
» Collection Fund Statement and notes 1 to 4.

The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20.

In our opinion the financial statements:

» give a true and fair view of the financial position of Huntingdonshire District
Council as at 31 March 2020 and of its expenditure and income for the year
then ended; and

» have been prepared properly in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing
(UK) (ISAs (UK)) and applicable law. Our responsibilities under those standards
are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report below. We are independent of the authority in
accordance with the ethical requirements that are relevant to our audit of the
financial statementsin the UK, including the FRC's Ethical Standard and the
Comptroller and Auditor General's (C&AG) AGNO1, and we have fulfilled our
other ethical responsibilitiesin accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Emphasis of matter - Property, Plant and Equipment and Investment Property
valuation

We draw attention to Note 4 - Assumptions Made About the Future and Other
Major Sources of Estimation Uncertainty, Note 14 - Property, Plant and
Equipment and Note 15 - Investment Properties of the statement of accounts,
which describes the valuation uncertainty the Authority is facing as a result of the
Covid-19 pandemic in relation to specific property valuations. Our opinion is not
modified in respect of this matter.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which
the ISAs (UK) require us to report to you where:

» the Finance Manager’s use of the going concern basis of accountingin the
preparation of the financial statements is not appropriate; or

» the Finance Manager's has not disclosed in the financial statements any
identified material uncertainties that may cast significant doubt about the
Authority’s ability to continue to adopt the going concern basis of accounting for
a period of at least twelve months from the date when the financial statements
are authorised for issue.
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Audit Report
Draft audit report

This is an example report - our audit report will not be completed and issued until the work and internal consultation on opinion is complete.

Our opinion on the financial statements

Other information

The other information comprises the information included in the Statement of
Accounts 2019/20, other than the financial statements and our auditor's
report thereon. The Finance Manager is responsible for the other information.
Our opinion on the financial statements does not cover the other information
and, except to the extent otherwise explicitly stated in this report, we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such materialinconsistencies or apparent material
misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that
there is a material misstatement of the other information, we are required to
report that fact. We have nothing to report in this regard.

Opinion on other matters prescribed by the Local Audit and Accountability
Act 2014

Arrangements to secure economy, efficiency and effectiveness in the use of
resources

Basis for Qualified Conclusion
Internal audit provision

Between January and March 2020 the Authority did not have in place an
effective internal audit service due to a combination of staff retirement,
sickness absence and the Authority's decision to redeploy internal staff onto
Covid-19 related activities. As a result, the Authority did not have in place for
the full financial year the proper arrangements an effective internal audit
service to evaluate the effectiveness of its risk management, control and
governance processes.

v/T J0 /2 abed

This issue is evidence of a weakness in proper arrangements for making informed
decisions through maintaining an effective system of internal control.

Qualified conclusion [except for]

In our opinion, based on the work undertaken in the course of the audit, having
regard to the guidance issued by the Comptroller and Auditor General (C&AG) in
April 2020, with the exception of the matter reported in the basis for qualified
conclusion paragraph above, we are satisfied that, in all significant respects,
Huntingdonshire District Council put in place proper arrangements to secure
economy, efficiency and effectivenessin its use of resources for the year ended
31 March 2020.

Matters on which we report by exception
We report to you if:

» in our opinion the annual governance statement is misleading or inconsistent
with other information forthcoming from the audit or our knowledge of the
Council;

» we issue a report in the public interest under section 24 of the Local Audit and
Accountability Act 2014;

» we make written recommendations to the audited body under Section 24 of the
Local Audit and Accountability Act 2014;

» we make an application to the court for a declaration that an item of account is
contrary to law under Section 28 of the Local Audit and Accountability Act 2014;

» we issue an advisory notice under Section 29 of the Local Audit and
Accountability Act 2014; or

» we make an application for judicial review under Section 31 of the Local Audit
and Accountability Act 2014.

We have nothing to report in these respects.
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Audit Report

Draft audit report
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This is an example report - our audit report will not be completed and issued until the work and internal consultation on opinion is complete.

Our opinion on the financial statements

Responsibility of the Finance Manager

As explained more fully in the Statement of the Responsibilities set out on page
xiii, the Finance Manager is responsible for the preparation of the Statement of
Accounts, which includes the financial statements, in accordance with proper
practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20, and for being satisfied that they
give a true and fair view.

In preparing the financial statements, the Finance Manager is responsible for
assessing the Authority’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the Authority either intends to cease operations, or have
no realistic alternative but to do so.

The Authority is responsible for putting in place proper arrangements to secure
economy, efficiency and effectivenessin its use of resources, to ensure proper
stewardship and governance, and to review reqularly the adequacy and
effectiveness of these arrangements.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assuranceis a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial
statementsis located on the Financial Reporting Council’s website at
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of
our auditor's report.

Scope of the review of arrangements for securing economy, efficiency and
effectiveness in the use of resources

We have undertaken our review in accordance with the Code of Audit Practice,
having regard to the guidance on the specified criterion issued by the Comptroller
and Auditor General (C&AG) in April 2020, as to whether Huntingdonshire District
Council had proper arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people. The Comptroller and Auditor General determined this
criterion as that necessary for us to consider under the Code of Audit Practicein
satisfying ourselves whether Huntingdonshire District Council put in place proper
arrangements for securing economy, efficiency and effectivenessin its use of
resources for the year ended 31 March 2020.

We planned our work in accordance with the Code of Audit Practice. Based on our
risk assessment, we undertook such work as we considered necessary to form a
view on whether, in all significant respects, Huntingdonshire District Council had
put in place proper arrangements to secure economy, efficiency and
effectivenessin its use of resources.

We are required under Section 20(1)(c) of the Local Audit and Accountability Act
2014 to satisfy ourselves that the Authority has made proper arrangements for
securing economy, efficiency and effectivenessin its use of resources. The Code
of Audit Practice issued by the National Audit Office (NAO) requires us to report
to you our conclusion relating to proper arrangements.
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Audit Report
Draft audit report

This is an example report - our audit report will not be completed and issued until the work and internal consultation on opinion is complete.

Our opinion on the financial statements

We report if significant matters have come to our attention which prevent us
from concluding that the Authority has put in place proper arrangements for
securing economy, efficiency and effectivenessin its use of resources. We are
not required to consider, nor have we considered, whether all aspects of the
Authority’s arrangements for securing economy, efficiency and effectivenessin
its use of resources are operating effectively.

Certificate

We certify that we have completed the audit of the accounts of
Huntingdonshire District Council in accordance with the requirements of the
Local Audit and Accountability Act 2014 and the Code of Audit Practice issued
by the National Audit Office.

/T J0 62 abed

Use of our report

This report is made solely to the members of Huntingdonshire District Council,
as a body, in accordance with Part 5 of the Local Audit and Accountability Act
2014 and for no other purpose, as set out in paragraph 43 of the Statement of
Responsibilities of Auditors and Audited Bodies published by Public Sector Audit
Appointments Limited. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the Authority and the Authority’'s
members as a body, for our audit work, for this report, or for the opinions we
have formed.

Suresh Patel (Key Audit Partner)
Ernst & Young LLP (Local Auditor)
Cambridge

Date
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+/ Audit Differences
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In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the
disclosures and amounts actually recorded. These differences are classified as "known" or “judgemental”. Known differences represent items that can be

accurately guantified and relate to a definite set of facts or circumstances. Judgemental differences generally involve estimation and relate to facts or
circumstances that are uncertain or open to interpretation.

We have included the significant audit differences that the Authority has adjusted for on page 6.

Summary of unadjusted differences

In addition we highlight the following misstatements to the financial statements and/or disclosures which were not corrected by management. We
request that these uncorrected misstatements be corrected or a rationale as to why they are not corrected be considered and approved by the Corporate
Governance Committee and provided within the Letter of Representation:

(L:Jgﬁcr:gli'lected misstatements o e Salance Sheet
31 March 2020 % 7 current period: (Decrease)/Increase

Comprehensive

income and| Assets current Assets non Liabilities| Liabilities non-
expenditure Debit/| current Debit/| current Debit/| current Debit/
statement (Credit) (Credit)
Debit/(Credit)

Historic differences in the cash and bank reconciliation 256 (256)

Estimated difference on the value of investment properties (123) 123

Impact of Goodwin on defined benefit pension liability 130 (130)
Total uncorrected audit differences 263 (256) 123 (130)

Management have determined not to amend the statements for these audit differences on the basis of materiality.
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g Value for Money
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S

Background

We are required to consider whether the Authority has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of
resources. This is known as our value for money (VFM) conclusion.

For 2019/20 this is based on the overall evaluation criterion:

“In all significant respects, the audited body had proper arrangements to ensure it took properly informed decisions and deployed resources to achieve
planned and sustainable outcomes for taxpayers and local people”

Proper arrangements are defined by statutory quidance issued by the National Audit Office (NAO). They comprise your arrangements to:

»Take informed decisions;
=Deploy resources in a sustainable manner; and
o =Work with partners and other third parties.
Q |n considering your proper arrangements, we will draw on the requirements of the CIPFA/SOLACE framework for local government to ensure that our
% assessment is made against a framework that you are already required to have in place and to report on through documents such as your annual
o governance statement.
w

Q Impact of covid-19 on our VFM assessment

n 16 April 2020 the NAO published an update to auditor guidance in relation to the 2019/20 VFM assessment in the light of Covid-19. This clarified that
INn undertaking the 2019/20 VFM assessment auditors should consider local authorities responses to Covid-19 only as far as it relates to the 2019-20
financial year and only where clear evidence comes to the auditor’s attention of a significant failure in arrangements as a result of Covid-19 during the
financial year, would it be appropriate to recognise a significant risk in relation to the 2019-20 VFM arrangements conclusion.

Subject to Manager and Associate Partner review, we have identified no such evidence for the Authority and therefore identified no significant VFM risk
associated to Covid-19.

Overall conclusion

In the Outline Audit Plan drafted in June 2020, we reported that we did not identify any significant risks around the VFM criteria.

