A meeting of the CORPORATE GOVERNANCE PANEL will be held in
the THE CIVIC SUITE 0.1A, PATHFINDER HOUSE, ST MARY'S
STREET, HUNTINGDON, PE29 3TN on THURSDAY, 25 SEPTEMBER
2014 at 6:30 PM and you are requested to attend for the transaction of
the following business:-

APOLOGIES

MINUTES (Pages 1 - 6)

To approve as a correct record the Minutes of the meeting of the Panel
held on 23 July 2014.

MEMBERS' INTERESTS

To receive from Members declarations as to disclosable pecuniary or
other interests in relation to any item. See Notes below.

CORPORATE GOVERNANCE PROGRESS REPORT (Pages 7 - 8)
To receive a report by the Senior Democratic Services Officer.

APPROVAL FOR PUBLICATION OF THE 2014/15 ANNUAL
GOVERNANCE STATEMENT AND ANNUAL FINANCIAL REPORT
(Pages 9 - 196)

To consider a report by the Head of Resources detailing the draft
Auditors ISA 260 report and seeking endorsement for the Annual
Governance Statement, the Letter of Representation and the Annual
Financial Report.

ANNUAL REPORT OF THE PANEL (Pages 197 - 210)

To consider a report by the Internal Audit & Risk Manager
seeking the Panel’s views on their Annual Report prior to its
submission to Council in December.

EFFECTIVENESS OF THE PANEL (Pages 211 - 220)

To consider a report by the Internal Audit and Risk Manager detailing
the outcome of a review of the effectiveness of the Corporate
Governance Panel.

RISK REGISTER UPDATE (Pages 221 - 232)

Prior to the meeting Panel Members are invited to an informal meeting with
the External Auditors commencing at 6.00pm in the Civic Suite.

Contact
(01480)

Mrs H J Taylor
388008

Mrs H J Taylor
388008

C Mason
388157

D Harwood
388115

D Harwood
388115



10.

To consider a report by the Internal Audit and Risk Manager on D Harwood
changes made to the Risk Register between the period 12th March to 388115
1st September 2014 inclusive.

WORK AND TRAINING PROGRAMME (Pages 233 - 236)

To consider a report by the Internal Audit and Risk Manager. D Harwood

388115

EXCLUSION OF PRESS AND PUBLIC

To resolve:

that the press and public be excluded from the meeting
because the business to be transacted contains information
relating to any consultations or negotiations, or contemplated
consultations or negotiations, in connection with any labour
relations matter arising between the authority and employees
of, or office holders under, the authority.

OPTIONS FOR FRAUD INVESTIGATION POST SFIS (Pages 237 -
246)

To receive a joint report from the Corporate Fraud Manager and the N Jennings
Head of Customer Services on the proposed establishment of a Single 388480
Fraud Investigation Service (SFIS) and the implications for the

authority.

Notes

1.

Dated this 17 day of September 2014

C $ouaalovedo

Head of Paid Service

Disclosable Pecuniary Interests

(1)

(2)

(3)

Members are required to declare any disclosable pecuniary interests and unless you
have obtained dispensation, cannot discuss or vote on the matter at the meeting and
must also leave the room whilst the matter is being debated or voted on.

A Member has a disclosable pecuniary interest if it -

(a) relates to you, or
(b) is an interest of -

(i)  your spouse or civil partner; or

(i) a person with whom you are living as husband and wife; or

(i) a person with whom you are living as if you were civil partners
and you are aware that the other person has the interest.

Disclosable pecuniary interests includes -

(a) any employment or profession carried out for profit or gain;



(b) any financial benefit received by the Member in respect of expenses incurred carrying
out his or her duties as a Member (except from the Council);

(c) any current contracts with the Council;

(d) any beneficial interest in land/property within the Council's area;

(e) any licence for a month or longer to occupy land in the Council's area;

(f) any tenancy where the Council is landlord and the Member (or person in (2)(b) above)
has a beneficial interest; or

(g) a beneficial interest (above the specified level) in the shares of any body which has a
place of business or land in the Council's area.

Non-Statutory Disclosable Interests

(4) If a Member has a non-statutory disclosable interest then you are required to declare that
interest, but may remain to discuss and vote providing you do not breach the overall
Nolan principles.

(5) A Member has a non-statutory disclosable interest where -

(a) a decision in relation to the business being considered might reasonably be regarded
as affecting the well-being or financial standing of you or a member of your family or a
person with whom you have a close association to a greater extent than it would affect
the majority of the council tax payers, rate payers or inhabitants of the ward or
electoral area for which you have been elected or otherwise of the authority's
administrative area, or

(b) it relates to or is likely to affect a disclosable pecuniary interest, but in respect of a
member of your family (other than specified in (2)(b) above) or a person with whom
you have a close association, or

(c) it relates to or is likely to affect any body —

(i)  exercising functions of a public nature; or

(i) directed to charitable purposes; or

(iii) one of whose principal purposes includes the influence of public opinion or policy
(including any political party or trade union) of which you are a Member or in a
position of control or management.

and that interest is not a disclosable pecuniary interest.
Filming, Photography and Recording at Council Meetings

The District Council supports the principles of openness and transparency in its decision
making and permits filming, recording and the taking of photographs at its meetings that are
open to the public. It also welcomes the use of social networking and micro-blogging
websites (such as Twitter and Facebook) to communicate with people about what is
happening at meetings. Arrangements for these activities should operate in accordance with
guidelines agreed by the Council and available via the following link filming,photography-and-
recording-at-council-meetings.pdf or on request from the Democratic Services Team. The
Council understands that some members of the public attending its meetings may not wish to
be filmed. The Chairman of the meeting will facilitate this preference by ensuring that any
such request not to be recorded is respected.

Please contact Mrs H Taylor, Senior Democratic Services Officer, Tel No: 01480 388008 / e-
mail: Helen.Taylor@huntingdonshire.gov.uk if you have a general query on any Agenda
Item, wish to tender your apologies for absence from the meeting, or would like
information on any decision taken by the Cabinet.

Specific enquiries with regard to items on the Agenda should be directed towards the
Contact Officer.

Members of the public are welcome to attend this meeting as observers except during
consideration of confidential or exempt items of business.




Agenda and enclosures can be viewed on the District Council’s website —
www.huntingdonshire.gov.uk (under Councils and Democracy).

If you would like a translation of Agenda/Minutes/Reports or
would like a large text version or an audio version
please contact the Democratic Services Manager

and we will try to accommodate your needs.

Emergency Procedure

In the event of the fire alarm being sounded and on the instruction of the Meeting Administrator,
all attendees are requested to vacate the building via the closest emergency exit.
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HUNTINGDONSHIRE DISTRICT COUNCIL

MINUTES of the meeting of the CORPORATE GOVERNANCE
PANEL held in Civic Suite 0.1A, Pathfinder House, St Mary's Street,
Huntingdon, PE29 3TN on Wednesday, 23 July 2014.

PRESENT: Councillor G J Harlock — Chairman.

Councillors E R Buitler, K J Churechill,
R Harrison, P Kadewere, P G Mitchell and

R J West.

APOLOGY: An apology for absence from the meeting
was submitted on behalf of Councillor
M G Baker.

MINUTES

The Minutes of the meeting of the Panel held on 14™ May 2014 were
approved as a correct record and signed by the Chairman.

MEMBERS' INTERESTS
No declarations were received.
IMPLEMENTATION OF AGREED AUDIT ACTIONS

Further to Minute No.14/73, the Panel received reassurances from
the Managing Director that a culture of compliance was being
promoted throughout the authority. Members were informed that the
implementation of agreed audit recommendations would be routinely
overseen by Management Team. Furthermore, the Managing Director
reported that the new Management Team would be in place by the
end of September and would be charged with the delivery of these
key actions as a priority.

With regard to the progress of the new Governance Boards, Members
were assured that they and the Overview and Scrutiny Panels would
be kept informed of their development.

INTERNAL AUDIT AND RISK MANAGER JOB DESCRIPTION

By way of a report by the Managing Director (a copy of which is
appended in the Minute Book) Members were advised of the
requirement under the Public Sector Internal Audit Standards to
report the job description and grade of the post of Internal Audit &
Risk Manager to the Panel.

Having been advised of the outcome of the job evaluation process for
the post, it was
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RESOLVED

that the report be received and the job description and grade
for the post of Internal Audit & Risk Manager be noted.

CORPORATE GOVERNANCE - PROGRESS REPORT

The Panel received and noted a report by the Head of Legal and
Democratic Services (a copy of which is appended in the Minute
Book) which contained details of actions taken in response to recent
discussions and decisions.

Members noted that it was the intention to submit a report on the
arrangements in place to support the achievement of value for money
(VFM) to the Panel’s November meeting to reflect the conclusions of
the 2013/14 VFM being undertaken by the External Auditors.

Attention was drawn to the Employee Handbook which had replaced
the formal Employees’ Code of Conduct. It was reported that the
Handbook had been considered by the Employment Panel and the
final version reviewed and approved by the Chairman and Vice-
Chairman of the Corporate Governance Panel. Members were
advised that the document will continue to evolve and will be more
readily accessible to staff in its new format. Given its change in
nature, it is not considered necessary or expedient to include the
document in the Constitution. Having been advised that the Head of
Paid Services would determine any future changes to the Handbook
and that these would be reported to the Employment Panel, Members

RESOLVED

that the Council be recommended to remove the Code of
Conduct (to be known as the Employee Handbook) from the
Constitution.

OFFICE OF THE SURVEILLANCE COMMISSIONER- RIPA
INSPECTION 4TH JUNE 2014

With the aid of a report by the Corporate Fraud Manager (a copy of
which is appended in the Minute Book) the Panel were acquainted
with the outcome of an inspection by the Office of Surveillance
Commissioner which was undertaken on 4th June 2014.

In introducing the report, the Fraud Manager reported that the
Inspector had endorsed the favourable conclusions of the 2011 report
that the Council’s use of the Regulation of Investigatory Powers Act
was of a satisfactory level. He then drew the Panel's attention to
areas which had been identified for improvement, together with the
actions taken in response to the proposed recommendations. In that
respect Members noted that “Authorising Officers”, including the RIPA
Senior Responsible Officer, would be identified once the new senior
management team was in place. Having indicated their wish to
receive details of these appointments at their next meeting, the Panel
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RESOLVED

(@) that the content of the Office of Surveillance
Commissioner’s report be noted; and

(b) that the actions taken and proposed by the Council in
response to the Office of Surveillance be endorsed.

FRAUD WORKING GROUP
RESOLVED

that Councillors M G Baker, E R Butler, K J Churchill, G J
Harlock and P G Mitchell be appointed to the Fraud Working
Group for the remainder of the Municipal Year.

PREPARING THE ANNUAL GOVERNANCE STATEMENT

With the aid of a report by the Internal Audit & Risk Manager (a copy
of which is appended in the Minute Book) the Panel was apprised of
the action taken to review the Code of Corporate Governance.

Members also considered a number of issues identified as significant
for inclusion in the Annual Governance Statement. It was anticipated
that the draft statement would be finalised shortly. Members would
then be given the opportunity to review and comment upon the
statement prior to its submission to Panel in September.

The Panel raised concerns with the Internal Audit & Risk Manager
regarding recent internal audit reports they had received and
questioned why he had not expressed any opinions following the
review of the Code of Procurement and staff recruitment. In response
to which, the Internal Audit & Risk Manager explained that this was
due to the limited volume of testing undertaken.

Members also expressed concerns about the outcome of the debtors
review and the possibility that this may also be deemed a significant
issue for the Annual Governance Statement.

Having noted that the Internal Audit & Risk Manager would discuss
with the Managing Director the inclusion of corporate surveys in future
statements, the Panel

RESOLVED

that the following governance issues be recorded as being
significant in the annual governance statement:

e to develop the themes and aims in the Corporate Plan
through service plans and performance measures;

e to review partnership working including
benefits/outcomes and the contribution partnerships
make to the Corporate Plan;
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¢ to publicise the vision statement and strategic themes
and outcomes; and
e continued compliance with the Code of Procurement.

INTERNAL AUDIT SERVICE - INTERNAL AUDIT PLAN

Having regard to a report by the Internal Audit Manager (a copy of
which is appended in the Minute Book) the Panel was given the
opportunity to consider and comment upon the Internal Audit &
Assurance Plan which sets out key features of the internal audit plan
process for the period commencing April 2014. Whereupon, it was

RESOLVED

(a) that the contents and resourcing of the Internal Audit Plan
for 2014/15 be approved; and

(b) that the Internal Audit & Risk Manager, after consultation
with the Chairman, be authorised to make minor
amendments to the Plan with any significant changes
being reported to the Panel.

MEMBERS' ALLOWANCES SCHEME - VARIATION TO SUPPORT
GUIDELINES

The Panel received and noted the content of a report by the Head of
Legal and Democratic Services (a copy of which is appended in the
Minute Book) proposing an amendment to paragraph 10 of the
Members Allowances Scheme and minor changes to the Members’ IT
and Telephone Support Guidelines appended to the scheme to reflect
a move towards electronic delivery of agenda for Council meetings.

Members were advised that the changes have arisen as a result of
the Cabinet’s decision to withdraw IT equipment and broadband
connections for Members and offer, as an alternative, the opportunity
to purchase iPads from Member Allowances.

Given some uncertainty over the inclusion of a reference to an
allowance for personal broadband in the guidelines, the Panel
suggested that this point be clarified with the Chairman prior to the
report’s submission to Council

Whereupon, it was
RESOLVED

that paragraph 10 of the Members Allowances Scheme and
the Members’ IT and Telephone Support Guidelines appended
to the Scheme be updated to reflect the changes approved by
the Cabinet to the level of IT support etc to be provided to
Councillors by the Council and that the Council be
recommended to approve the appropriate adjustments to the
Constitution.
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REVIEW OF THE EFFECTIVENESS OF THE LICENSING AND
PROTECTION PANEL/COMMITTEE

Consideration was given to a report by the Internal Audit & Risk
Manager (a copy of which is appended in the Minute Book) detailing
the outcome of a review of the effectiveness of the Licensing Panel /
Committee which had been undertaken at the request of the Panel by
a Working Group made up of three Licensing Committee Members.

Members noted that the review had concluded that the Panel was
generally acting effectively in discharging their responsibilities. The
Panel was also made aware of a number of issues raised by the
Working Group relating to training, the potential out-sourcing/sharing
of Legal Services, the composition of the Committee and attendance
at Sub-Committees.

Having been advised that the report had been discussed at a recent
meeting of the Licensing Committee and no objections were raised to
the conclusions reached by the Working Group, the Panel

RESOLVED

(a) that the results of the outcome of the Working Group’s
review of the effectiveness of the Licensing
Panel/Committee be noted; and

(b) that a review of the effectiveness of the S106 Agreement
Advisory Group be undertaken during 2014/15.

WORK AND TRAINING PROGRAMME

By way of a report by the Internal Audit and Risk Manager (a copy of
which is appended in the Minute Book) Members were acquainted
with a work programme for the Panel for 2014/15. In noting
arrangements to hold a formal training day for the Panel in
September, Members agreed that the event be promoted with other
authorities.

MR C MEADOWCROFT

The Panel was informed that this would be the last meeting that Colin
Meadowcroft would attend in his role of Head of Legal and
Democratic Services, prior to his retirement on 31st July 2014. The
Chairman extended his appreciation for the contribution made to the
Panel by Mr Meadowcroft and extended the Panel's best wishes to
him for a happy and healthy retirement

Chairman
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CORPORATE GOVERNANCE PANEL PROGRESS REPORT

Panel Date

Decision

Response

Date for Action

Officer
Responsible

29/1/14

Internal Audit Interim Progress Report

Internal Audit Manager to review the service delivery

Details of the outcome of the review will

26 November

Internal Audit

targets. be reported to the Panel in the Internal | 2014 & Risk
Audit half year progress report. Manager
Request that future reports include comparisons from
previous years.
14/05/14 | Monitoring the Effectiveness of the Control
Environment: Value for Money
Request for an annual report on the arrangements in | Agreed at July CGP to be postponed 26 November Head of
place to support the achievement of value for money. | until November. 2014 Resources
14/05/14 | Work and Training Programme
Training has been arranged Internal Audit
A formal training session to be arranged and 11 September & Risk
invitations extended to Committee Members from 2014 Manager
other Cambridgeshire Authorities.
14/05/14 | Grant Certification 2012/13
Letter to be sent to the Local Government Head of
Associations outlining the Panel’s concerns over the | Letter sent June 2014 May/June 2014 Resources.
cost to the authority of auditing benefit claims and
requesting that the criteria for taking a second
sample be adjusted to only require this if errors in the
previous round of sampling are material.
23/07/14 | Implementation of Agreed Audit Actions
Progress of the new Governance Boards to be Report from Corporate Programme Head of

€ wajl| epusby



CORPORATE GOVERNANCE PANEL PROGRESS REPORT

Panel Date | Decision Response Date for Action | Officer
Responsible
reported to Panel and Overview and Scrutiny. Board considered by the Economic Resources
Overview and Scrutiny Panel on 4™
September.
23/07/2014 | Employee Handbook
Senior
Recommendation to Council that the Handbook be Agreed by Council on 30" July 2014. 30" July 2014 Democratic
removed from the Constitution. Services
Officer
23/07/2014 | Office of the Surveillance Commissioner — RIPA
Corporate
Request to be informed of the appointments of Update to be given at the meeting. 25" Sept 2014 Fraud
authorising officers including the SRO. Manager
23/07/2014 | Members’ Allowances Scheme — variation to
support quidelines Senior
Democratic
Recommendation to Council that Para 10 of the Agreed by Council on 30" July 2014. 30" July 2014 Services
Members Allowances Scheme and the Members’ IT Officer
and Telephone Support Guidelines be amended.
23/07/2014 | Review of the effectiveness of the Licensing and Internal Audit
Protection Panel/Committee Likely to be undertaken in 4™ quarter — & Risk
dependant on implementation of new Manager
Agreed to undertake a review of the S106 software.
Agreement Advisory Group during 2014/15.
23/07/2014 | Work and Training Programme Internal Audit
Training undertaken on 11™ September | Sept 2014 & Risk
Agreed to extend an invitation to a formal training 2014. Manager

day arranged for September to other authorities.
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Public
Key Decision — No

HUNTINGDONSHIRE DISTRICT COUNCIL

Title: Approval for Publication of the 2013/14 Annual
Governance Statement and Annual Financial Report

Meeting/Date: Corporate Governance Panel — 25 September 2014
Executive Portfolio:  Resources: Councillor J A Gray
Report by: Head of Resources

Ward(s) affected: All Wards

Executive Summary:

The Council is required by statute to produce both an Annual Governance Statement
and an Annual Financial Report. Both of these documents are produced in line with
statutory regulation and are required to be approved by “those charged with
governance” and published by the 30" September.

In order to approve the accounts the Council must:

e Consider the “draft” Auditors Report (Section 3) which comments on the
auditor’s findings on the accounts and their view on value for money. Both the
accounts and the Value for Money position of the Council are expected to
receive an unqualified audit opinion.

e Approve the Annual Governance Statement (Section 4) which includes some
significant areas for improvement; including performance management,
budgetary control, partnership engagement, annual reporting, project
management, procurement and relationships with LGSS. Where appropriate
there are actions to be taken.

e Approve the Letter of Representation (Section 5)

e Approve the Annual Financial Report and authorise the Panel’'s Chairman to
sign them on behalf of the Council (Section 6)

Provision is made for the audit fees within existing budgets.

Recommendation(s):
It is recommended that the Panel:

. Receives the Auditor’s Draft ISA 260 report (Appendix A).

. Approves the Annual Governance Statement (Appendix B) and authorise the
Executive Leader and Managing Director to sign the Statement on behalf of
the Council.

. Approves the Letter of Representation (Appendix C) and authorises the Head

of Resources to sign it on behalf of the Council.

. Approves the Annual Financial Report (Appendix D) and authorises the
Chairman of the Panel to sign the accounts on behalf of the Council.




1.1

2.1

3.1

3.2

3.3

PURPOSE

To complete the processes for finalising and publishing both the Council’s
Annual Governance Statement and Annual Financial Report for 2013/14.

BACKGROUND

The Panel is designated as “those charged with governance” and
consequently, is required to approve both the Annual Governance Statement
and Annual Financial Report prior to publication, which has to be achieved by
the statutory deadline of the 30" September. To do this the Panel needs to
follow the stages in the order shown in this report.

RECEIVING THE DRAFT AUDITORS REPORT (ISA 260 REPORT)

This will be presented to the meeting by the Council's external auditors,
PricewaterhouseCoopers LLP (PwC) and is attached as Appendix A.

The main issues that have been raised within the report, relating to the Annual
Financial Report are:

Cut-off treatment for Section 106.

Presentational “reclassification” of the NDR Appeals Provision.
Removal of the Contingent Asset relating to VAT on car parks.
Related Party Transactions.

With regard to the Annual Financial Report issues note above, the details of
these adjustments and the management action are shown below:

Description of Misstatement Amount Management Action
£000
MAIN STATEMENTS
Section 106 96 Management has not made
this adjustment within the
Correction of errors accounts.
discovered as a result of cut-
off testing: This is only marginally above
the “trivial” threshold
This was in relation to Section (£91,000) and the impact of
106 funding that had not been this change would have a
approved in 2013/14 but not disproportionate impact
received until 2014/15. across the Main Statements

and the Disclosure Notes.

There is no impact on the
reported general fund,
earmarked reserves or non-
cash balances. However, the
consequence of not adjusting
for this funding does mean
that there will be additional

10



resources available during
2014/15 to finance capital
expenditure.

Accounts closure procedures
have been enhanced to
ensure that there is
appropriate “verification” of all
S.106 agreements where
approval was made within the
last month of the financial
year.

NDR Appeals Provision 2,054 Management has made this
adjustment within the

Presentational change for the Balance Sheet. This is

accounting for the NDR primarily a “presentational”

appeals provision. change.

In the draft accounts, the NDR There is no impact on the

appeals provision was shown reported general fund,

within Creditors, it is to be earmarked reserves or non-

shown within Short- Term cash balances.

Provisions (both within the

Balance Sheet). Accounts closure procedures
have been enhanced to
ensure that the NDR appeals
provision is how established
within the general ledger.

DISCLOSURES (NOTES)

Contingent Asset 2,700 Management has made this
adjustment within Note 40.

An adjustment to remove

reference to a contingent There is no impact on the

asset included with Note 40. reported general fund,
earmarked reserves or non-

This contingent asset was cash balances.

relating to VAT relating to off-

street parking since 1998.

Whilst legal cases have not

totally removed the possibility

of a refund, the position is

becoming increasingly less

hopeful.

INTERNAL CONTROL

Related Party Transactions Nil Within the accounts closure

That the Council has not
considered the related party
relationship that would exist

working papers the Council
has fully disclosed where
members had been
appointed to local

11




3.4

3.5

3.6

4.1

4.2

4.3

where the Council has organisations.
nominated a member to local
organisations. However, these
appointments were not
considered in the Related
Party review because these
appointments are made for
the sole purpose so the
Council can be represented
on the organisations
concerned; thereby
representing the views of the
Council. The intention of such
representation is not to
represent the views of the
individual member
concerned.

Management will seek views
from other practitioners in
preparation for 2014/15
accounts closure to
determine if “member
representations” are fair
disclosures in respect of
Related Party Transactions.

In addition to reviewing the Annual Financial Report, the auditors are required
to give a view on Value for Money within the Council.

The auditors anticipate an unqualified opinion in respect of both the Annual
Financial Report and the Value for Money conclusion.

The enclosed draft report was only issued on the 15" September and so there
has not been time to produce a commentary on the main issues raised. This
will be circulated as soon as possible.

APPROVE THE ANNUAL GOVERNANCE STATEMENT

The Council is required to review once a year the effectiveness of its system
of internal control and following that review, approve its annual governance
statement. The governance statement will be published alongside the annual
statement of accounts and is shown at Appendix B.

Two informal meetings have been held with the Panel. At the first the evidence
supporting the Code of Corporate Governance was considered, whilst at the
second the draft governance statement was reviewed. The Panel have been
robust in challenging the information presented to them.

The governance statement includes four significant areas for improvement.
. Develop the themes and aims of the Corporate Plan through service

delivery plans, performance measures and employees performance
targets.

12



4.4

5.1

6.1

7.1

7.2

7.3

. Publicise the vision statement and strategic themes and outcomes to
key stakeholders

. Review partnership commitments with an emphasis on the benefits
obtained and contribution towards the Corporate Plan

. Continue to educate employees in good procurement and contracting
practice to ensure that they understand how to act and comply with the
requirements of the Code of Procurement

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

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. This is
attached as Appendix C and it is “best practice” for the Panel to approve the
content of this letter and then authorise the Head of Resources to sign it on
behalf of the Council.

APPROVE THE ANNUAL FINANCIAL REPORT

The Council is required to produce and approve by the 30" June an Annual
Financial Report, which incorporates the Statement of Accounts. Then by the
30" September “those charged with governance” are required to approve and
the Council is required to publish the accounts. The Annual Financial Report is
attached at Appendix D and the Panel is asked to approve the accounts and
authorise the Chairman to sign them on in its behalf. The issues that have
been raised by the auditor in respect of the Annual Financial Report are
detailed within paragraph 3. If there are any further changes subsequent to the
issuing of this report, further commentary will be included in the note referred
to in paragraph 3.6.

REASONS FOR THE RECOMMENDED DECISIONS

The process that has been followed in preparing both the Annual Governance
Statement and the Annual Financial Report has been thorough and in line with
statutory regulations.

The significant issues that have been identified for inclusion within the Annual
Governance Statement are referenced within the statement and are a
reflection of the current situation.

Both the Annual Governance Statement and the Annual Financial Report have
been subject to external audit review by the Council's auditors,
PricewaterhouseCoopers.

LIST OF APPENDICES INCLUDED
Appendix A — Auditor’'s Report — ISA 260 Report
Appendix B — 2013/14 Annual Governance Statement

Appendix C — Letter of Representation
Appendix D — 2013/14 Annual Financial Report

13



BACKGROUND PAPERS

Annual Governance Statement
Code of Corporate Governance
CIPFA/SOLACE Publications:
Delivering Good Governance in Local Government: Framework 2007
: Framework Addendum 2012

Annual Finance Report

Final Accounts and Working Papers

Code of Practice on Local Authority Accounting in the United Kingdom 2013/14

Code of Practice on Local Authority Accounting in the United Kingdom Guidance Notes
for Practitioners 2013/14 Accounts

CONTACT OFFICER

Clive Mason, Head of Resources ( 01480 388157
David Harwood, Internal Audit Manager ( 01480 388115
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Appendix 2: Letter of representation

[Entity letterhead]
PricewaterhouseCoopers LLP
10 Bricket Road,

St Albans,

Hertfordshire

Al1 3JX

Dear Sirs

Representation letter — audit of Huntingdonshire District Council’s (the Authority)
Statement of Accounts for the year ended 31 March 2014

Your audit is conducted for the purpose of expressing an opinion as to whether the Statement of
Accounts of the Authority give a true and fair view of the affairs of the Authority as at 31 March
2014 and of its surplus and cash flows for the year then ended and have been properly prepared in
accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2013/14 supported by the Service Reporting Code of Practice 2013/14.

I acknowledge my responsibilities as Chief Financial Officer for preparing the Statement of
Accounts as set out in the Statement of Responsibilities for the Statement of Accounts. I also
acknowledge my responsibility for the administration of the financial affairs of the authority and
that I am responsible for making accurate representations to you.

I confirm that the following representations are made on the basis of enquiries of other chief
officers and members of the Authority with relevant knowledge and experience and, where
appropriate, of inspection of supporting documentation sufficient to satisfy myself that I can
properly make each of the following representations to you.

I confirm, to the best of my knowledge and belief, and having made the appropriate enquiries, the
following representations:

Statement of Accounts

° I have fulfilled my responsibilities for the preparation of the Statement of Accounts in
accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2013/14 supported by the Service Reporting Code of Practice
2013/14; in particular the Statement of Accounts give a true and fair view in accordance
therewith.

o All transactions have been recorded in the accounting records and are reflected in the
Statement of Accounts.

o Significant assumptions used by the Authority in making accounting estimates, including
those surrounding measurement at fair value, are reasonable.
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All events subsequent to the date of the Statement of Accounts for which the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2013/14 requires adjustment or disclosure have been adjusted or disclosed.

The effects of uncorrected misstatements are immaterial, both individually and in the
aggregate, to the Statement of Accounts as a whole. A list of the uncorrected
misstatements is attached to this letter as Appendix 2.

Information Provided

I have taken all the steps that I ought to have taken in order to make myself aware of any
relevant audit information and to establish that you, the authority's auditors, are aware of
that information.

I have provided you with:

e access to all information of which I am aware that is relevant to the preparation of the
Statement of Accounts such as records, documentation and other matters, including
minutes of the Authority and its committees, and relevant management meetings;

e additional information that you have requested from us for the purpose of the audit;
and

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

So far as I am aware, there is no relevant audit information of which you are unaware.

Accounting policies

I confirm that I have reviewed the Authority’s accounting policies and estimation techniques and,
having regard to the possible alternative policies and techniques, the accounting policies and
estimation techniques selected for use in the preparation of Statement of Accounts are
appropriate to give a true and fair view for the authority's particular circumstances.

Fraud and non-compliance with laws and regulations

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

I have disclosed to you:

the results of our assessment of the risk that the Statement of Accounts may be materially
misstated as a result of fraud.

all information in relation to fraud or suspected fraud that we are aware of and that
affects the Authority and involves:

— management;
— employees who have significant roles in internal control; or
— others where the fraud could have a material effect on the Statement of Accounts.

all information in relation to allegations of fraud, or suspected fraud, affecting the
Authority’s Statement of Accounts communicated by employees, former employees,
analysts, regulators or others.

all known instances of non-compliance or suspected non-compliance with laws and

regulations whose effects should be considered when preparing Statement of Accounts.
25
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I am not aware of any instances of actual or potential breaches of or non-compliance with laws
and regulations which provide a legal framework within which the Authority conducts its business
and which are central to the authority’s ability to conduct its business or that could have a
material effect on the Statement of Accounts.

I am not aware of any irregularities, or allegations of irregularities including fraud, involving
members, management or employees who have a significant role in the accounting and internal
control systems, or that could have a material effect on the Statement of Accounts.

Related party transactions

I confirm that the attached appendix to this letter is a complete list of the Authority’s related
parties. All transfer of resources, services or obligations between the Authority and these parties
have been disclosed to you, regardless of whether a price is charged. We are unaware of any other
related parties, or transactions between disclosed related parties.

Related party relationships and transactions have been appropriately accounted for and disclosed
in accordance with the requirements of Section 3.9 of the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2013/14.

We confirm that we have identified to you all senior officers, as defined by the Accounts and Audit
Regulations 2011, and included their remuneration in the disclosures of senior officer
remuneration.

Employee Benefits

I confirm that we have made you aware of all employee benefit schemes in which employees of the
authority participate.

Contractual arrangements/agreements

All contractual arrangements (including side-letters to agreements) entered into by the Authority
have been properly reflected in the accounting records or, where material (or potentially material)
to the statement of accounts, have been disclosed to you.

Litigation and claims

I have disclosed to you all known actual or possible litigation and claims whose effects should be
considered when preparing the statement of accounts and such matters have been appropriately
accounted for and disclosed in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2013/14.