However, soon after drafting the report the Authority informed us of the gap in the provision of internal audit during the final quarter of the 2019/20
financial year. We gave a verbal update to the July 2020 Corporate Governance Committee that the gap in internal audit provision represented a
weakness in VFM arrangements. We outline on page 29 our consideration of this issue and its impact on the overall VFM conclusion.

In summary, we are issuing a qualified VFM conclusion on the basis that the Authority had in place for 2019/20 the expected arrangements to secure
economy, efficiency and effectiveness in your use of resources except for the proper arrangements for making informed decisions through maintaining
an effective system of internal control due to the gap in the provision of internal audit for the final quarter of 2019/20.

We include the except for qualification in the audit report at Section 3.
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g Value for Money
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Value for Money Risks

We are only required to determine whether there are any risks that we consider significant within the Code of Audit Practice, where risk is defined as:
“A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that the matter would be of interest to the audited body or the wider public”

Our risk assessment supports the planning of enough work to deliver a safe conclusion on your arrangements to secure value for money, and enables us to determine the
nature and extent of any further work needed. If we do not identify a significant risk we do not need to carry out further work.

The table below presents the findings of our work in response to the risks areas in our Audit Planning Report.

What arrangements

. . e

What is the significant value for money risk? did the risk affect?

Impact of a gap in internal audit provision on an effective system of internal control Taking informed
decisions

0 In June 2020 the Authority informed us that due largely to the sickness absence of a member of the internal audit team there
Q was a gap in the provision of internal audit since December 2019. This was compounded from mid to late March as the other
@ internal audit team members were redeployed by the Authority on essential Covid-19 related activities.

O Under the Accounts and Audit Regulations 2015, the Authority is required to undertake an effective internal audit to evaluate
the effectiveness of its risk management, control and governance processes. An effective internal audit service is required to
: enable the Authority to make informed decisions through maintaining an effective system of internal control.

\l
N
Findings and conclusions

The draft Annual Governance Statement (draft) did not reflect the gap in the provision of an effective internal audit service. The draft AGS also did not
include a Head of Internal Audit (HOIA) opinion, due to the gap in internal audit provision.

Following audit flagging the issue in June 2020, the Finance Manager appointed an interim Head of Internal Audit who then completed a HOIA opinion for
2019/20 (adequate assurance) which is reflected in a revised AGS.

The revised AGS also refers to the gap in internal audit provision.

As a result of the gap in internal audit provision, for 2019/20 there has been a weakness in the arrangements the Authority has had in place to secure

economy, efficiency and effectiveness in the use of resources in respect of the proper arrangements for making informed decisions through maintaining
an effective system of internal control due. We reflect this as an 'except for' VFM conclusion in the audit report in Section 3.
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{Qc""{\g Other reporting issues

Consistency of other information published with the financial statements, including the Annual Governance Statement

We must give an opinion on the consistency of the financial and non-financial information in the Statement of Accounts 2019/20 with the audited
financial statements. We must also review the Annual Governance Statement for completeness of disclosures, consistency with other information from
our work, and whether it complies with relevant guidance.

We did not identify any inconsistencies between the narrative report (front end of the statements) and the financial statements. We will verbally update
the Committee should any matters arise from our review of the revised statements.

We reviewed the draft version of the Annual Governance Statement and identified some issues with compliance with CIPFA requirements and shared
details with the Authority. We have yet to see the amended Annual Governance Statement to review for completeness. We include a recommendation
in Section 7 to ensure that the AGS is drafted in compliance with the CIPFA requirements.

-y We will provide the Committee with a verbal update.

Whole of Government Accounts

QO
«Q
K Whote of Government Accownts

(o))
o

Alongside our work on the financial statements, we also review and report to the National Audit Office on your Whole of Government Accounts return.
—h The extent of our review, and the nature of our report, is specified by the National Audit Office. The Authority is below the threshold for requiring
 audit procedures on its WGA submission.

v/

We have no issues to raise.

Other powers and duties

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the
course of the audit, either for the Authority to consider it or to bring it to the attention of the public (i.e. “a report in the public interest™). We also have
a duty to make written recommendations to the Authority, copied to the Secretary of State, and take action in accordance with our responsibilities
under the Local Audit and Accountability Act 2014.

We have had no reason to exercise these duties.
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%) Assessment of Control Environment

Financial controls

It is the responsibility of the Authority to develop and implement systems of internal financial control and to put in place proper arrangements to monitor
their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Authority has put adequate arrangements in
place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.

As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the nature,
timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of controls.

Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you significant
deficiencies in internal control.

We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in your
financial statements of which you are not aware.

o
Q We considered whether circumstances arising from Covid-19 resulted in a change to the overall control environment of effectiveness of internal

Q controls, for example due to significant staff absence or limitations as a result of working remotely. We identified no issues which we wish to bring to
oo Your attention.

OOO We have identified scope for improvements in three areas of accounts preparation:

—h

= Asset valuations

I As outlined on page 14, the Authority's process for the valuation of its investment properties and other land and buildings did not include management
review of the valuation report and did not provide the Authority with timely and good quality information.
Recommendation: The Authority should consider the processes it currently employs to support the valuation of its investment properties and other land
and buildings.

Related party disclosures and Member/Officer returns

As outlined on page 9, we identified that the Authority had not obtained all the returns from Members and Officers to supports its assertion that the
related party disclosures were complete and accurate.

Recommendation: The Authority should ensure it obtains all responses to all its requests to Members and Officers for declarations of interests.

Errors in exit packages and officer remuneration disclosure notes

As outlined on page 6, we identified errors in the two disclosure notes relating to exit packages and officer remuneration - two sensitive disclosures.
Recommendation: The Authority should introduce improve quality assurance processes to ensure the accuracy and completeness of these two sensitive
disclosures before completing and publishing the draft accounts.
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g9 Independence

Confirmation

We confirm there are no changes in our assessment of independence since our confirmation in our Outline Audit Plan dated 2 June 2020.
We complied with the APB Ethical Standards. In our professional judgement the firm is independent and the objectivity of the audit engagement partner
and audit staff has not been compromised within the meaning of regulatory and professional requirements.

We consider that our independence in this context is a matter which you should review, as well as us. It is important that you and your Corporate
Governance Committee consider the facts known to you and come to a view. If you would like to discuss any matters concerning our independence, we
will be pleased to do this at the meeting of the Corporate Governance Committee on 27 January 2021.

We confirm we have not undertaken any non-audit work outside the NAO Code requirements in relation to our work.
o

Q
®Relationships, services and related threats and safeqguards
N
O The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and your Authority, senior management and
9., its affiliates, including all services provided by us and our network to your Authority, senior management and its affiliates, and other services provided
= to other known connected parties that we consider may reasonably be thought to bear on the our integrity or objectivity, including those that could
~ compromise independence and the related safeguards that are in place and why they address the threats.
There are no relationships from 1 April 2019 to the date of this report, which we consider may reasonably be thought to bear on our independence and
objectivity.

Services provided by Ernst & Young

The table overleaf includes a summary of the fees that you have paid to us in the year ended 31 March 2020 in line with the disclosures set out in FRC
Ethical Standard and in statute.

As at the date of this report, there are no future services which have been contracted and no written proposal to provide non-audit services has been
submitted.
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Fee analysis

As part of our reporting on our independence, we set out below a summary of the fees paid for the year ended 31 March 2020.

We have included the fees paid by the Authority in engaging us as a reporting accountant on DWP’s the housing benefits assurance programme. We have
adopted the necessary safeqguards in completing this work and complied with Auditor Guidance Note 1 issued by the NAO.

In our Outline Audit Plan and subsequent reporting to the Corporate Governance Committee, we have communicated our proposal to increase the scale
fee for 2019/20. This proposal is currently being considered by PSAA as part of their national consideration of EY's fee proposals. The table below does
not reflect those proposals.

All fees exclude VAT Final fee Planned fee | Scale fee Final Fee Notes: We will quantify our final fees on
2019/20 2019/20 2019/20 | 2018/19 conclusion of the audit, provide supporting
Finance Manager and then approval by PSAA.

o
QO
% Code work - scale fee 40,024 40,024 40,024 44,068 1. We haveincurred a significant level of
B overruns due to the protracted nature of
= the audit and weaknesses in some
Q * Impact of 50% performance 12 500 accounts preparation arrangements.
~  Mmateriality ' 2. We will be carrying out additional work to
E « New General Ledger = = = 17,450 review,'as’sess.and challenge the

+ Involvement of EY Real Estates 4900  2,000-5,000 - 2,500 Authority’s going concern assessment and

associated disclosure.

+ Additional audit overruns and delays TBC i i 3100 3. We have had to audit the Authority’s two
(Note 1) ' (originally one) PPAs.
- Going concern disclosure (Note 2) TBC . . . 4. To ensure that we are giving the right
o assurance to the Authority, EY have
* Auditing the PPAs (Note 3) TBC 1,000-2,000 instigated a consultation process involving
* EY consultations on auditor report TBC TBC ) ) the Firm’s Professional Practice
(Note 4) Directorate. This includes out additional
. . e work in response to the material
VFM conclusion qualification (note 5) TBC uncertainty reported by the Authority’s
Total audit TBC TBC 40,992 76,542 valuer on investment property and OLB
Housina Benefit Aareed Upon valuations. This has led to an emphasis of
Proced%res g P TBC 12,400 0 23,900 matter paragraph in the audit report.
5. We have had to respond to the VFM
Total other non-audit services TBC 12,400 N/A 23,900 conclusion weakness and issue an except
Total fees TBC - 40,992 100,442 for qualification.
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New UK Independence Standards

The Financial Reporting Council (FRC) published the Revised Ethical Standard 2019 in December and it will apply to accounting periods starting on or after
15 March 2020. A key change in the new Ethical Standard will be a general prohibition on the provision of non-audit services by the auditor (and its
network) which will apply to UK Public Interest Entities (PIEsS). A narrow list of permitted services will continue to be allowed.