Taxation

I have complied with UK taxation requirements and have brought to account all liabilities for
taxation due to the relevant tax authorities whether in respect of any direct tax or any indirect
taxes. I am not aware of any non-compliance that would give rise to additional liabilities by way
of penalty or interest and I have made full disclosure regarding any Revenue Authority queries or
investigations that we are aware of or that are ongoing.

In particular:
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e In connection with any tax accounting requirements, I am satisfied that our systems are
capable of identifying all material tax liabilities and transactions subject to tax and have
maintained all documents and records required to be kept by the relevant tax authorities
in accordance with UK law or in accordance with any agreement reached with such
authorities.

e I have submitted all returns and made all payments that were required to be made
(within the relevant time limits) to the relevant tax authorities including any return
requiring us to disclose any tax planning transactions that have been undertaken the
authority’s benefit or any other party’s benefit.

e I am not aware of any taxation, penalties or interest that are yet to be assessed relating to
either the authority or any associated company for whose taxation liabilities the authority
may be responsible.

Bank accounts

I confirm that I have disclosed all bank accounts to you including those that are maintained in
respect of the pension fund.

Subsequent events

There have been no circumstances or events subsequent to the period end which require
adjustment of or disclosure in the statement of accounts or in the notes thereto.

Assets and liabilities

o The Authority has no plans or intentions that may materially alter the carrying value and
where relevant the fair value measurements or classification of assets and liabilities reflected
in the Statement of Accounts.

¢ In my opinion, on realisation in the ordinary course of the business the current assets in the
balance sheet are expected to produce no less than the net book amounts at which they are
stated.

o The Authority has no plans or intentions that will result in any excess or obsolete inventory,
and no inventory is stated at an amount in excess of net realisable value.

o The Authority has satisfactory title to all assets and there are no liens or encumbrances on the
Authority's assets, except for those that are disclosed in the Statement of Accounts.

e Iconfirm that we have carried out impairment reviews appropriately, including an assessment
of when such reviews are required, where they are not mandatory. I confirm that we have used
the appropriate assumptions with those reviews.

e Details of all financial instruments, including derivatives, entered into during the year have
been made available to you. Any such instruments open at the year-end have been properly
valued and that valuation incorporated into the statement of accounts. When appropriate,
open positions in off-balance sheet financial instruments have also been properly disclosed in
the Statement of Accounts.

Financial Instruments
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e All embedded derivatives have been identified and appropriately accounted for under the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom

2013/14.

e  Where hedging relationships have been designated as either firm commitments or highly
probable forecast transactions, I confirm that our plans and intentions are such that these
relationships qualify as genuine hedge arrangements.

e  Where fair values have been assigned to financial instruments, I confirm that the valuation
techniques, the inputs to those techniques and assumptions that have been made are
appropriate and reflect market conditions at the balance sheet date, and are in line with the
business environment in which we operate.

Retirement benefits

e All retirement benefits that the Authority is committed to providing, including any
arrangements that are statutory, contractual or implicit in the authority’s actions, wherever
they arise, whether funded or unfunded, approved or unapproved, have been identified and
properly accounted for and/or disclosed.

e All settlements and curtailments in respect of retirement benefit schemes have been identified
and properly accounted for.

o The following actuarial assumptions underlying the valuation of retirement benefit scheme
liabilities are consistent with my knowledge of the business and in my view would lead to the
best estimate of the future cash flows that will arise under the scheme liabilities:

Rate of inflation 2.8%
Rate of Increase in Salaries 4.6%
Rate of Increase of Pensions 2.8%
Discount Rate 4.3%
Longevity at 65 for current pensioners

Men 22.5

Women 24.5

Longevity at 65 for future pensioners

Men 24.4

Women 26.9

o The authority participates in the Teachers’ Pension Scheme that is a defined benefit scheme. I
confirm that the authority’s share of the underlying assets and liabilities of this scheme cannot
be identified and as a consequence the scheme has been accounted for as a defined
contribution scheme.

Using the work of experts

I agree with the findings of Baker Storey Matthews, experts in evaluating the valuation of
property and have adequately considered the competence and capabilities of the experts in
determining the amounts and disclosures used in the preparation of the Statement of Accounts
and underlying accounting records. The Authority did not give or cause any instructions to be
given to experts with respect to the values or amounts derived in an attempt to bias their work,
and I am not otherwise aware of any matters that have had an impact on the objectivity of the
experts.

I also agree with the work performed by Inform CPI - Analyse Local over the Non Domestic Rates
appeals provision and have adequately considered the competence and capabilities of the experts
in determining the amounts and disclosures used in the preparation of the Statement of Accounts
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and underlying accounting records. The Authority did not give or cause any instructions to be
given to experts with respect to the values or amounts derived in an attempt to bias their work,
and I am not otherwise aware of any matters that have had an impact on the objectivity of the
experts. The figure stated in the Chart of Accounts and in the Collection Fund is a best estimate
based on the work performed by Inform CPI — Analyse Local.

Other matters

I have taken appropriate legal advice to satisfy myself that the accounting treatment adopted for
the Local Authority Mortgage Scheme does not contravene the requirements of the Local
Authorities (Capital Finance and Accounting) (England) Regulations 2003.

As minuted by the Corporate Governance panel at its meeting on 25 September 2014

Chief Financial Officer — Head of Resources

For and on behalf of

Appendix 1 - Related parties and related party transactions
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Access 2 Ltd

Action For Market Towns

Alan Smith (St.Neots) Limited
Alconbury Church of England Primary
School

Anglia Circuits, St Ives

Anglian Water

Bakeaway Ltd, Corby (Pastry Company)
Barclays Bank Whittlesea

Bid Huntingdon Ltd

Blackfyne Ltd

Boldfield Ltd

Boston Borough Council

Brampton Parish

Buckden Surgery Patients Association
Cambridgeshire Chambers of Commerce -
Huntingdonshire Area

Cambridgeshire Community Safety Strategic
Board

Cambridgeshire Consultative Group for the
Fletton Brickworks Industry
Cambridgeshire County Council
Cambridgeshire Health and Well-Being
Board

Cambridgeshire Horizons Limited
Cambridgeshire Older People's Partnership
Board

CGI

Churchill House

Civil Service Department

CML Asian services

Community Solutions (Cambs) Limited
Conservative Association

Conservative Party

Co-Part Ltd

David Campbell Bannerman MEP
Derbyshire Dales District Council
Development Management Panel

Doctors Surgery, Church Street, Somersham
Domestic Homicide Review Panel

Duke of Edinburgh Award

Eaton Ford and Priory Park

Ellington Parish Council

Employee Liaison Advisory Group
Employment Panel - Chairman
Environmental Advisory Group Inc

Er & Ja Butler (Farming) Limited
Farming, Stud and Livery Stable Business
Fengrain Ltd

Fenland Stoneworks Ltd

Fenstanton Glebe Allotments
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Fire Solutions (Fast 2 host)

Francis scientific instruments ltd

GL Profiles Dock Road Industrial Estate
Godmanchester Town Council

Great Fen Project Steering Group
Great Paxton School

Greater Cambridge And Greater
Peterborough Enterprise Partnership
Limited

Greater London Authority

Gulls Design Best Ltd
H.C.Moss(Builders)Limited
Hartford School

Highways Agency

Hinchingbrooke School Association
Huntingdon Association of Community
Transport

Huntingdon Business Against Crime
Huntingdon Constituency Conservative
Association

Huntingdon Gym Club

Huntingdon Regional College
Huntingdon Volunteer Bureaux
Huntingdonshire Community Safety
Partnership

Huntingdonshire Federation of Volunteer
Bureaux

Huntingdonshire Flood Forum
Huntingdonshire Local Strategic
Partnership

Huntingdonshire Volunteer Centre
Huntsman Leisure Ltd

Internal Drainage Board

Ite Builder

Jag Express Ltd

Jigsaw Coaching

JM Housing Network (Housing
Consultancy)

John Lewis Plc

Kimbolton School

Kimbolton School Foundation

King Borthers Lady Lodge Ltd
Labour Party

Laine Design

LGA Rural Commission

LGA Rural Policy Review Group
Liberal Democrats Group

Little Barford Power Station Liaison
Committee

Little Gransden Aerodrome Consultative
Committee



Local Water Forum

Locking & Security Solutions Limited
London Borough of Camden

Lord Kalms

Luminus Homes Limited

Management Group - North Huntingdon
Meldire Limited

Metasphere Limited

Middle Level Commissioners

MOD, RAF Whiton

My Card Limited

Natural High Experience Limited
Neighbourhood Management Group -
Eynesbury

Neighbourhood Management Group - North
Huntingdon

Nene & Ouse Community Transport
Nick Guyatt (or Nicholas Guyatt)
Consultancy on Financial & Other Matters
Nottingham City Council

Novae Group PLC

Oak Foundation

Overview and Scrutiny Social Well-being
Panel

Oxmoor Community Action Group (OCAG)
Padgek Ltd

PE9 Solutions Ltd

Peter Reeve Associates Limited
Peterborough And District Funeral Services
Ltd.

Planning Officers Society

Pos Enterprises Ltd

POSe

Prima Vista Somersham Road

Prince's Youth Business Trust

Pro-Spray Automotive Finishes Ltd
Public Sector Consultants

Puma Distribution Limited

Ramsey Neighbourhood Trust Ltd

Red Tile Wind Farm Trust Fund Ltd.
Responsible Equity Release

Retrac Solutions Ltd

Retract Solutions

Rotary Club

Royal Town Planning Institute

Safety Advisory Group

Sawtry Community College

Separa Ltd

Sharp Planning Plus Limited
Shopmobility Trust

Smith Farrer Holdings Limited
Somersham & Earith Division

South Cambridgeshire District Council
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South Holland District Council
Spinfloor

Spinflow Limited

St Andrews Nurseries

St Ives Town Council

St Ives Town Initiative

St Neots Development and Growth
Committee

St Peter's School Huntingdon

St. Ives Quadrilateral St. John's Ambulance
St. Ivo Leisure Centre Management
Committee

St. Neots Museum Limited

Standards Committee

Steve Criswell Garden Design

Stilton Children and Yong People's Facilities
Assn

The Association of Conservative Clubs
Limited

The Chapman Property Partnership
The Civic Trust

The Consultation on Treasury Matters
The Dales Trust

The National Retail Planning Forum
Towergate Insurance

Town Centre Management Initiatives
TPO Sub-Group

UK Independence Party

University of Cambridge

Vislark PLC

Vislink Plc

Wolverhampton City Council

Yaxley Festival Funding Limited



Appendix 2 — Summary of uncorrected misstatements

Description of misstatement Income statement Balance sheet

(factual, judgemental, projected)

Uncorrected misstatements Dr Cr Dr Cr
1 Dr Accounts Receivable F - 96,012 -
Cr Revenue 96,012

Being an adjustment to correct errors
discovered as a result of cut-off testing

Total uncorrected misstatements - 96,012 96,012 -
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What is Corporate Governance?

Corporate governance generally refers to the processes by which organisations are directed,
controlled, led and held to account.

The Council’s governance framework aims to ensure that in conducting its business it

* operates in a lawful, open, inclusive and honest manner

* makes sure that public money is safequarded, properly accounted for and used economically,
efficiently and effectively

* has effective arrangements for the management of risk

* secures continuous improvements in the way that it operates.

The governance framework comprises the culture, values, systems and processes by which the
Council is directed and controlled. The framework brings together an underlying set of legislative
requirements, good practice principles and management processes.

The Council has a local Code of Corporate Governance. It is consistent with the principles set
out in ‘proper practice’ for the public sector, namely ‘Delivering Good Governance in Local
Government: Framework’ published by CIPFA/SOLACE.* A high level summary of the principles
can be found on the following page.

* Changes were last made to ‘Delivering Good Governance in Local Government: Framework’, published by CIPFA (the
Chartered Institute of Public Finance and Accountancy) and SOLACE (the Society of Local Authority Chief Executives
and Senior Managers) in December 2012.

How has this Statement been prepared?

The initial review of the effectiveness of the Council’s governance framework was conducted by a
group of Officers. This group included the Monitoring Officer and the Responsible Financial Officer.

The Corporate Governance Panel met informally to review, discuss and challenge the evidence and
assurance provided by those Officers. They also identified the significant governance issues that
they considered should be included in this Statement. These issues were formally agreed at the July
Corporate Governance Panel meeting.

The Corporate Governance Panel also considered whether any issues identified in the Internal Audit
annual report should be included in this Statement. Findings arising from the work undertaken by
External Audit in respect of the 2013/14 Annual Financial Report were considered by the Corporate
Governance Panel at its meeting on 25 September 2014, following which, this Statement was
formally approved.
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The Principles

A summary

Principle 1

The Council clearly sets out
its purpose and vision and
the outcomes it is seeking to
achieve.

This will be achieved by:

Clearly communicating the
Council’s purpose and vision
and the intended outcome
for citizens and service users

Making best use of resources
and providing services that
are good value for money

Seeking the views of service
users on the quality of
services that are provided

Principle 2

Members and Officers have
clearly defined functions and
roles which allow them to
work together to deliver the
Council’s vision.

This will be achieved by:

Setting out executive and
non-executive functions and
the roles and responsibilities
of the scrutiny function

Clearly setting out the
roles and responsibilities of
Members and Officers

Defining what is expected
from partners

Principle 3

Demonstrate the values of
good governance and uphold
high standards of conduct
and behaviour.

This will be achieved by:

Introducing and maintaining
arrangements that clearly set
out the standards of conduct
and behaviours expected
from Members and Officers

Underlying each of these principles is the Council’s commitment to equality of opportunity in
its approach to policy-making, service delivery and employment.




Annual Governance Statement - 2013/2014 | 5

The Council aims to achieve

good standards of governance by:

1. setting out its purpose and vision

2. making sure everyone understands their role
3. behaving in accordance with its core values
4. being open and accountable and exercising effective control
5. working effectively both as individuals and as a team
6. engaging with its stakeholders

Principle 4

Informed and transparent
decisions are taken which are
subject to effective scrutiny.
Risks are identified and
managed

This will be achieved by:

Having rigorous and
transparent decision making
processes in place

Maintaining an effective
scrutiny process

Acting within the law

Providing good-quality
information, advice and
support to Members and
partners

Ensuring that an effective
risk management system is in
place

Principle 5

Develop the capacity and
capability of Members’ and
Officers’ so that they can act
effectively.

This will be achieved by:

Introducing and maintaining
systems and resources that
allow Members and Officers
to develop and gain the skills
and knowledge they need to
perform well in their roles

Evaluating Members’ and
Officers’ performance

53

Principle 6

Engage with local people and
other stakeholders to ensure
robust public accountability.

This will be achieved by:

Developing constructive
relationships with
stakeholders

Taking an active and planned
approach to dialogue with
the public

Regularly consulting with
employees and their
representatives
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How do we know our
arrangements are working?

Governance Framework

* Constitution (incl. statutory officers,
« Delivery of Corporate Plan aims and objectives scheme of delegation, financial
* Services are delivered economically, management & procurement rules)
efficiently & effectively * Corporate Governance Panel

« Management of risk * Internal & external audit

. . e Independent external sources
e Effectiveness of internal controls P

e Scrutiny function

* Democratic engagement & public : ,
* Council, Cabinet & Panels

accountability

« Budget & financial management * Medium Term Financial Strategy

arrangements * Complaints system

* Roles & responsibilities of Members * HR policies & procedures

& Officers * Whistleblowing & other
countering fraud arrangements

* Risk management framework

¢ Standards of conduct & behaviour

* Compliance with laws & regulations,

. . o
internal policies & procedures Performance management

system

* Action plans dealing with . Codes ooaumtm

significant issues are approved,

actioned & reported on * Chief Officers’
Management Team

Code of
Corporate Assurance Sources of

Governance Required Upon Assurance

54
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To monitor the effectiveness of the Council’s corporate governance systems, the Corporate
Governance Panel review each year the governance framework.

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
alongside a summary of the evidence to support compliance with the Code of Corporate Governance.

This statement therefore describes the key changes to, and developments within the Council’s
governance framework during 2013/14 and up to the date of approval of the Annual Financial
Report. The progress that has been made in dealing with the significant governance issues identified
last year is included and the significant governance issues that have been identified from the

governance review are highlighted.

This statement allows the Council to meet the requirement of the Accounts & Audit (England)
Regulations 2011, to prepare and publish an annual governance statement to accompany the

2013/14 Annual Financial Report.

* Annual Financial Report
* External audit reports
* Internal audit reports
* Local Government Ombudsman reports
* Office of the Surveillance Commissioner report
e Scrutiny reviews

2

* Effectiveness reviews of Corporate
Governance Panel and Licensing

* Independent external review of the
internal audit service

* Member/Officer working group review
of the Code of Corporate Governance

" Annual
Assurances Opportunities
_ Governance
Received to Improve Statement

55

* Develop the themes and aims
of the Corporate Plan through
service plans and performance
measures

* Review partnership commitments

* Publicise the vision statement & strategic
themes and outcomes

* Ensure full compliance with the Code of
Procurement.

A
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2013

Corporate Governance Internal audit service Corporate Governance
Panel adopt the Public undertake a self- Panel discuss the Internal
Sector Internal Audit assessment against the Audit annual report and
Standards (PSIAS) with PSIAS to identify its level the opinion for period
effect from 1 April and of conformance and ending March 2013:
approve an Internal any opportunities for ‘limited’ assurance over
Audit Charter. The improvement. An action key business processes
Charter sets out internal plan was agreed by and financial systems. The
audits position within Corporate Governance key issues that led to the
the Council including Panel. None of the areas ‘limited” opinion being
how it will maintain of non-conformance were given were referenced

its independence and considered significant in the 2012/13 annual
objectivity. The functional enough to warrant governance statement

reporting responsibilities inclusion in the 2012/13 « Compliance with the
of the Panel are also annual governance Code of Procurement
agreed. statement.

Ensuring projects were
managed appropriately
and

Delays in the
introduction of agreed
audit recommendations

56



The interim management
arrangements (of joint
Managing Directors)
agreed in August

2011 ended with the
appointment of Joanne
Lancaster as Managing
Director and Head of Paid
Service.

The review of the
effectiveness of the
Corporate Governance
Panel concluded they
were ‘acting effectively’.

To improve the
accessibility and clarity

of financial information
reporting, a Financial
Dashboard was created
that summarised at a high
level, key financial data.
This is circulated by email
to all Councillors on a
monthly/quarterly basis.

57
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September

External audit issue

an unqualified audit
opinion on the 2012/13
financial statements and
an unqualified value

for money opinion.

They made a number

of recommendations

to further improve the
accounts closure process
and the governance
framework. The majority
of these were introduced
by 30 June 2014. Those
not fully introduced relate
to improving governance
processes (see December
2013).

Corporate Governance
Panel approve the
2012/13 annual
governance statement on
behalf of the Council. Six
significant governance
issues were identified.
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October November December

Officer led Governance
Board and six governance
working groups
established to address
‘cultural compliance’
issues raised by internal
and external audit. The
working groups cover the
following areas:

* Risk
* Project management

Against the background
of needing to have

a clearer focus on

budget monitoring

and financial savings,

the Cabinet members
requested further financial
information. A suite of
financial reports were
introduced, known

as Strategic Financial
Reporting (SFR). The SFR
contains more detail than
the Financial Dashboard
and is presented to
Cabinet quarterly.

Senior management re-
structure commences.

e Customers
 Culture and compliance
Finance

Procurement

Formal annual report on
the work of the Corporate
Governance Panel is

presented to Council.

The three Overview &
Scrutiny Panels began
reviewing ‘Facing the
Future’ templates —
options put forward by
each service area for
savings for 2015/16
and beyond — robustly
challenging service
managers on service
levels and resource
requirements.

58
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2014

IELITETRY February

Employee pay evaluation
moderation process
completed and appeals
process commenced.

Key Improvement
Area for 2013/14

Reinvigorate engagement
with the Huntingdonshire
Strategic Partnership
(HSP) through the
Huntingdonshire Matters
process.

The HSP met in January.
The Hunts Matters
groups meet regularly.
Little progress has

been made in this

area. A review of
partnerships, including
our commitment to the
HSP is to be undertaken.
This remains a key
improvement area for
2014/15.

The Corporate Fraud team
led the development

of the Cambridgeshire
Tenancy Fraud Forum,
which was formally
launched in February. The
project won the 2013
National Fraud Authority
innovation award.

External independent peer
review of internal audit
undertaken. It concluded
that the service was
delivering an effective
service to the Council.

Removal of permanent
independent co-optees
from Overview & Scrutiny
Panels. Individuals who
have specialist knowledge
or expertise will be invited
to contribute to study
areas.

59

Retirement of the Asst.
Director (Finance &
Resources), who was
the Council’s statutory
Responsible Financial
Officer (RFO). Clive
Mason, the Accountancy
Manager, who
subsequently became
the Head of Resources,
appointed RFO.

Key Improvement
Area for 2013/14

Continue to educate

and train employees in
good procurement and
contracting practice

to ensure that they
understand how to act
and comply with the
requirements of the Code
of Procurement.

33 employees directly
involved in procuring
goods and services
received training from the
Procurement Manager
during 2013/14.
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2014

Internal audit opinion for
period ending March 2014:
‘limited” assurance over

key business processes

and ‘adequate’ assurance
over financial systems. The
key issues that led to the
‘limited’ opinion being given
are detailed on page 16.

Pay evaluation process
completed and new pay
structure introduced.

New senior management
structure introduced

New list of politically
restricted posts agreed by
the Managing Director.

Approval of Council
Plan and performance
management framework.

The Council, after
considering the report of
the Constitution working
group, makes a number
of procedural changes to
improve the management
of Council meetings and
democratic accountability.

The Council makes
amendments to its
Constitution. In addition
to changes to the Code

of Financial Management
and Code of Procurement,
the terms of reference of
a number of Panels and

Committees are updated. The
: . Key Improvement
Council sets up a working

group to review how Council Area for 2013/14

meetings operated. Introduce a project
management tool-kit, that
can be applied to projects

Review of the effectiveness

o . across all levels of the
of the Licensing Committee hori : h
and Licensing Protection SO, MO ITRREHS Hie

Panel concluded they were management and delivery
‘acting effectively’. of projects.
Section 106 Agreement

Advisory Group to be the
subject of the next review.

Programme and Project
Management Toolkit

launched to assist
Social media policy managers successfully
introduced. The policy deliver a number of
explains how officers should projects, including those
communicate with and from within the Facing
respond to service users, the Future programme.
through the Council’s various

social media channels.
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Following the
management restructure,
the Democratic Services
Manager is appointed
statutory Monitoring
Officer until the new
Corporate Director
(Services), Julie Slatter,
commences work on 1
September.

Strategic partnership
agreement with South
Cambridgeshire District
Council to consider shared
service delivery. Building
Control, IT Services and
Legal are within the first
tranche of services being
considered as potential
shared services.

Risk management
strategy updated. Risk
management group
duties transferred to the
risk governance working
group and the internal
audit service.

Employee opinion survey
undertaken.

‘Balancing the Budget'
public consultation
process for the 2015/16
budget.

Council agrees to the
removal of the Employees
Code of Conduct from
the Constitution. The
Managing Director is
given responsibility

for introducing an
employee handbook, as a
replacement for the Code
of Conduct.

The governance working
groups were re-assigned
to the new Heads of
Service.

1
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The Council: How 1t works

All Councillors meet together as the Council. Meetings are
normally open to the public. The conduct of the Council’s
business is defined by formal procedures and rules, which are
set out in the Constitution. The Constitution explains the roles
and responsibilities of the executive, non-executive, scrutiny
and officer functions and the delegation arrangements that are
in place. It also contains the Codes of Financial Management
and Procurement and the Code of Conduct for Members. The
diagram below shows the Council’s governance structure.

In July 2013, the Council appointed a new Managing Director,
Joanne Lancaster. She completed a review of the senior
management structure, the result of which reduced the number
of senior managers from ten to nine and realigned service
responsibilities. Only one of the previous senior management
team remained in post, the remainder leaving the Council
between March and July 2014. New managers took up post
between July and September 2014. There were a number of
months when some services were without Heads of Service and
the Managing Director took on responsibility for these areas as
an interim measure.

Council

Consists of 52 elected Councillors, covering 29 wards. Appoints the Overview & Scrutiny
and other committees/panels. Approves the policy and strategic framework and budget.

Central to the
Corporate Plan is
the following vision
statement:

We want to continue

to improve the quality

of life for the people of
Huntingdonshire and
work towards sustainable
economic growth whilst
providing value for money
services.

Key Improvement
Area for 2014/15
Publicise the vision
statement to stakeholders.

Chief Officers’ Management Team
Managing Director

Overview & Scrutiny

Three Panels comprising 12 Members
each with a remit to scrutinise a discrete
range of Council services.

Appoint Working Groups to undertake
in-depth investigations and make

recommendations to the appointing Panel.

Panels are responsible for their own
work programmes to hold the Executive
Leader and Cabinet to account, monitor
performance, examine issues in-depth
and make recommendations for policy
development.

The Social Well-Being Panel is responsible
for scrutinising crime and disorder
reduction and housing policy.

The Economic Well-Being Panel is
responsible for scrutinising the Budget/
Treasury Management, though all Panels
consider the financial performance of
services within their remit.

The Environmental Well-Being Panel is
responsible for scrutinising planning and
waste policies.

All Panels oversee the Facing the Future
process.

Executive Leader and
Cabinet

They are responsible for the
discharge of all the Council’s
functions which are not the
responsibility of any other part
of the council;

Seven Councillors form the
Cabinet, each have specific
areas of responsibility.

Sets out key decisions to be
taken in a Notice of Executive
Decisions published monthly.
Submits budget and key policy
proposals to Council.
Consults with Overview &
Scrutiny Panels and other
Panels on the formulation

of the policy, strategic and
financial framework.
Arranges for the discharge of
the executive functions by the
Cabinet.

Corporate Director - Service
Corporate Director - Delivery
Head of Resources

Regulatory Committees

The Licensing Protection Panel/Licensing
Committee - Responsible for carrying out the
Council’s non-executive functions relating to
licensing and registration, health and safety at
work and protections of the environment;
Development Management Committee -
Responsible for the discharge of the Council’s
non-executive functions relating to town and
country planning and development control.

Other Committees and Panels
Employment Panel - Provides strategic overview
of the people management and workforce
decisions and issues within the Council;
Standards Committee - Promotes and
maintains high standards of conduct within

the Council and town and parish councils of
Huntingdonshire. Responsibility for complaints
received about Council services and elections
matters.

Corporate Governance Panel - Considers issues
of audit, risk, governance and finance.
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The Council is required to appoint a Monitoring Officer who,
in addition to leading an annual review of the Constitution to
ensure it remains fit for purpose, also advises on compliance
with the Constitution and ensures that decision making is
lawful and fair. The Head of Legal & Democratic Services was
appointed to this statutory post until leaving the authority in
July 2014. Interim arrangements have been introduced prior
to the Corporate Director (Services) commencing work in
September 2014.

As reported in last year’'s Statement, the Council was to prepare

a Corporate Plan to build upon the Leadership Direction that
was agreed in November 2012. Preparing the Corporate Plan
and its associated Performance Management Framework took
longer than expected. Both documents were approved by the
Council in April 2014.

Work has started on preparing individual service plans and
targets that will link to the Corporate Plan themes and
outcomes. The process of linking employees performance to
the delivery of the service targets has not yet been completed.
This item has been included as a significant issue for 2014/15.

Whilst reporting of financial information has been undertaken,
with the exception of information on employment related
matters and the performance of internal audit, no performance
management information has been routinely reported to
Members during 2013/14. This information has been prepared
and reviewed by the Chief Officers” Management

Team quarterly. It is anticipated that

performance information will be reported

to the Overview & Scrutiny Panels from

September 2014. January

Key Improvement
Area for 2013/14

Develop the themes and
aims contained in the
Leadership Direction

through Service Plans,
performance measures
and reporting and
links to employees key
performance targets.

This remains a key
improvement area for
2014/15

Key Improvement
Area for 2013/14

Introducing an Annual

Report from the 2013/14
financial year to be
published alongside the
Annual Financial Report.

February

March

BUDGETS AND

In considering how the overall
performance of the Council
could be reported to
stakeholders it was agreed
that an Annual Report be
published for the 2013/14
financial year. This has

been written and will be

December

COUNCIL TAX
APPROVED

FINANCIAL AND BUSINESS
PLANNING: RESOURCE
ALLOCATION

April

SERVICE PLANS
EFFECTIVE 1 APRIL

MONITORING REPORTS

MONTHLY:
- BUDGET MONITORING (SIMPLE)

APPRAISALS: REVIEW
PAST YEAR
SET TARGETS FOR
THIS YEAR

QUARTERLY:

ublished alongside th November - PERFORMANCE MONITORING
P € . © .g € the - CORPORATE MONITORING Ca@g@%’,@e%
Annual Financial Report. RPN - BUDGET MONITORING (DETAILED) END DATA
[t will inform the Council’s / PROCESS SIX MONTHLY
S COMMENCES - RISK MONITORING
annual State of the District (OCT-FEB)
debate.
APPRAISALS: REVIEW OF
TARGET ACHIEVEMENT
AND DEVELOPMENT NEEDS CONSULTATION
October IDENTIFICATION WITH RESIDENTS June

The Performance Management
Framework sets out the annual

ANNUAL GOVERNANCE
STATEMENT/ANNUAL

FINANCIAL REPORT TO

corporate and budget planning cycle CGP
that will be followed for 2014/15 and

onwards and is shown here. September

63

PROPOSALS

FOR CHANGES
TO MTP

UUN-AUG) o anciaL

OUTTURN REPORT
TO CABINET/
COUNCIL
SERVICE

PLANNING
COMMENCES

July

August

May
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Corporate Governance Panel
seeking assurance

The Corporate Governance Panel, as its name suggests, has responsibility for receiving many reports
that deal with issues that are key to good governance. It acts as the Council’s audit committee.

The table below provides summary information on the areas it has considered.

When considering governance issues, the Panel raised a number of concerns about shortcomings in
control systems and processes. The most significant of these were:

* The lack of any project management guidance.
* Delays in introducing agreed internal audit actions.
* The increasing number of ‘limited” assurance opinions within internal audit reports.

* The 'little” assurance opinion that has been given by internal audit in respect of the debtors
financial system.

Corporate Governance Panel: Key Business

May / July 2013 September 2013 November 2013
Note outcome of effectiveness Approve the 2012/13 annual Involvement of co-optees on the
review of Overview & Scrutiny governance statement (AGS) Overview & Scrutiny Panels
Panels
Public engagement: filming/ Consider External Auditors Note the setting up of officer
recording at Council meetings 2012/13 ‘report to those charged governance working groups
with governance’ and action plans
(ISA 260)
Consider Internal Audit annual Approve the 2012/13 statement of Consider internal audit review
report and opinion, June 2013 accounts of the job evaluation and pay

review process

Note internal audit review of Review the risk register and Approve changes to
appointment of professional management of risks whistleblowing policy &
advisors procedure

Approve changes to regulation of Approve changes to the Code of

investigatory powers polices Procurement and the re-writing of

the employee code of conduct as
an employee handbook

Review annual reports

e Effectiveness of internal audit * Panel’s own effectiveness review * Fol, EIR & DPA requests*
service » Corporate Business Continuity

* Freedom of Information, Environmental Information %&ulations, Data Protection Act
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Action has been taken:

* The programme and project management toolkit was approved by the project management

working board and launched in June 2014.