Summary of key changes

v/ T J0 2 abed

Extraterritorial application of the FRC Ethical Standard to UK PIE and its worldwide affiliates

A general prohibition on the provision of non-audit services by the auditor (or its network) to a UK PIE, its UK parent and worldwide subsidiaries
A narrow list of permitted services where closely related to the audit and/or required by law or regulation
Absolute prohibition on the following relationships applicable to UK PIE and its affiliates including material significant investees/investors:

« Tax advocacy services - Remuneration advisory services - Internal audit services - Secondment/loan staff arrangements
An absolute prohibition on contingent fees.
Requirement to meet the higher standard for business relationshipsi.e. business relationships between the audit firm and the audit client will only be
permitted if it is inconsequential.
Permitted services required by law or regulation will not be subject to the 70% fee cap.
Grandfathering will apply for otherwise prohibited non-audit services that are open at 15 March 2020 such that the engagement may continue until
completed in accordance with the original engagement terms.
A requirement for the auditor to notify the Audit Committee where the audit fee might compromise perceived independence and the appropriate
safequards.
A requirement to report to the audit committee details of any breaches of the Ethical Standard and any actions taken by the firm to address any
threats to independence. A requirement for non-network component firm whose work is used in the group audit engagement to comply with the same
independence standard as the group auditor. Our current understanding is that the requirement to follow UK independence rules is limited to the
component firm issuing the audit report and not to its network. This is subject to clarification with the FRC.

We do not provide any non-audit services which would be prohibited under the new standard.

Other communications

EY Transparency Report 2020

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity,
independence and integrity are maintained. Details of the key policies and processes in place within EY for maintaining objectivity and independence can
be found in our annual Transparency Report which the firm is required to publish by law. The most recent version of this Report is for the year end 30
June 2020: https://assets.ey.com/content/dam/ey-sites/ey-com/en_uk/about-us/transparency-report-2020/ey-uk-2020-transparency-report.pdf
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Required communications with the Corporate Governance
Committee

There are certain communications that we must provide to the Audit Committees of UK clients. We have detailed these here together with a reference of when and where
they were covered:

Our Reporting to you

Required communications |i What is reported? 9 eilinE Ed s
O Terms of engagement Confirmation by the Corporate Governance Committee of acceptance of terms of The statement of responsibilities serves as the
8 engagement as written in the engagement letter signed by both parties. formal terms of engagement between the
o)) PSAA’s appointed auditors and audited bodies
N
o Our responsibilities Reminder of our responsibilities as set out in the engagement letter. Outline Audit Plan - June 2020
—'5
= Planning and audit Communication of the planned scope and timing of the audit, any limitations and the Outline Audit Plan - June 2020
Eapproach significant risks identified.
Significant findings » Our view about the significant qualitative aspects of accounting practices including Audit Results Report - January 2021
from the audit accounting policies, accounting estimates and financial statement disclosures
» Significant difficulties, if any, encountered during the audit
» Significant matters, if any, arising from the audit that were discussed with management
» Written representations that we are seeking
» Expected modifications to the audit report
| 2

Other matters if any, significant to the oversight of the financial reporting process
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Going concern

Our Reporting to you

Required communications |i What is reported? 9 When and where
Events or conditions identified that may cast significant doubt on the entity’'s ability No conditions or events were identified, either
to continue as a going concern, including: individually or together to raise any doubt
» Whether the events or conditions constitute a material uncertainty about Huntingdonshire District Council’s
» Whether the use of the going concern assumption is appropriate in the preparation ability to continue for the 12 months from the

Misstatements

Gy abed

O Subsequent events
—

I

~Fraud
N

and presentation of the financial statements date of our report
The adequacy of related disclosures in the financial statements

Uncorrected misstatements and their effect on our audit opinion Audit Results Report - January 2021
The effect of uncorrected misstatements related to prior periods

A request that any uncorrected misstatement be corrected

Material misstatements corrected by management

Enquiry of the Corporate Governance Committee where appropriate regarding whether
any subsequent events have occurred that might affect the financial statements.

Enquiries of the Corporate Governance Committee to determine whether they have Audit Results Report - January 2021
knowledge of any actual, suspected or alleged fraud affecting the Authority

Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist

Unless all of those charged with governance are involved in managing the Authority, any
identified or suspected fraud involving:

a. Management;
b. Employees who have significant roles in internal control; or
c. Otherswhere the fraud results in a material misstatement in the financial statements.

The nature, timing and extent of audit procedures necessary to complete the audit when
fraud involving management is suspected

Any other matters related to fraud, relevant to Corporate Governance Committee
responsibility.
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Our Reporting to you

Required communications |i What is reported? 9 When and where
Related parties Significant matters arising during the audit in connection with the Authority’s related Audit Results Report - January 2021

parties including, when applicable:

» Non-disclosure by management

Inappropriate authorisation and approval of transactions
Disagreement over disclosures

Non-compliance with laws and regulations

Difficulty in identifying the party that ultimately controls the Authority

>
>
>
>

Independence Communication of all significant facts and matters that bear on EY's, and all individuals Outline Audit Plan - June 2020 and
involved in the audit, objectivity and independence. Audit Results Report - January 2021

Communication of key elements of the audit engagement partner’s consideration of
independence and objectivity such as:

» The principal threats
» Safequards adopted and their effectiveness
» An overall assessment of threats and safeguards

» Information about the general policies and process within the firm to maintain objectivity
and independence

Communications whenever significant judgments are made about threats to objectivity and
independence and the appropriateness of safequards put in place.

For public interest entities and listed companies, communication of minimum requirements
as detailed in the FRC Revised Ethical Standard 2019:

» Relationships between EY, the company and senior management, its affiliates and its
connected parties

» Services provided by EY that may reasonably bear on the auditors’ objectivity and
independence

» Relatedsafequards

» Feescharged by EY analysedinto appropriate categories such as statutory audit fees,
tax advisory fees, other non-audit service fees

» A statement of compliance with the Ethical Standard, including any non-EY firms or
external experts used in the audit

/T 0 9f abed
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—h

Required communications |i What is reported?

External confirmations

Consideration of laws

~J2and regulations

IS

Significant deficienciesin
internal controls identified
during the audit

>

Details of any inconsistencies between the Ethical Standard and Group's policy for the
provision of non-audit services, and any apparent breach of that policy

Details of any contingent fee arrangements for non-audit services

Where EY has determined it is appropriate to apply more restrictive rules than permitted
under the Ethical Standard

The Corporate Governance Committee should also be provided an opportunity to discuss
matters affecting auditor independence

Management's refusal for us to request confirmations
Inability to obtain relevant and reliable audit evidence from other procedures.

Subject to compliance with applicable requlations, matters involving identified or
suspected non-compliance with laws and regulations, other than those which are clearly
inconsequential and the implications thereof. Instances of suspected non-compliance
may also include those that are brought to our attention that are expected to occur
imminently or for which there is reason to believe that they may occur

Enquiry of the Corporate Governance Committee into possible instances of non-
compliance with laws and regulations that may have a material effect on the financial
statements and that the Corporate Governance Committee may be aware of.

Significant deficiencies in internal controls identified during the audit.

Our Reporting to you

9 When and where

We have received all requested confirmations

We have asked management and those
charged with governance. We have not
identified any material instances or non-
compliance with laws and regulations

Audit Results Report - January 2021
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Group Audits

>

Our Reporting to you

Required communications |i What is reported? 9 When and where
An overview of the type of work to be performed on the financialinformation of the Outline Audit Plan - June 2020 and
components Audit Results Report - January 2021

Written representations
=hwe arerequesting from

= management and/or those
Echarged with governance

0 g abed

Material inconsistencies or
misstatements of fact
identified in other
information which
management has refused
torevise

Auditors report

Fee Reporting

v

An overview of the nature of the group audit team’'s planned involvement in the work to
be performed by the component auditors on the financial information of significant
components

Instances where the group audit team's evaluation of the work of a component auditor
gave rise to a concern about the quality of that auditor's work

Any limitations on the group audit, for example, where the group engagement team'’s
access to information may have been restricted

Fraud or suspected fraud involving group management, component management,
employees who have significant roles in group-wide controls or others where the fraud
resulted in a material misstatement of the group financial statements.

Written representations we are requesting from management and/or those charged with  Audit Results Report - January 2021
governance

Material inconsistencies or misstatements of fact identified in other information which Audit Results Report - January 2021
management has refused to revise

Any circumstances identified that affect the form and content of our auditor's report Audit Results Report - January 2021
Breakdown of fee information when the audit planning report is agreed Outline Audit Plan - June 2020 and
Breakdown of fee information at the completion of the audit Audit Results Report - January 2021

Any non-audit work
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EY | Assurance | Tax | Transactions | Consultancy

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

© 2020 EYGM Limited.
All Rights Reserved.
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This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, or other professional advice. Please refer
to your advisors for specific advice.
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Huntingdonshire District Council

Annual Governance Statement 2019/20

Scope of Responsibilities

Huntingdonshire District Council (the Council) is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is safeguarded and properly accounted
for and provides value for money. The Council also has a duty under the Local Government Act 1999 to make
arrangements to secure continuous improvement in the way in which its functions are exercised, having regard
to a combination of economy, efficiency and effectiveness. That duty has grown in importance with the
reduction in resources being made available for Local Authorities as part of the Government’s on-going
austerity programme.

In discharging this overall responsibility, the Council is responsible for putting in place proper arrangements for
the governance of its affairs, which include the arrangements for the management of risk, whilst facilitating the
effective exercise of its functions.

The Council has established governance arrangements which are consistent with the seven principles of the
Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society of Local Authority Chief
Executives (SOLACE) Framework — Delivering Good Governance in Local Government. It has adopted a Local
Code of Corporate Governance. The Annual Governance Statement sets out how the Council has complied
with the Code and also meets with the regulation 4(2) of the Accounts and Audit Regulations 2015.

The Council meets the requirements of Regulation 6(1) b of the Accounts and Audit (England) Regulations
2015 in relation to the preparation and publication of an annual governance statement. It is subject to review
by the Audit Committee when they consider both the draft and final Statements of Account and is approved by
the Audit Committee in advance of them agreeing the Statement of Accounts.

The Council’s financial management arrangements are consistent with the governance requirements of the
Statement on the Role of the Chief Financial Officer in Local Government (2010). The principles being that the
Chief Financial Officer:

Is actively involved and is able to bring influence on the Authority’s financial strategy;
Leads the whole Council in the delivery of good financial management;

Directs a fit for purpose finance function;

Is professionally qualified and suitably experienced;

Is a key member of the Corporate Management Team.

The issues identified as a significant governance issue and the progress made by management throughout the
future financial year 2020 / 2021 to address these issues will be reported regularly to the Audit Committee with
an assessment made in reducing the risk as part of their governance role within the Council.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, culture and values by which the Council is
directed and controlled and its activities through which it accounts to, engages with and leads its communities.
It enables the authority to monitor the achievement of its strategic objectives and to consider whether those
objectives have led to the delivery of appropriate services and value for money. It also enables the Council to
demonstrate to the public that it has effective stewardship of the public funds it is entrusted to spend.

The system of internal control is a significant part of that framework and is designed to manage risk to a
reasonable level consistent with the risk appetite of the Council. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise
the risks to the achievement of the Council’s policies, aims and objectives, to evaluate the likelihood and
potential impact of those risks being realised, and to manage them efficiently, effectively and economically.

The governance framework has been in place at the Council for the year ended 31 March 2020 and up to the
date of approval of the statement of accounts.

The Governance Framework

The Council’s strategic vision and corporate priorities are set out in the Corporate Plan 2018 - 2022. The control
environment encompasses the strategies, policies, plans, procedures, processes, structures, attitudes, and
behaviours required to deliver good governance to all.
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What is Governance?

Governance generally refers to the arrangements put in place to ensure that the intended outcomes are
defined and achieved.

The Council approved a new local Code of Corporate Governance in July 2016. It is consistent with the
seven principles set out in ‘proper practice’ for the public sector, namely ‘Delivering Good Governance in
Local Government: Framework’ published by CIPFA/SOLACE!.

The Council aims to achieve good standards of governance by:

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

Ensuring openness and comprehensive stakeholder engagement.

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

Determining the interventions necessary to optimise the achievement of the intended outcomes.
Developing its capacity, including the capability of its leadership and the individuals within it.

Managing risks and performance through robust internal control and strong public financial management.
Implementing good practices in transparency, reporting, and audit to deliver effective accountability.

NoabhownN

The overall aim of the local Code of Corporate Governance is to ensure that:
e resources are directed in accordance with agreed policy and according to priorities.
e there is sound and inclusive decision making.
e there is clear accountability for the use of those resources in order to achieve desired outcomes for
service users and communities.

Underpinning the Code is the Council’s commitment to equality of opportunity in its approach to policymaking,
service delivery and employment.

How do we know our arrangements are working?

This statement builds upon those of previous years. Many of the key governance mechanisms remain in place
and are referred to in previous statements which are available on the Council’s website. The local Code of
Corporate Governance (as at May 2018) is also available on the website and describes in more detail the
governance processes in place.

The review of effectiveness was informed by the work of the Senior Management Team, who are responsibility

for the development and maintenance of the governance environment, the Internal Audit & Risk Manager’s
annual report and comments made by the external auditors.

Governance Framework

Assurance required upon Sources of Assurance Assurances received

e Delivery of Corporate Plan e Constitution (incl. statutory e Regular performance and
priorities officers, scheme of delegation, financial reporting

e Services are delivered financial management and e Annual financial report
economically, efficiently & procurement rules) e External audit reports
effectively e Council, Cabinet, Committees and e Internal audit reports

e Management of risk Panels e Officer management groups

e Financial planning and  Corporate and service plans e On-going review of governance
performance e Shared service joint committee e External reviews and inspectorate

o Effectiveness of internal controls e Policy framework reports

e Community engagement & public e Risk management framework e Customer feedback
accountability e Project management methodology e Peer reviews

e Shared service governance e Financial Performance Monitoring e Council’s democratic

¢ Project management & project Suite arrangements incl. scrutiny
delivery e Medium Term Financial Strategy reviews and the ‘audit’ committee

e Procurement processes e Customer Service Strategy o Corporate Governance

¢ Roles & responsibilities of e Consultation and Engagement Committee annual report
Members & Officers Strategy e Staff surveys

e Standards of conduct & behaviour
e Training and development of

Complaints system e Community consultations
Head of Paid Service, Monitoring

Members & Officers Officer and S151 Officer

e Compliance with laws & e HR policies & procedures
regulations, internal policies & e Whistleblowing & other countering
procedures fraud arrangements

e Staff and Member training

1 The Chartered Institute of Public Finance & Accountancy (CIPFA) & Society of Local Authority Chief Executives & Senior Managers (SOLACE).
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e Codes of conduct

e Corporate/Senior Management
Team

¢ Independent external sources

e Regular monitoring of outcome
measures

¢ Monitoring of economic indicators
& associated financial receipts

e Effective joint working
arrangements

Governance impacts

Whilst traditionally this Statement has contained issues for which the Council is wholly responsible. It became
clear that there were also a number of overarching external issues that were regularly informing and influencing
the budget, performance and service delivery discussions the control and direct influence over which at both
Member and Officer level lay outside of the Council. Consequently, an inward only looking Statement did not
feel adequate to address all the risks that are faced by the Council which may have the potential impact to the
authority and the achievement of its objectives.

Six themes were identified as part of this review to reflect a more strategic outlook. These Six themes have
been chosen as representing our best view of the risks that challenge our financial stability and ability to deliver
on our objectives. As the needs of our communities and decisions of our partners directly impact on our
resource and demand profiles. However, they have been joined by a sixth issue, that of the environment and
our collective responsibility to ensure that our actions and behaviours do not cause irreversible harm.

Progress made across the themes in 2019/20 is outlined in the Statement together with the actions planned for
2020/21. The impacts of Covid-19 experienced in 2020/21 have accentuated the significance of the themes in
this AGS, presenting the consequences of some of the previous identified system risks, and additional activity
has been undertaken to further meet these challenges and mitigate the long term impacts on our communities,
Huntingdonshire as a place and its economy.

Review of Effectiveness

The Council has responsibility for conducting, at least annually, a review of the effectiveness of its governance
framework including the system of internal control. The review of effectiveness is informed by the work of the
Directors and Heads of Service within the Council who have responsibility for the development and
maintenance of the governance environment, the Annual Internal Audit Opinion, and also by comments
Huntingdonshire District Council’s Statement of Accounts 2019/20 made by the external auditors and other
review agencies and inspectorates. During 2019 / 2020, the works undertaken by the Internal Audit team was
sufficient to be able to form the view for the Annual Internal Audit Opinion that there was an adequate
governance framework from which those charged with governance could gain reasonable assurance, with a
caveat that due to the decreased resources available, a limited number of audits were conducted and full audit
coverage across the Council was not achieved; therefore an ‘adequate assurance’ opinion can only be given
in respect of the assurance gained from those audits conducted and does not represent the wider Council.

The Council’'s Constitution details Directors’ responsibilities for the maintenance of controls within their
departments. The system of internal control is subject to regular review by Internal Audit. The work of the
service is informed by the Council’s risk register, with the allocation of audit resources controlled through an
annual risk- based operational plan, which is agreed by Corporate Governance Committee.

In addition to these arrangements the Council receives and responds to reports from other review and
assurance mechanisms.

An External Audit of the account’s year ended 31 March 2019 undertaken by Ernst and Young was reported to
the Audit Committee which concluded the accounts and working papers for the 2018/19 closure process were
of high quality. HDC assures it financial controls through an internal audit team and a programme of internal
audit activity. Extended periods of absence within the team has limited the delivery of the audit programme,
the table below provides a summary of audit activity undertaken last year. A full review of the internal audit
function is underway and whilst an additional resource has been agreed for this year to give confidence to the
audit plan for 2020/21, the overall resources/number of days will be much decreased for the year
notwithstanding any further impacts of COVID, including the expected second wave. The effect of the pandemic
this year has meant that IA resource has been redeployed to more urgent financial business and as such, BAU
IA activity has been suspended temporarily. Future plans for Internal Audit are being developed, using
appropriately directed resource, a holistic and end-to-end engagement and a more risk and outcomes-based
approach will deliver a greater impact and VfM output from internal assurance.
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Internal Assurance Activity

Audit reports issued are listed in the table below - grouped by assurance opinion and showing action type and
number of actions.

Audit area Action type & No.
Red Amber

Substantial

Disabled Facilities Grants 0 0

Protocol Policy Mgt System 0 2
Adequate

Staff Recruitment * 0 12

Housing Benefit 18.19 0 6

S/w and H/w Asset Management 0 8

Network Access Control 1 4

Network System Resilience & Availability 0 3
Limited

Purchase Order Compliance * 0

Lone Working * 1 5

Delivery of Capital Schemes 0 0
No opinion given

GDPR (update only)

Land Charges 18.19 0 4

* Draft reports (status as at 31/03/2020).

A number of internal audit reviews from the 2019/20 plan are still underway (but work was paused due to the
COVID situation). Additional work was carried out on the following audit reviews without a report:

Enforcement Policy
Dashboard/Sickness
achievement of KPIs
Maintenance Schedule Planning

The assurance opinions given on the remaining key financial systems are set out in the table below.

Audit area Level of assurance  Action type & No.
v
S & c
7 @ 5 C
& €2 = 2 Red Amber
= s g8 °
o @

*Council Tax

*Non-Domestic Rates

*Housing Benefits — payments
—recovery

*Main accounting system

*Accounts payable (Creditors)

*Accounts receivable (Debtors) v - -

AN N N NN

* These audit reviews were undertaken for quarters 1-3 but quarter 4 was not undertaken due to
COVID/redeployment of resources. Consequently no end of year opinion and audit actions were provided for
each of the areas and the above level of assurance is taken from Q1-3 work only.

Significant Governance Issues 2019/20

The Annual Governance Statement identifies governance issues and risks for the Council to address.