* The Managing Director attended the July 2014 Panel meeting and explained how a culture of
compliance was being promoted and that the new Management Team would be charged with

delivery of the audit actions as a priority.

* The Management Team formally consider all audit reports that have been given ‘limited” or ‘little’
assurance opinions and agree with the relevant manager the improvements that need to be made.

* The Head of Resources has appointed temporary staff to the debtors team to deal with the issues
identified by internal audit.

Each year the Panel consider how effective they have been in overseeing the Council’s governance

arrangements.

This governance statement is reported to Council once it has been approved. The Chairman of the
Panel submits a report to the same Council meeting, that summarises the work of the Panel, so
allowing Council to take comfort that key governance processes are being reviewed.

January 2014

Approval of Fraud
Prosecution Policy

Note the outcomes
from the 2012
National Fraud
Initiative

Note a report
on internal audit
opinions/reports
terminology

Review delivery of the
internal audit plan

Note the progress
in introducing
external audit
recommendations

 Corporate Fraud
Team activity
2012/13

* Whistleblowing
concerns received

March 2014

Note measures
introduced or proposed
to support procurement
compliance

Approve Constitution
changes. Consider the
proposed employee
handbook

Review external audit
plan for 2013/14

Note new audit
committee guidance
issued by CIPFA

Review the risk register

and management of
risks

e Accounting policies

May 2014

Considered outcome of
peer review of internal
audit service

Considered Internal
Audit annual report and
opinion, March 2014

Note progress on issues
from 2012/13 AGS

Review external
audit 2012/13 grant
certification

Approve Constitution
changes to improve
management of Council
meetings

e Corporate Fraud Team
activity 2013/14

65

July 2014

Discussion with the
Managing Director
on improving officer
compliance in key
control areas

Approve internal audit
plan 2014/15

Review of effectiveness
of Licensing Committee/
Licensing & Protection
Panel.

Considered changes to
Members Allowances
Scheme

Note Office of the
surveillance Commissioner
report on the management
of covert activities.
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Managing key risks

All Councillors and Managers are responsible for ensuring that risk implications are considered in the
decisions they take. Managing risk is a key element of service planning.

Risk Management Strateqy

The Council has a risk management strategy. It was reviewed by the Cabinet in July 2014 to ensure it
remains appropriate and reflects the approach the Council wishes to take to the management of risk.
The successful delivery of the Corporate Plan priorities depends on the Council’s ability to tolerate
and manage risk rather than eliminate it altogether. A certain amount of risk taking is inevitable. The
diagram opposite outlines the Council’s approach to identifying and managing risk.

Risk review process

Significant corporate and operational risks are identified and recorded within a risk register. All risks

are assigned owners.

Senior Managers review the risk register on a quarterly basis and are required to positively state the
level of assurance they can place upon the controls that mitigate risks. This information is reported
to the Corporate Governance Panel twice a year and is a key component of the Council’s overall

assurance framework.

Where residual risk exceeds the ‘risk appetite’, Managers are required to consider whether cost
effective actions that will reduce the likelihood and/or impact of the risk occurring can be introduced.
Copies of the risk management strategy (which contains details of the Council’s risk appetite) and risk
reports considered by the Corporate Governance Panel are available on the Council’s website.

Whilst the risk register contains over 150 risks, the most significant are listed below.

Risk Effect upon the Council

Reductions in government funding and the failure to deliver
planned savings leading to the need to make alternative financial
savings in the short term.

The Council does not receive income from, or reduce its surplus
operational property assets leading to it not achieving the savings

that have been included within the Facing The Future programme.

Council’s funds not invested appropriately leading to losses or
poor returns resulting in unexpected service cuts.

Reducing availability of affordable housing and changes to local
housing allowances leads to less people being housed, longer
stays in temporary accommodation and increased use of bed and
breakfast accommodation.

ICT Security controls are breached causing both the loss of data
and a loss of confidence in the integrity of the data being held.

Personal data and information is accidentally released/published
outside the Council.

Huntingdon town centre redevelopment does not progress as
anticipated leading to a reduction in economic growth/business
opportunities and reducing shoppers/visitor numbers.

66

Non-statutory services are reduced or
stopped. Statutory services are reduced
to minimum levels.

Other service areas are required to
identify additional financial savings.

Loss of the value of the investments and
significant reduction in interest received.

Continued uncontrollable pressure upon
the homelessness budget.

Reputational damage, cost of rectifying
weaknesses, possible significant fines.

Prosecution, possible financial penalties
and reputational damage.

Failure in achieving the Corporate
Plan aim of delivering a strong local
economy.
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l[dentifying and Managing Risk

Review Council Priorities

r=_A2C0N

Review Targets

Monitor and record targets achieved

S
T
R
A
T
E
G
Y

Identify and evaluate SIGNIFICANT risks
to the Council achieving its priorities

A0 =232

Identify current mitigation

Monitor introduction of

Agree actions to change mitigation agreed changes

Carry out audits and
Produce Internal Audit Plan identify any weaknesses
and agree changes

“—2Z2mEma>» 2> =

67
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Managing the risk
of fraud

The Council has a corporate fraud team that
investigates both welfare and non-welfare fraud.

In April 2013, the National Fraud Authority
requested that the Council create a ‘Fraud Hub’ for
Cambridgeshire. The Chartered Institute of Housing
and Department for Communities and Local
Government also requested the Council develop

a ‘Tenancy Fraud Forum’ for Cambridgeshire. This
started to operate in February 2014. The ‘Tenancy
Fraud Forum’ won the National Fraud Authority
2013 Innovation award for its approach to
combating social housing fraud. External funding
has been secured to allow both these initiatives to
continue until March 2015.

deprive honest

people of a

- home and cost

N

money

If you know someone who is committing tenancy fraud
or trying to jump the housing waiting list

tell us at: www.cambstenancyfraud.net or 0800 952 0075

Both the fraud hub and forum have had a direct
impact upon one of the Council’s key risks —
reducing homelessness. During 2013/14, 11 social
housing properties that were being illegally sub-
let were recovered as a result of tenancy fraud
investigations.

The Corporate Governance Panel fraud working party has
met regularly. In addition to gaining a better understanding
of the work that was being done to counter fraud it has also
considered the future of the corporate fraud team once the
Department for Works and Pensions single fraud investigation
service becomes operational in March 2015.

To act as a deterrent to fraudsters, the Council issues press
releases in respect of all benefit fraud cases that it successfully
prosecutes and maintains a 24/7 telephone line to allow the
public to raise concerns about possible welfare frauds. There
is also a ‘whistleblowing’ telephone hot-line and a dedicated
email address and web-form that allows people to raise more
general concerns about ‘wrong-doing’. Due to the nature of
these concerns they are not made public. A report detailing
both the activity and performance of the fraud team and the
general nature of the whistleblowing allegations received is
presented to the Corporate Governance Panel each year. The
report is available on the Council’s website.
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To find out more about tenancy fraud please
visit www.cambstenancyfraud.net

A "Whistleblowing’
policy is in place.

The policy is reviewed
annually and updated as
and when required to bring
it in line with best practice.
The Council is committed

to the highest standards of
quality, probity, openness
and accountability. As part
of that commitment it
encourages employees and
others with serious concerns
about any aspects of the
Council’s work to come
forward and make those
concerns known. Full details
of how concerns are dealt
with can be found on the
Council’s web pages.
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Responsible Financial Officer

The Council has appointed a Responsible Financial Officer. This is a statutory post, responsible for
delivering and overseeing the financial management arrangements of the Council. The Head of
Resources is the Responsible Financial Officer and is a member of the Chief Officers’ Management
Team. He has line management responsibility for the Accountancy team. The role conforms with the
good practice requirements within the CIPFA Statement on the Role of the Chief Financial Officer in
Local Government.

The Responsible Financial Officer has been involved in reviewing the Code of Corporate Governance
and preparing this Statement from its early stages. He is satisfied with the arrangements that are in
place for managing finances and considers the system of internal control is working effectively and

that no matters of significance have been omitted from this Statement.

Managing resources

The Council is continuing to face increasing financial pressures. It aims to be self-financing. In order
to achieve this, tough decisions will need to be made about how services will be delivered in the
future and how they will be financed.

A zero based budget review is planned to commence in September 2014 with a view to driving

out costs from the base budget. Work has already begun with Cambridge City Council and South
Cambridgeshire District Council to develop and deliver shared services to release efficiencies. The
opportunities identified from the Facing the Future programme will also lead to a transformation of
services. All of these initiatives will assist the Council to develop a sustainable medium term financial
strategy.

Good financial management is more important than ever. Over the past year there has been an
improvement in the frequency of reporting the forecast financial position, more rigorous financial
monitoring and improved transparency in the information
supplied. These improvements have included the Cabinet
receiving, on a monthly basis, the Financial Performance Key Improvement Area
Monitoring Suite and all Members receiving the Financial for 2013/14

Dashboard.

Improve budget holders’
financial competency
and awareness for good
budgetary control and
management.

One of the issues that has affected the Council in the past
and been referred to in previous Statements, has been the
reluctance of budget holders to confirm likely underspending
early in the year or be open about the expected financial
savings that will be achieved. Much work has been done to
improve this area. Budget holders have also been regularly
reminded that they need to carefully manage their budgets.
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Internal and External Audit assurance

The Council receives a substantial amount of assurance from the work that is undertaken by its
Internal Audit Service and External Auditors — PricewaterhouseCoopers LLP.

Internal Audit

The Corporate Governance Panel agreed that the Public Sector Internal Audit Standards (PSIAS)
should be followed from April 2013. These have been developed specifically for public sector
organisations. The Panel also approved an Internal Audit Charter — this sets out the internal audit role
and its responsibilities and clarifies its independence.

Internal audit are required by Regulation to review how they work each year. Corporate Governance
Panel considered the Internal Audit and Risk Managers self-assessment in May 2013 and the outcome
of an external peer review in March 2014. They noted that a number of improvements to current
internal audit procedures had been identified and an action plan has been agreed. Panel decided that
there were no issues of ‘non-conformance’ with the PSIAS that needed to be included in this statement.

Good practice suggests that internal audit should also be reviewed against the governance
arrangements set out in the CIPFA Statement on the Role of the Head of Internal Audit. This has not
been done. The PSIAS are considered sufficiently challenging and deal with similar issues to those in
the CIPFA Statement.

One of the key assurance statements the Council receives is the annual report and opinion of the
Internal Audit and Risk Manager. In respect of the 12 month period ending March 2014, the opinion
expressed was that the “Council’s internal control environment and systems of internal control as at
31 March 2014 provide limited assurance over key business processes and adequate assurance over
financial systems”.

A limited assurance conclusion was given due to the serious concerns identified in the following areas:

* officers’ non-compliance with the Code of Procurement;

* the lack of oversight and control in the Council’s use of social media;

* control failings within Café Zest and the ‘Pure’ spa and therapy facilities operated by One Leisure;
and

* the lack of frequent and formal challenge of the value for money obtained from completed projects

Actions have been agreed to deal with all of the four areas

noted above. Whilst there has been a noticeable improvement Key Improvement Area
in compliance with the Code of Procurement, both the for 2014/15

Corporate Governance Panel and Chief Officers’ Management Continue to educate and
Team consider this issue should remain a significant governance train employees in good
issue for the year ahead. procurement practice.
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External Audit

The Annual Financial Report for 2013/14 has been audited and an unqualified opinion been issued.
The external auditor also issued an unqualified value for money opinion for 2013/14.

The external auditor has acknowledged the progress the Council has made in respect of the
governance and control issues they reported in 2012/13 but consider that further work is required
before the improvements could be demonstrated as being fully embedded. The Managing Director
accepts these comments and has already taken action to renew the Governance Board/Group
process following the introduction of the new senior management structure. No new governance
concerns have been raised by the external auditor.

Significant Governance Issues

The progress that has been made in dealing with the governance issues that were identified in the
2012/13 Statement have been highlighted throughout the Statement.

Whilst generally satisfied with the effectiveness of corporate governance arrangements and the
internal control environment, as part of continuing efforts to improve governance arrangements the
following issues, as highlighted in the Statement, have been identified for improvement.

Key Improvement Area Lead Officer To be
delivered by

Develop the themes and aims of the Corporate Plan Managing Director March 2015
through service delivery plans, performance measures and
employees performance targets.

Publicise the vision statement & strategic themes and Corporate Team May 2015
outcomes to key stakeholders. Manager

Review partnership commitments with an emphasis on the Corporate Director - March 2015
benefits obtained and contribution towards the Corporate Delivery

Plan.

Continue to educate and train employees in good Head of Resources On-going

procurement and contracting practice to ensure that they
understand how to act and comply with the requirements
of the Code of Procurement.

-+ Councillor Jason Ablewhite ] m Joanne Lancaster
Executive Leader ¢ Managing Director

Signed on behalf of Huntingdonshire District Council

71



/-*&
~Huntingdonshire

DISTRICT COUNCIL

Annual Governance Statement
2013/2014

HDC Document Centre

HP§721




e
Huntingdonshire

PILATARICT COUNLCIL

Pathfinder House, St Mary’s Street,
Huntingdon. PE29 3TN
www.huntingdonshire.gov.uk

PricewaterhouseCoopers LLP
10 Bricket Road,

St Albans,

Hertfordshire

AL1 3JX

Dear Sirs

Representation letter — audit of Huntingdonshire District Council’s (the Authority)
Statement of Accounts for the year ended 31 March 2014

Your audit is conducted for the purpose of expressing an opinion as to whether the Statement of
Accounts of the Authority give a true and fair view of the affairs of the Authority as at 31 March
2014 and of its surplus and cash flows for the year then ended and have been properly prepared
in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2013/14 supported by the Service Reporting Code of Practice 2013/14.

| acknowledge my responsibilities as Chief Financial Officer for preparing the Statement of
Accounts as set out in the Statement of Responsibilities for the Statement of Accounts. | also
acknowledge my responsibility for the administration of the financial affairs of the authority and
that | am responsible for making accurate representations to you.

| confirm that the following representations are made on the basis of enquiries of other chief
officers and members of the Authority with relevant knowledge and experience and, where
appropriate, of inspection of supporting documentation sufficient to satisfy myself that | can
properly make each of the following representations to you.

| confirm, to the best of my knowledge and belief, and having made the appropriate enquiries,
the following representations:

Statement of Accounts

° I have fulfilled my responsibilities for the preparation of the Statement of Accounts in
accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2013/14 supported by the Service Reporting Code of Practice
2013/14; in particular the Statement of Accounts give a true and fair view in accordance
therewith.

° All transactions have been recorded in the accounting records and are reflected in the
Statement of Accounts.
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° Significant assumptions used by the Authority in making accounting estimates, including
those surrounding measurement at fair value, are reasonable.

° All events subsequent to the date of the Statement of Accounts for which the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2013/14 requires adjustment or disclosure have been adjusted or disclosed.

° The effects of uncorrected misstatements are immaterial, both individually and in the
aggregate, to the Statement of Accounts as a whole. A list of the uncorrected
misstatements is attached to this letter as Appendix 1.

Information Provided
° | have taken all the steps that | ought to have taken in order to make myself aware of any
relevant audit information and to establish that you, the authority's auditors, are aware of
that information.
o | have provided you with:
o access to all information of which | am aware that is relevant to the preparation of the
Statement of Accounts such as records, documentation and other matters, including

minutes of the Authority and its committees, and relevant management meetings;

o additional information that you have requested from us for the purpose of the audit;
and

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

° So far as | am aware, there is no relevant audit information of which you are unaware.
Accounting policies

I confirm that | have reviewed the Authority’s accounting policies and estimation techniques and,
having regard to the possible alternative policies and techniques, the accounting policies and
estimation techniques selected for use in the preparation of Statement of Accounts are
appropriate to give a true and fair view for the authority's particular circumstances.

Fraud and non-compliance with laws and regulations

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

| have disclosed to you:

° the results of our assessment of the risk that the Statement of Accounts may be materially
misstated as a result of fraud.

° all information in relation to fraud or suspected fraud that we are aware of and that affects
the Authority and involves:
o management;
o employees who have significant roles in internal control; or
o others where the fraud could have a material effect on the Statement of Accounts.
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° all information in relation to allegations of fraud, or suspected fraud, affecting the
Authority’s Statement of Accounts communicated by employees, former employees,
analysts, regulators or others.

° all known instances of non-compliance or suspected non-compliance with laws and
regulations whose effects should be considered when preparing Statement of Accounts.

I am not aware of any instances of actual or potential breaches of or non-compliance with laws
and regulations which provide a legal framework within which the Authority conducts its business
and which are central to the authority’s ability to conduct its business or that could have a
material effect on the Statement of Accounts.

| am not aware of any irregularities, or allegations of irregularities including fraud, involving
members, management or employees who have a significant role in the accounting and internal
control systems, or that could have a material effect on the Statement of Accounts.

Related party transactions

I confirm that the Appendix 2 attached to this letter is a complete list of the Authority’s related
parties. All transfer of resources, services or obligations between the Authority and these parties
have been disclosed to you, regardless of whether a price is charged. We are unaware of any
other related parties, or transactions between disclosed related parties. Related party
relationships and transactions have been appropriately accounted for and disclosed in
accordance with the requirements of Section 3.9 of the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2013/14.

We confirm that we have identified to you all senior officers, as defined by the Accounts and
Audit Regulations 2011, and included their remuneration in the disclosures of senior officer
remuneration.

Employee Benefits

I confirm that we have made you aware of all employee benefit schemes in which employees of
the authority participate.

Contractual arrangements/agreements

All contractual arrangements (including side-letters to agreements) entered into by the Authority
have been properly reflected in the accounting records or, where material (or potentially
material) to the statement of accounts, have been disclosed to you.

Litigation and claims

| have disclosed to you all known actual or possible litigation and claims whose effects should be
considered when preparing the statement of accounts and such matters have been appropriately
accounted for and disclosed in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2013/14.

Taxation

I have complied with UK taxation requirements and have brought to account all liabilities for
taxation due to the relevant tax authorities whether in respect of any direct tax or any indirect
taxes. | am not aware of any non-compliance that would give rise to additional liabilities by way
of penalty or interest and | have made full disclosure regarding any Revenue Authority queries or
investigations that we are aware of or that are ongoing.
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In particular:

° In connection with any tax accounting requirements, | am satisfied that our systems are
capable of identifying all material tax liabilities and transactions subject to tax and have
maintained all documents and records required to be kept by the relevant tax authorities in
accordance with UK law or in accordance with any agreement reached with such
authorities.

° | have submitted all returns and made all payments that were required to be made (within
the relevant time limits) to the relevant tax authorities including any return requiring us to
disclose any tax planning transactions that have been undertaken the authority’s benefit or
any other party’s benefit.

° I am not aware of any taxation, penalties or interest that are yet to be assessed relating to
either the authority or any associated company for whose taxation liabilities the authority
may be responsible.

Bank accounts

| confirm that | have disclosed all bank accounts to you including those that are maintained in
respect of the pension fund.

Subsequent events

There have been no circumstances or events subsequent to the period end which require
adjustment of or disclosure in the statement of accounts or in the notes thereto.

Assets and liabilities

° The Authority has no plans or intentions that may materially alter the carrying value and
where relevant the fair value measurements or classification of assets and liabilities
reflected in the Statement of Accounts.

° In my opinion, on realisation in the ordinary course of the business the current assets in
the balance sheet are expected to produce no less than the net book amounts at which
they are stated.

° The Authority has no plans or intentions that will result in any excess or obsolete inventory,
and no inventory is stated at an amount in excess of net realisable value.

° The Authority has satisfactory title to all assets and there are no liens or encumbrances on
the Authority's assets, except for those that are disclosed in the Statement of Accounts.

° I confirm that we have carried out impairment reviews appropriately, including an
assessment of when such reviews are required, where they are not mandatory. | confirm
that we have used the appropriate assumptions with those reviews.

° Details of all financial instruments, including derivatives, entered into during the year have
been made available to you. Any such instruments open at the year-end have been
properly valued and that valuation incorporated into the statement of accounts. When
appropriate open positions in off-balance sheet financial instruments have also been
properly disclosed in the Statement of Accounts.
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Financial Instruments

° All embedded derivatives have been identified and appropriately accounted for under the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2013/14.

° Where hedging relationships have been designated as either firm commitments or highly
probable forecast transactions, | confirm that our plans and intentions are such that these
relationships qualify as genuine hedge arrangements.

° Where fair values have been assigned to financial instruments, | confirm that the valuation
techniques, the inputs to those techniques and assumptions that have been made are
appropriate and reflect market conditions at the balance sheet date, and are in line with the
business environment in which we operate.

Retirement benefits

° All retirement benefits that the Authority is committed to providing, including any
arrangements that are statutory, contractual or implicit in the authority’s actions, wherever
they arise, whether funded or unfunded, approved or unapproved, have been identified
and properly accounted for and/or disclosed.

° All settlements and curtailments in respect of retirement benefit schemes have been
identified and properly accounted for.

o The following actuarial assumptions underlying the valuation of retirement benefit scheme
liabilities are consistent with my knowledge of the business and in my view would lead to
the best estimate of the future cash flows that will arise under the scheme liabilities:

Rate of inflation 2.8%

Rate of Increase in Salaries 4.6%
Rate of Increase of Pensions 2.8%
Discount Rate 4.3%

Longevity at 65 for current pensioners
Men 22.5

Women 24.5

Longevity at 65 for future pensioners
Men 24 .4

Women 26.9

O O O 0O OO OO0 OO O0

° The authority participates in the Teachers’ Pension Scheme that is a defined benefit
scheme. | confirm that the authority’s share of the underlying assets and liabilities of this
scheme cannot be identified and as a consequence the scheme has been accounted for
as a defined contribution scheme.

Using the work of experts

| agree with the findings of Baker Storey Matthews, experts in evaluating the valuation of
property and have adequately considered the competence and capabilities of the experts in
determining the amounts and disclosures used in the preparation of the Statement of Accounts
and underlying accounting records. The Authority did not give or cause any instructions to be
given to experts with respect to the values or amounts derived in an attempt to bias their work,
and | am not otherwise aware of any matters that have had an impact on the objectivity of the
experts.
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| also agree with the work performed by Inform CPI - Analyse Local over the Non Domestic
Rates appeals provision and have adequately considered the competence and capabilities of the
experts in determining the amounts and disclosures used in the preparation of the Statement of
Accounts and underlying accounting records. The Authority did not give or cause any
instructions to be given to experts with respect to the values or amounts derived in an attempt to
bias their work, and | am not otherwise aware of any matters that have had an impact on the
objectivity of the experts. The figure stated in the Chart of Accounts and in the Collection Fund is
a best estimate based on the work performed by Inform CPI — Analyse Local.

Other matters

| have taken appropriate legal advice to satisfy myself that the accounting treatment adopted for
the Local Authority Mortgage Scheme does not contravene the requirements of the Local

As minuted by the Corporate Governance panel at its meeting on 25 September 2014

Clive Mason CPFA
Responsible Financial Officer — Head of Resources

For and on behalf of Huntingdonshire District Council
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Appendix 1

Summary of uncorrected misstatements

The following misstatement identified during the audit has not been adjusted by management.

This misstatement was due to Section 106 income not being accrued to 2013/14. The total
adjustment was £96,012, which is only marginally above the “trivial” threshold set by the auditors
of £91,000.

Following discussions with the auditors, as this was “almost” trivial, this has not been adjusted
as the impact of this change would have had a disproportionate impact across many of the Main
Statements and Disclosure Notes.

Income Statement Balance Sheet
Dr Cr Dr Cr
Dr Accounts Receivable £96,012
Cr Revenue £96,012

Being an adjustment to correct errors discovered as a result of cut-off testing in respect of
Section 106 grant.
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Appendix 2

Related parties and related party transactions

Access 2 Ltd

Action For Market Towns

Alan Smith (St.Neots) Limited

Alconbury Church of England Primary
School

Anglia Circuits, St lves

Anglian Water

Bakeaway Ltd, Corby (Pastry Company)
Barclays Bank Whittlesea

Bid Huntingdon Ltd

Blackfyne Ltd

Boldfield Ltd

Boston Borough Council

Brampton Parish

Buckden Surgery Patients Association
Cambridgeshire Chambers of Commerce -
Huntingdonshire Area

Cambridgeshire Community Safety Strategic
Board

Cambridgeshire Consultative Group for the
Fletton Brickworks Industry
Cambridgeshire County Council
Cambridgeshire Health and Well-Being
Board

Cambridgeshire Horizons Limited
Cambridgeshire Older People's Partnership
Board

Cal

Churchill House

Civil Service Department

CML Asian services

Community Solutions (Cambs) Limited
Conservative Association

Conservative Party

Co-Part Ltd

David Campbell Bannerman MEP
Derbyshire Dales District Council
Development Management Panel

Doctors Surgery, Church Street, Somersham
Domestic Homicide Review Panel

Duke of Edinburgh Award

Eaton Ford and Priory Park

Ellington Parish Council

Employee Liaison Advisory Group
Employment Panel - Chairman
Environmental Advisory Group Inc

Er & Ja Butler (Farming) Limited

Farming, Stud and Livery Stable Business
Fengrain Ltd

Fenland Stoneworks Ltd

Fenstanton Glebe Allotments
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Fire Solutions (Fast 2 host)

Francis scientific instruments Itd

GL Profiles Dock Road Industrial Estate
Godmanchester Town Council

Great Fen Project Steering Group
Great Paxton School

Greater Cambridge And Greater
Peterborough Enterprise Partnership
Limited

Greater London Authority

Gulls Design Best Ltd
H.C.Moss(Builders)Limited

Hartford School

Highways Agency

Hinchingbrooke School Association
Huntingdon Association of Community
Transport

Huntingdon Business Against Crime
Huntingdon Constituency Conservative
Association

Huntingdon Gym Club

Huntingdon Regional College
Huntingdon Volunteer Bureaux
Huntingdonshire Community Safety
Partnership

Huntingdonshire Federation of Volunteer
Bureaux

Huntingdonshire Flood Forum
Huntingdonshire Local Strategic
Partnership

Huntingdonshire Volunteer Centre
Huntsman Leisure Ltd

Internal Drainage Board

Ite Builder

Jag Express Ltd

Jigsaw Coaching

JM Housing Network (Housing
Consultancy)

John Lewis Plc

Kimbolton School

Kimbolton School Foundation

King Borthers Lady Lodge Ltd
Labour Party

Laine Design

LGA Rural Commission

LGA Rural Policy Review Group
Liberal Democrats Group

Little Barford Power Station Liaison
Committee

Little Gransden Aerodrome Consultative
Committee



Local Water Forum

Locking & Security Solutions Limited
London Borough of Camden

Lord Kalms

Luminus Homes Limited

Management Group - North Huntingdon
Meldire Limited

Metasphere Limited

Middle Level Commissioners

MOD, RAF Whiton

My Card Limited

Natural High Experience Limited
Neighbourhood Management Group -
Eynesbury

Neighbourhood Management Group - North
Huntingdon

Nene & Ouse Community Transport
Nick Guyatt (or Nicholas Guyatt)
Consultancy on Financial & Other Matters
Nottingham City Council

Novae Group PLC

Oak Foundation

Overview and Scrutiny Social Well-being
Panel

Oxmoor Community Action Group (OCAG)
Padgek Ltd

PE9 Solutions Ltd

Peter Reeve Associates Limited
Peterborough And District Funeral Services
Ltd.

Planning Officers Society

Pos Enterprises Ltd

POSe

Prima Vista Somersham Road

Prince's Youth Business Trust
Pro-Spray Automotive Finishes Ltd
Public Sector Consultants

Puma Distribution Limited

Ramsey Neighbourhood Trust Ltd

Red TileWind Farm Trust Fund Ltd.
Responsible Equity Release

Retrac Solutions Ltd

Retract Solutions

Rotary Club

Royal Town Planning Institute

Safety Advisory Group

Sawtry Community College

Separa Ltd

Sharp Planning Plus Limited
Shopmobility Trust

Smith Farrer Holdings Limited
Somersham & Earith Division

South Cambridgeshire District Council
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South Holland District Council
Spinfloor

Spinflow Limited

St Andrews Nurseries

St lves Town Council

St lves Town Initiative

St Neots Development and Growth
Committee

St Peter's School Huntingdon

St. Ives Quadrilateral St. John's Ambulance
St. Ivo Leisure Centre Management
Committee

St. Neots Museum Limited

Standards Committee

Steve Criswell Garden Design

Stilton Children and Yong People's Facilities
Assn

The Association of Conservative Clubs
Limited

The Chapman Property Partnership
The Civic Trust

The Consultation on Treasury Matters
The Dales Trust

The National Retail Planning Forum
Towergate Insurance

Town Centre Management Initiatives
TPO Sub-Group

UK Independence Party

University of Cambridge

Vislark PLC

Vislink Plc

Wolverhampton City Council

Yaxley Festival Funding Limited
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Explanatory Foreword

By the Head of Resources

As the Council’'s Responsible Financial Officer, | am pleased to present the Council’s
2013/14 Annual Financial Report which outlines the Council’s financial performance for the
year ended 31 March 2014.

The purpose of this foreword 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 2013/14.
° The Financial Statements
° Technical information

Commentary and review of 2013/14

Review of the Year

2013/14 has been another challenging year for the Council as a result of reductions in grant
funding that the Government has made to Local Authorities due to the national and
international economic situation.

The Council set a net budget for the year of £22.764m (2012/13; £21.722m), a net increase
of £1.042m (4.80%). After allowing for the following un-ringfenced government grant:

revenue support grant of £6.019m (2012/13; £0.180m),
contributions from NDR of £4.004m (2012/13; £9.108m),
New Homes Bonus £2.906m (2012/13; £1.913m),

a Collection Fund surplus of £76,000 (2012/13; £63,000)

and the use of revenue reserves of £2.253m (2012/13; £2.547m), this left the Council to raise
£7.506m (2012/13; £7.727m) from Council Tax. This equated to a Council Tax of £133.18
(2012/13; £128.51) for a Band D equivalent property — an increase of 3.63%.

The Council’s success in supporting the development of new homes across the District has
meant the Council has been able to benefit from increased New Homes Bonus.

The following paragraphs outline how the Council has performed during 2013/14:
Theme: Strong local economy

Alconbury Enterprise Zone

Alconbury Weald Enterprise Campus is one of the most significant economic developments
in the East Midlands. To date in excess of £11m has been invested on site in delivery of
early infrastructure including a new heavy commercial vehicles access, internal road
restructuring and main entrance refurbishment. A new Incubator building for start-up and
small businesses has been built and is close to full occupancy. Huntingdonshire Regional
College has established a Skills and Training Centre on site.

Inward investment interest is strong and feasibility is currently underway on 1.3m sq. ft. of
commercial space. A £5.0m capital grant to fast forward the phase one commercial
development was agreed by the Department for Communities and Local Government
(DCLG), (in principle subject to State Aid compliance procedures) on March 31% 2014.

3
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However, despite strong interest in the Enterprise Zone, it is taking longer than anticipated to
convert the interest into investment. There is a reluctance to be the first major new build
investor because of 'pioneer fear'. Hence the application and approval in principle for the
grant for demolition and remediation works to sustain the impetus and create credibility in the
short-medium term development of the site.

Business Improvement District

The Business Improvement District (BID) for Huntingdon Town Centre continues to deliver
economic development objectives for the town against the business plan with very limited
resource by the Council. The BID is funded through a £0.180m levy of business rate payers
which the Council is required by statute to collect on behalf of the BID.

Theme: Enable sustainable growth

Affordable Housing

Delivery of new affordable housing remains a priority for the Council and in 2013/14, 41 new
affordable homes were completed by housing association partners in the district. As a result
of partnership work across housing, health and social care partners, a successful bid was
made by a housing association partner, Luminus, for funding to redevelop an outdated
sheltered housing scheme with a modern fit for purpose extra care scheme. This project will
provide extra care housing for frail older people and will help to meet the needs of the
district’s ageing population. Work will commence in 2014 and has benefitted from a grant of
£2.3m from the Homes and Communities Agency, which will be paid direct to Luminus,
Registered Social Landlord (RSL).

Letting of Council Buildings

Over the year the Council has continued to maximise the utilisation of its office buildings; two

notable lettings are shown below:

o Following the initial letting of office space to the NHS in 2012 within Pathfinder House,
the success of that arrangement saw NHS management seeking additional floor space
in 2013 for their expanded needs. Following the relocation of certain Council staff, the
Council were able to accommodate this request which has seen the floor space let to
them increase. At this point this is a commitment to April 2015 with the likelihood that
this will continue after this date. This has generated additional annual income of
£63,000.

o An opportunity presented itself to provide a Cambridgeshire County Council sponsored
project, Smart Travel, which involves a private sector company with vacant office space
at Eastfield House. This is generating in excess of £4,500 additional income per annum
and the current arrangement is expected to continue until the end of 2014.

Theme: Improve the quality of life in Huntingdonshire

Active Lifestyles

During the year over 5,000 individuals aged between 1 and 90 years took part in physical
activities delivered by the Council's Sport and Active Lifestyles Team (SALT). These
individuals recorded over 37,500 attendances. At the same time the team reduced staff
expenditure by 17.5% and increased income by 3.5%. Further, SALT was awarded a grant of
£145,000 over 3 years to continue the teams work from November 2013. This means that
SALT can continue to deliver a range of events including village sport festivals, community
disability schemes and adult sports taster courses.

However, an element of funding that enables SALT to provide services comes via the
recently established NHS Commissioning Board. These funds are ringfenced to support
ongoing projects and initiatives and only until the end of 2014/15, there is no guarantee that
this funding will be available in the future.
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Council Tax Support/Reforms

The government’s Council Tax reforms were implemented at the start of 2013/14 to mitigate
the impact of the loss of funding for Council Tax Support (which replaced Council Tax
Benefit). The reforms were successfully implemented without collection rates being
impacted.

Tenancy Fraud

The Council led on a County wide shared service to detect tenancy fraud, with the intention
of returning properties to the housing stock so they can be allocated to those who need
them.

Risk Based Verification
Risk based verification was introduced in Housing Benefits which has reduced administration
and saved one FTE post.

Charging for Second Green Bins

The decision to introduce charging for the second green bin was implemented in a very short
time frame, and many customers were unhappy with the charge. More bins were returned
than had been estimated, which resulted in less income than had been predicted. There was
a significant impact on the Call Centre due to the influx of complaints.

One Leisure

Over 1.8 million public visits (excluding schools) were recorded at the leisure centres during
the year, an increase of over 8% over the previous year. Further, the final phase of the £4m
extension/refurbishment at One Leisure St lves was completed in May 2013. The project
took over 14 months to complete and is the single most significant investment in leisure
facilities by the Council. This was followed by a further two months of pool improvements at
the same centre.

However, the One Leisure St lves project took longer than expected to complete and the
resultant loss of two months’ income has contributed to the lower than expected financial
performance during the year.

Theme: Working with our communities.

Grants to Voluntary Organisations

During the year, the Council supported 24 local voluntary and charitable organisations at a
cost of £0.294m; this facilitated the provision of services to some of the most vulnerable
residents in area. The Councils funding enabled the organisations to acquire an additional
£0.193m to support their services and activities from other sources.

One Leisure

Improvements to the web site, mobile bookings (introduction of a new app), call centre, and
kiosks have contributed to improved customer experience and ease of access to information
and facilities.

Other Areas of Council Activity

Alternative Service Delivery: Facing the Future

Following the appointment of Jo Lancaster, to the new Managing Director role, in July 2013,
the “Facing the Future” service review programme was introduced. Over the late Autumn
period, all senior managers presented to one of the three Overview and Scrutiny Panels a
business review report. The reports included a summary of the business objectives and
statutory framework for each service but also highlighted options for alternative service
delivery, categorised against some key transformation themes that ranged from “additional
income” and “demand management” through to “whole or partial outsourcing”. As part of this
process, the Council was able to remove £0.378m from the 2014/15 base budget, rising to

5
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£0.512m in 2016/17. The “Facing the Future” programme is ongoing and further significant
savings are expected over the medium term that, by way of example, will result from
innovative working with Strategic Partners and agile organisational management.

Non-Domestic Rating Appeals

As a consequence of the Government initiative in the localisation of Non-Domestic Rates
(NDR), the Government transferred the risk of appeals against Rateable Values to local
authorities. This has introduced considerable volatility into the NDR management process
and the risk transfer is considerable. Initial indications were that appeals outstanding in
January 2014 were £0.760m; but at the year end, following a more detailed review and
analysis process, the forecast outcome of appeals outstanding was estimated to cost
£5.135m; of which £2.054m has to be met by the Council, and £3.081m by other Collection
Fund participants. As time progresses, internal review, analysis and assessment processes
will improve.

Information Technology
The Council’s Information Management Division (IMD) has been carrying out the following
initiatives to ensure information technology is utilised in the most effective way possible:

o Working with other partners to:

o Provide business analysis and project management expertise to Cambridge City
Council and systems support (GIS/UNIFORM) to Northamptonshire County
Council — generating a total income in excess of £30,000. This provided
excellent value support to the recipient authority and helped to maintain a critical
mass of expertise within IMD whilst generating a useful income stream.

o Analysed and documented the decision making process flows necessary to apply
the Community Infrastructure Levy (CIL). These CIL “maps” are marketed to
Local Authorities and other interested parties, throughout the country via the
Planning Officer Society Enterprises. Total income from sales was £10,000 in
the year.

o Progressed outsourcing of ICT services to Local Government Shared Services
(LGSS) for a period of months before this was abandoned in favour of a new
strategic partnership with South Cambridgeshire District Council.

o Direct provision:

o By switching away from providing IT equipment to Members IMD avoided the
Council spending £42,000 in replacement laptops/PCs and associated
software. There is an expectation that significant annual savings of in excess of
£10,000 will be made in reduced paper usage due to the promotion of tablet-
based access to agendas and associated papers.

o The project to virtualise the majority of our physical servers was completed. This
provides greater resilience, by introducing the ability to re-create servers at an
alternative location in a very timely fashion.

o Corporate Business Continuity plan was re-developed and praised by Corporate
Governance Panel.

o A new Customer Relationship Management (CRM) system was implemented
delivering savings of £70,000 pa and significant improvements in front/back
office processes (e.g. elimination of double keying). Unfortunately, under
performance by the supplier has meant a considerable delay in delivering all the
functionality.

o All Local Authorities are required to achieve Public Services Network (PSN) Code
of Connection (CoCo) compliance. This was achieved albeit at considerable
expense in terms of officer time and additional cost due to changes to the
infrastructure. This was a common experience throughout the whole of the public
sector.

o The project to deliver a new desktop concluded that desktop virtualisation would
have been too expensive and risky for the Council to progress so a more

6
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traditional PC replacement route was taken. Nevertheless, this phase of the
project was executed in a very efficient manner and many of the benefits of a
virtualised desktop have been achieved at between £50k-100k less than the
original virtualised solution.

o Access to information:

o The HDC web site was assessed as being in the top third of the best District
Council Websites in the annual SOCITM report. A solid result in a time of
reducing budgets and high demand for services.

o The Local Land and Property Gazetteer (LLPG) has maintained its Gold standard
and, additionally, was judged the Best LLPG in the East of England Region.

o A new web site was delivered for One Leisure and IMD contributed business
analysis and project board support to help One Leisure achieve £250k savings
through a management re-structure.

. System efficiency:
o Project Management of the online benefits application (Eforms) project which has
led to the saving of 2 posts in Customer Services.

Revenue Spending and Sources of Income

The table below mirrors the format required in the formal statement of accounts and shows the
total impact on reserves as a result of the Council’s activities in 2013/14. It shows an increase of
£3.669m to reserves compared to a budgeted reduction of £2.253m.

Changes to the Non Domestic Rate funding arrangements increase reserves by £2.768m, the
remaining increase, resulting from expenditure savings or additional income generated
throughout the year, has enabled the Council to:

. Create a Capital Investment reserve that will allow revenue generating capital projects to
be funded, £2.009m has been allocated to this earmarked reserve.
. Increase the Special Reserve by £1.241m so that any expenditure incurred during the

Council’s service transformation programme can be met.
As a result of the redevelopment of the centre of Huntingdon the council has received two pieces

of land, which have been valued at £1.160m. These have been accounted for as donated assets,
and are shown in the funding section of the following statement.
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A breakdown of all the changes to earmarked reserves during 2013/14 is shown at the foot of the

table below:
2012/13 2013/14
Outturn Budget Outturn Variation
£000 £000 £000 £000
90,230 Gross Expenditure 81,544 95,805 14,261
(4,925) Statutory Adjustments (5,539) (9,033) (3,494)
85,305 76,005 86,772 10,767
Income and Other Items
(15,644) Fees & Charges (14,528) (16,212) (1,684)
(47,608) Government Grants (36,617) (42,401) (5,784)
(including reimbursement of housing benefits)
(445) Investment Income (445) (242) 203
26 Trading undertakings (surplus)/deficit (1,651) (2,740) (1,089)
(63,671) (53,241) (61,595) (8,354)
21,634 Net expenditure 22,764 25,177 2,413
Funding
(7,727) Council Tax (7,506) (7,506) 0
(11,483) Revenue support grant, business rates and (8,925) (9,662) (737)
other special grants
0 Non-Domestic Rates (4,004) (3,442) 562
(97) Collection fund (surplus)/deficit (76) (85) (9)
0 Capital Grants 0 (1,419) (1,419)
0 Donated Assets 0 (1,160) (1,160)
(19,307) (20,511) (23,274) (2,763)
2,327 Deficit met from reserves 2,253 1,903 (350)
Application of General Fund Reserve
709 Applied to meet the costs of Council services (3,669)
Earmarked Reserves
237 - Contribution to delayed Projects Reserve 0
- Contribution to capital Investments Reserve 2,009
1,000 - Contribution to Special Reserve 1,241
0 - Contribution to Collection Fund Reserve 2,768
0 - Increase / (Decrease) in Capital Grants 477
Reserve
124 - (Decrease) / Increase in S106 Reserve 22
210 - (Increase) / Decrease in other earmarked (945)
reserves
47 Transfer to unusable reserves 0
2,327 Total 1,903
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Reserves

The table below shows the results of the movements in reserves to show how these have
affected the actual sums held at the 31 March 2014.

The size of the contribution to the Special Reserve was approved by Cabinet on the basis
that the remaining funds in the General Fund would be similar to the £10.398m forecast
when the MTP was approved in February 2014.

Revenue Usable B/f Contributions C/f
Reserves 2013/14 To From
£000 £000 £000 £000
General Fund 10,587 0 (1,903) 8,684
Earmarked
Capital Investment 0 2,009 0 2,009
Delayed Projects 986 0 (741) 245
Special Reserve 1,260 1,241 (1) 2,500
S.106 2,863 257 (235) 2,885
Other 1,695 3,159 (275) 4,579
6,804 6,666 (1,252) 12,218
Total Usable Reserves 17,391 6,666 (3,155) 20,902

Capital Spending

The original net capital budget was £8.863m. In addition to this schemes were slipped from
2012/13 totalling £1.097m, and this along with other adjustments made in the 2013/14
budget of £1.940m, resulted in an updated budget for the year of £11.900m. However a
combination of factors during the year has resulted in only £10.117m being spent, £8.542m
on assets and £1.575m on loans to local organisations.

Several large schemes were substantially completed in the year. These included
Huntingdon Western Relief Road, the Huntingdon Multi-Storey Car Park and the One Leisure
St Ives redevelopment. A scheme to make improvements to St Neots Railway Station also
commenced, which is largely being funded by grants from Cambridgeshire County Council.

The capital programme also includes significant rolling programmes to provide disabled
facilities grants and housing improvement grants to householders and also for replacing and
renewing IT and business systems to ensure they are up-to-date and fit for purpose.

In addition to expenditure on assets, two loans to local organisations were advanced to
support improvements to their facilities. A loan for £1.500m to Huntingdonshire Regional
College and a loan to Huntingdon Gym Club for £0.075m.

Sales of assets in the year were limited, with the claw back of former local authority housing
sale receipts providing the majority of receipts in the year. The receipts from these sales
have been used to finance the capital programme, reducing the need to borrow.

10
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203413 Capital Spending 20;?':14
0.0 Environmental Projects 0.3
1.4 Housing Grants 2.0
1.1 Vehicle Replacement Programme 0.7
0.7 Information & Communication Technology 0.7
0.3 St Neots Railway Station Improvements 3.2
0.2 Leisure & Recreation 0.3
3.8 One Leisure St lves Redevelopment 14
0.2 Huntingdon West Development 0.5
0.1 Multi-Storey Car Park 4.6
0.5 Other 0.2
8.3 Gross Expenditure 13.9

Less
(1.2) External contributions and capital grants (5.4)
(0.6) Castle Hill House capital receipt (0.0)
6.5 Net Expenditure 8.5
Funded from
(0.5) Capital Receipts (1.0)
0.0 Capital Receipts Reserve Applied (0.3)
(0.8) Provision for Debt Repayment (1.1)
(5.2) Borrowing (6.1)
(6.5) (8.5)
2012/13 2013/14
Capital Investments
£m £m
0.0 Loans to Organisation 1.6
0.0 Net Expenditure 1.6
Funded from
0.0 Borrowing (1.6)
0.0 (1.6)
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Analysis of Net Capital Expenditure by Service

2012/13 2013/14

4%

W Housing W Housing

HIMD mIMD

M Leisure M Leisure

B Operations B Operations

H Revenues H Planning

m Other H Other
Treasury Management

Short term borrowing for the Council is undertaken throughout the year to help maintain daily
cash flow and for the year this averaged £3.424m. This was carried out at very low interest
rates due to a combination of the bank base rate remaining at 0.50% and borrowing from
local authorities willing to offer lower rates to other local authorities as they are seen as a
safe counterparty. During the year (2013/14) £1.500m was borrowed from Public Works
Loans Board for a period of 10 years.

The economic climate and the Euro crisis led to the downgrading of credit ratings for several
financial institutions. In order to manage risk, surplus funds have been invested mainly in
AAA rated Money Market Funds or in Call or Liquidity accounts that offer instant access to
funds, with the added benefit of interest rates at or above the bank base rate.

Trend in staffing number over recent years
Between the end of 2012/13 and 31 March 2014, the Council’s staff numbers have decreased by
25.96 FTE’s (3.71%).

As at the 31 March 2014 the Council employed 673.51 full time equivalent employees. The
following graph shows the Council’s staff numbers in 2013/14 for each service.

12
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Full Time Equivalent Staff
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Cost of Employment

Of the total cost of employing staff, £24.245m in 2013/14, the split of this cost based on pay type is
as follows:

2013/14

H Pay

B Employee Expenses

1 Hired Staff, Overtime,
Bonus & Redundancy

2012/13

N Pay
B Employee Expenses

1 Hired Staff, Overtime &
Bonus
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The Financial Statements
The Council’s financial statements for 2013/14 have been prepared in accordance with the:

o standard format for local authority accounts recommended by the Chartered Institute of
Public Finance and Accountancy (CIPFA) for the Statement of Accounts in 2013/14 as
prescribed by the Code of Practice on Local Authority Accounting in the United
Kingdom 2013/14 based on International Financial Reporting Standards.

o Accounts and Audit Regulations 2011.

The primary financial statements are supported by explanatory notes, including details of the
accounting policies adopted by the Council.

The Comprehensive Income and Expenditure Statement (CIES)

This statement shows the accounting cost in the year of providing services in accordance
with generally accepted accounting practices, rather than the amount to be funded from
taxation. Authorities raise taxation to cover expenditure in accordance with regulations; this
may be different from the accounting cost. The taxation position is shown in the movement
in reserves statement.

Gross Gross Net Expenditure
Expenditure Income
£m £m £m
Cost of Services 87.234 (58.512) 28.722
Other Operating 4.644 0 4.644
Expenditure
Financing & Investment 3.165 (3.086) 0.079
Income & Expenditure
Taxation & Non-Specific 18.124 (46.047) (27.923)
Grant Income
(Surplus) or Deficit on Provision of Services 5.522
Other CIES adjustments (8.521)
Total Comprehensive Income & Expenditure (2.999)

Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the

Council, analysed into ‘useable reserves’, (i.e. those that can be applied to fund expenditure

or reduce local taxation) and ‘unusable’ reserves. The surplus or deficit from the CIES
(which shows the true economic cost) is then adjusted in accordance with statutory

provisions to give the net increase/decrease before transfers to earmarked reserves. A final
adjustment shows any discretionary transfers to or from earmarked reserves undertaken by

the Council.
Total Useable | Total Unusable
Reserves Reserves
£m £m

Balance — 31 March 2013 18.189 (8.438)
Total Comprehensive Expenditure & Income (5.522) 8.521
Adjustments between accounting & funding basis. 9.192 (9.192)
Net Increase/(Decrease) before Transfers to 3.670 (0.671)
Earmarked Reserves
Transfers to/from Earmarked Reserves 0 0
Increase/(Decrease) in 2013/14 3.670 (0.671)
Balance — 31 March 2014 21.859 (9.109)
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31 March 2014
Usable Reserves: £m
General Fund 8.684
Earmarked Reserves 12.218
Capital Grants Unapplied 0.957
Total 21.859

Balance Sheet

The Balance Sheet shows the value at the 31 March of the assets and liabilities recognised
by the Council. The net assets of the Council (assets less liabilities) are matched by the
reserves held by the Council. Reserves are reported in two categories. The first category of
reserves are useable reserves, i.e. those reserves that the Council may use to provide
services, subject to the need to maintain a prudent level of reserves and any statutory
limitations on their use (for example the Capital Receipts reserve that may only be used to
fund capital expenditure or repay debt). The second category of reserves are unusable and
includes reserves that hold unrealised gains and losses (for example the Revaluation
Reserve), where amounts would only become available to provide services if the assets are
sold; and reserves that hold timing differences shown in the Movement in Reserves
Statement at the line entitled 'Adjustments between accounting basis and funding basis
under regulations'.

31 March 2014
£m
Long Term Assets 90.679
Current Assets 11.785
Current Liabilities (16.099)
Long Term Liabilities (73.615)
Net Assets 12.750
Useable Reserves 21.859
Unusable Reserves (9.109)
Total Reserves 12.750

The Cash Flow Statement

The Cash Flow Statement shows the changes in “cash” (cash and cash equivalents) of the
Council during the reporting period. The statement shows how the Council generates and
uses “cash” by classifying cash flows as operating, investing and financing activities. The
amount of net cash flows arising from operating activities is a key indicator of the extent to
which the operations of the Council are funded by way of taxation and grant income or from
the recipients of services provided by the Council. Investing activities represent the extent to
which cash outflows have been made for resources which are intended to contribute to the
Council's future service delivery. Cash flows arising from financing activities are useful in
predicting claims on future cash flows by providers of capital (i.e. borrowing) to the Council.

31 March 2014

Net cash flows from: £m
- operating activities 1.091
- investing activities (2.211)
- financing activities (0.005)
Net increase or (decrease) in cash and cash equivalents (1.125)

Cash & Cash Equivalents
- at the beginning of the reporting period 0.902
- at the end of the reporting period (0.223)
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The supplementary accounting statements comprise:

The Collection Fund Revenue Account

The Collection Fund is a separate account into which are paid amounts raised from local
taxation. As well as including amounts collected in respect of Council tax, it now includes
amounts collected from local businesses, which following the introduction of the Local
Business Rates scheme, now means that Non-Domestic Rates as distributed subject to
predetermined government set formulae. The Fund also accounts for payments due to
preceptors.

£m £m
Income
Council Tax (88.721)
NDR (55.926)
Total Income (144.647)
Expenditure
Precepts, Demands and Shares:
- Central Government 28.674
- Huntingdonshire District Council 31.198
- Parish Precepts 4.649
- Cambridgeshire County Council 67.267
- Cambridgeshire Fire and Police 14.236 146.024
Collection Fund adjustments:
- Prior year net surplus for preceptors 0.558
- Debts Impaired 0.715
- Provision for Appeals 5.135 6.408
Total Expenditure 152.432
Deficit/(Surplus) for the year 7.785
(Surplus) at beginning of the year (0.713)
Deficit/(Surplus) for the year 7.785
Deficit/(Surplus) at end of year 7.072

Pension Fund

The Council is part of the Local Government Pension Scheme, administered by
Cambridgeshire County Council. The pension fund’s actuary is required to review the fund to
ensure that it can meet its future liabilities. To achieve this, the actuary undertakes a full
revaluation of the fund every three years, the most recent having been undertaken at the 31
March 2014. Between each full revaluation, annual interim revaluations take place to ensure
that the Council can appropriately report the current financial position of the fund. The 31
March 2014 actuarial valuation identified a deficit of £61.464m, which was an increase of
£3.030m on the deficit of £58.434m that was reported as at 31 March 2013.

Although this deficit represents the sum that would have to be added to meet forecast claims
on the fund, if all the actuary’s assumptions turn out to be valid, it is standard practice for the
deficit to be met by making extra annual contributions over a period of years to reflect the
detailed full revaluation results every three years. A triennial revaluation was undertaken
during 2013/14. The Council has accepted the actuary’s recommendation that employer
contribution remains at 17.8%, with contributions topped up by lump sum deficit payment
contributions of £0.789m in 2014/15, £1.135m in 2015/16, and £1.510m in 2016/17. The
next triennial review is due in 2016/17 and its recommendations will apply from 1 April 2017.
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Provisions and Contingencies

o Provisions
The Council has established two new provisions for 2013/14, totalling £2.133m
(2012/13; £0.137m). The provisions are in respect of outstanding NDR valuation
appeals £2.054m and NDR funding that is owed to the Alconbury Weald Enterprise
Zone £0.079m. All prior year provisions have been settled.

o Contingent Assets and Liabilities
In respect of contingent assets, as a consequence of legal activity over the year, the
Council is no longer making a disclosure; so for 2013/14 it is nil (2012/13; £2.431m). In
respect of contingent liabilities, the total disclosed for 2013/14 is £4.625m (2012/13;
£5.811m).

Details of provisions, contingent assets and liabilities are shown in Note 40 of the statement
of accounts.

Technical Information

Huntingdonshire’s financial statements for 2013/14 have been prepared in accordance with
the:

o Standard format for local authority accounts recommended by the Chartered Institute of
Public Finance and Accountancy (CIPFA) for the Statement of Accounts in 2013/14 as
prescribed by the Code of Practice on Local Authority Accounting in the United
Kingdom 2013/14 based on International Financial Reporting Standards.

o Accounts and Audit Regulations 2011.

International Financial Reporting Standards

The Council has reported its financial position based on the requirements of International
Financial Reporting Standards (IFRS) and this is encapsulated within the Code of Practice
on Local Authority Accounting in the United Kingdom 2013/14.

Statement of Accounting Policies
The accounting polices applicable to the 2013/14 statement of accounts are the same as
those that were applied to the 2012/13 accounts.

True and Fair View Override
As required by the Accounts and Audit Regulations 2011, paragraph 8.2, it is noted that the
Responsible Financial Officer has not had to use the “true and fair view override”.

Changes to the Statement of Accounts

In the main, the 2013/14 Statement of Accounts is very similar to those for 2012/13.
However, there have been some changes in respect of the Collection Fund; in that the
Collection Fund is reported in a new format. This new format better shows the split between
Non-Domestic Rates (NDR) and Council Tax and has come about as a consequence of the
localisation of NDR.

Material and Unusual Charges or Credits in the Accounts
There are no material and unusual charges or credits in the accounts.

Material Events after the Reporting Date
There have not been any material events after the reporting date.
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Material Assets Acquired or Liabilities Incurred
There have not been any material assets acquired or liabilities incurred during the year.

Changes in Statutory Functions
There were no changes in statutory functions in 2013/14.

Clive Mason CPFA
Head of Resources

25" September 2014

Further Information
Further information about the accounts is available from Clive Mason, Head of Resources.
@ 01480 388157 or email clive.mason@huntingdonshire.gov.uk
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Independent Auditors Report to the Members of Huntingdonshire

District Council
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Statement of Responsibilities

The Authority’s Responsibilities

The Authority is required to:

o make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In
this Authority, that officer is the Head of Resources;

° manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets; and
o approve the Statement of Accounts.

The Head of Resources Responsibilities

The Head of Resources is responsible for the preparation of the authority’s Statement of
Accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom (the Code).

In preparing this Statement of Accounts the Head of Resources has:

o selected suitable accounting policies and applied them consistently;
o made judgements and estimates that were reasonable and prudent;
o complied with the local authority Code.

The Head of Resources has also:

o kept proper accounting records which were up-to-date;

o taken reasonable steps for the prevention and detection of fraud and other
irregularities.

| certify that the Statement of Accounts presents a true and fair view of the financial position

of the Authority at 31 March 2014 and its income and expenditure for the year ended 31
March 2014

Clive Mason CPFA
Head of Resources

25" September 2014
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Chairman’s Approval of the Statement of Accounts

This is the Annual Financial Report, incorporating the Statement of Accounts with all audit
activities completed. The Corporate Governance Panel of Huntingdonshire District Council at
its meeting on 25" September 2014 delegated authority to me as Chairman of the Panel to
approve the Statement of Accounts.

Clir G Harlock
Chairman of the Corporate Governance Panel

Date 25" September 2014
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Earmarked

General General Capital TOTAL Unusabl TOTAL
Fund g Grants | USEABLE | o 0°°% | COUNCIL
Balance R Unapplied | RESERVES RESERVES
eserves
£000 £000 £000 £000 £000 £000
Note 8 Note 33 Note 23
Movement in reserves
during 2013/14
BALANCE AT 31 MARCH 2013 10,587 6,804 798 18,189 | (8,438) 9,751
Surplus/(Deficit) on provision of (5.522) 0 (5,522) 0 (5,522)
services ’ 0 ’ ’
Other comprehensive income and 0 0 0 8 521 8.521
expenditure 0 ’ ’
Total comprehensive income
and expenditure (5,522) 0 0 (5,522) 8,521 2,999
Adjustments between accounting
basis and funding basis under 9,033 0 159 9,192 (9,192) 0
regulations (Note 7)
Net increase/(decrease) before
transfers to earmarked reserves 3,511 0 159 3,670 (671) 2,999
Transfers (from)/to earmarked
reserves (Note 8) (5.414) 5,414 0 0 0 0
Increase/(Decrease) in Year (1,903) 5,414 159 3,670 (671) 2,999
gﬁ:LANCE AT 31 MARCH 2014 8,684 12,218 957 21,859 (9,109) 12,750
Movement in reserves
during 2012/13 Restated
(Note 42)
BALANCE AT 31 MARCH 2012 12,914 5,233 528 18,675 | 2,808 21,483
Surplus/(Deficit) on provision of
services (6,283) 0 0 (6,283) 0 (6,283)
Other comprehensive income and
expenditure 0 0 0 0 (5,449) (5,449)
Total comprehensive income
and expenditure (6,283) 0 0 (6,283) (5,449) (11,732)
Adjustments between accounting
basis and funding basis under 5,574 0 270 5,844 (5,844) 0
regulations (Note 7)
Net increase/(decrease) before
transfers to earmarked reserves (709) 0 270 (439) | (11,293) (11,732)
Transfers (from)/to earmarked
reserves (Note 8) (1,618) 1,571 0 (47) 47 0
Increase/(Decrease) in Year (2,327) 1,571 270 (486) | (11,246) (11,732)
gﬁ;"ANCE AT 31 MARCH 2013 10,587 6,804 798 18,189 | (8,438) 9,751
25
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Comprehensive Income and Expenditure Statement

2012/13
Restated (Note 42) 2013/14
Gross Gross Net Gross Gross Net
Expenditure Income  Expenditure Expenditure Income  Expenditure
£000 £000 £000 £000 £000 £000
11,391 (6,637) 4,754 Cultural and Recreational Services 16,042 (7,235) 8,807
5,626  (1,541) 4,085 Environmental Services 5,322 (1,514) 3,808
3,297 (57) 3,240 Refuse Collection 3,351 (155) 3,196
4,844  (2,068) 2,776 Planning Services 4,977 (2,392) 2,585
42,537 (39,099) 3,438 Housing Services 44,269  (40,206) 4,063
2,497  (2,116) 381 Highways and Transport Services 5,858 (5,283) 575
9,078  (8,746) 332 Council Tax Benefits 661 (315) 346
1,314 (612) 702 Local Taxation Collection 1,349 (639) 710
1,067 (668) 399 Other Central Services 926 (639) 287
2,812 (5) 2,807 Corporate and Democratic Core 2,534 (67) 2,467
1,166 0 1,166 Non-Distributed Costs 1,945 (67) 1,878
85,629 (61,549) 24,080 Cost of Services (note 27) 87,234  (58,512) 28,722
Other Operating Expenditure
5,110 0 5,110 (Note 9) 4,644 0 4,644
Financing and Investment Income
3,638  (2,529) 1,109 and Expenditure (Note 10) 3,165 (3,086) 79
Taxation and Non-specific Grant
0 (24,016) (24,016) Income (Note 11) * 18,124  (46,047) (27,923)
(Surplus)/Deficit on provision of
94,377 (88,094) 6,283 services 113,167 (107,645) 5,522
(Surplus) or deficit in the
revaluation of non-current assets
53 (Note 23) (9,617)
Impairment losses on non-current
assets charged to the Revaluation
60 Reserve.(Note 23) 348
Actuarial losses/(gains) on pension
assets and liabilities
5,336 (Note 39) 748
Other comprehensive income
5,449 and expenditure (8,521)
TOTAL COMPREHENSIVE
11,732 INCOME AND EXPENDITURE (2,999)

* From 1% April 2013, as a consequence of The Local Government Finance Act 2012, a Local Non Domestic
Rating regime was introduced that included the business rates retention scheme (see Note 11).
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31 March 31 March
2013 Notes 2014
£000 £000

56,733 Property, Plant and Equipment 12 66,811
65 Heritage Assets 13 65
18,424 Investment Property 14 19,615
1,554 Intangible Assets 15 1,782
962 Long Term Debtors 16 2,406
77,738 Long Term Assets 90,679
6,144 Short Term Investments 16 1,909
147 Inventories 17 62
5,940 Short Term Debtors 18 9,670
902 Cash and Cash Equivalents 19 0

300 Assets held for sale 20 144
13,433 Current Assets 11,785
0 Cash and Cash Equivalents 19 (223)
(6,111) Short Term Borrowing 16 (6,282)
(5,943) Short Term Creditors 21 (7,461)
(137) Provisions 40 (2,133)
(12,191) Current Liabilities (16,099)
(10,000) Long Term Borrowing 16 (11,368)
(795) Other Long Term Liabilities 16 (783)
(58,434) Net Pensions Liability 39 (61,464)
(69,229) Long Term Liabilities (73,615)
9,751 Net Assets 12,750
18,189 Useable Reserves 22 21,859
(8,438) Unusable Reserves 23 (9,109)
9,751 Total Reserves 12,750

Clive Mason CPFA
Head of Resources

25" September 2014

These financial statements replace the unaudited financial statements certified by Clive Mason
(Head of Resources) on the 27" June 2014.
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Cash Flow Statement

2012/13 2013/14
£000 £000
(5,634) Net Deficit on the provision of services (5,522)

6,166 Adjustments to net surplus or deficit on the provision of services for non-cash 8,553
movements
(1,980) Adjustments for items included in the net surplus or deficit on the provision of (1,940)
services that are investing and financing activities
(1,448) Net cash flows from Operating Activities 1,091 |
1,273 Investing Activities (Note 25) (2,211)
1,397 Financing Activities (Note 26) (5)
1,222 Net increase/(decrease) in cash and cash equivalents (1,125) |
(320) Cash and cash equivalents at the beginning of the reporting period 902
902 Cash and cash equivalents at the end of the reporting period (Note 19) (223) |
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Note 1. Accounting Policies

Accounting Policies in respect of Concepts and Principles
> General Principles

The Statement of Accounts summarises the Council’s transactions for the 2013/14 financial
year and its position at the year-end 31 March 2014. The Council is required to prepare an
annual Statement of Accounts by the Accounts and Audit (England) Regulations 2011 in
accordance with proper accounting practices. These practices comprise the Code of
Practice on Local Authority Accounting in the United Kingdom 2013/14 and the Service
Reporting Code of Practice 2013/14, supported by International Financial Reporting
Standards (IFRS).