Area of Assurance Issue/Gap Action Plan Proposal
Risk Management RM is not fully embedded and e Service Plans will be redesigned to
functional within the Council in an incorporate risk management.
effective way. The risk register e The risk register will be reinvigorated
requires revision and update and redesigned before roll out to
otherwise it is at risk of being Services
unreliable/unusable. e Internal audit reviews of top risks
highlighted by management
e Longer term — potential audit review of
RM
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Lone working
(red action in an audit
report):

The Council lacks a corporate
lone working procedure that is
robust and effective. H&S
legislation requires us to protect
our employees at work. A lack of
protocol over lone workers could
risk employees’ safety and a
breach of legislation.

Ownership to be appointed.

To investigate lone worker systems that
can operate within its 24 hour CCTV
function.

A suitable system/procedure to be
implemented to protect all officers who
lone work off site.

Internal Audit to carry out a follow up
review to ensure operation and
compliance once installed.

Head of Internal Audit

The resignation of the Internal
Audit Manager affects the
resourcing of the statutory
Internal Audit service.

This impacts on the provision of
an annual Audit Opinion.

An Acting Internal Audit Manager has
been appointed. This employee is an
existing internal auditor at the Council
and is MIIA qualified.

Restructuring of the function to take
place to ensure adequate resourcing
levels.

GDPR

Progressive action towards
GDPR compliance and
monitoring has not been
sufficiently robust since the
Regulations’ effective date.

This puts the council at a greater
risk of a potential non-compliance
with GDPR legislation, a data
breach, penalty fine and
reputational damage.

Information Governance team has
carried out a gap analysis review
across the Council.

Work to be done to ensure data
protection training and awareness.
A planned Internal audit [follow up]
review to assess compliance.

Network Access
Management Control
(red action in an audit
report):

The audit found that user
accounts may not be regularly
reviewed and monitored (by HR
or systems owners) leading to
leaver, inactive or dormant
accounts.

Agreed that HR management would
assign ownership to line managers to
review the network accounts that do not
match to payroll listing.

Agreed that line managers/Heads of
Service would perform a regular review
of all staff in their service ae going
forwards.

Progress to be monitored by Internal
Audit.

Procurement function

Resignation of the Procurement
Officer in March 2020 leaves the
council with no Procurement
support function.

Absence of a procurement
function for advice has meant
Services had to procure without
assistance and put compliance
more at risk.

The AD for Corporate Services has
forged a good relationship with the
Procurement Officer of a neighbouring
authority which was used for support
and advice where needed in the interim
and going forward.

The recruitment of a Procurement
Officer was agreed.

Subsequent appointment of an
experienced procurement officer took
place in September 2020.

Delivery of capital
schemes

An audit review found that there
several issues relating to
governance, capability, capacity
and delivery, and commissioning.

Appointment of a Programme Delivery
Manager took place in 2020.

Many programmes and projects are
already underway

Internal Audit to carry out a follow up
review.

Audit reports
outstanding

There has been difficulty in
obtaining replies by Services to
draft audit reports. These reports
highlight weaknesses and risks
found in a system and if they
remain not responded to and no
actions are implemented to
address the risks, then the risks
potentially remain and assurance
cannot be given.

Audit Manager has advised senior
management of such outstanding
reports.

A new Risk & Controls Board has been
developed which now formally reports
these issues to Corporate SLT for
action.

Information
Governance Training

The ability to monitor which staff
have completed which training
courses needs improvement.
Decisions on mandatory training
and frequency of courses needs
to be decided. There is a risk that

New Information Governance Manager
in post

IT and IG policies are being reviewed
IG training modules are being reviewed
Ownership of training attendance to be
assigned
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employees may not have e A system for monitoring all training
sufficient training or awareness.
Covid-19 risks, levels | Since mid-March 2020, the e Assess 2020/21 budget and income
of debt, loss of Council has diverted its streams for non-deliverable items and
income etc resources to focus on providing link to overall 2020/21 Financial
active support across monitoring and the 2021/22 MTFS
Huntingdonshire as part of its requirements.
response to Covid-19.
There is a risk that costs incurred e Robust risk management processes
outweigh the levels of funds followed to ensure effective monitoring
received from Central of key risks whether relating to
Government. response to Covid-19 or return to
Emergency procedures put in business as usual.
place need to be reviewed to
ensure that effective governance e Gold, Silver and Bronze command were
is in place to protect Council / stood up to manage critical
users etc responses/issues in response to the
pandemic.
Opinion

After conducting a review of the governance arrangements across the Council and overall compliance with the
Council’'s Code of Corporate Governance, we are satisfied that the arrangements are effective.

We are also satisfied that this statement allows the Council to meet the requirements of the Accounts & Audit
(England) Regulations 2015, to prepare an annual governance statement to accompany the 2019/20 Annual
Financial Report.

Certification

As Leader and Chief Executive, we have been advised on the implications of the results of the review of
effectiveness of the Council’s governance framework, by the Audit Committee and Cabinet.

Our overall assessment is that the Annual Governance Statement is a balanced reflection of the governance
environment and that an adequate framework exists within Huntingdonshire District Council to ensure effective
internal control is maintained. We are also satisfied that there are appropriate plans in place to address any
significant governance issues and will monitor their implementation and operations as part of our next annual
review.

S

Joanne Lancaster
Managing Director

Signature = Councillor Ryan Fuller Signature
Executive Leader

25 January 2021
Signed on behalf of Huntingdonshire District Council

Page 56 of 174



Themes

Appendix to

Annual Governance Statement 2019/20

Housing Affordability
Leading to homelessness and constraining growth.

2019/20
actions

v

This issue is one which impacts on the Council’s ability to deliver the Corporate Plan primarily
through the escalating financial consequences of homelessness. Furthermore it also has a
bearing on the mobility of the local labour market, on inward investment and business growth
opportunities. For the Council as an employer it also hampers our ability to recruit and retain
suitably experienced and qualified staff.

2020/21
actions
Adopt a housing strategy which establishes the formal basis for housing delivery v
across the district.
Complete a formal review of homelessness within the District to inform the -
development of an updated Homelessness Strategy.
Continue to work with other agencies to enable earlier risk-based interventions for v
those individuals whose circumstances mean that they are vulnerable to
homelessness.
Developing new delivery options to secure affordable homes within the District, v
using Council assets to provide alternatives to the market delivery homes where
necessary.
To bring forward formal Scrutiny recommendations for the acceleration of supply of -
new affordable and accessible housing stock across the district.
Working with third parties to explore partnership models to bring forward new v

solutions to the delivery of all types of housing to meet local needs.

2019/20 achievements

The Council has developed a series of early intervention approaches, seeking to identify future
housing need and address the root cause at the earliest possible opportunity. These include the
delivery and continued support of the multi-agency housing trailblazer, intervening immediately
on a safeguarding issue being identified to address housing needs. The new homelessness
reduction act duties continue to be used proactively, and supported by broader work across the
council to identify those at risk, or long term future risk of homelessness, and using appropriate
pathways, such as employment support and budgeting to seek to build individual capacity and
address the underlying need.

The Council has worked to proactively use Discretionary Housing Payments (DHP) to deliver the
best possible outcome and reduce the strain on the public purse, by preventing expensive and
disruptive outcomes. This has included assisting those who may be at risk of homelessness.
There has been some innovation in the use of DHPs. For example, someone living in social
housing and in rent arrears due to having their housing benefit payments reduced due to living in
a property that had a spare bedroom (and classed as being under-occupied) have been
supported in clearing their rent arrears and in moving to a smaller property. This freed up a
property whilst reducing the possibility of future financial problems for the tenant.

A pathway has been established with Criminal Justice partners that allows for the early
notification of the release of offenders so that potential employment opportunities and other
appropriate support can be identified. A key group at risk of homelessness.

The Council is increasingly working to focus services around the need of the community, rather
than traditional service delivery siloes in the Huntingdon North ward, all public service agencies
are working alongside the community and voluntary groups to identify those who are vulnerable
and may become homeless. The group is supporting a number of community groups with the
intention that residents can develop and take responsibility for these initiatives themselves. This
work has informed the response to Covid, focussing on proactive prevention and support.

Proposals for housing making use of a number of surplus land sites to support the provision of
affordable housing have been progressed, and will link to the forthcoming Housing Strategy.
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Morbidity/Growing number of years of ill health
Impacting on people’ ability to be self-reliant and generating additional cost through support needs.

Increasing pressures are being felt by many parts of the public service system, primarily
through the growing demand on support costs, a rise in complex individual cases which cuts
across many service providers, through such things as disabled facilities grants and personal
care costs. This is not something that any single agency has total responsibility for, and it
requires joint working to deliver effective solutions focussing on wellbeing and life choices as
well as housing, open spaces, transport infrastructure and the design of place.

The costs of dealing with ill health and the increased risk of other complications caused by ill
health, constitutes a major financial challenge to all public sector agencies. Decisions made to
support these needs, often impact HDC as we see these decisions create direct and indirect
financial challenges for the Council, including disabled facilities grants but also situations where
those who are not able to remain economically active rely on more assistance. The increasing
number of years of ill health experienced by the population, combined with Huntingdonshire’s
aging population make these factors areas of continued focus for HDC.

Underlying health factors such as frailty, excess weight, or other underlying health condition
have been indicated as increasing the chances of poor Covid-19 outcomes.

2019/20 2020/21
actions actions
v Use our leisure services to encourage healthier lifestyles through engaging people v

of all ages in activities to improve health.

v Pilot new ways of working within localities with local communities and other v
agencies to deliver tailored solutions to issues within defined communities.

v To bring forward formal Scrutiny recommendations on how the Council can support
improved community health outcomes through its task and finish work. Maybe
update with a focus on Health and Wellbeing strategy

v Pilot new ways of working within localities with local communities to deliver improved v
infrastructure that promotes cycling and walking

v Adoption of a 'Healthy Open Spaces Strategy' to optimise the provision and use of the v
Council's green open spaces, parks and play areas to encourage healthier lifestyles
through engaging people of all ages in activities to improve health.