The underlying concepts of the accounts include the:

e Council being a ‘going concern’ — all operations continuing.

e Accrual of income and expenditure — placing items in the year they relate to rather than
the year they take place.

e Primacy of legislative requirements — legislation overrides standard accounting practice.

The accounting statements are prepared with the objective of presenting a true and fair view
of the financial position and transactions of the Council.

The accounting convention adopted in the Statement of Accounts is principally historical
cost, modified by the revaluation of certain categories of non-current assets and financial
instruments.

The accounting policies are reviewed on an annual basis to ensure that they are appropriate,
compliant with accepted accounting practice and relevant to the Council’'s ongoing business
activity. Further, the accounting policies are applied on a consistent basis.

»  Government Grants and Contributions (IAS 20)

Government grants and third party contributions and donations are recognised as due to the
Council when there is reasonable assurance that:

o the Council will comply with the conditions attached to the payments, and
o the grants or contributions will be received.

Amounts recognised as due to the Council are credited to the Comprehensive Income and
Expenditure Statement if the conditions attached to the grant or contribution have been met.
However, if the conditions require that the grant or contribution is returned where these
conditions are not met, it cannot be credited to the Comprehensive Income and Expenditure
Statement.

Monies advanced as grants and contributions for which conditions have not been satisfied
are carried in the Balance Sheet as creditors (Receipts in Advance). When conditions are
satisfied, the grant or contribution is credited to the relevant service line or Taxation and Non-
Specific Grant Income (non-ringfenced revenue grants and all capital grants) in the
Comprehensive Income and Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement,
they are reversed out of the General Fund Balance in the Movement in Reserves Statement.
Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital

Grants Unapplied Account. Where it has been applied, it is posted to the Capital Adjustment
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Account. Amounts in the Capital Grants Unapplied Account are transferred to the Capital
Adjustment Account once they have been applied.

The Council receives monies from developers, S106 monies, which are credited to the
Comprehensive Income and Expenditure Statement and transferred to an earmarked fund.
The condition for these contributions is that they are returnable 10 years after receipt if they
are not used. It is considered that 10 years is too far into the future to be treated as receipts
in advance.

> Accruals of Income and Expenditure

Income and expenditure are accounted for in the year to which they relate, not simply when
cash payments are made or received, by the creation of debtors and creditors which are
recorded in the Balance Sheet. In particular:

o Revenue from the sale of goods is recognised when the Council transfers the
significant risks and rewards of ownership to the purchaser and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Council.

o Revenue from the provision of services is recognised when the Council can measure
reliably the percentage of completion of the transaction and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Council.

o Supplies are recorded as expenditure when they are consumed — where there is a gap
between the date supplies are received and their consumption; they are carried as
inventories on the Balance Sheet.

o Expenses in relation to services received (including services provided by employees)
are recorded as expenditure when the services are received rather than when
payments are made.

o Interest receivable on investments and payable on borrowings is accounted for
respectively as income and expenditure on the basis of the effective interest rate for
the relevant financial instrument rather than the cash flows fixed or determined by the
contract.

o Where revenue and expenditure have been recognised, but cash has not been
received or paid, a debtor or creditor for the relevant amount is recorded in the Balance
Sheet. Where debts may not be settled, the balance of debtors is written down and a
charge made to revenue for the income that might not be collected.

o Where the Council is acting as an agent for another party (e.g. in the collection of
NNDR and Council tax), income and expenditure are recognised only to the extent that
commission is receivable by the Council for the agency services provided or the
Council incurs expenses directly on its own behalf in providing the services.

> Overheads and Support Services

The costs of overheads and support services are charged to services on the basis of use in
accordance with the costing principles of the CIPFA Service Reporting Code of Practice
2012/13. The basis of the charge varies according to the nature of the support service
provided (e.g. administrative buildings are apportioned on the basis of area occupied.) The
total absorption costing principle is used — the full cost of overheads and support services are
shared between users in proportion to the benefits received, with the exception of:

o Corporate and Democratic Core — costs relating to the Council's status as a multi-
functional, democratic organisation.

o Non-Distributed Costs — for example the cost of lump sum employer contributions to
the pension scheme.
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These two cost categories are defined in the Service Reporting Code of Practice and
accounted for as separate headings in the Comprehensive Income and Expenditure
Statement.

The cost of overheads relating to staff time spent on capital projects is treated as a revenue
charge to the service rather than a charge to the capital project.

> Changes in Accounting Policies, Prior Period Adjustments, Estimates and Errors

Changes in accounting policies are only made when required by proper accounting practices
or the change provides more reliable or relevant information about the effect of transactions
or other events and conditions on the Council’s financial position or financial performance.
Where a change is made, it is applied retrospectively, if material, by adjusting opening
balances and comparative amounts for the prior period as if the new policy had always been
applied. For 2013/14, there are no new accounting policies in respect of statutory requirements
or to ensure local circumstances are better reflected within the Annual Financial Report.

Changes in accounting estimates are accounted for prospectively, i.e. in the current and
future years affected by the change and do not give rise to a prior period adjustment.

Material errors discovered in prior period figures are corrected retrospectively by amending
opening balances and comparative amounts for the prior period.

> Exceptional Items

When items of income and expense are material, their nature and amount are disclosed
separately, either on the face of the Comprehensive Income and Expenditure Statement or in
the notes to the accounts, depending on how significant the items are to an understanding of
the Council’s financial performance.

> Interest Receipts

Interest receipts credited to the General Fund include all amounts received in respect of
balances held and invested externally, except for interest earned on the S106 reserve (one
of the earmarked reserves) which is credited to that reserve. Interest receipts are included in
the Financing and Investment Income and Expenditure section of the Comprehensive
Income and Expenditure Statement.

> Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts out of the General Fund
Balance in the Movement in Reserves Statement; they are included in the Balance Sheet as
the General Fund Balance, Capital Reserve, Earmarked Reserves or Capital Grants
Unapplied.

When expenditure to be financed from a reserve is incurred, it is charged to the appropriate
service in that year to count against the Surplus/Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement. The reserve is then appropriated back
into the General Fund Balance in the Movement in Reserves Statement so that there is no
net charge against council tax for the expenditure.

However, there are other reserves that cannot be used to finance expenditure:

o Capital Adjustment Account — these are capital resources set aside to meet past
expenditure.
o Revaluation Reserve — the gains of valuation of assets not yet realised by sales.
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o Financial Instruments Adjustment Account — balancing account to allow for differences
in statutory requirements and accounting requirements for borrowing and investments.

o Collection Fund Adjustment Account — holds the difference between the income
included in the Income and Expenditure Account and the amount required by regulation
to be credited to the General Fund.

o Pensions Reserve — balancing account to allow the pensions liability to be included in
the Balance Sheet.

o Accumulated Compensated Absences Adjustment Account — the value of untaken
leave and other employee benefits.

> Value Added Tax

VAT payable is included as an expense only to the extent that it is not recoverable from
Her Majesty’s Revenue and Customs. VAT receivable is excluded from income.

> Events after the Balance Sheet Date

Events after the Balance Sheet date are those events, both favourable and unfavourable,
that occur between the end of the reporting period and the date when the Statement of
Accounts is authorised for issue. Two types of events can be identified:

o those that provide evidence of conditions that existed at the end of the reporting period
— the Statement of Accounts is adjusted to reflect such events

o those that are indicative of conditions that arose after the reporting period — the
Statement of Accounts is not adjusted to reflect such events, but where a category of
events would have a material effect, disclosure is made in the notes of the nature of the
events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Statement
of Accounts.

> Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable
without penalty on notice of not more than 24 hours. Cash equivalents are investments that
mature in three months or less from the investment date and that are readily convertible to
cash with insignificant risk of change in value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts
that are repayable on demand and form an integral part of the Council’s cash management.

Accounting Policies in respect of Non-Current Assets
> Property, Plant and Equipment (IAS 16)

Assets that have physical substance and are held for use in the provision of goods or
services, for rental to others or for administrative purposes and that are expected to be used
during more than one financial year are classified as Property, Plant and Equipment.

o Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and
Equipment is capitalised on an accruals basis, provided that it is probable that the
future economic benefits associated with the item will flow to the Council and the cost
of the item can be measured reliably. Expenditure that maintains but does not add to
an asset’s potential to deliver future economic benefits or service potential (i.e. repairs
and maintenance) is charged as an expense when it is incurred. There is a de minimis
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level of £10,000, however where the cumulative value of individual assets is greater
than £10,000 and they meet the criteria for recognition they will be capitalised.

o Measurement
Assets are initially measured at cost, comprising:

o the purchase price;

o any costs attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management; and

o the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located.

Donated assets are measured initially at fair value. The difference between fair value
and any consideration paid is credited to the Taxation and Non-Specific Grant Income
line of the Comprehensive Income and Expenditure Statement.

Assets are then carried in the Balance Sheet using the following measurement bases:

o Fair Value: Land and Buildings, Investment Properties

o Depreciated Historic Cost: Vehicles, Plant and Equipment, Infrastructure,
Intangibles

o Historic Cost: Community Assets, Assets Under Construction

Assets Held for Sale

Where there is no market-based evidence of fair value because of the specialist nature
of an asset, depreciated replacement cost is used as an estimate of fair value.

Assets included in the Balance Sheet at fair value are revalued regularly to ensure that
their carrying value is not materially different from their fair value at the year end, but as
a minimum every three years. Increases in valuations are matched by credits to the
Revaluation Reserve to recognise unrealised gains. Exceptionally, gains might be
credited to the Comprehensive Income and Expenditure Statement where they arise
from the reversal of an impairment loss previously charged to a service revenue
account. Thus there is no impact on the council tax.

Where decreases in value are identified, the revaluation loss is accounted for:

o where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that balance
(up to the amount of the accumulated gains); and

o where there is no balance in the Revaluation Reserve or insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in
the Comprehensive Income and Expenditure Statement.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007
only. Gains arising before that date have been consolidated into the Capital Adjustment
Account.

o Components
The Council will separately account for components where the cost of the component is

significant in relation to the overall total cost of the asset, and the useful economic life
of the component is significantly different from the useful economic life of the asset.
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Individual components with similar useful lives and depreciation methods will be
grouped.

For this purpose a significant component cost would be 10% of the overall total cost of
the asset but with a de-minimis component threshold of £100,000.

This policy has been applied prospectively when non-current assets have been
revalued and will be considered only for new revaluations carried out after 1st April
2012 and when enhancement and/or acquisition expenditure is incurred after that date.
The only assets that have been split into components in the 2012/13 accounts are
offices and leisure centres. This is consistent with the prior year.

The impact is that some components have a useful life of between 15 and 35 years,
which in some instances is different to the useful life of the main building and therefore
the depreciation charge varies from that based on the same useful life for the whole
asset.

o Impairment

Assets are assessed at each year-end as to whether there is any indication that an
asset may be impaired. Where indications exist and any possible differences are
estimated to be material, the recoverable amount of the asset is estimated and, where
there is less than the carrying amount of the asset, an impairment loss is recognised
for the shortfall.

Where impairment losses are identified, they are accounted for:

o where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that balance
(up to the amount of the accumulated gains); and

o where there is no balance in the Revaluation Reserve or insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in
the Comprehensive Income and Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the
relevant service line(s) in the Comprehensive Income and Expenditure Statement, up
to the amount of the original loss, adjusted for depreciation that would have been
charged if the loss had not been recognised.

o Disposals and Non-Current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered
principally through a sale transaction rather than through its continuing use, it is
reclassified as an Asset Held for Sale. The asset is revalued immediately before
reclassification and then carried at the lower of this amount and fair value less costs to
sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is
posted to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement. Gains in fair value are recognised only up to the amount of
any previously recognised losses. Depreciation is not charged on Assets Held for
Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are
reclassified back to non-current assets and valued at the lower of their carrying amount
before they were classified as held for sale; adjusted for depreciation, amortisation or
revaluations that would have been recognised had they not been classified as Held for
Sale, and their recoverable amount at the date of the decision not to sell.
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Assets that are to be abandoned or scrapped are not reclassified as Assets Held for
Sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset in
the Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is
written off to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement as part of the gain or loss on disposal. Receipts from disposals
(if any) are credited to the same line in the Comprehensive Income and Expenditure
Statement also as part of the gain or loss on disposal (i.e. netted off against the
carrying value of the asset at the time of disposal). Any revaluation gains accumulated
for the asset in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital
receipts. The balance of receipts is required to be credited to the Capital Receipts
Reserve, and can then only be used for new capital investment or set aside to reduce
the Council’s underlying need to borrow (the capital financing requirement). Receipts
are appropriated to the Reserve from the General Fund Balance in the Movement in
Reserves Statement.

The written-off value of disposals is not a charge against council tax, as the cost of
property, plant and equipment is fully provided for under separate arrangements for
capital financing. Amounts are appropriated to the Capital Adjustment Account from
the General Fund Balance in the Movement in Reserves Statement.

o Depreciation
Depreciation is provided for on all Property, Plant and Equipment assets by allocating
the value of the asset over their useful lives. An exception is made for assets where
the finite useful life cannot be determined, (i.e. land and Community Assets) and assets
that are not yet available for use (i.e. assets under construction).

Depreciation is calculated as follows:

Asset Type Depreciation basis Useful Economic Life

Operational Buildings Straight-line allocation over 5 years to 45 years
the estimated life of the
building or component
where identified separately

Vehicles, Plant, Furniture Straight line allocation over 1 year to 48 years
& Equipment the estimated life of the
Infrastructure asset 3 years to 44 years

Where an item of Property, Plant and Equipment asset has major components whose
cost is significant in relation to the total cost of the item, the components are
depreciated separately.

Revaluation gains are also depreciated, with an amount equal to the difference
between current value depreciation charged on assets and the depreciation that would
have been chargeable based on their historical cost being transferred each year from
the Revaluation Reserve to the Capital Adjustment Account.

The residual value of the assets is reviewed at least every five years and the
depreciation adjusted to match any change in the life of the asset.
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> Depreciation and other Charges to Revenue for Non-Current Assets

Services, support services and trading accounts are debited with the following amounts to
record the cost of holding property, plant and equipment during the year:

o depreciation attributable to the assets used by the relevant service

o revaluation and impairment losses on assets used by the service where there are no
accumulated gains in the Revaluation Reserve against which the losses can be written
off

o amortisation (annual charge) of intangible assets attributable to the service.

The Council is not required to raise council tax to cover depreciation, revaluation and
impairment losses or amortisation. However, it is required to make an annual provision from
revenue, known as the minimum revenue provision (MRP), to contribute towards the
reduction in its overall borrowing requirement. Depreciation, revaluation and impairment
losses and amortisation are therefore replaced by MRP in the General Fund Balance, by way
of an adjusting transaction within the Capital Adjustment Account in the Movement in
Reserves Statement to reflect the difference between the two.

The basis for calculating MRP is restricted by legislation and the policy has to be approved
by the Council. For 2013/14, the Council will have two policies:

MRP Policy in respect of Loans to Organisations or Loans with Security (as defined
within the Treasury Management Strategy)

Where the Council has provided:

¢ l|oans to local organisations or businesses, and/or
¢ |oans with security

and these loans are repaid on, at least an annual basis, that the principal repayments
received can replace the need to make a minimum revenue provision.

MRP Policy in respect of Debt not relating to Loans to Organisations

MRP for this category will be on an annuity basis. This results in the MRP increasing
over the life of the asset to match the fall in the interest cost as the debt is “notionally”
repaid. The net result is a consistent charge to the Council’'s accounts over the
assumed life of the asset.

When an asset is disposed of or decommissioned, the carrying amount of the asset in the
Balance Sheet is written off to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement as part of the gain or loss on disposal; receipts from
disposals are credited to the same line. Any accumulated revaluation gains in the
Revaluation Reserve are transferred to the Capital Adjustment Account.

> Heritage Assets

Tangible and Intangible Heritage Assets (described in this summary of significant
accounting policies as heritage assets)

Heritage Assets are those that are held and maintained by the Council principally for their
contribution to knowledge and culture. Such assets can have historical, artistic, scientific,
geophysical or environmental qualities.

Heritage Assets are recognised and measured (including the treatment of revaluation gains and
losses) in accordance with the Authority’s accounting policies on property, plant and equipment.
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However, some of the measurement rules are relaxed in relation to heritage assets as detailed
below.

The Authority’s Heritage Assets are accounted for as follows:
o Cultural

The Council has identified the Norman Cross and Eagle as a Heritage Asset and this is
disclosed in the Balance Sheet, based on insurance valuation, at £0.065m. It should be
noted that there is no phased basis of valuation. This asset is:

o deemed to have an indeterminate life and consequently the Council does not
consider it appropriate to charge depreciation.

o static and located at Norman Cross, Cambridgeshire, near to the intersection with the
A1,

o Mayoral Regalia and Art Collection

The Council has two mayoral chains of office and two paintings; however the total
estimated value of these assets, based on insurance valuations, is £0.033m. As individually
these assets are not material, they have not been included in the Balance Sheet.

> Intangible Assets

Expenditure, on an accruals basis, for assets that do not have physical substance but are
identifiable and controlled by the Council (e.g. software licences) are capitalised where they
will bring benefit for more than one year. The balance is amortised (charged) to the relevant
service revenue account over the economic life of the investment to reflect the pattern of
consumption of benefits.

Intangible assets are measured initially at cost. Amounts are only revalued where the fair
value of the assets held by the Council can be determined by reference to an active market.
The depreciable amount of an intangible asset is amortised over its useful life and debited to
the relevant service lines in the Comprehensive Income and Expenditure Statement. An
asset is tested for impairment whenever there is an indication that the asset might be
impaired — any losses recognised are debited to the relevant service lines in the
Comprehensive Income and Expenditure Statement.

Any gain or loss arising on the disposal or abandonment of an intangible asset is debited or
credited to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory
purposes, amortisation, impairment losses and disposal gains and losses are not permitted
to have an impact on the General Fund Balance. The gains and losses are therefore
reversed out of the General Fund Balance in the Movement in Reserves Statement and
posted to the Capital Adjustment Account and, for any sale proceeds greater than £10,000,
the Capital Receipts Reserve.

> Investment Properties

Investment properties are those that are used solely to earn rentals and/or for capital
appreciation. The definition is not met if they are used in any way for the delivery of services.

Investment properties are measured initially at cost and subsequently at fair value based on
the amount at which the asset could be exchanged between knowledgeable parties at arm’s-
length. Properties are not depreciated and are revalued annually according to market
conditions at the year-end. Gains and losses on revaluation are debited/credited to the
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Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. The same treatment is applied to gains and losses on disposal.

Rental income received in relation to investment properties is credited to the Financing and
Investment Income and Expenditure line and results in a gain for the General Fund Balance.
However, revaluation and disposal gains and losses are not permitted by statutory
arrangements to have an impact on the General Fund Balance and are reversed out of the
General Fund Balance in the Movement in Reserves Statement and posted to the Capital
Adjustment Account and, for any sale proceeds greater than £10,000, the Capital Receipts
Reserve.

> Leases
Leases are classified as finance leases where the terms of the lease transfer substantially all
the risks and rewards incidental to ownership of the property, plant or equipment from the

lessor to the lessee. All other leases are classified as operating leases.

Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an asset
in return for payment are accounted for under this policy where fulfilment of the arrangement
is dependent on the use of specific assets.

° The Council as Lessee

o) Finance leases

Property, plant and equipment held under finance leases is recognised on the
Balance Sheet at the commencement of the lease at its fair value measured at
the lease’s inception (or the present value of the minimum lease payments, if
lower). The asset recognised is matched by a liability for the obligation to pay the
lessor. Contingent rents are charged as expenses in the periods in which they
are incurred.

Lease payments are apportioned between:

= a charge for the acquisition of the interest in the property, plant and
equipment, applied to write down the lease liability, and

" a finance charge which is debited to the Financing and Investment Income
and Expenditure line in the Comprehensive Income and Expenditure
Statement.

Property, plant and equipment recognised under finance leases is accounted for
using the policies applied generally to such assets, subject to depreciation being
charged over the lease term if this is shorter than the asset’s estimated useful life
(where ownership of the asset does not transfer to the Council at the end of the
lease period.)

The Council is not required to raise council tax to cover depreciation or
revaluation and impairment losses arising on leased assets. Instead, a prudent
annual contribution is made from revenue funds towards the deemed capital
investment in accordance with statutory requirements. Depreciation and
revaluation and impairment losses are therefore substituted by a revenue
contribution in the General Fund Balance, by way of an adjusting transaction with
the Capital Adjustment Account in the Movement in Reserves Statement for the
difference between the two.
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In practice the Council has two categories of finance leases in primary rental for
industrial units and secondary leases for certain items of equipment.

Operating leases.

Rentals paid under operating leases are debited to the Comprehensive Income
and Expenditure Statement as an expense of the services benefitting from the
use of the leased property, plant or equipment. Charges are made on a straight-
line basis over the life of the lease.

° The Council as Lessor

O

Finance Leases

Where the Council grants a finance lease over a property, the relevant asset is
written out of the Balance Sheet as a disposal. At the commencement of the
lease the carrying amount of the asset in the Balance Sheet is written off to the
Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement as part of the gain or loss on disposal. A gain, representing the
Council’s net investment in the lease, is credited to the same line in the
Comprehensive Income and Expenditure Statement also as part of the gain or
loss on disposal, matched by a lease (long-term) debtor in the Balance Sheet.

Lease rentals receivable are apportioned between:

= a charge for the acquisition of the interest in the property — applied to write
down the lease debtor, and

= finance income which is credited to the Financing and Investment Income
and Expenditure line in the Comprehensive Income and Expenditure
Statement.

The gain credited to the Comprehensive Income and Expenditure Statement on
disposal is not permitted by statute to increase the General Fund Balance and is
required to be treated as a capital receipt. Where the amount due in relation to
the lease asset is to be settled by the payment of rentals in future financial years,
this is posted out of the General Fund Balance to the Deferred Capital Receipts
Reserve in the Movement in Reserves Statement. When the future rentals are
received, the element for this capital receipt for the disposal of the asset is used
to write down the lease debtor. At this point the deferred capital receipts are
transferred to the Capital Receipts Reserve.

The written-off values of disposals are not a charge against council tax, as the
cost of fixed assets is fully provided for under separate arrangements for capital
financing. Amounts are therefore appropriated to the Capital Adjustment Account
from the General Fund balance in the Movement in Reserves Statement.

Operating Leases.

Where the Council grants an operating lease over a property the asset is retained
in the Balance Sheet. Rental income is credited to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement.
Credits are made on a straight-line basis over the life of the lease.

39
122



Huntingdonshire District Council Annual Financial Report
(including the Statement of Accounts as at 31 March 2014)

> Revenue Expenditure funded from Capital under Statute

Revenue expenditure funded from capital under statute represents expenditure that may be
capitalised under statutory provisions but does not result in the creation of property, plant
and equipment. ltems incurred during the year have been written off as expenditure to the
relevant service revenue account in the year. Where it has been determined to meet the cost
of the item from existing capital resources or by borrowing, amounts charged are reversed
out of the General Fund Balance in the Movement in Reserves Statement and posted to the
Capital Adjustment Account.

Accounting Policies in respect of Current Assets
>  Inventories

The Council has a number of inventories but none either individually or in aggregate are material
to the accounts. However, the valuation approach in respect of the main inventory types (Fuel
and Stock for Sale) is First In First Out.

> Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible
asset whose existence will only be confirmed by the occurrence or otherwise of uncertain
future events not wholly within the control of the Council.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the
accounts.

> Provisions and Contingent Liabilities
o Provisions

Provisions are made where an event has taken place that gives the Council a legal or
constructive obligation that probably requires a financial settlement and a reliable
estimate of the obligation can be made. Provisions are debited to the Comprehensive
Income and Expenditure Statement and are measured at the best estimate of the
expenditure that is likely to be required. When payments are made they are charged to
the provision.

o Contingent Liabilities

A contingent liability arises from an event which is too uncertain or the amount of the
obligation cannot be reliably estimated. The liability is disclosed as a contingent liability
within the notes to the accounts. Contingent liabilities also arise in circumstances
where a provision would otherwise be made but either it is not probable that an outflow
of resources will be required or the amount of the obligation cannot be measured
reliably.

Accounting Policies in respect of Employee Benefits
> Benefits Payable during Employment

Short-term employee benefits (those that fall due wholly within 12 months of the year-end),
such as wages and salaries, paid annual leave and paid sick leave, bonuses and non-
monetary benefits (e.g. cars) for current employees, are recognised as an expense in the
year in which employees provide services to the Council.
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An accrual is made against services in the Comprehensive Income and Expenditure
Statement for the cost of holiday entitlements and other forms of leave earned by employees
but not taken before the year-end and which employees can carry forward into the next
financial year. The accrual is made at the wage and salary rates applicable in the following
accounting year, being the period in which the employee takes the benefit. Any accrual
made is required under statute to be reversed out of the General Fund Balance by a credit to
the Accumulating Compensated Absences Adjustment Account in the Movement in
Reserves Statement. Thus there is no impact on the council tax.

> Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to
terminate an officer's employment before the normal retirement date or an officer’s decision
to accept voluntary redundancy.

Termination benefits are charged to the appropriate service line in the Comprehensive
Income and Expenditure Account when the Council can demonstrate that it is committed to
either terminating the employment of an officer or has made an offer of voluntary redundancy
even if the officer has not left the Council by 31 March.

Where termination benefits involve the enhancement of pensions, statutory provisions
require the General Fund balance to be charged with the amount payable by the Council to
the pension fund or pensioner in the year, not the amount calculated according to the
relevant accounting standards. In the Movement in Reserves Statement, appropriations are
required to and from the Pensions Reserve to remove the notional debits and credits for
pension enhancement termination benefits and replace them with debits for the cash paid to
the pension fund and pensioners and any such amounts payable but unpaid at the year-end.

> Post-Employment Benefits (Pensions)

Employees of the Council are members of the Local Government Pensions Scheme (LGPS),
administered by Cambridgeshire County Council. This scheme provides defined benefits to
members (retirement lump sums and pensions), earned as employees work for the Council.

o The liabilities of the LGPS attributable to the Council are included in the Balance Sheet
on an actuarial basis using the projected unit method — i.e. an assessment of the future
payments that will be made in relation to retirement benefits earned to date by
employees, based on assumptions about mortality rates, employee turnover rates, etc.,
and projections of projected earnings for current employees.

o Liabilities are discounted to their value at current prices, using an appropriate discount
rate (based on the indicative rate of return on high quality corporate bonds as identified
by the actuary).

o The assets of the Cambridgeshire County Council Pension Fund attributable to the
Council are included in the Balance Sheet at their fair value:

quoted securities — current bid price
unquoted securities — professional estimate
unitised securities — current bid price
property — market value

O O O O

o The change in the net pensions liability is analysed into seven components:
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o current service cost — the increase in liabilities as a result of years of service
earned this year — debited in the Comprehensive Income and Expenditure
Statement to the services for which the employees worked.

o past service cost — the increase in liabilities arising from current year decisions
whose effect relates to years of service earned in earlier years — debited to the
Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement as part of Non Distributed Costs.

o net interest on the net defined liability, i.e. net interest expense for the
authority — the change during the period in the net defined benéefit liability that
arises from the passage of time charged to the Financing and Investment Income
and Expenditure Statement. This is calculated by applying the discount rate used
to measure the defined benefit obligation at the beginning of the period to the net
defined benefit liability at the beginning of the period taking into account any
changes in the net defined benéefit liability during the period as a result of
contribution and benefit payments.

o the return on plan assets — excluding amounts charged in net interest on the
net defined benefit liability. This is charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure.

o actuarial gains and losses — changes in the net pensions liability that arise
because events have not coincided with assumptions made at the last actuarial
valuation or because the actuaries have updated their assumptions — debited to
the Pensions Reserve.

o contributions paid to the Cambridgeshire Pension Fund — cash paid as
employer’s contributions to the pension fund in settlement of liabilities; not
accounted for as an expense.

Statutory provisions require the General Fund balance to be charged with the amount
payable by the Council to the pension fund or directly to pensioners in the year, rather than
the amount calculated according to the relevant accounting standards. In the Movement in
Reserves Statement, this means that there are appropriations to and from the Pensions
Reserve to remove the notional debits and credits for retirement benefits and replace them
with debits for the cash paid to the pension fund and any such amounts payable but unpaid
at the year-end. The balance (currently negative) that arises on the Pensions Reserve
thereby measures the beneficial impact on the General Fund of being required to account for
retirement benefits on the basis of cash flows rather than as benefits that are earned by
employees.

> Discretionary Benefits

The Council also has restricted powers to make discretionary awards of retirement benefits
in the event of early retirements. Any liabilities estimated to arise as a result of an award to
any member of staff are accrued in the year of the decision to make the award and
accounted for using the same policies as are applied to the Local Government Pension
Scheme.

Accounting Policies in respect of Financial Instruments

> Financial Assets

The main financial assets attributable to the Council are:

o Loans and receivables
Financial assets that are applicable to the Council are loans and receivables which are
assets with a fixed or determinable payment but not quoted in an active market (e.g.

trade debtors, fixed term investments). Loans and receivables are recognised on the
Balance Sheet when the Council becomes a party to the contractual provisions of a
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financial instrument and are initially measured at fair value and carried at their
amortised cost. The Council has the following loans and receivables:

Debtors

Debtors are carried at original invoice amount less an estimate made for doubtful
receivables based on a review of all outstanding amounts at the year-end, taking into
account the nature, value and age of debts and historic losses for similar groups of
assets. Bad debts are written off when they are identified.

Debtors falling due after more than one year are classified as long-term debtors, which
includes housing improvement loans and housing advances. The charge for these
services is to the Housing Services line in the Net Cost of Services in the
Comprehensive Income and Expenditure Statement.

Cash and equivalents

Cash and equivalents comprise cash in hand and current balances with banks and
similar institutions, which are readily convertible to known amounts of cash. Due to
their nature and short-term maturity, the fair values for debtors and cash and
equivalents are estimated using their carrying values.