Investing in our parks and green spaces to provide for open areas for leisure and
activity, including in our 3 largest market towns v

2019/20 achievements

More People, More Active, More Often has been adopted as the key objective for our One
Leisure service, as we seek to maximise the use of our award-winning leisure facilities.

The Council’s new ‘Healthy Open Spaces Strategy’ due to be adopted in the coming year has
been informed by significant public and stakeholder engagement, and lays out the principles for
developing our open spaces to engage residents and boost the health benefits of our open
spaces. This links closely to the work we are doing with partners on the development of the
proposals as part of the Future Parks Programme. Business case developed and approved for
increasing the use of Hinchingbrooke Country Park (HCP) with a clear vision to ensure that
more people use this key health asset, whilst reducing the amount of subsidy the site needs. An
outline case for the further enhancement of Paxton Pits has also been prepared. The business
case seeks to secure and enhance open free space as a key route for activity for all residents as
evidenced by over 500 people attending a free park run at HCP.

In January 2019 Active Lifestyles launched the ESCAPE? pain management rehabilitation
programme aiming to help people with osteoarthritis and chronic joint pain, self-manage their
condition

Section 106 agreements continue to be negotiated with developers towards the provision of
recreational spaces and their future up-keep. This has become more challenging as the planning
system requiredt the Council show that there is a demonstrable demand for play provision in
order for contributions to be secured

2 ESCAPE Pain stands for Enabling Self-management and Coping with Arthritic Pain through Exercise. ESCAPE Pain is endorsed and supported
by NICE, British Society of Rheumatology, Royal Society of Rheumatology, Royal Society of Public Health, Charters Society of Physiotherapy,
Arthritis Research UK, Arthritis Research UK, and the Academic Health Science Network.
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Wider economic environment
Impact of Commercial Investment Strategy/Business rates receipts and level of need from residents.

2019/20
actions

v

v

v

The Council’s financial robustness is closely linked with the success of the overall local
economy, driven in large part to a prosperous commercial sector. This supports the delivery of
one of our key Corporate Plan strategic priorities — delivering sustainable growth across the
District. The Council is making tactical investments in the property market and is determined to
support the conditions for economic success to support a vibrant economy and positive
community outcomes. Ultimately external economic factors do directly impact on the Council’s
financial plans and forecasts for new homes bonus, council tax and business rates incomes,
and the level of demand for our services. We take our role on supporting the conditions for
stable growth very seriously.

During Covid-19 we have, like others, administered the Government’s business grants
programme, using information we hold to quickly distribute funds in the most effective way, to
ensure we support a quick local economic recovery.

2020/21

actions
Use the Council’'s Commercial Investment Strategy to support the local v
economy.

Maintain and enhance the Council’s existing commercial estate to provide v
value accommodation for local businesses.

Use of data to target our engagement and support of local business v
particularly in key clusters.

Refocus our economic development activity to support new and emerging v

sectors in our economy, to create the environment within which new
business can thrive.

Following the adoption of the Prospectuses for Growth for the four main v
market towns to focus on transformational interventions that make the

most of opportunities unique to each town , creating new jobs, stimulating

economic growth, improving productivity and raising aspirations in and

around each town.

To work creatively with key industrial sectors to create pathways for growth v
and linkages to skills and training provision.

2019/20 achievements

The Local Industry Strategy is supported by a Combined Authority delivery plan with which the
Council is collaborating. The strategy considers how the Council can assist in developing both
the local economic environment and a skilled workforce to work within it, focussing on key
opportunities for growth. HDC continue to pursue an active role in OxCAm Arc supporting planned
economic growth across the corridor to 2050.

A ‘Better Business for All' pilot is underway which has been developed via funding from the
Ministry of Housing, Communities and Local Government (MHCLG). The pilot is a means by which
the Council can engage with the local businesses and deliver the support they need to grow.
Active work is underway to implement a local business CRM to ensure that we better understand
and are able to support local businesses growth objectives, and activity around supporting town
reopening and campaigns to support local businesses will continue.

Property acquisitions continue to be made within the District under the Commercial Investment
Strategy, supporting local employment and our local ‘offer’. The refreshed Commercial Investment
Strategy and other place strategies will further define our commitment to supporting local growth.

In Q3 2019 HDC was awarded £150k by MHCLG to undertake a feasibility study to investigate
economy-led regeneration in St. Neots. The Final Business case to be submitted to MHCLG by
31st July 2020. If successful, will see HDC awarded in excess of £6m to deliver a new commercial
and community campus in a riverside setting, a revised culture offer, improved public realm, and
new homes.

Working with a number of partners the Council is involved in the St Neots Smart Town initiative.
Whilst the initiative is at an early stage, the intention is that by using data and emerging
technologies to address transport and connectivity challenges it will help provide information that
will influence the behaviours of residents and businesses.

The Council is an active partner in the ‘Connecting Cambridgeshire’ (CoCam) project which is in
the process of investing approx. £25m in improving the digital infrastructure (superfast broadband,
full fibre, public access wi-fi and 5G mobile coverage) across Cambridgeshire and which is a key
factor for economic investment decisions by businesses.
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Skills level and educational attainment
As a means by which residents are able to attract profitable work and in attracting employers to the area.

2019/20
actions

v

It is important that all young people can fulfil their potential and become active citizens with
meaningful and valuable work. Furthermore, the workforce within the area needs to be
supported to continue to gain meaningful employment and meet the demands for new skills in
the labour market. This is particularly true to ensure we are able to support our residents to
respond to the impacts of Covid, and to ensure the growth we see in Huntingdonshire being in
high value adding sectors. In turn this will also contribute to the area’s reputation for attracting
inward investment and so grow and thrive. Finally, skilled and flexible workforces who possess
digital skills will allow the Council to transform its current delivery models and offer new
methods of service delivery. Post Covid activity will also be undertaken to ensure our working
age population are able to respond to changes in local employment, and benefit from co-
ordination of activity around gaining the skills needed within the local economy.

2020/21
actions
Endorse a digital strategy for the area, to ensure that the needs of Huntingdonshire v
are properly understood and laid down to support the skills and economic growth
agenda.
Work with local businesses to understand and support their growth and recovery v
plans, and skills needs.
Support apprenticeships, directly as an employer, but also through our supply chain -
and through promotion with local businesses.
Continue to engage with schools through local careers fairs and EDGE, but also v
through fostering direct links between employers and educational institutions.
Work to create pathways from local communities and schools to colleges and v
institutions such as iMet which support the development of skills required by the
future economy.
Develop and enhance our commitment to social value, and seek to encourage
other local employers to do the same. v

2019/20 achievements

Work has also taken place with key local schools and colleges, including the iMet in Alconbury
to support pathways for young people into fulfilling long term careers.

Safeguarding training for taxi drivers has been provided, ensuring good service, and supporting
a vibrant wider economy.

Over sixty-one Leisure employees have obtained or are being trained to become qualified
lifeguards. Lifeguarding posts are an entry level position for many staff and obtaining the
gualification is the first steps towards a career in the leisure industry.

The Council was represented at the third annual school careers fair at Wood Green in
December 2019 and also supported its organisation, supporting the development of long-term
careers for the areas young people.

Limited benefits have been obtained to date from suppliers delivering a social value benefit (i.e.
creating opportunities for the long-term unemployed or other disadvantaged groups,
apprenticeships or other environmental or community benefits) to the District when being
awarded contracts of a significant value.

The Council addressed this by introducing in February 2019 a requirement that social value
considerations be including in all contracts over £100k.
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Partner agency operational pressures
Financial challenges of partners impacting on demand for our services or reducing existing support.

There is evidence to suggest that as parts of the public sector reduce their input into
communities, that the demand transfers to other agencies. In Huntingdonshire whilst
partners work well together there continues to be the challenge of controlling additional
demand and the corresponding budget pressures that it brings. Elsewhere financial
pressures in one sector, have had significant financial and capacity impacts on the
authority.

The impact of Covid has further emphasised these challenges, as the demand and
income pressures generated by Covid-19 have begun to impact. Collective work on
recovery to properly understand the links between cause, and financial impact will be
central and driven through shared recovery activity across all public sector partners.

2019/209 2020/21
actions actions
v Share budget planning activity with other public agencies to guard against v
unintended consequences of financial decisions.
v Continue to engage with near neighbours, particularly the County Council v
and health services to understand how best we can complement each
other’s activity
v Work closely with partners to understand the triggers and impacts of v
decisions on partners, and seek to proactively prevent costly crises, and
deliver better outcomes.
v Use evidence to undertake targeted outbound contact with those residents v
that need it, and develop new ways of working which ensure that public
services become more agile in responding to changing circumstances.
v Recognising that residents needs to not map neatly to organisational v
boundaries, establish multi-disciplinary teams (or digital services) with
partners, where the evidence shows that these will better help us achieve
our objectives.
2019/20

achievements

There was engagement with Cambridgeshire County Council about their proposed 2019/20
budget and the likely impact service cuts would have upon the District. The County Council

understand that the Council is willing to work collaboratively both with themselves and other
agencies to consider alternative ways of working.

Strategies such as the parks and open spaces strategy, the Hinchingbrooke Country Park
business case, and the work in health absolutely links local activity with the wider benefits of
improved physical and mental health, reducing partner demand, but also helping people to
remain independent for longer, reducing future HDC costs.

We have worked with local GP practices and developed a health portal which is implemented in
GP practices. It enables customers to access services around the common needs of GP
patients, recognising the role of wider determinants of health. The advantage to the Council is
earlier visibility of issues around housing, benefits and greater likelihood of addressing
complicating factors such as isolation and mental health challenges. Reducing high cost
demand, and poor outcomes. A similar portal which makes it easy for residents to navigate all
services they need, irrespective of agency, is also live in the Oxmoor community.

We have worked proactively to demonstrate that proactive interventions deliver more substantial
savings in the long term than merely making short term cuts to services.