Investments

The Council has both long and short-term investments with various financial
institutions. Investments are carried at their amortised cost. The fair value of
investments is determined by discounting the future cash flows using a relevant market
rate of interest comparable to the rate for the same investment from a comparable
institution, available at the Balance Sheet date.

The Council has made loans for home improvement which are interest-free (soft loans).
When these soft loans are made, a loss is recorded in the Housing Services line in the
Net Cost of Services in the Comprehensive Income and Expenditure Statement for the
present value of the interest that will be foregone over the life of the instrument,
resulting in a lower amortised cost than the outstanding principal. Statutory provisions
require that the impact of soft loans in the Comprehensive Income and Expenditure
Statement is managed by a transfer to the Financial Instruments Adjustment Account.
It is included in the ‘Adjustment between accounting basis and funding basis under
regulation’ line in the Movement in Reserves Statement.

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party
to the contractual provisions of a financial instrument and initially measured at fair value and
carried at their amortised cost. Annual charges to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement for interest
payable are based on the carrying amount of the liability, multiplied by the effective rate of
interest for the instrument. The effective interest rate is the rate that exactly discounts
estimated future cash payments over the life of the instrument to the amount at which it was
originally recognised. The Council has the following liabilities:

Creditors

Creditors are carried at their original invoice amount.

43
126



Huntingdonshire District Council Annual Financial Report

(including the Statement of Accounts as at 31 March 2014)
Bank overdrafts

Bank overdrafts comprise amounts owed to banks and similar institutions and are
repayable on demand.

Due to their nature and short-term maturity, the fair values for creditors and bank
overdrafts are estimated using their carrying values.

Short-term borrowing
Loans of less than 1 year and carried at amortised cost.
Long-term loan

Loans with the Public Works Loans Board are carried at their amortised cost but with
the fair value disclosed as a note.

Note 2. Accounting Standards that have been Issued but have

not yet been Adopted

The following are the accounting policies that have been issued but as yet have not been
adopted by the Council as at the Balance Sheet date:

IAS 1 — Presentation of Financial Statements

A possible regrouping of items currently disclosed within “Other Comprehensive
Income & Expenditure” to “(Surplus)/Deficit in the Provision of Services”; including
items where a profit/loss might occur at some future point. The main impact of this
change will be on the available for sale financial assets under IFRS 9.

It is expected that this will have a marginal impact on the Council.
IFRS 10 — Consolidated Financial Statements

This standard establishes principles for the presentation and preparation of
consolidated financial statements when the Council controls one or more other entities.

This standard is not applicable to the Council as it does not exert control over any other
entities but this will be kept under review as the Council undertakes a period of service
transformation that may include alternative service delivery models.

IFRS 11 - Joint Arrangements

This standard outlines the accounting by the Council in respect of jointly controlling an
arrangement. Joint control involves the contractually agreed sharing of control and
arrangements subject to joint control that are classified as either a joint venture
(representing a share of net assets and equity accounted) or a joint operation
(representing rights to assets and obligations for liabilities, accounts for accordingly).

The Council is in a joint arrangement with South Cambridgeshire District Council and
Cambridge City Council in respect of the Cambs Home Improvement Agency; whose
role is to approve Disabled Facilities Grants. The Councils interest is not material.
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° IFRS 12 — Disclosure of Interests in Other Entities

This standard is a consolidation disclosure standard that requires a wide range of
disclosure about an entity’s interests in subsidiaries, joint arrangements, associates
and unconsolidated “structure entities”.

The applicability of this standard will be in line with IFRS 11 — Joint Arrangements.
° IAS 27 — Separate Financial Statements

This standard outlines the accounting and disclosure requirements for ‘separate
financial statements”, which are financial statements prepared by a parent or an
investor in a joint venture or associate, where those investments are accounted for
either at cost of in accordance with IAS 39 Financial Instruments: Recognition and
Measurement or IFRS 9 Financial Instruments. The standard also outlines the
accounting requirements for dividends and contains numerous disclosure
requirements.

It considered that this standard will have limited applicability to the Council.
o IAS 28 Investments in Associates and Joint Ventures

This standard outlines how to apply, with certain limited exceptions, the equity method
to investments in associates and joint ventures. The standard also defines an associate
by reference to the concept of "significant influence", which requires power to
participate in financial and operating policy decisions of an investee (but not joint
control or control of those polices).

The applicability of this standard will be in line with IFRS 11 — Joint Arrangements.
o IAS 32 Financial Instruments: Presentation

This standard outlines the accounting requirements for the presentation of financial
instruments, particularly as to the classification of such instruments into financial
assets, financial liabilities and equity instruments. The standard also provides guidance
on the classification of related interest, dividends and gains/losses, and when financial
assets and financial liabilities can be offset.

As a presentational change this will be applicable to the Council.

Balance Sheet Restatement

The CIPFA Code of Practice on Local Authority Accounting in the United Kingdom
2014/15, page 289/290 has stated that the changes in respect of IFRS 10, 11 and 12
and IAS 27 and 28 may require the publication of a restated Balance Sheet as at the
beginning of the preceding period (i.e. a third Balance Sheet).

Note 3. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, the Council has had to make certain
judgements about complex transactions or those involving uncertainty about future events.
The critical judgements made in the Statement of Accounts are:

o The government has announced a significant reduction in funding for local government
over the term of this parliament which has introduced a high degree of uncertainty
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about future levels of service provision. This will be through a process of service
rationalisation which will be finalised through the annual budget decisions process. It is
probable that there will be an impact on how the Council utilises its asset portfolio;
however, the Council has determined that this uncertainty is not yet sufficient to provide
an indication of which assets might become impaired as a result of a need to close
facilities due to a reduction in service provision.

o In line with the Code of Practice on local authority accounting in the United Kingdom
2013/14, based on International Financial Reporting Standards, the Council has not
charged depreciation on land, investment properties, community assets, assets held for
sale and assets under construction. For all these assets, the total value for 2013/14 for
land is £13.067m and Buildings (NBV) is £14.466m (2012/13; land is £11.046m and
Buildings (NBV) is £18.020m).

o The Council has taken professional advice from the Pension Fund’s actuary, Hymans
Robertson LLP, to determine the overall net liability of the fund which is £61.464m for
2013/14; this has increased by £3.030m since 2012/13. However:

o This does not adversely affect the financial position of the Council as the actuarial
valuation is based on a number of assumptions about the future, as shown in Note
39.

o The revenue impact of the deficit is formally reviewed by the actuary on a triennial
basis who determines revised employer contributions for the forthcoming 3-year
period. Further, fluctuations in pension assets and liabilities occur due to
movements in market investments.

e Under the previous national Non Domestic Rates scheme (prior to April 2013) the cost of
any successful appeals to reduce the rateable value of a property were met from a
national pool. Under the new scheme, introduced on 1 April 2013, these costs are
shared between the participants of the Councils Collection Fund. This includes the cost
of any outstanding appeals which may be backdated prior to 1 April 2013. These
backdated costs could not be provided for until 1 April 2013 as the new scheme had not
come into force.

To estimate the provision for outstanding appeals, the Council has sought and reviewed
expert opinion from “inform CPI Limited”. An estimated provision of £5.135m has been
included in the Collection Fund in respect of successful appeals costs. Of the total
estimated provision, £3.552m is for backdated costs prior 1 April 2013 and £1.583m for
costs attributable to 2013/14. The Council’s share of any such Collection Fund costs is
40% or £2.054m of the total provision and this is included in the General Fund balance.

Note 4. Assumptions Made About the Future and Other Major
Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions
made by the Council about the future or are otherwise uncertain. Estimates are made
taking into account historical experience, current trends and other relevant factors.
However, because balances cannot be determined with certainty, actual results could be
materially different from the assumptions and estimates.

The items in the Council’s Balance Sheet at 31 March 2014 for which there is a
significant risk of material adjustment in the forthcoming financial year are as follows:
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Item Uncertainties Effect if Actual Results Differ from

Assumptions

Property All Property is reviewed on a 3 year 74% of the Council’s assets are valued at fair
rolling basis. Where an asset has not | value, so the impact of changes in market
been specifically reviewed a “table- value is significant. If there was a 1% fall in
top” analytical review is undertaken market value, it is estimated that the value of
to determine if the principle valuation | the Council’s property assets would reduce
indexes show a material change in by £0.497m.
the current assets valuation.

If an asset is impaired then the carrying value

In addition, an annual impairment will be reduced. However, it is not possible to
review is undertaken to determine if supply an estimate of the likely impact of
any of the Council’s assets have impairment as this is determined by non-
been impaired. market valuation events.

Plant and Plant and Equipment are valued on There will not be any changes to this

Equipment an historic cost basis. valuation due to market conditions because

the valuation approach reflects costs at
acquisition or similar situations.

Investment Investment Properties are valued on It is estimated that a 1% fall in market value

Properties an annual basis and are valued at would reduce the value of the Council’s
fair value. investment properties by £0.196m.

Pensions Estimation of the net liability to pay The effects on the net pensions liability of

Liability pensions depends on a number of changes in individual assumptions, as
complex judgements relating to the provided by the actuary, can be measured.
discount rate used, the rate at which For instance:
salaries are projected to increase, | , A 0.5% decrease in the discount rate
changes in retirement ages, mortality assumption would result in an increase in
rates and expected returns on the pension liability of 10% or £15.961m.
pension fund assets. A firm of . .
actuaries is engaged to provide the e A1 year increase in |.Ife exp(_ectapcy \_Nould
Council with expert advice about the reosult in an increase in pension liability of
assumptions to be applied. 3% or £4.871m.

e A 0.5% increase in the salary increase rate
would result in an increase in pension
liability of 3% or £5.210m.

e A 0.5% increase in the pension increase
rate would result in an increase in pension
liability of 6% or £10.519m.

Sundry Debt The Bad Debt Provision (BDP), also Each debt type has an independent BDP rate

Arrears known as Debtor Impairment, determined by previous debt activity. If only
calculation is based on the current Sundry Debtor debt is considered, increasing
aged debt profile, past payment the BDP by 10% would have an additional
behaviour and past write off activity. £35,035 impact on revenue. However, to

achieve such an increase in the BDP, the
At 31% March 2014 the Council has a | actual debt would have to increase by
net debtors balance of £9.670m £78,357.

Sundry During the year the Council pays The amount of Housing Benefit in payment at

Creditors Housing Benefits to local residents any given time is dependent on the number

(Housing who are entitled to receive it; these of claims made at that time, w_hich is itself _

Benefits) payments are reimbursed by Central | affected by both local and national economic

conditions. Consequently it is difficult to
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Government subsidy. The Subsidy
reimbursement relates to amounts
paid on or before 28" March,
however, accruals have been made
to reflect the period that the
payments actually cover.

The Housing Benefit payments made
by the Council are on one of the two
following bases:
i 4-week in arrears, or
ii. 2-weeks in arrears/2-weeks
in advance.

provide a meaningful sensitivity analysis.

Provision —
Rateable Value
Appeals

Appeals by non-domestic ratepayers
for a reduction in the rateable value
of their premises are outstanding.
Appeals are determined by The
Valuation Office and are not within
the Council’s control. However,
expert independent advice has been
sought in arriving at an estimated
provision.

The provision is based upon the latest list of
outstanding rating list proposals provided by
the Valuation Office Agency. It is an estimate
based on changes in comparable
hereditaments, market trends and other
valuation issues, including the potential for
certain proposals to be withdrawn. The
estimate includes appeals and proposals in
respect of live and historic Rating List entries.
It does not include any allowance or
adjustment for the effects of transition or for
changes in liability. The estimated provision
is made up of individual estimates for the
outcome of each outstanding appeal rather
than a mean estimate for all appeals. The
appeals provision was based on a review by
expert opinion from “inform CPI Limited”. It
should be noted that the impact on the
Council of appeals, as well as other NDR, is
limited by the Safety Net calculation (the
calculation of which is limited by regulation).

A 10% variation in the estimated provision
would be £0.513m for the Collection Fund of
which £0.205m would be the share of the
attributable to the General Fund.

It should be noted that no adjustment, or
other disclosure, has been made in respect
of NDR Appeals that have yet to be lodged
by local businesses.

Note 5.

Material Items of Income and Expenditure

The primary purpose of this note is to disclose those material items of income and expenditure
that are not part of the ordinary course of business or events of the Council (i.e. extraordinary).
During 2013/14 no such items of income or expenditure were incurred (2012/13; nil.)
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Note 6. Events after the Balance Sheet Date

The Annual Financial Report, incorporating the Statement of Accounts, was authorised for issue
by the Head of Resources on 27" June 2014.

With regard to 2013/14:

o Adjusting Events
The financial statements and notes have not been adjusted for any such material events
which took place after the 31 March 2014.

o Non-Adjusting Events

Grant for Capital Investment

In June 2014 the Council received approval from DCLG to receive a grant totalling £5.0m to
support capital investment within the Alconbury Enterprise Zone. The Council will be the
Accountable body, a first payment of £1.0m was directly passported to the developers in
August 2014, with a further £3.5m being paid over between October and January 2015.
The balance of £0.5m will be distributed at a later date following discussion with the Local
Enterprise Partnership.

Partnership Working

In April 2014 the Council made a public announcement that is was entering into a ‘strategic
partnership’ with South Cambridgeshire District Council. The aim of the partnership is to
improve council services and the resilience of those services, as well as protecting
residents from the national cuts to local government funding. Since April, both Councils
have also been working with Cambridge City Council and the intention is for all three
Councils to work more closely together and explore opportunities for increasing the sharing
of services. By the date of authorisation of the Annual Financial Report, no specific
commitment had been made by any Council to share specific services but the partnership
has been awarded £0.5m in grant funding from the DCLG Transformation Fund.

Note 7. Adjustments between Accounting Basis and Funding
Basis Under Regulations

This note details the adjustments that are made to the total Comprehensive Income and
Expenditure Statement recognised by the Council in the year in accordance with proper
accounting practice to the resources that are specified by statutory provisions as being available
to the Council to meet future capital and revenue expenditure.

The following sets out a description of the reserves that the adjustments are made against.
General Fund Balance

The General Fund is the statutory fund into which all the receipts of a council are required to be
paid and out of which all liabilities of the council are to be met, except to the extent that statutory
rules might provide otherwise. These rules can also specify the financial year in which liabilities
and payments should impact on the General Fund Balance, which is not necessarily in
accordance with proper accounting practice. The General Fund Balance therefore summarises
the resources that the Council is statutorily empowered to spend on its services or on capital
investment (or the deficit of resources that the Council is required to recover) at the end of the
financial year.
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Capital Receipts Reserve

The Capital Receipts Reserve holds the proceeds from the disposal of land or other assets, which
are restricted by statute from being used other than to fund new capital expenditure or to be set
aside to finance historical capital expenditure. The balance on the reserve shows the resources
that have yet to be applied for these purposes at the year-end.

Capital Grants Unapplied

The Capital Grants Unapplied Account (Reserve) holds the grants and contributions received
towards capital projects for which the Council has met the conditions that would otherwise require
repayment of the monies but which have yet to be applied to meet expenditure. The balance is
restricted by grant terms as to the capital expenditure against which it can be applied and/or the
financial year in which this can take place.
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Adjustments involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Income
and Expenditure Statement:

Charges for depreciation and impairment of non-current assets
Amortisation of intangible fixed assets

Fair value of investment properties

Net Revenue expenditure funded from capital under statute

Net carrying amount of non-current assets sold

Capital grants and contributions credited to the Comprehensive
Income and Expenditure Statement:

Insertion of items not debited or credited to the Comprehensive
Income and Expenditure Statement:

Minimum revenue provision for capital funding
Adjustments involving the Capital Receipts Reserve:
Use of Capital Receipts Reserve to fund capital expenditure

Proceeds of sale of non-current assets

Repayment of loan

Contribution from the Capital Receipts Reserve to finance the
payments to the Government capital receipts pool.

Adjustments involving the Financial Instruments Adjustment
Account:

Amount by which finance costs charged to the Comprehensive
Income and Expenditure Statement are different from finance costs
chargeable in the year in accordance with statutory requirements
Adjustments involving the Pensions Reserve:

Reversal of items relating to retirement benefits debited or credited
to the Comprehensive Income and Expenditure Statement (see
Note 39)

Employer’s pensions contributions and direct payments to
pensioners payable in the year

Adjustments involving the Collection Fund Adjustment
Account:

Amount by which council tax income credited to the Comprehensive
Income and Expenditure Statement is different from council tax
income calculated for the year in accordance with statutory
requirements

Adjustments involving the Capital Grants Unapplied Account
Capital grants and contributions unapplied credited to the
Comprehensive Income and Expenditure Account

Adjustment involving the Accumulated Compensated
Absences Adjustment Account

Adjustments in relation to short-term compensated absences
Total Adjustments

Useable Reserves

Movement
General | Capital Capital in

Fund receipts |  Grants Unusable
balance | reserve | ynapplied | Reserves

£000 £000 £000 £000
(8,003) 0 0 8,003
(296) 0 0 296
1,191 0 0 (1,191)
(1,786) 0 0 1,786
(42) 0 0 42
2,579 0 318 (2,897)
1,120 0 0 (1,120)
965 0 (965)
821 (821) 0 0
0 (145) 0 145
(1) 1 0 0
41 0 0 (41)
(6,244) 0 0 6,244
3,962 0 0 (3,962)
(2,864) 0 0 2,864
477 0 (477) 0
12 0 0 (12)
(9,033) 0 (159) 9,192
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Adjustments involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Income
and Expenditure Statement:

Charges for depreciation and impairment of non-current assets
Amortisation of intangible fixed assets

Fair value of investment properties

Net Revenue expenditure funded from capital under statute

Net carrying amount of non-current assets sold
Capital grants and contributions credited to the Comprehensive
Income and Expenditure Statement:

Insertion of items not debited or credited to the Comprehensive
Income and Expenditure Statement:

Minimum revenue provision for capital funding
Adjustments involving the Capital Receipts Reserve:
Use of Capital Receipts Reserve to fund capital expenditure

Proceeds of sale of non-current assets

Repayment of loan

Contribution from the Capital Receipts Reserve to finance the
payments to the Government capital receipts pool.

Adjustments involving the Financial Instruments Adjustment
Account:

Amount by which finance costs charged to the Comprehensive
Income and Expenditure Statement are different from finance costs
chargeable in the year in accordance with statutory requirements
Adjustments involving the Pensions Reserve:

Reversal of items relating to retirement benefits debited or credited
to the Comprehensive Income and Expenditure Statement (see
Note 39)

Employer’s pensions contributions and direct payments to
pensioners payable in the year

Adjustments involving the Collection Fund Adjustment
Account:

Amount by which council tax income credited to the Comprehensive
Income and Expenditure Statement is different from council tax
income calculated for the year in accordance with statutory
requirements

Adjustments involving the Capital Grants Unapplied Account
Capital grants and contributions unapplied credited to the
Comprehensive Income and Expenditure Account

Adjustment involving the Accumulated Compensated
Absences Adjustment Account

Adjustments in relation to short-term compensated absences
Total Adjustments

Useable Reserves

Movement
General | Capital Capital in
Fund receipts Grants Unusable
balance | reserve | ynapplied | Reserves
Restated £000 £000 Restated
£000 £000

(3,564) 0 0 3,564
(491) 0 0 491
(80) 0 0 80
(970) 0 0 970
(1,033) 0 0 1,033
97 0 0 (97)
835 0 0 (835)
0 1,114 0 (1,114)
1,107 | (1,107) 0 0
0 (16) 0 16
9) 9 0 0
(10) 0 0 10
(5,457) 0 0 5,457
3,700 0 0 (3,700)
35 0 0 (35)
270 0 (270) 0
(4) 0 0 4
(5,574) 0 (270) 5,844
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Note 8. Transfers to/from Earmarked Reserves

This note sets out the amounts set aside from the General Fund balance in earmarked
reserves to provide financing for future expenditure plans and the amounts transferred back
from earmarked reserves to meet General Fund expenditure (either revenue expenditure or
direct revenue financing of capital).

Balance Transfers Transfers Balance Transfers Transfers Balance Purpose

31.3.12 in out 31.3.13 in out 31.3.14 of
£000 £000 £000 £000 £000 £000 £000 Reserve

S106 agreements (1,297) (409) 178 (1,528) (253) 74 (1,707) A
Commuted S106 (1,442) (7) 114 (1,335) (4) 161 (1,178) B
payments
Repairs and renewals (984) (348) 242 (1,090) (292) 180 (1,202) C
funds
Delayed projects (749) (237) 0 (986) 0 741 (245) D
Collection Fund 0 0 0 0 (2,768) 0 (2,768) E
Capital Investment 0 0 0 0 (2,009) 0 (2,009) F
Special reserve (260) (1,000) 0 (1,260) (1,241) 1 (2,500) G
Government grants (166) 0 166 0 0 0 0 H
with no conditions
Other reserves (335) (295) 25 (605) (99) 95 (609) |
Total (5,233) (2,296) 725 (6,804) (6,666) 1,252 (12,218)
Net movement in (1,571) (5,414)
Earmarked
Reserves
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Purpose of Reserve

A

S106
agreements

Commuted
S106
payments

Repairs and
renewals
funds
Delayed
projects

Collection
Fund

Capital
Investment

Special
reserve
Government
grants with no
conditions
Other reserves

Contains payments made by developers to meet their planning approval obligation to
contribute to the funding of infrastructure and community requirements. As a relevant
project is completed it is funded in all or part from this reserve.

Represents payments made by developers to meet their planning approval obligation to
contribute to the funding of the maintenance of specified assets for a set period of years. As
relevant maintenance costs are incurred funding is transferred from the reserve.

The services contribute an annual sum and the funds are used to pay for one-off repair or
renewal items; thereby evening out the spending on large maintenance items.

To fund items that were included in the budget for one year but will not be spent until the
following year.

Excess NDR received from the Collection Fund due to be repaid in future years.

Revenue allocation to meet future spend-to-save capital investment projects.

To support business activity that will achieve future savings.

The government grants reserve is for grants paid in the year of account but relate to the
following year.

This is a summary of other less significant reserves that support ongoing service activity,
including the:

o Building Control reserve,
° Home Improvement Agency reserve, and
° Housing Association footpaths reserve.
Note 9. Other Operating Expenditure
2012/13 2013/14
£000 £000
4,708 Parish Council precepts 5,006
375 Drainage Board Levies 382
9 Payments to the Government housing capital 1
receipts pool
18 (Gains)/losses on the disposal of non-current (745)
assets
5,110 Total 4,644
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Note 10. Financing and Investment Income and Expenditure
(Restated)
2012/13

Restated 201314

£000 £000

416 Interest payable and similar charges 440

2,447 Pensions interest cost and expected return on 2,621

pensions assets
(445) Interest receivable (242)
(1,335) Income and expenditure in relation to investment (2,738)
properties and changes in their fair value
26 Trading operations (2)
1,109 Total 79
Note 11. Taxation and Non Specific Grant Income
2012/13 2013/14
£000 £000
(12,533) Council tax income (12,240)
(9,293) Non domestic rates (3,442)
(2,093) Non-ringfenced government grants (9,662)
(97) Capital grants (1,419)
0 Donated Assets (1,160)
(24,016) Total (27,923)
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Movements in 2013/14 o > (7] [
£000 £000 £000 £000 £000 £000
Cost or Valuation
At 1 April 2013 37,484 16,095 10,617 1,406 0 4211 69,813
Additions in year 7,137 1,551 0 0 0 9 8,697
Revaluation increases and decreases 6,296 0 0 0 85 0 6,381
recognised in the Revaluation Reserve
Revaluation increases and decreases (1,171) 0 0 0 0 0 (1,171)
recognised in Comprehensive Income and
Expenditure Statement
Non-enhancing capital expenditure (3,892) 0 0 0 0 0 (3,892)
Transfer within Property, Plant and Equipment 4,211 0 0 0 0 (4,211) 0
Transfer to other types of assets (144) 0 0 0 300 0 156
Adjustment for disposal (90) (338) (10) 0 0 0 (438)
At 31 March 2014 49,831 17,308 10,607 1,406 385 9 79,546
Accumulated Depreciation (2,627) (7,770) (2,683) 0 0 0 (13,080)
At 1 April 2013
Depreciation charged in year (1,236) (1,585) (492) 0 0 0 (3,313)
Depreciation written out to revaluation reserve 2,926 0 0 0 0 0 2,926
Depreciation written out to Comprehensive
Income and Expenditure Statement 373 0 0 0 0 0 373
Adjustment for disposal 11 338 10 0 0 0 359
At 31 March 2014 (553) (9,017) (3,165) 0 0 0 (12,735)
Net Book Value
At 31 March 2014 49,278 8,291 7,442 1,406 385 9 66,811
At 31 March 2013 34,857 8,325 7,934 1,406 0 4,211 56,733
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Movements in 2012/13 o > = (7] [
£000 £000 £000 £000 £000 £000 £000
Cost or Valuation
At 1 April 2012 37,926 14,677 10,573 1,406 0 58 65,168
Additions in year 118 1,810 68 0 0 3,654 5,650
Revaluation increases and decreases 37 0 0 0 0 0 37
recognised in the Revaluation Reserve
Revaluation increases and decreases (125) 0 0 0 0 0 (125)
recognised in Comprehensive Income and
Expenditure Statement
Transfer to other types of assets (320) 0 0 0 0 (29) (349)
Adjustment for disposal (152) (392) (24) 0 0 0 (568)
At 31 March 2013 37,484 16,095 10,617 1,406 0 4,211 69,813
Accumulated Depreciation (1,320) (6,476) (2,207) 0 0 0 (10,003)
At 1 April 2012 0
Depreciation charged in year (1,338) (1,651) (490) 0 0 0 (3,479)
Depreciation written out to revaluation reserve 3 0 0 0 0 0 3
Adjustment for disposal 28 357 14 0 0 0 399
0 0
At 31 March 2013 (2,627) (7,770) (2,683) 0 0 0 (13,080)
Net Book Value
At 31 March 2013 34,857 8,325 7,934 1,406 0 4,211 56,733
At 31 March 2012 36,606 8,201 8,366 1,406 0 586 55,165
Capital Commitments
As at 31 March 2014 the Council was contractually committed to capital works valued at
approximately £1.671m (31 March 2013; £1.595m).
The main schemes are:
£m
Environmental & Community Health: Loves Farm Community Centre 0.477
Transportation: St Neots Railway Station 0.116
Environmental Management: Huntingdon Multi-Storey Car Park 0.400
Environmental Management: Huntingdon West of Town Centre 0.200
Environmental Management: Replacement Central Heating One 0.020
Leisure
Housing Services: Housing Grants 0.458
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Revaluations

Land and buildings

These assets are held at current value (fair value) and are revalued as at 1 April 2013 onwards.
The Council currently operates a three year rolling valuation program. Where there has been
significant capital expenditure on properties a revaluation will take place.

The valuations were carried out externally and independently by Mr MJ Beardall BLE (Hons)
MRICS (Member, Royal Institution of Chartered Surveyors) of Barker Storey Matthews. Mr
Beardall has relevant experience in valuing these types of property and is a member of the
Valuer Registration Scheme, and meets the requirements of the Red Book with regard to
qualifications of the valuer, knowledge and skills, and independence and objectivity.

The specific assumptions applied in estimating fair values in respect of Land and Buildings
by the Council’s valuer were as follows:

o The updated valuations have been prepared in accordance with the publication Royal
Institution of Chartered Surveyors (RICS) Valuation — Professional Standards Global & UK
Edition (January 2014) incorporating the international Valuation Standards.

o The assets have been valued in accordance with the International Financial Reporting
Standards (IFRS) based Code of Practice on Local Authority Accounting (the code),
published by CIPFA.

o The fair value has been calculated by reference to comparable market evidence, including
market evidence from the local geographical area. Adjustments have been made to factor in
any unusual or onerous obligations, such as repairing obligations.

o Where market evidence is unavailable due to the nature of the property; a depreciated
replacement cost (DRC) method has been used. The DRC approach requires an estimate of
the value of the land in its existing use together with the current gross replacement costs of
the building and its external works. Adjustments have been made to reflect the age,
condition, economic, functional and environmental obsolescence and other locational factors.
The build cost for DRC purposes has been calculated using the Building Cost Information
Service quarterly review of building prices and is representative for an instant build approach.

o No adjustments have taken place for changes in value which may have taken place since the
valuation date or for prospects of future growth.

o Useful economic life is based on how long the asset will deliver economic benefits for any
purpose. This is based on the type of construction, the current age, and the condition of the
asset.

o It has been assumed that there are no unusual or especially onerous restrictions,
encumbrances or outgoings and that a good title can be shown. Also that the valuation would
not be affected, by any matter that would be revealed by a local search.

o Assets falling outside of specific revaluation in the current financial year have been
considered, and it is the valuer’s belief that no other assets require an impairment review.

o Components have been considered in relation to LAAP 86 Componentisation of Property,
Plant and Equipment, and the Council’s componentisation policy.

o The properties have been assumed to be in reasonable tenantable condition, with no
particular works being required that would prejudice a sale or the fair value of the property,
the properties have been assumed to be in a good state of repair.
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o Building surveys have not been carried out, nor have inaccessible parts of buildings been
inspected.

o No investigation has been made to determine whether or not any deleterious or hazardous
material has been used in the construction of the properties or has since been incorporated. It
has therefore been assumed in valuing the properties that such investigations would not
disclose the presence of any such materials.

o We have assumed no contamination to be affecting the properties or neighbouring properties,
which would affect our opinion on value.

o The properties are assumed to be in areas not prone to flooding.

Vehicles, Plant, Equipment, Infrastructure, and Intangible Assets are valued at historic cost, as at
the date of acquisition and subsequent capital enhancement expenditure less depreciation.
Community Assets, Assets Under Construction and Assets Held For Sale, are valued at historic
cost at the date of acquisition and subsequent capital enhancement. Consequently there is no
ongoing revaluation review for these assets.

Revaluation Profile Other Land Surplus Total
and Assets
Buildings
£000 £000 £000

Valued at Fair Value as at:

31 March 2014 40,468 385 40,853
31 March 2013 8,810 0 8,810
Total Cost of Valuation 49,278 385 49,663

Note 13. Heritage Assets

Cultural Heritage Assets

The Council has identified the Norman Cross Eagle as a Heritage Asset and this is disclosed
in the Balance Sheet, based on insurance valuation, at £0.065m. It should be noted that
there is no phased basis of valuation. This asset is:

o deemed to have an indeterminate life and consequently the Council does not consider
it appropriate to charge depreciation.

° static and located at Norman Cross, Cambridgeshire, near to the intersection with the
Al.

Changes to the Heritage Asset Portfolio and Valuations

There have not been any additions, disposals, revaluations or reclassifications to the
Heritage Assets portfolio during 2013/14.
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Reconciliation of the Carrying Value of Heritage Assets held by the Council:

Cultural Total
Heritage
Assets
£000 £000
Cost or Valuation
At 1 April 2013 65 65
At 31 March 2014 65 65
Cost or Valuation
At 1 April 2012 65 65
At 31 March 2013 65 65
Net Book Value
At 31 March 2014 65 65
At 31 March 2013 65 65

Note 14. Investment Property

The following items of income and expense have been accounted for in the Comprehensive
Income and Expenditure Statement as financing and investment income and expenditure.

2012/13 2013/14
£000 £000
(1,791) Rental income from investment property (1,871)

Direct operating expenses arising from investment
376 property 324
(1,415) (1,547)
80 Revaluation Adjustment (1,191)
(1,335) Net (gain)/loss (2,738)

The movement in investment properties balances during the year are shown below.

2012/13 2013/14
£000 £000
18,504 Balance at start of the year 18,424

(80) Net gain/(loss) for fair value 1,191
18,424 Balance at end of the year 19,615

There are no restrictions on the Council’s ability to realise the value inherent in the
investment properties or the Council’s right to receive the income and proceeds of disposal.
There are no contractual obligations to purchase, construct or develop investment property
or repair, maintenance or enhancement.
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Note 15. Intangible Assets

The Council accounts for its software as intangible assets, where the software is not an
integral part of a particular IT system and accounted for as part of the hardware item of
Property, Plant and Equipment. The intangible assets include both purchased licenses and
internally generated software.

All software is given a finite useful life, based on assessments of the period that the software
is expected to be of use to the Council. The useful lives assigned to software is generally 5
years.

The carrying amount of intangible assets is amortised on a straight-line basis. The
amortisation of £0.296m charged to revenue in 2013/14. This was either charged to the
Information Management Division, and then absorbed as an overhead across all the service
headings in the Net Expenditure of Services, or directly to services.

Capital Commitments
As at 31 March 2014 the Council was not committed contractually to any capital works (31
March 2014; Nil).

The movement on intangible asset balances during the year is as follows:

2012/13 2013/14
£000 £000
Balance at start of year:
5,093 Gross carrying amounts 3,306
(3,477) Accumulated amortisation (1,752)
1,616 Net carrying amount at start of year 1,554
582 Additions 524
(491) Amortisation for the period (296)
(2,369) Disposals or retirements (175)
2,216 Amortisation on Disposal 175
1,554 Net carrying amount at end of year 1,782
3,306 Gross carrying amounts 3,655
(1,752) Accumulated amortisation (1,873)
1,554 Net carrying amount at end of year 1,782
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The financial assets and liabilities included on the Balance Sheet comprise the following
categories of financial instruments.

Long-term Current
2012/13 2013/14 2012/13 2013/14
£000 £000 £000 £000

Investments and Cash &
Cash Equivalents
0 0 Loans and receivables 7,046 1.909
Total investments and Cash
0 0 & Cash Equivalents 7,046 1.909
Debtors
962 2.406 Loans and receivables 5,057 9,245
962 2.406 Total Debtors 5,057 9,245
Borrowings
Financial liabilities at
(10,000) (11,368) amortised cost (6,111) (6,282)
(10,000) (11,368) Total borrowings (6,111) (6,282)
Other Long-Term Liabilities
(795) (783) Loans and Leasing 0 0
Total Other Long-Term
(795) (783) Liabilities 0 0
Creditors
0 0 Financial liabilities at
amortised cost (4,453) (8,495)
0 0 Total creditors (4,453) (8,495)

Gains and losses on income and expense

Financial Liabilities

(Liabilities measured at
amortised cost)

Financial Assets

(Loans and Receivables)

2012/13 2013/14 2012/13 2013/14
£000 £000 £000 £000

416 440 Interest expenses 0 0

0 0 Interest income (445) (242)

416 440 Net gain/(loss) for the year (445) (242)
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Fair value of assets and liabilities carried at amortised cost

Financial liabilities and financial assets are recorded on the Balance Sheet at their amortised
cost. Their fair value has been assessed by calculating the present value of the cash flows
that will take place over the remaining term of the instruments, using spreadsheets provided
by our advisors, or by using the following assumptions:

o An estimated interest rate based on 10 year PWLB rates with a range of 2.91% to
5.15%, depending on the relevant year, has been used to calculate the fair value of
private sector housing improvements loans.

o No early repayment or impairment is recognised.

o Where an instrument will mature in the next 12 months the carrying amount is assumed
to approximate to fair value.

o The fair value of debtors is taken to be the invoiced or billed amount.

2012/13 2013/14
Carrying Fair value Carrying Fair value
amount amount
£000 £000 £000 £000
Liabilities
(20,564) (22,569) Financial liabilities (26,368) (27,725)
Assets
13,073 13,203 Loans and 13,560 13,556
receivables

The Financial Liabilities are shown below:

Financial Instrument 2012/13 2013/14
Carrying Carrying Details
amount amount
£000 £000
Long Term
PWLB (3.91%) (5,000) (5,000) 3.91%; 19 December 2008 to 19 December 2057
PWLB (3.90%) (5,000) (5,000) 3.90%; 19 December 2008 to 19 December 2058
PWLB (2.24%) 0 (1,296) 2.24% 7 August 2013 to 7 August 2023
Salix Loan 0 (72)
Accrued Interest (110) (115)
(10,110) (11,483)
Short Term
PWLB (2.24%) 0 (137)
Portsmouth City 0 (4,000) 0.40%; 14 March 2014 to 14 April 2014
Council
South Lanarkshire 0 (2,000) 0.32%; 18 March 2014 to 22 April 2014
Worcestershire CC (5,000) 0 0.31%; 13 March 2014 to 29 April 2014
London Borough of (1,000) 0 0.40%; 25 March 2014 to 30 April 2014
Merton
Salix Loan 0 (29)
Accrued Interest (1) (1)
(6,001) (6,167)
Creditors (4,453) (8,495)
Bank Balance 0 (223)
(20,564) (26,368)
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The fair value of the liabilities is higher than the carrying amount because the portfolio of

loans includes fixed rate loans where the interest rate payable is lower than the prevailing

rates at the Balance Sheet date. This shows a notional future gain arising from a
commitment to pay interest to lenders below current market rates.

The net fair value of the assets is lower than the carrying amount because the portfolio

includes investments where the interest rate receivable is lower than the rates available for
similar investments at the Balance Sheet date. This shows a notional future loss arising from

a commitment to receive interest above current market rates.

The fair value of long-term debtors is less than the carrying value which reflects that the
assets are interest-free and their future value is less than the current value.

The fair value of investments is determined by discounting the future cash flows using a

relevant market rate of interest comparable to the rate for the same investment from a
comparable institution, available at the Balance Sheet date.

Short term debtors and creditors are carried at cost as this is a fair approximation of their

value.

Note 17.

Inventories

The main items in ‘other inventories’ are refuse sacks £9,000, printing stock £4,000 and
uniforms £8,000 (2012/13; £23,000, £6,000, £7,000 respectively)

201213 2013/14 | 2012/13 2013/14 | 2012/13 2013/14 | 2012/13 2013/14
£000 £000 £000 £000 £000 £000 £000 £000
Balance
outstanding at 89 81 33 25 63 41 185 147
start of year
Purchases 0 0 651 598 39 49 690 647
Recognised as
an expense in 0 0 (655) (642) (35) 0 (690) (642)
the year
Stock (8) (15) (4) (9) (26) (66) (38) (90)
adjustment
Balance
outstanding at 81 66 25 (28) 41 24 147 62
year-end
64

147




Huntingdonshire District Council Annual Financial Report

(including the Statement of Accounts as at 31 March 2014)

Note 18. Debtors
2012/13 2013/14
£000 £000
2,678 Central Government bodies - Her Majesty’s 4,635
Revenue and Customs, and Community and Local
Government
161 Other Local Authorities 580
4,562 Other entities and individuals 6,014
(1,461) Bad debt provision (1,559)
(Impairment of loans and receivables)
5,940 9,670
Note 19. Cash and Cash Equivalents
2012/13 2013/14
£000 £000
6 Cash held by the Council 10
2,617 Bank balances 1,432
(1,721) Bank current accounts (overdraft) (1,665)
902 Net Total Cash and Cash Equivalents (223)
(overdrawn)
Note 20. Assets Held for Sale

Assets held for sale are expected to be sold within twelve months, (at the Balance Sheet date).
The asset is carried at book value or expected sale proceeds, whichever is lower.

2012/13 2013/14
£000 £000
805 Balance at Start of Year 300
Assets Transferred to Property, Plant and
Equipment
0 Land at St Mary’s Street Huntingdon (300)
0 Net Assets Held for Sale (300)
Assets Sold
(250) Site Former Fire Station and Depot 0
(555) Castle Hill House 0
(805) 0
Transfers from Non-Current Assets
300 Land at St Marys Street Huntingdon 0
0 Land at Hermitage Earith 144
300 144
300 Balance at End of Year 144
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Note 21. Creditors

2012/13 2013/14
£000 £000
912 Central Government bodies - Her Majesty’s 967

Revenue and Customs, and Department of
Communities and Local Government

3,226 Other Local Authorities 3,827
299 National Health Service 336
0 Public Corporations’ 1,901
1,506 Other entities and individuals 430
5,943 7,461
Note 22. Useable Reserves

Movements in the Council’'s useable reserves are detailed in the Movement in
Reserves Statement.

Note 23. Unusable Reserves

2012/13 2013/14
£000 £000
(44,361) Capital Adjustment Account (40,462)

(6,092) Revaluation Reserve (15,161)

231 Financial Instruments Adjustment Account 190

58434 Pensions Reserve 61,464

(97) Collection Fund Adjustment Account 2767

323 Accumulating Compensated Absences Adjustment 311
Account

8,438 Total Unusable Reserves 9,109

Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different
arrangements for accounting for the consumption of non-current assets and for financing the
acquisition, construction or enhancement of those assets under statutory provisions. The
Account is debited with the cost of acquisition, construction or enhancement as depreciation,
impairment losses and amortisations are charged to the Comprehensive Income and
Expenditure Statement (with reconciling postings from the Revaluation Reserve to convert
fair value figures to a historical cost basis). The Account is credited with the amounts set
aside by the Council as finance for the costs of acquisition, construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties and gains
recognised on donated assets that have yet to be consumed by the Council. The Account
also contains revaluation gains accumulated on Property, Plant and Equipment and
Investment Properties before 1 April 2007, the date that the Revaluation Reserve was
created to hold such gains and losses. Note 7 provides details of the source of all the
transactions posted to the Account, apart from those involving the Revaluation Reserve.
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2012/13
£000 £000

Capital Adjustment Account

201314
£000 £000

(48,191)

3,564

491

970

1,033

(231)

(1,114)

(47)

(97)

(835)

16

80

(44,361)

3,830

Balance at 1 April

Reversal of items relating to capital
expenditure debited or credited to the
Comprehensive Income and Expenditure
Statement:

Charges for depreciation and impairment of
non-current assets

Amortisation of intangible assets

Revenue expenditure funded from capital
under statute

Amounts of non-current assets written off on
disposal or sale as part of the gain/loss on
disposal to the Comprehensive Income and
Expenditure Statement

Adjusting amounts written out of the
Revaluation Reserve

Capital financing applied in the year:
Use of the Capital Receipts Reserve to
finance new capital expenditure

Use of the earmarked S106 reserve

Application of grants to finance capital
expenditure

Application of grants to capital financing from
the Capital Grants Unapplied Account
Statutory provision for the financing of
capital investment charged against the
General Fund

Repayment of long term debtors

Movement in the market value of investment
properties debited or credited to the
Comprehensive Income and Expenditure
Statement

Total movements

Balance at 31 March

(44,361)

8,003
296
1,786

42

(200)

(965)

(2,579)

(318)

(1,120)

145

(1,191)

3,899
(40,462)
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Revaluation Reserve

The Revaluation Reserve contains the gains made by the Council arising from increases in
the value of its Property, Plant and Equipment. It is identified at individual asset level. The
balance is reduced when assets with accumulated gains are:

o revalued downwards or impaired and the gains are lost. If no surplus remains on a
particular asset’s account any further impairment must be charged to the surplus/deficit
on the provision of services within the Comprehensive Income and Expenditure
Statement;

o used in the provision of services and the gains are consumed through depreciation; or

o disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April 2007, the date that
the Reserve was created. Accumulated gains arising before that date are consolidated into
the balance on the Capital Adjustment Account.

2012/13 Revaluation Reserve 201314
£000 £000
(6,436) Balance at 1 April (6,092)

(42) Upward revaluation of assets (9,655)
95 Other adjustments for assets removed or 38
transferred - written off to Capital Adjustments
Account
53 (Surplus) or deficit in the revaluation of non- (9,617)
current assets
60 Downward revaluation of assets not charged to the 348
surplus/deficit on the provision of services
231 Difference between fair value depreciation and 200
historical cost depreciation - written off to Capital
Adjustment Account
(6,092) Balance at 31 March (15,161)

Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the differences between accounting
for the fair value of loans given to individuals for housing, and the actual income credited to
the General Fund.

2012/13 2013/14
Financial Instruments Adjustment Account
£000 £000
221 Balance at 1 April 231
10 Amount by which finance costs charged to the (41)

Comprehensive Income and Expenditure Statement
are different from finance costs chargeable in the
year in accordance with statutory requirements

231 Balance at 31 March 190
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Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different
arrangements for accounting for post-employment benefits and for funding benefits in
accordance with statutory provisions. The Council accounts for post-employment benefits in
the Comprehensive Income and Expenditure Statement as the benefits are earned by
employees accruing years of service, updating the liabilities recognised to reflect inflation,
changing assumptions and investment returns on any resources set aside to meet the costs.

However, statutory arrangements require benefits earned to be financed as the Council
makes employer’s contributions to pension funds or eventually pay any pensions for which it
is directly responsible. The debit balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and current employees and the resources
the Council has set aside to meet them. The statutory arrangements will ensure that funding
will have been set aside by the time the benefits come to be paid.

Further information is found in Note 39 in respect of Defined Benefit Pension Scheme.

2012/13 Pensions Reserve
Restated 2013/14
£000 £000
51,341 Balance at 1 April 58,434
5,336 Actuarial (gains) or losses on pensions assets and 748
liabilities
5457 Reversal of items relating to retirement benefits 6,244
debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income
and Expenditure Statement
(3,700) Employer’s pensions contributions and direct (3,962)
payments to pensioners payable in the year
58,434 Balance at 31 March 61,464

Collection Fund Adjustment Account

The Collection Fund Adjustment Account identifies the element of the Collection Fund
balance that is due to this Council. It is included in the Comprehensive Income and
Expenditure Statement as it relates to 2013/14 and previous years although it is only actually
transferred from the Collection Fund in line with regulations.

2012/13 Collection Fund Adjustment Account 201314
£000 £000

(62) Balance at 1 April (97)

(35) Amount by which council tax income credited to the 2,864

Comprehensive Income and Expenditure Statement
is different from council tax income calculated for
the year in accordance with statutory requirements

(97) Balance at 31 March 2,767
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would otherwise arise on the General Fund Balance from accruing for compensated

absences earned but not taken in the year i.e. annual leave entitlement and accrued flexitime
carried forward at 31 March. Statutory arrangements require that the impact on the General

Fund Balance is neutralised by transfers to or from the Accumulating Compensated
Absences Adjustment Account.

2012/13 Accumulating Compensated Absences 201314
£000 Adjustment Account £000
319 Balance at 1 April 323
(319) Settlement or cancellation of accrual made at the (323)
end of the preceding year
323 Amounts accrued at the end of the current year 311
323 Balance at 31 March 311
Note 24. Operating Activities
The interest items of the cash flows for operating activities are as follows:
2012/13 2013/14
£000 £000
(445) Interest Received (242)
416 Interest Paid 440
Note 25. Investing Activities
2012/13 2013/14
£000 £000
(7,500) Purchase of property, plant and equipment, (12,660)
investment property and intangible assets
(29) Other payments for investing activities (1,689)
1114 Proceeds from the sale of property, plant and 965
equipment, investment property and intangible
assets
5.413 Proceeds from short-term and long-term 4276
investments
2,275 Other receipts from investing activities 6,897
1,273 Net cash flows from investing activities (2,211)

70
153




Huntingdonshire District Council Annual Financial Report
(including the Statement of Accounts as at 31 March 2014)

Note 26. Financing Activities

2012/13 2013/14
£000 £000

(103) Other receipts from financing activities (1,544)

0 Movement on long-term borrowing 1,368

1,500 Movement on short-term borrowing 171

1,397 Net cash flows from financing activities (5)

Note 27. Amounts Reported for Resource Allocation Decisions

The analysis of income and expenditure by service on the face of the Comprehensive
Income and Expenditure Statement is that specified by the Service Reporting Code of
Practice, however, decisions about resource allocation are taken by the Council’s Cabinet on
the basis of budget reports analysed across services in a bespoke manner that best fits the
Council’s needs. These reports are prepared on a different basis from the basis used in the
financial statements. In particular:

o No charges are made in relation to capital expenditure (whereas depreciation,
revaluation and impairment losses in excess of the balance on the Revaluation
Reserve and amortisations are charged to the services in the Comprehensive Income
and Expenditure Statement);

o The cost of retirement benefits is based on cash flows (payment of employer’s
pension’s contributions) rather than current service cost of benefits accrued in the year.

The following statements reconcile the revenue expenditure by service as reported to
Members and Chief Officers, with that in the comprehensive income and expenditure
account. The analysis by service is reported to Members three times a year — budget
(February), forecast outturn (the following February) and actual net expenditure (July).

In 2012/13 the Local Taxation Service figures were reported here because Council Tax
Benefit Scheme income of £8.7m and expenditure of £9.1m was included in the cost of
services. Council Tax Benefit has now been replaced by the local Council Tax Support
scheme which is accounted for within the collection fund and not as service expenditure. As
a result of this the 2013/14 table below does not report figures for Local Taxation.

The income and expenditure of the main services is as follows:
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Housing
Services
Environ- (Includes Direct costs
mental Housing Community recharged Other
2013/14 Services Benefits) Services to services expenditure TOTAL
£000 £000 £000 £000 £000 £000
Fees, charges and other
income (1,667) (1,795) (7,137) (308) (5,007) (15,914)
Government grants (2) (38,364) (212) (0) (3,965) (42,543)
Total income (1,669) (40,159) (7,349) (308) (8,972) (58,457)
Employee expenses 3,010 41 4,986 14,291 2,611 24,939
Other service expenses 1,561 38,898 3,180 3,755 2,700 50,094
Support service
recharges 3,578 3,423 2,546 7,536 8,285 25,368
Total operating
expenses 8,149 42,362 10,712 25,582 13,596 100,401
Recharges to other
accounts (460) (91) (19) (26,320) (212) (27,102)
Net expenditure 6,020 2,112 3,344 (1046) 4,412 14,842
Local
Housing Taxation
Services (Includes
Environ- (Includes Council Direct costs
mental Housing Tax Community recharged Other
2012/13 Services Benefits) Benefits) Services to services expenditure TOTAL
£000 £000 £000 £000 £000 £000 £000
Fees, charges and other
income (1,582) (1,291) (387) (6,546) 10 (4,120) (13,916)
Government grants (33) (37,837) (8,971) (213) (25) (740) (47,819)
Total income (1,615) (39,128) (9,358) (6,759) (15) (4,860) (61,735)
Employee expenses 3,003 32 21 4,856 15,118 1,608 24,638
Other service expenses 1,829 37,525 8,315 2,938 4,001 2,690 57,298
Support service
recharges 3,425 3,546 2,056 2,468 7,971 7,309 26,775
Total operating
expenses 8,257 41,103 10,392 10,262 27,090 11,607 108,711
Recharges to other
accounts (280) 48 0 (2) (28,334) 62 (28,506)
Net expenditure 6,362 2,023 1,034 3,501 (1,259) 6,809 18,470

Reconciliation of service income and expenditure to cost of services in the Comprehensive

Income and Expenditure Statement

This reconciliation shows how the figures in the analysis of service income and expenditure
relate to the amounts included in the Comprehensive Income and Expenditure Statement.
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2012/13 2013/14
£000 £000
18,470 Net expenditure in service analysis 14,842
Amounts in the Comprehensive Income and Expenditure Statement not included in
6,103 the service analysis of revenue expenditure for budget monitoring 13,950

Amounts included in the service analysis of revenue expenditure and reported to
management, but not included in net cost of services section of the Comprehensive

(493) Income and Expenditure Statement (70)
24,080 Net cost of services in Comprehensive Income and Expenditure Account 28,722

Reconciliation to Subjective Analysis

This reconciliation shows how the figures in the analysis of service income and expenditure
relate to a subjective analysis of the deficit on the Provision of Services included in the
Comprehensive Income and Expenditure Statement.

Service 3 rt:ported incltr;l:(:d in i Era Corporate
Analysis ° cost of o_f amounts e
2013/14 management services services
£000 £000 £000 £000 £000 £000

Fees, charges and other income (15,914 0 (55) (15,969) (974) (16,943)
Income from Council Tax 0 0 0 0 (12,240) (12,240)
Income from NDR 0 0 0 0 (21,566) (21,566)
Income from Investment

properties 0 0 0 0 (1,870) (1,870)
Interest and investment income 0 0 0 0 (242) (242)
Donated asset 0 0 0 0 (1,160 (1,160)
Government Grants and

contributions (42,543) 0 0 (42,543) (11,081) (53,624)
Total income (58,457) 0 (55) (58,512) (49,133) (107,645)
Employee expenses 24,939 0 24,939 (11) 24928
Other service expenses 50,094 0 (54) 50,040 124 50,164
Support service recharges 25,368 0 0 25,368 729 26,097
Recharges to other accounts (27,102) 0 39 (27,063) 6 (27,057)
Depreciation and impairment 0 13,950 0 13,950 125 14,075
Interest payments 0 0 0 0 440 440

Pensions interest cost and

expected return on pensions

assets 0 0 0 0 2,621 2,621
Expenditure in relation to

investment properties and

changes in their fair value 0 0 0 0 (869) (869)

Precepts and levies 0 0 0 0 5,388 5,388

NDR Payments to Other Local

Authorities 0 0 0 0 18,124 18,124

Payments to housing capital

receipts pool 0 0 0 0 1 1

Gain or loss on disposal of

property, plant and equipment 0 0 0 0 (745) (745)

Total operating expenses 73,299 13,950 (15) 87,234 25,933 113,167

(Surplus) or deficit on the

provision of services 14,842 13,950 (70) 28,722 (23,200) 5,522
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Not
Service ek rt:gorted included in Netoc;ost Corporate TOTAL
Analysis cost of . amounts
2012/13 management . . services
£000 £000 £000 £000 £000 £000
Fees, charges and other income (13,916) 0 186 (13,730) (948) (14,678)
Interest and investment income 0 0 0 0 (445) (445)
Income from council tax 0 0 0 0 (12,533) (12,533)
Government grants (47,819) 0 0 (47,819) (11,483) (59,302)
Income from Investment
properties 0 0 0 0 (1,785) (1,785)
Total income (61,735) 0 186 (61,549) (27,194) (88,743)
Employee expenses 24,638 0 0 24,638 1,951 26,589
Other service expenses 57,298 0 (27) 57,271 623 57,894
Support service recharges 26,775 0 0 26,775 628 27,403
Recharges to other accounts (28,506) 0 (652) (29,158) 19 (29,139)
Depreciation and impairment 0 0 6,103 6,103 1 6,104
Interest payments 0 0 0 0 416 416
Precepts and levies 0 0 0 0 5,083 5,083
Payments to housing capital
receipts pool 0 0 0 0 9 9
Gain or loss on disposal of
property, plant and equipment 0 0 0 0 18 18
Total operating expenses 80,205 0 5,424 85,629 8,748 94,377
(Surplus) or deficit on the
provision of services 18,470 0 5,610 24,080 (18,446) 5,634
Note 28. Acquired and Discontinued Operations

There are no acquired or discontinued operations during 2013/14 (2012/13; nil).
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Note 29. Trading Operations

From a local authority context, a trading operation is one where a Council is trading and taking
operational risks and could, if the economic environment so dictated, expose the Council to a
financial loss on the service provided. Considering this the following disclosure provides a more
complete list of Council operations where the service manager is required to operate in a
commercial environment and balance their budget by generating income from other parts of the
Council, from other organisations or the general public.

2012/13 2013/14
£000 £000

Trading Operations included in the Net Cost of Service

Car Parks

The Council collects car parking income from both its own off-
street car parks and from the on-street car parking operations that
it operates, as an agent, for the Highways Authority. The income
is generated from a mix of parking fees and excess parking
charges. The Council operates 22 chargeable off-street car parks
across the district and 3 on-street car parking areas in
Huntingdon, St.Ives, and St Neots.

(1,612) Gross Income (1,819)
969 Gross Expenditure 1,230
(643) (Surplus)/Deficit (589)

Leisure Services

The Council operates 5 leisure centres across the district; namely
Huntingdon, St. Ives, St Neots, Sawtry and Ramsey. The facilities
provided vary across the district but include amongst others;
Swimming Pools, Sports Halls, Astro-Turf, Athletics Track,
Gymnasium, Spar & Treatment facilities and Ten-Pin Bowling.

(6,188) Gross Income (6,738)
8,547 Gross Expenditure 8,970
2,359 (Surplus)/Deficit 2,232
1,716 Net (Surplus)/Deficit on Trading Operations included in Net 1,643

Cost of Service

Trading Operations included in the Financing and Investment
Income and Expenditure

Information Management Department: IT Software

The Councils Information Technology Service develops and sells
a number of IT software packages (e.g. SharePoint related
products, including Resource Booking and a Project Management
Toolkit) and IT support (e.g. Business Analysis Consultancy).

(49) Gross Income (61)

35 Gross Expenditure 85

(14) (Surplus)/Deficit 24
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Markets

The Council operates 3 stall markets in the towns of Huntingdon,
Ramsey and St. Ives. In addition to the general market days
Huntingdon has a separate farmers market and St Ives a bank
holiday market.

(139) Gross Income (151)
102 Gross Expenditure 256
(37) (Surplus)/Deficit 105

Building Control

The Local Authority Building Control Regulations require the
disclosure of information regarding the setting of charges for the
administration of the building control function. However, certain
activities performed by the Building Control Unit cannot be
charged for, such as providing general advice and liaising with
other statutory authorities. The statement shows the total cost of
operating the building control unit for chargeable activities.

(370) Gross Income (406)
392 Gross Expenditure 343

22 (Surplus)/Deficit (63)
Printing
The Council operates a Document Processing Centre that
produces a range of documents for both internal and external
customers. All external work is undertaken on a marginal cost
basis (i.e. excluding recharges) and on this basis external work
has made a contribution to the net cost of the service. However,
statutory reporting requires full cost.
(31) Gross Income (38)
38 Gross Expenditure 52
7 (Surplus)/Deficit 14
Grounds Maintenance
The Council’s in-house Grounds Maintenance Team provides a
wide range of services, primarily in respect of green spaces.
However, the service also provides some services for external
organisations, namely Luminus Housing Association and
Cambridgeshire County Council.
(225) Gross Income (214)
266 Gross Expenditure 172
41 (Surplus)/Deficit (42)
Commercial Waste
The Council operates a waste collection service that is available
to all businesses across the district. As this is a non-statutory
service it is a chargeable activity.
(96) Gross Income (98)
103 Gross Expenditure 58
7 (Surplus)/Deficit (40)
26 Net (Surplus)/Deficit on Trading Operations included in (2)
Financing and Investment Income and Expenditure
1,742 Net (Surplus)/Deficit on Trading Operations 1,641

The above figures include non-cash adjustments; including IAS19 pensions and depreciation.
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Note 30.

Members’ Allowances

Annual Financial Report

(including the Statement of Accounts as at 31 March 2014)

The Council paid the following amounts to members of the Council during the year:

2012/13 2013/14
£000 £000

365 Allowances 376

27 Expenses 34

392 410

Note 31.

Officers’ Remuneration

The number of employees whose remuneration in the year was £50,000 or more is shown in
the table below. It includes pay, redundancy payments and other employee benefits but not
employer’s pension contributions. Relevant pay information, including the Council’s Pay
Policy Statement and pay and reward for Senior Officers can be accessed from the following

web address:

http://www.huntingdonshire.gov.uk/Councils%20and%Z20Democracy/Council/Council%20Fin
ance/Pages/Chief%200fficer%20Salaries%20and%20Expenses.aspx

2012/13 £ £ 2013/14
15 50,000 but less than 55,000 14
1 55,000 but less than 60,000 3
2 60,000 but less than 65,000 0
1 65,000 but less than 70,000 3
2 70,000 but less than 75,000 1
3 75,000 but less than 80,000 2
1 80,000 but less than 85,000 2
0 85,000 but less than 90,000 1
0 90,000 but less than 95,000 1
0 95,000 but less than 100,000 1
1 120,000 but less than 125,000 0
1 175,000 but less than 180,000 0
1 240,000 but less than 245,000 0
28 28

Included in the banding table above are those Senior Officers who are separately disclosed

in the following Remuneration of Senior Employees table.
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Huntingdonshire District Council

Note 32. External Audit Related Costs

These figures show the amounts included in the accounts which include any adjustments

made for previous years

Annual Financial Report
(including the Statement of Accounts as at 31 March 2014)

2012/13 2013/14
£000 £000

81 External audit 70

27 Grant claim certification 17

2 National Fraud Initiative 0

0 Audit Commission rebate (10)

110 77

The £2,000 paid in 2012/13 was paid to the Audit Commission.

Note 33. Grant Income

The Council credited the following grants, contributions and donations to the Comprehensive

Income and Expenditure Statement:

2012/13 2013/14
£000 £000
Credited to taxation and non-specific
income
180 Revenue support grant 6,019
1,913 New Homes Bonus 2,940
0 Other Non Ringfenced Grants 703
9,293 Distributed non domestic rate pool 0
0 Donated Assets 1,160
11,386 Total 10,822
Credited to Services
Benefits grant
36,522 Rent allowances 36,979
8,348 Council tax benefits 296
939 Benefits administration 651
543 Improvement grants 557
0 Transportation Development 3,436
736 Other 482
47,088 Total 42,401
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The Council has received some grants that have yet to be recognised as income as they have
conditions attached to them that may require the monies to be returned. The balances at the
year-end are as follows:

2012/13 Grants Receipts in Advance 2013/14
£000 £000

Government grants

52 Mortgage Rescue Scheme 52
61 Preventing Repossessions 61
113 113

The Council has received some grants that have no conditions attached; they have been
recognised as income but are held in the Capital Grants Unapplied Account pending their use
to fund the relevant Capital Scheme. The balances at the year-end are as follows:

2012/13 Capital Grants Unapplied Account 2013/14
£000 £000

210 Government grant for housing 210
Contribution from Cambridgeshire County

318 . ; ) 0
Council towards major maintenance
projects at leisure centres

270 Community Infrastructure Levy 747

798 957

Note 34. Related Parties

The Council must disclose in the accounts any material transactions with related parties.
Related parties are bodies or individuals that have the potential to control or influence the
Council or to be controlled or influenced by the Council. Disclosure of these transactions
allows readers to assess the extent to which the Council might have been constrained in its
ability to operate independently.

Central government has significant influence over the general operations of the Council. It is
responsible for providing the statutory framework within which the Council operates, provides
the majority of its funding in the form of grants and prescribes the terms of many of the
transactions that the Council has with other parties’ e.g. council tax bills. Grants received from
government departments are set out in the analysis in Note 27 on reporting resources
allocation decisions and also in Notes 11 and 33 in respect of government grant.