In conjunction with other agencies, the Council is involved in looking to reduce the costs of

responding to incidents of crime in the Huntingdon North ward which is estimated to cost the
agencies £8m/annum to deal with.
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Environmental pressures and sustainability challenges
Challenges to the long-term sustainability and attraction of our area.

There is growing recognition of the significant consequences of a failure to properly account for human
actions, and wider climactic events which are becoming increasingly common. The national risk register
includes flooding and severe weather events as risks that as a country we should prepare for. We also
recognise the health impacts of pollution and poor human behaviour in terms of pollution and improper
handling of waste as key challenges to the beauty and sustainability of our area.

2019/20 actions
v

v

2019/209 achievements

To maximise the recycling rate within our district, seeking
to reduce contamination, and deliver the highest possible
rate of recycling and reuse of our recycled materials.

Develop proposals around improving the movement
around the district, by way of modal shift and improved
public transport. To promote sustainable transport
options, including the provision of charging points for
electric cars, and through encouraging walking and cycling
as safe and practical alternate travel options.

To ensure the Digital agenda remains at the core of new
infrastructure projects, allowing for flexible working where
possible, minimising the need for am/pm peak travel.

Maximising the use of renewable energy technology in all
suitable locations across the Councils assets and
achievable land opportunities, and pursue technologies
that allow us to minimise use of utilities.

Ensuring new residential developments are
environmentally sustainable and make best consideration
of key environmental factors during both the design and
build stage and ongoing liveability.

Maximising the impact of our green space, by investing in
and expanding green spaces across the district and
seeking to achieve net-gain biodiversity where possible..

Implementing a strategy to limit single use plastics
across our estate. Removing such items from our cafes.

Working with parish and town councils to ensure that
Neighbourhood Plans reflect the growing environmental
and sustainability agenda.

Working to understand our communities’ ambitions on the
sustainability agenda and supporting this through the way
we undertake our business.

Work with the CPCA to frame and deliver the ambition of
the Climate Change Commission and the Electric Vehicle
strategy.

2020/21actions
v

v

Initial scoping work has taken place to establish how the District Council can contribute to this
agenda and developing opportunities to take this forward as outlined above.

Sustainability considerations form part of the District’'s Parking Strategy and form a new part of
the newly adopted Local Plan to 2036.
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Statement of Accounts 2019/20 — Letter of Representations

This letter of representations is provided in connection with your audit of the consolidated and
council financial statements of Huntingdonshire District Council (“the Council”) for the year ended
31 March 2020. We recognise that obtaining representations from us concerning the information
contained in this letter is a significant procedure in enabling you to form an opinion as to whether
the consolidated and council financial statements give a true and fair view of the Council financial
position of Huntingdonshire District Council as of 31 March 2020 and of its financial performance (or
operations) and its cash flows for the year then ended in accordance with, the CIPFA LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20 for the Council.

We understand that the purpose of your audit of our consolidated and council financial statements
is to express an opinion thereon and that your audit was conducted in accordance with International
Standards on Auditing, which involves an examination of the accounting system, internal control and
related data to the extent you considered necessary in the circumstances, and is not designed to
identify - nor necessarily be expected to disclose - all fraud, shortages, errors and other irregularities,
should any exist.

Accordingly, we make the following representations, which are true to the best of our knowledge
and belief, having made such inquiries as we considered necessary for the purpose of appropriately
informing ourselves:

A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory authorities, for the
preparation of the financial statements in accordance with the Accounts and Audit Regulations 2015
and CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2019/20
for the Council.

2. We acknowledge, as members of management of the Council, our responsibility for the fair
presentation of the consolidated and council financial statements. We believe the consolidated and
council financial statements referred to above give a true and fair view of the financial position,
financial performance (or results of operations) and cash flows of the Council in accordance with the
CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2019/20 and
are free of material misstatements, including omissions. We have approved the consolidated and
council financial statements.

3. The significant accounting policies adopted in the preparation of the Council financial
statements are appropriately described in the Council financial statements.

4, As members of management of the Council, we believe that the Council have a system of
internal controls adequate to enable the preparation of accurate financial statements in accordance
with the CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2019/20 that are free from material misstatement, whether due to fraud or error. We have disclosed
to you any significant changes in our processes, controls, policies and procedures that we have made
to address the effects of the COVID-19 pandemic on our system of internal controls.

5. We believe that the effects of any unadjusted audit differences, summarised in the
accompanying schedule, accumulated by you during the current audit and pertaining to the latest
period presented are immaterial, both individually and in the aggregate, to the consolidated and
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council financial statements taken as a whole. We have not corrected these differences identified
and brought to our attention by the auditor because they relate solely to accounting estimates and
the impact of these on the financial statements is not material.

B. Non-compliance with law and regulations, including fraud

1. We acknowledge that we are responsible for determining that the Council’s activities are
conducted in accordance with laws and regulations and that we are responsible for identifying and
addressing any non-compliance with applicable laws and regulations, including fraud.

2. We acknowledge that we are responsible for the design, implementation and maintenance
of internal controls to prevent and detect fraud.

3. We have disclosed to you the results of our assessment of the risk that the consolidated and
Council financial statements may be materially misstated as a result of fraud.

4, We have no knowledge of any identified or suspected non-compliance with laws or
regulations, including fraud that may have affected the Council (regardless of the source or form and
including without limitation, any allegations by “whistleblowers”), including non-compliance
matters:

. involving financial statements;

. related to laws and regulations that have a direct effect on the determination of material
amounts and disclosures in the consolidated or Council’s financial statements;

. related to laws and regulations that have an indirect effect on amounts and disclosures in
the financial statements, but compliance with which may be fundamental to the operations of the
Group or Council’s activities, its ability to continue to operate, or to avoid material penalties;

. involving management, or employees who have significant roles in internal controls, or
others; or
. in relation to any allegations of fraud, suspected fraud or other non-compliance with laws

and regulations communicated by employees, former employees, analysts, regulators or others.
C. Information Provided and Completeness of Information and Transactions
1. We have provided you with:

o Access to all information of which we are aware that is relevant to the preparation of the
financial statements such as records, documentation and other matters;

. Additional information that you have requested from us for the purpose of the audit; and

. Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.

2. All material transactions have been recorded in the accounting records and all material
transactions, events and conditions are reflected in the consolidated and Council financial
statements, including those related to the COVID-19 pandemic.

3. We have made available to you all minutes of the meetings of the Council, and the following
committees: Corporate Governance and Cabinet, (or summaries of actions of recent meetings for
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which minutes have not yet been prepared) held through the year to the most recent meeting on
the following date: XXXXXXXXX.

4, We confirm the completeness of information provided regarding the identification of related
parties. We have disclosed to you the identity of the Council’s related parties and all related party
relationships and transactions of which we are aware, including sales, purchases, loans, transfers of
assets, liabilities and services, leasing arrangements, guarantees, non-monetary transactions and
transactions for no consideration for the year ended, as well as related balances due to or from such
parties at the year end. These transactions have been appropriately accounted for and disclosed in
the consolidated and council financial statements.

5. We believe that the significant assumptions we used in making accounting estimates,
including those measured at fair value, are reasonable.

6. We have disclosed to you, and the Council has complied with, all aspects of contractual
agreements that could have a material effect on the consolidated and council financial statements in
the event of non-compliance, including all covenants, conditions or other requirements of all
outstanding debt.

7. From the date of our last management representation letter through the date of this letter
we have disclosed to you any unauthorized access to our information technology systems that either
occurred or to the best of our knowledge is reasonably likely to have occurred based on our
investigation, including of reports submitted to us by third parties (including regulatory agencies, law
enforcement agencies and security consultants), to the extent that such unauthorized access to our
information technology systems is reasonably likely to have a material impact to the financial
statements, in each case or in the aggregate

D. Liabilities and Contingencies

1. All liabilities and contingencies, including those associated with guarantees, whether written
or oral, have been disclosed to you and are appropriately reflected in the consolidated and council
financial statements.

2. We have informed you of all outstanding and possible litigation and claims, whether or not
they have been discussed with legal counsel.

3. We have recorded and/or disclosed, as appropriate, all liabilities related litigation and
claims, both actual and contingent.

E. Subsequent Events

1. Other than described in note 41 to the council financial statements, there have been no
events, including events related to the COVID-19 pandemic, subsequent to year end which require
adjustment of or disclosure in the consolidated and council financial statements or notes thereto.

F. Other information

1. We acknowledge our responsibility for the preparation of the other information. The other
information comprises the Narrative Report and Annual Governance Statement.

2. We confirm that the content contained within the other information is consistent with the
financial statements.
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3. We will provide to you the final version of documents when available and prior to issuance
by us, such that you can perform your procedures.

G. Specific Representations
Use of the Work of a Specialist

1. We agree with the findings of the specialists that we engaged to evaluate the valuation of
Other Land and Buildings and Investment Property and have adequately considered the
qualifications of the specialists in determining the amounts and disclosures included in the
consolidated and council financial statements and the underlying accounting records. We did not
give or cause any instructions to be given to the specialists with respect to the values or amounts
derived in an attempt to bias their work, and we are not otherwise aware of any matters that have
had an effect on the independence or objectivity of the specialists.

Property valuation Estimates

1. We believe that the measurement processes, including related assumptions and models,
used to determine the accounting estimate(s) have been consistently applied and are appropriate in
the context of the CIPFA LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2019/20.

2. We confirm that the disclosures made in the consolidated and council financial statements
with respect to the accounting estimate(s) are complete, including the effects of the COVID-19
pandemic and made in accordance with the CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20.

3. We confirm that no adjustments are required to the accounting estimate(s) and disclosures
in the consolidated and council financial statements due to subsequent events, including due to the
COVID-19 pandemic.

Retirement benefits

1. On the basis of the process established by us and having made appropriate enquiries, we are
satisfied that the actuarial assumptions underlying the scheme liabilities are consistent with our
knowledge of the business. All significant retirement benefits and all settlements and curtailments
have been identified and properly accounted for.

Yours faithfully

Finance Manager and Section 151 Officer Chair of Corporate Governance Committee
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Narrative Report
By the Finance Manager

As the Council’'s Responsible Financial Officer, | am pleased to present the Council’'s 2019/20
Annual Financial Report which outlines the Council’s financial performance for the year ended
31 March 2020.

The purpose of this report is to provide a guide to the most significant matters reported in the
Council's accounts and is in three sections.

e  Commentary and review of 2019/20.
) The Financial Statements.
) Technical information.

Commentary and Review of 2019/20
The District

Huntingdonshire District Council’s area covers approximately 91,300 hectares of the north
western part of the County of Cambridgeshire. With a population of 176,980 it is the largest
district in the county by both land area and population. The population is forecast to grow to
around 210,000 by 2036.

Huntingdonshire is well connected to other parts of the country via main roads and rail links.
The Al runs north to south and the Al4 traverses the district east to west. Both Huntingdon
and St. Neots are connected to London Kings Cross by a frequent 50 minute railway service.

The district has 4 market towns: Huntingdon, St. Ives, St. Neots and Ramsey. It is
predominantly rural with village settlements providing the main focus for community facilities
outside of the market towns.

Economic activity (production, distribution and consumption of goods and services) in the area
is high with an estimated 85% of residents aged 16-64 classed as economically active and an
82.4% employment rate among residents aged 16-64.

The Council provides a range of services to residents, businesses and visitors. These include
refuse and recycling, business growth support, car parks, elections, environmental health,
housing advice, housing and council tax support, leisure centres, markets, parks and open
spaces, planning and conservation.

Covid-19 Pandemic

The Covid-19 pandemic has had a considerable impact on the Council. The Government’s
lockdown, announced on 20th March 2020, has meant that many of the businesses in
Huntingdonshire have been forced to close — significantly impacting on the local economy,
which in turn impacts on the Council’s commercial income. Furthermore, the Council has had
to put considerable resources into ensuring that rough sleepers are safe during this period and
that the most vulnerable in our community are cared for. This comes with additional cost
pressures.

Financial Impact

These additional costs have not had a dramatic impact on the financial outturn for 2019/20 as
the pandemic only started to make a notable impact on the public’s and businesses’ behaviour
in the last two weeks of March. However, the true scale of its impact on the Council’s finances
will be felt during 2020/21. The Council is expecting substantial losses across many of its
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largest streams of commercial income. These include rental income, Leisure income, parking,
commercial waste, licensing fees and planning fees. As with any recession, investment income
is anticipated to reduce which will create further pressures on the Council’s finances.

On the expenditure front some of the key areas of additional pressure will include
accommodation and support for rough sleepers, additional costs in supporting our most
vulnerable with food parcels and assistance in accessing medical provisions — some of whom
may not have required our support previously.

It is difficult to quantify the impact of Covid-19 at this stage with any certainty, but the financial
pressure on the Council will be substantial — even after the Government’s emergency Covid-
19 funding for local authorities is taken into account. Due to the Council’s reliance on
commercial income and fees and charges and consequently its exposure to the economic
cycle, the Council has sought in recent years to build up the general fund balance to ensure
the Council is financially resilient in a recession. The Council is therefore able to draw upon its
general fund reserve balances in 2020/21 to balance its budget.

Moving forward, the Council will reset its Medium-Term Financial Plan (MTFP) in recognition
of the impact of the pandemic and the Council’s strategic objectives. The Covid-19 crisis has
meant that the Council has had to review what its most critical services are and which are
required to still be operational even during a global pandemic. The changing environment and
“‘new normal” in which we are likely to find ourselves will require the Council to review the
services it provides, its delivery models and the outcomes that are of the highest priority. This
will also require the Council to review the structural position of its budget and how that needs
to change going forward.

The Council's financial statements are prepared on a going concern basis, that is on the
assumption that the functions of the Council will continue in operational existence for the
foreseeable future. Although there is significant financial uncertainty due to the Covid-19
Pandemic, it is not envisage that this will affect the Council's ability to continue as a going
concerns. Further details regarding the Council's position on going concern are outlined in the
accounting policies in Note 1.

Governance

As of May 2018 the Council moved to a 4-year all-out election cycle. The Council has 52
councillors representing 26 wards across the district. An “Executive Leader and Cabinet”
decision making model is operated. Under this model, the executive leader appoints their own
deputy executive leader and cabinet which comprised 4 other councillors and 2 cabinet
assistants.

Organisational Model

The head of paid service of the Council is the Managing Director who has 2 Corporate Directors
(Delivery and Services), 3 Assistant Directors (Chief Operating Officer, Transformation and
Resources) and 3 Heads of Services (3C’s ICT, Leisure and Health, Operations).

Risks

Following a review of the strategic risks faced by the Council, the 2019/20 Annual
Governance Statement (AGS) has identified the following key risks:

o Housing affordability
This issue is one which impacts on the Council’s ability to deliver the Corporate Plan

primarily through the escalating financial consequences of homelessness and the ability
to recruit suitably experienced and qualified staff. Furthermore, it also has a bearing on
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the mobility of the local labour market and inward investment and business growth
opportunities.

Morbidity/Growing number of years of ill health

Increasing pressures are being felt by many parts of the public sector, primarily through
the growing demand on support costs, through such things as disabled facilities grants
and personal care costs. This is not something that any single agency has ownership of,
but requires joint working to deliver effective solutions. For this reason it is considered
appropriate that it be included in the AGS.

Wider economic environment

The Council is very much reliant on the private sector to deliver one of its key Corporate
Plan strategic priorities — delivering sustainable growth across the District. Whilst the
Council is able to assist the private sector in a number of ways, external factors such as
a market volatility will have a greater impact, which in turn will have direct impacts on the
Council’s financial plans and forecasts for new homes bonus, council tax and business
rates incomes.

Skill levels and educational attainment

Linked to the issues noted above, it is important that the workforce within the area not
only becomes more self-reliant but also contributes to the areas ability to grow and thrive.
A skilled and flexible workforce which possesses digital skills will allow the Council to
transform its current delivery models and offer new methods of service delivery.

Environmental pressures and sustainability challenges

There is growing recognition of the significant consequences of a failure to properly
account for human actions, and wider climactic events which are becoming increasingly
common. The national risk register includes flooding and severe weather events as risks
that as a country we should prepare for. We also recognise the health impacts of pollution
and poor human behaviour in terms of pollution and improper handling of waste as key
challenges to the beauty and sustainability of our area.

Review of the Year

2019/20 has been another challenging year for the Council with the reduction of grant funding
from Central Government as austerity measures continue.

The Council set a gross budget for the year of £70.024m, following fees and charges income
and reserve movements set a net budget £20.441m (2018/19; £20.308m), a net decrease of
£0.133m (0.65%). After allowing for the following non-ring fenced government grants:

Revenue Support Grant of £0m (2018/19; £0.604m),

Business Rates Retention scheme (NDR) of £6.907m (2018/19; £5.841m),
New Homes Bonus of £2.038m (2018/19; £2.718m),

Section 31 Grant of £1.729m (2018/19; £1.729m)

Collection Fund surplus of £0.989m (2018/19; £0.966m surplus)

and a contribution to revenue reserves of £3.285m (2018/19 £3.026m). This left the Council to
raise £8.778m (2018/19; £8.450m) from Council Tax which equated to a Council Tax of
£142.16 (2018/19; £138.56) for a Band D equivalent property. This represented a 2.00%
increase for a Band D council tax payer.

Performance
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How the Council performed against its Objectives and Budget are detailed below. Further
information can be found in the 18 June Cabinet report (click here).

Summary of progress of key actions for 2019/20:

Status of Key Actions Number Percentage
Green (on track) 23 7%

7 23%
Red (behind schedule) 0 0%
Awaiting progress update 0 0%
Not applicable 0

Summary of progress of Corporate Indicators for 2019/20:

Corporate Indicator results Number Percentage
Green (achieved) 29 67%

7 16%
Red (below acceptable variance) 7 16%
Awaiting progress update 0 0%
Not applicable (annual/data unavailable) 0

Achievements within these key performance indicators are highlighted below:

Theme: People — we want to make Huntingdonshire a better place to live, to improve
health and well-being and support people to be the best they can be

o The number of sessions delivered at and by One Leisure Facilities was above the target
set for the year. One factor related to an increase in the number of activity sessions being
delivered for young people.

o The annual target for volunteering days was achieved with support from Countryside
Services and One Leisure Active Lifestyles.

o The Council recorded 521 homelessness preventions during 2019/20 which means that
fewer people needed to be housed in temporary accommodation. This was due to a
range of earlier interventions being implemented.

o Staff sickness levels for 2019/20 were significantly lower than recorded in 2018/19.

Theme: Place —we want to make Huntingdonshire a better place to work and invest and
we want to deliver new and appropriate housing
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o Implementation of ‘on the go’ recycling bin trials in St Neots and Huntingdon town centres
in a bid to support ongoing environmental project goals and the council’s green agenda
commitments. Further trials are planned in 2020/2021 to take place in St lves and
Ramsey.

o In February, the East-West Rail Company announced the decision for the proposed route
of the brand-new investment in Oxford to Cambridge public transport, choosing Route E,
out of the five routes shortlisted in prospective plans. The chosen route, which was
collectively championed as the best option by Huntingdonshire District Council, Bedford
Borough Council, South Cambridgeshire District Council, and Cambridge City Council,
includes the building of infrastructure and a new station just south of St Neots.

o Adoption of the ‘Prospectuses for Growth’ for St lves, Huntingdon and Ramsey by the
Cambridgeshire and Peterborough Combined Authority (CPCA) which was subsequently
endorsed by Cabinet in March 2020. Work in St Neots shifted focus to the Future High
Street Funding bid as a Government Grant was received to develop a business case for
the town. The numbers of new homes and affordable homes both exceeded
expectations.

o 440 new affordable homes were completed in 2019/2020 across the district. This is the
highest number of completions in a single year for more than a decade.

Theme: Provide Value for Money Services — we want to become more efficient and
effective in the way we deliver services and become a more customer focussed
organisation

o 