Members of the Council have direct control over the Council’s financial and operating policies.
The total of members’ allowances paid in 2013/14 is shown in Note 30. Some elected
members are also members of other bodies, the most common being the County Council,
Parish and Town Councils and Drainage Boards. In addition, the Council also nominates
members to be its representative on various local and national organisations and also the
Council provides some direct funding to local organisations.
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The Council has a significant operational relationship with Cambridgeshire County Council.
The County Council is the administering authority for the Council’s pension fund and many of
the Councils services work with County Council services on a day-to-day basis e.g. the
Council is the statutory waste collection authority whereas the County Council is the statutory
waste disposal authority but each of the Councils has to pay the other in respect of certain
types of waste. With regard to transactions between the Council and Cambridgeshire County
Council, for 2013/14, the Council has:

e paid £6.509m to Cambridgeshire County Council; £3.553m for pension payments and
£2.957m for services (2012/13; £5.432m), and
e received £5.903m from the County Council (2012/13; £3.397m).

In respect of 2013/14:

¢ No officers have disclosed any significant interests.

e By 30 June 2014, of the 52 members who served during the year, 51 had returned a
Related Party Transaction disclosure form, with one member sadly passing away before
the forms were submitted. Following a comprehensive review of relevant statutory and
voluntary disclosures and other “ad-hoc” information sources, only one member,
Councillor Morris (as either an individual or family interest) has disclosed a related party;
this is shown below.

Councillor Organisation Relationship with Payments received from the
Organisation Council
Morris King's Street Board Member £301,151
Housing Society (crash bed for homelessness)

With regard to this organisation, the Council has either procured goods or services or provided
funding that has supported them in providing their core services. The items disclosed are in
the normal course of business and are at arm’s length.
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Note 35. Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the table below
(including the value of assets acquired under finance leases), together with the resources that
have been used to finance it. Where capital expenditure is to be financed in future years by
charges to revenue as assets are used by the Council, the expenditure results in an increase
in the Capital Financing Requirement (CFR); a measure of the capital expenditure incurred
historically by the Council that has yet to be financed. The CFR is analysed in the second part
of this note.

A net increase in the CFR reflects the Council’s need to borrow to finance capital expenditure.
The borrowing will be repaid from an annual revenue charge (MRP) which reflects the use of
the assets over their useful lives.

2012/13 2013/14
£000 £000

21,853 Opening Capital Financing Requirement 26,972

5,650 Property, Plant and Equipment 7,537

582 Intangible Assets 524

Revenue Expenditure Funded from Capital under

2,027 Statute 5,779

29 Repayable Advances 1,689

10 Lease Liability Adjustment 0

8,298 Additional Requirement 15,529

Sources of finance

(1,114) Capital receipts (965)
(1,183) Grants and other contributions in year (5,413)
0 Capital Grants Unapplied Reserve (318)
(835) Minimum revenue provision (1,120)
(47) S106 reserve (0)
(3,179) (7,816)
26,972 Closing Capital Finance Requirement 34,685

Movements in year
Increase in underlying need to borrowing
5,119 (unsupported by government financial assistance) 7,713
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Note 36. Leases

° Council as Lessee

o Finance Leases

The Council has acquired some industrial units under finance leases. The assets
acquired under these leases are carried as investment property in the Balance
Sheet at the following amounts:

2012/13 2013/14
£000 £000
1,595 Investment Properties 1,773

The Council is committed to making minimum payments under these leases,
comprising settlement of the long-term liability for the interest in the property
acquired by the Council and finance costs that will be payable by the Council in
future years while the liability remains outstanding. The minimum lease payments
are made up of the following amounts:

2012/13 2013/14
£000 £000

Finance lease liabilities
(net present value of minimum lease

payments)
545  Non-current 545
3,066 Finance costs payable in future years 3,027 |
3,611 Minimum lease payments 3,572

The minimum lease payments will be payable over the following periods:

Minimum lease payments Finance lease payments
2012/13 2013/14 2012/13 2013/14
£000 £000 £000 £000
Not later than 1 year 39 39 0 0
Later than 1 year and not 156 156 0 0
later than 5 years
Later than 5 years 3,416 3,377 545 545
3,611 3,572 545 545

The minimum lease payments do not include rents that are contingent on events
taking place after the lease was entered into, such as adjustments following rent
reviews. In 2013/14 £0.089m contingent rents were payable by the Council
(2012/13; £0.101m).
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Operating Leases

The Council has a number of operating leases for land, pool cars and cars for
individual members of staff. The leases for cars are typically 3 or 4 years, whilst

those for land vary from 3 years to 50 years. The operating lease payments made
in the year, are as follows:

The future minimum lease payments due under non-cancellable leases in future
years are:

2012/13 2013/14
£000 £000
61 Not later than 1 year 61
70 Later than 1 year and not 70
later than 5 years
41 Later than 5 years 41
172 172

The expenditure charged to the appropriate service in the Comprehensive Income
and Expenditure Statement during the year in relation to these leases was:

2012/13 2013/14
£000 £000
100 Minimum lease payments 66

Service Concessions

The Council does not have any contracts that include service concessions

Council as Lessor

O

Finance leases
The Council has no finance leases as lessor.
Operating Leases

The Council leases out property under operating leases for economic development
purposes to provide suitable affordable accommodation for local businesses.

The future lease payments receivable under non-cancellable leases in future years
are noted below.

2012/13 2013/14
£000 £000
1,784 Not later than 1 year 1,654
5,870 Later than 1 year and not 5,703
later than 5 years
20,921 Later than 5 years 19,367
28,575 26,724
86
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The lease payments receivable do not include rents that are contingent on events

taking place after the Balance Sheet date, such as adjustments following rent
reviews.

Note 37. Impairment Losses

During 2013/14 the Council has recognised impairments to Property, Plant and Equipment of

£5.038m (2012/13; £85,000).

Note 38. Termination Benefits and Exit Packages

Voluntary Redundancy:
In respect of:

e 2013/14, 4 voluntary redundancies were approved. All 4 left the Council in 2013/14.

e 2012/13, no voluntary redundancies were approved.

Compulsory Redundancy:
In respect of:

o 2013/14, the Council approved the compulsory redundancy of 11 employees; 4

employees leaving the Council during 2013/14 and a further 7 leaving during 2014/15.

o 2012/13, the Council approved the compulsory redundancy of 8 employees; 5
employees leaving the Council during 2012/13 and a further 3 leaving during 2013/14.

For both Voluntary and Compulsory Redundancy, the associated costs have been charged to
the year in which the decision was made. The following table shows the banding of employee
terminations and the total cost to the Council per band.

Number of

Number of other

Total number of

Total cost of packages

compulsory departures exit packages
redundancies agreed agreed
2012/13 2013/14 2012/13 2013/14 2012/13 2013/14 2012/13 2013/14
£000 £000
£0 to less than £20,000 5 3 0 2 5 5 28 42
£20,000 to less than
£40,000 0 2 0 2 0 4 0 111
£40,000 to less than
£60,000 2 2 0 0 2 2 97 * 91
£60,000 to less than
£80,000 0 2 0 0 0 2 0 144
£80,000 to less than
£100,000 1 1 0 0 1 1 99 84
£100,000 to less than
£150,000 0 1 0 0 0 1 0 114
8 11 0 4 8 15 224 586
* This includes a provision of £47,000 that was paid in 2013/14, see Note 40.
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Note 39. Defined Benefit Pension Scheme

Participation in Pension Schemes

As part of the terms and conditions of employment of its officers, the Council makes
contributions towards the cost of post-employment benefits. Although these benefits will not
actually be payable until employees retire, the Council has a commitment to make the
payments and this needs to be disclosed at the time that employees earn their future
entitlement.

Employees of Huntingdonshire District Council may participate in the Cambridgeshire Pension
Fund, part of the Local Government Pension Scheme (LGPS). The fund is administered as a
defined benefit final salary scheme by Cambridgeshire County Council in accordance with
LGPS Regulations 1997, as amended.

Valuation of Pension Fund

The contribution rate is determined by the Fund’s actuary based on triennial valuations. To
avoid the impact of potential reductions in the workforce the actuary proposed that a fixed
percentage of 17.8% be applied for 2011/12, 2012/13 and 2013/14. This should be used to
provide for future service liabilities together with a lump sum contribution to reduce the existing
deficit relating to past service. The lump sums proposed were £0.451m for 2011/12, £0.456m
for 2012/13, and £0.470m for 2013/14. The Council has chosen to make additional lump sum
payments pending the results of any changes to the pension scheme that are determined by
the Government. The additional payments are £0.209m for 2011/12, £0.450m for 2012/13 and
£0.669m for 2013/14.

As a consequence of the triennial valuation, the asset value in the intervening period is an
estimate calculated by the actuary using a model. Any differences between the estimate and
actual figures are adjusted at the next full valuation. A triennial review took place during
2013/14 and new rates will apply from 2014/15.

Transactions Relating to Post-Employment Benefits

The Council recognises the cost of retirement benefits in the reported cost of services when
they are earned by employees, rather than when the benefits are eventually paid as pensions.
The Council and employees pay contributions into a fund, at a level calculated to balance the
pension liabilities with investment assets. However, the charge the Council is required to make
against council tax is based on the cash payable in the year, so the real cost of post-
employment benefits is reversed out of the General Fund via the Movement in Reserves
Statement. The following transactions have been made in the Comprehensive Income and
Expenditure Statement and the General Fund Balance via the Movement in Reserves
Statement during the year:
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2012/13 2013/14
Restated
£000 £000

Comprehensive Income & Expenditure Statement
Cost of Services:

3,010 Current Service Cost 3,579

0 Past Service Cost 44
Financing and Investment Income and Expenditure:

6,345 Net interest expense 6,830

(3,898) Expected Return on Scheme Assets (4,209)

5,457 Total post-employment benefit charged to the deficit on 6,244

the provision of services

Other post-employment benefit charged to the
Comprehensive Income and Expenditure Statement:

Remeasurement of the net defined benefit liability comprising:
Return on plan assets (Excluding the amount included

8,272 in the net interest expense) 2,943
Actuarial gains and losses arising on changes in

0 demographic assumptions 2,862
Actuarial gains and losses arising on changes in

(13,699) financial assumptions (7,387)

91 Other experience 834

(5,336) (748)

Total post-employment benefit charged to the
121 Comprehensive Income and Expenditure Statement 5,496

Movement in Reserves Statement
Reversal of net charges made to the surplus deficit on the
(5,457) provision of services for post-employment benefits in (6,244)
accordance with the Code
Actual amount charged against the General Fund Balance for
Pensions in the Year:

3,511 Employer’s contributions payable to the scheme 3,767
189 Retirement benefits payable to pensioners® 195
(1,757) Total Movement in Reserves Statement (2,282)

Changes to IAS19 came into effect in 2013/14 and these are adopted retrospectively for
2012/13 in accordance with IAS8 “Accounting Policies, Changes in Accounting Estimates and
Errors”. The effect of these changes to the Income statement to 31st March 2013 is to re-
classify and move £0.649m on expected return on scheme assets to actuarial gains/losses on
plan assets.

The cumulative amount of actuarial gains and losses recognised in the Comprehensive
Income and Expenditure Statement to the 31 March 2014 is a loss of £53.634m, and to the 31
March 2013 is a loss of £52.237m.
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Assets and Liabilities in relation to Post-employment Benefits

Reconciliation of present value of the scheme liabilities in respect of Huntingdonshire District

Council:
31 March 2013 31 March 2014
Restated
£000 £000
132,435 Opening balance as at 1 April 151,909
3,010 Current Service Cost 3,579
6,345 Interest Cost 6,830
951 Contributions by scheme participants 947
0 Actuarial losses / (gains) from changes in (2,862)
demographic
13,699 Actuarial losses / (gains) from changes in financial 7,387
assumptions
(91) Other (834)
0 Past service costs 44
(4,251) Benefits paid (4,445)
(189) Estimated unfunded benefits paid * (195)
151,909 Closing balance at 31 March 162,360
* The unfunded benefits are those relating to the early retirement of scheme members
where the Council makes an additional contribution to the Pension Fund

Reconciliation of fair value of the scheme assets in respect of Huntingdonshire District

Council:
31 March 2013 31 March 2014
Restated
£000 £000
81,094 Opening fair value of scheme assets balance 93,475
as at 1 April
3,898 Interest Income 4,209
8,272 The return on plan assets (Excluding amount 2,943
included in net in the net interest expense)
3,511 Contributions by the employer 3,767
951 Contributions by employees into the scheme 947
189 Contributions for unfunded benefits* 195
(4,251) Benefits paid (4,445)
(189) Unfunded benefits paid*® (195)
93,475 Closing Balance at 31 March 100,896
* The unfunded benefits are those relating to the early retirement of scheme members
where the Council makes an additional contribution to the Pension Fund.
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The expected return on scheme assets is determined by considering the expected returns
available on the assets underlying the current investment policy. Expected yields on fixed
interest investments are based on gross redemption yields as at the Balance Sheet date.
Expected returns on equity investments reflect long-term real rates of return experienced in
the respective markets.

The actual return on scheme assets in the year was £7.152m (2012/13; £12.170m).

Scheme History

2009/10 2010/11 2011/12 2012/13 2013/14
£000 £000 £000 £000 £000

Present value of

(146,133)  (123,552) (132,435) (151,909) |iabilities (162,360)

78,086 82,115 81,094 93,475 Fair value of assets 100,896

(68,047) (41,437) (51,341) (58,434) Deficit in the (61,464)
scheme

The liabilities show the underlying commitments that the Council has in the long run to pay

post-employment benefits. The total liability of £162.360m has a substantial impact on the net

worth of the Council as recorded in the Balance Sheet, resulting in a negative overall balance
of £61.464m. However the statutory arrangements for funding the deficit mean that the
financial position of the Council remains healthy:

o The deficit on the local government scheme will be made good by increased
contributions over the remaining working life of employees (i.e. before payments fall
due), as assessed by the scheme and actuary.

o Finance is only required to be raised to cover discretionary benefits when the pensions
are actually paid.

The Council expects to contribute £3.403m into Cambridgeshire County Council’s Local
Government Pension Fund in the year to 31 March 2015. With regard to discretionary benefits,
there were no such awards in 2013/14 (2012/13; Nil).

Basis for estimating Liabilities and Assets

Liabilities, for the purposes of IAS19, have been assessed on an actuarial basis using the
projected unit credit method, an estimate of the pensions that will be payable in future years
dependent on assumptions about mortality rates, salary levels, longevity etc. The liabilities
have been assessed by Hymans Robertson LLP, the independent firm of actuaries to the
County Council Pension Fund being based on the latest full valuation of the scheme as at 31
March 2013. The results of this valuation were projected forward using approximate methods.
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The main assumptions used by the actuary are as shown below.

2012/13 County Fund — Main Assumptions 2013/14
5.1% Rate of increase in salaries 4.6%
2.8% Rate of increase in pensions 2.8%
4.5% Rate of discounting scheme liabilities 4.3%

Mortality assumptions:
Longevity at 65 for current pensioners
21.0 years Men 22.5 years
23.8 years Women 24.5 years
Longevity at 65 for future pensioners
22.9 years Men 24 4 years
25.7 years Women 26.9 years
Long-term expected rate of return on assets in the
Scheme:
4.5% Equity Investments 4.3%
4.5% Bonds 4.3%
4.5% Property 4.3%
4.5% Cash 4.3%

Local Government Pension Scheme Assets Comprised:

Pension fund assets consist of the following categories, by value of the total assets held:

31 March 2013 31 March 2014
£000 £000
2,242 Cash and cash equivalents 1,345
Equity instruments by industry:
8,769 Consumer 8,810
7,532 Manufacturing 8,327
3,236 Energy and utilities 3,575
7,718 Financial institutions 10,179
2,651 Health and care 2,975
4,731 Information technology 6,033
349 Other 280
34,986 Sub-total equity 40,179
Private equity:
6,427 All not in active markets 6,002
6,427 Sub-total private equity 6,002
Other investment funds:
11,070 Bonds 15,380
32,158 Equity 32,442
6,592 Other 5,548
49,820 Sub-total other investment funds 53,370
93,475 Total Assets 100,896
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History of Experience Gains and Losses

The actuarial gains identified as movements on the Pensions Reserve in 2013/14 can be
analysed into the following categories, measured as a percentage of assets or liabilities at 31

March 2014.
2009/10 2010/11 201112 2012/13 2012/13 2013/14
Restated
19.57% (2.17%) (6.39%) 8.16% 8.85% Differences between 2.92%
expected and actual return
on assets
0.36% (1.54%) (1.10%) 0.06% 0.06% Experience gains/ losses (-) 0.51%
on liabilities
Sensitivity analysis:
Increase in Impact on the defined benefit obligation in the Increase in
assumption scheme assumption
31 March 2013 31 March 2014
£000 £000
4,557 Longevity (increase or decrease in 1 year) 4,871
4,288 Rate of increase in salaries (increase or decrease by 5,210
0.5%)
10,651 Rate of increase in pensions (increase or decrease by 10,519
0.5%)
(15,152) Rate for discounting scheme liabilities (increase or (15,961)
decrease by 0.5%)

Further information

Further information may be found in the Cambridgeshire County Pension Fund Annual Report,
available from the Director of Resources, Cambridgeshire County Council, Shire Hall, Castle
Hill, Cambridge, CB3 0AP.
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Note 40. Provisions, Contingent Assets and Liabilities
Provision
Short Term Provision Total
MMI Termination NDR Enterprise
Insurance Benefits Appeals Zone
Claw back Retained
NDR
(1) (2) (3)
£000 £000 £000 £000 £000

Balance at 1 0 0 0 0 0
April 2012

Balance at 31 90 47 0 0 137
March 2013

Amounts used (90) (47) 0 0 (137)
in 2013/14

Amounts 0 0 2,054 79 2,133
charged to

services

2013/14

Balance at 31 0 0 2,054 79 2,133
March 2014

Short Term Provision

Where an obligating event is expected to occur within the next 12 months.

1. MMI Insurance Claw back

The Council was, some years ago, insured by Municipal Mutual Insurance (MMI);

unfortunately whilst the Council was insured by MMI they went into liquidation. Following
the collapse of MMI, a Scheme of Arrangement was made that allowed MMI to ‘run-off
the business and deal with outstanding claims. Due to increasing numbers of liability
claims that MMI continued to receive, MMI pursed the matter of their continuing liability
through the Courts. The Supreme Court gave judgement in March 2012. This clarified
MMI’s position in respect of future claims and led ultimately to increasing liabilities for
MMI. The Council’s Insurance Brokers informed the Council that following a February
2013 creditors meeting, the Scheme of Arrangement was likely to be enforced and in
January 2014 a levy was charged against the Council, totalling £90,206, which
represents 15% of the total claims paid by MMI on behalf of the Council since 1993
(£0.601m). The balance of the total possible liability faced by the Council is noted as a
Contingent Liability
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2. Termination Benefits
Provision was made to meet the costs of known staff rationalisation associated with
change management within the Council over the medium term; this was paid in March
2014.

3. NDR Appeals

The provision is based upon the latest list of outstanding rating list proposals provided by
the Valuation Office Agency. It is an estimate based on changes in comparable
hereditaments, market trends and other valuation issues, including the potential for
certain proposals to be withdrawn. The estimate includes appeals and proposals in
respect of live and historic Rating List entries. It does not include any allowance or
adjustment for the effects of transition or for changes in liability. The estimated provision
is made up of individual estimates for the outcome of each outstanding appeal rather
than a mean estimate for all appeals. The appeals provision was based on a review by
expert opinion from “inform CPI Limited”. It should be noted that the impact on the
Council of appeals, as well as other NDR, is limited by the Safety Net calculation (the
calculation of which is limited by regulation). The provision of £2.054m included in the
General Fund is the authorities share (40%) of the total provision of the Collection Fund
provision of £5.135m.

A 10% variation in the estimated provision would be £0.205m for the General Fund.

It should be noted that no adjustment, or other disclosure, has been made in respect of
NDR Appeals that have yet to be lodged by local businesses.

4. Enterprise Zone Retained NDR
The Council retains the Non Domestic Rates (NDR) income arising from increases in the
rateable value of premises within the Alconbury Weald Enterprise Zone; however there
is a requirement to apply this retention to the Local Enterprise Partnership. As no formal
request to draw down this retention had been made by the Local Enterprise Partnership
as at 31 March 2014, a provision for this liability has been recognised.

Contingent Assets

Previously the Council has disclosed a Contingent Asset in respect of a refund for VAT relating
to off-street parking. However, whilst legal cases have not totally removed the possibility of a
refund the position is now much less hopeful so the Contingent Asset is no longer to be
disclosed (2012/13; £2.431m).

Contingent Liabilities

The Councils’ Contingent Liabilities cover various on-going litigations and these are detailed
below. The total expected value of these liabilities is £4.625m (2012/13; £5.811m).
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2012/13
Estimated value of
contingent liability

£000

Details of Contingent Liability 2013/14
Estimated value of
contingent liability

£000

172

Environmental Related:

Local Land Charges 186
Huntingdonshire District Council is a joint

defendant in proceedings brought by a group

of Property Search Companies against all

Councils responsible for providing Local land

charges information, for refunds of fees paid to

the Council to access land charges data. In the

current litigation the Council faces a claim of

£14,140 plus interest and costs. Negotiations

are ongoing with the claimants’ solicitor.

A second group of Property Search
Companies are also seeking to claim refunds
although no proceedings have yet been
issued. The Council has been informed that
the value of those claims at present is
£157,600 plus interest and costs, although this
claim has neither been verified nor accepted
by the Council. The second group of Property
Search Companies have also intimated that
they may bring a claim against all local
authorities for alleged anti-competitive
behaviour. It is not clear what the value of any
such claim would be against the Council. It is
possible that additional claimants may come
forward to submit claims for refunds, but none
have been intimated at present.

4,500

Contaminated Land 3,450
The Environmental Protection Act 1990 Part
IIA makes the Council liable for the costs of
remediation of contaminated land where no
other responsible person can be identified. The
Council is in discussion with Cambridgeshire
County Council over the planning position of a
site owned by a company which is currently
treating the leachate from a possible orphan
site. If the planning application made to the
County Council is approved, this will reduce
the probability of abandonment and the
likelihood of the Council becoming liable will
reduce considerably.

However, at this time there is a possibility that
the Council could be liable if the site is
abandoned. Current estimates are that the cost
of leachate treatment would cost £115,000 per
annum for a maximum of 30 years; therefore
the maximum liability is £3.450m (£150,000
per annum in 2012/13).
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4,672

Total for Environmental Related 3,636

372

96

Housing Related:

Disabled Facilities Grants 458
The Council has agreed to pay disabled

facilities grants; however, as yet the schemes

have not yet started. The expense will only be

incurred if the householders carry out the

home alterations. The increase is due to a

higher amount estimated to be outstanding at

the year-end compared to 2012/13.

VAT on Administration Charge for Disabled 0
Facilities Grants

The Council has challenged HMRC in respect

of the VAT liability on administration charges

for disabled facilities grants. HMRC consider

the fee should attract VAT at the standard rate

whereas the Council, along with other

Councils, consider that there is no supply and

therefore VAT is not chargeable. This liability

was met during the year.

468

Total for Housing Related 458

511

20

140

Corporate Related

Municipal Mutual Insurance Liquidation 511
A detailed description is shown in the Provision

explanation in respect of the MMI Insurance

Claw back. The Contingent Liability shown for

2013/14 is the balance of the total claims paid

by MMI on behalf of the Council less the

amount shown as a short-term Provision.

Assets of Community Value 20
In 2013/14, the Council has listed 4 sites
owned by private individuals or companies as
Assets of Community Value, as required by the
Localism Act 2011. The Assets of Community
Value scheme includes provisions for owners
to claim compensation for loss and expense
incurred through the asset being listed or
previously listed. All claims must be considered
and decisions may be subject to a review and
an independent appeal. The Council is liable
for all compensation payments awarded up to
a maximum of £20,000 in each financial year.

Employee Litigation 0
The Council has some pending employment

tribunals; the amount shown is the estimated

total liability.
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671 Total for Corporate Related 531

5,811 Total for Contingent Liabilities 4,625

The above litigations are prudent estimates of the potential cost to the Council. It is not
possible, due to considerations of legal privilege to either provide further information or to give
an assessment of the likelihood of success of any of the litigations.

Note 41. Nature and Extent of Risks Arising from Financial
Instruments

The Council’s activities expose it to a variety of financial risks:

o Credit risk — the possibility that other parties might fail to pay amounts due to the
Council.

o Liquidity risk — the possibility that the Council might not have funds available to meet its
commitments to make payments.

o Market risk — the possibility that financial loss might arise as a result of changes in
measures such as interest rates.

The Council’s overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the resources available to fund
services. Risk management is carried out by the treasury management team with due regard
to the Annual Treasury Management Strategy approved by the Council.

Credit risk

Credit risk arises from investments with banks and other financial institutions, as well as credit
exposures to the Council’s customers.

In relation to investments the Council has adopted CIPFA’s Code of Practice on Treasury
Management in the Public Services, has an agreed Treasury Management Strategy which
addresses risk, and has set treasury management indicators to control key financial instrument
risks in accordance with CIPFA’s Prudential Code.

The Council’s maximum exposure to credit risk in relation to its investments in banks and
building societies of £23.340m (2012/13; £25.770m) cannot be assessed generally as the risk
of any institution failing to make interest payments or repay the principal sum will be specific to
each individual institution. The risk of not being able to recover the principal sums applies to all
of the Council’s deposits but there was no evidence as at 31 March 2014 that this was likely to
occur and there are no investments, that as at 31 March 2014, were with institutions that had
failed.

In relation to the sums owed by the Council’'s customers and contractual debtors, the Council
makes prudent financial provision for bad debts based on an assessment of the risks for each
type of debt and the age of those debts whilst maintaining a robust approach to the collection
of debts. The older the debt, the greater is the provision for bad debts. The bad debt provision
has taken into account the current economic climate and the increased likelihood of debtors
not being able to settle their debts.
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The following analysis summarises the Council’s potential maximum exposure to credit risk on
receivables, based on historical experience of default and uncollectability. It relates to the
sundry debtors element of the total debtors, including debts of individuals, entities and housing
benefit claimants.

Historical
experience of
Amount Historical default Impairment Impairment
at 31 experience adjusted for allowance allowance
March of default market 31 March 2014 31 March 2013
2014 conditions
£000 % % £000 £000
Sundry 2,603 4.72% 4.72% 1,337 1,439
debtors

The Council does not generally allow credit for customers. The past due debtors, but not
impaired amount can be analysed by age as follows:

31/03/13 31/03/14
£000 £000
753 Less than three months 268
227 Three to six months 227
272 Six months to one year 795
1,691 More than one year 1,313
2,943 2,603

Liquidity risk

The Council maintains a cash flow projection that assists in ensuring that cash is available as
needed. If unexpected movement happens the Council has ready access to borrowings from
the money markets, and if necessary from the Public Works Loans Board (PWLB), although
the Council does not generally use the PWLB for short-term cash-flow deficits. There is no
significant risk that it will be unable to raise finance to meet its commitments under financial
instruments.

The maturity analysis of financial liabilities is shown below. The financial liabilities of more than
one year are loans with the PWLB of which £1.4m matures in August 2023 and £5m each in
December 2057 and 2058. Therefore there is no immediate concern about funding the
repayment.

31/03/13 31/03/14
£000 £000
6,111 Less than one year 6,282
10,000 More than one year 11,368
16,111 17,650

All trade and other payables are due to be paid in less than one year.
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Market risk — interest rate risk

The Council is exposed to risk in terms of its exposure to interest rate movements on its
borrowings and investments. Movements in interest rates have a complex impact on the
Council. For instance, a rise in interest rates would have the following effects:

o Borrowing at variable rates — the interest expense charged to the Surplus or Deficit on
the Provision of Services will rise.
o Borrowings at fixed rates — the fair value of liabilities borrowings will fall.

o Investment at variable rates — the interest income credited to the Surplus or Deficit on
the Provision of Services will rise.
o Investments at fixed rates — the fair value of the assets will fall.

However the impact on the Surplus or Deficit on the Provision of Services is reduced because
the Council does not generally borrow or invest at variable rates. Borrowings are not carried at
fair value, so nominal gains and losses on fixed rate borrowings would not impact on the
Surplus or Deficit on the Provision of Services or Other Comprehensive Income and
Expenditure.

The Council manages interest rate risk by not having any borrowings in variable rate loans. At
times of falling interest rates and where economic circumstances make it favourable,
consideration would be given to repaying fixed rate loans early to limit exposure to losses.

The treasury management team assesses the interest rate exposure that feeds into the setting
of the annual budget and it is used to update the budget at least quarterly during the year.

If in 2013/14 interest rates on all of its investments and borrowings had been 1% higher with
all other variables held constant, the financial effect would be:

£000
Increase in interest payable on borrowings of less than 1 year 0
Increase in interest receivable on investments of less than 1 year 105cr
Impact on the surplus on the Provision of Services 105cr
Increase in the fair value of fixed rate investments 0
Impact on Other Comprehensive Income and Expenditure 0
Decrease in fair value of fixed rate borrowings 2195
(No impact on the Comprehensive Income and Expenditure ’
Statement)

The impact of a 1% fall in interest rates would be as above but with the movements being
reversed.

Price risk and foreign exchange risk

The Council does not hold equity shares and does not hold foreign currency; consequently
these risks are not applicable.

100
183



Lol

ZEL'TT 0
6vv's (6v9)
sso|/
r__mm |elienioe pue syasse
uo uinlal usamiaq
9eg’s (6%9) uonedljisse|day
€TT 0
€82'9 (v60°88) LLE'V6 6t9
(9t0%2) (910%2) 0
sso|/
r:mm |elienioe pue sjasse
uo uinlal usamiaq
60T'T (6252) 8€9°E 679 uonedlyisseay
0TT'S 0 oTT'S 0
080V (6v5‘19) 629's8
0003 0003 0003 0003
rl 4 - 4
aunupuadxy aimipuadx3 awoou|
19N Qwodu| ssoun SS04D SS04D
6T SVI
€T/2102Z Y4V paieisay sjuawisnipe juawalelsay

FUNLIANIAX3I ANV

JINOJNI FAISNIHIUAINOD TVIOL
ainyipuadxa

pue awodu| dAIsuayaidwod J1ayiQ

(6€ @10N) san|1qel| pue syasse
co_m:wQ uo Amc_mmv\mwmmo_ |erenidy
(22 @10N)

S}9SSE JUdJINJ-UOU 4O UOI}eN|BADS
ay3 u13dY3p Jo (snjdins)

S9IINIBS

40 uoisinoad uo 1p1aa/(snjding)
(L1 ®10N) swoou|

el oEomaw.coZ pue uoljexe|

(01 ©10N) @unypuadx3y
pue awoou| juswisanu| pue Buroueul

(6
910N) aunyipuadx3 SunesadQ 1aYy10
(2 @0u) s201A13S J0 150D

ZEL'TT

8609

S86'S

€TT

v€9°s

(evL‘88) LLE'V6

(910%2)

091

0TT'S
080vZ

(910'72) 0

(8£1°€) 8€9°¢

0 oTT's
(6¥5°T9) 629's8

0003

BN

ainypuadxy

0003 0003
rl 4 |
awoou| ainypuadx3
$S04D ssoup

€T/2T0T ¥4V paysiiqnd

1UaWale)s ainyipuadx3y pue awodu| dAIsuayasdwo)

annesedwo) yT/ET0T JO JuBWIILISDY

:MO[8Q UMOYS 8.Je S8INSO|OSIP UOIISUB] 8} JusWa)elS SBAISSaY Ul JUSWSAO|A Y} pUe Juswslels ainjipuadx3 pue awoou|
aAnIsuayaldwo) ay) uiyum saaiesedwod €1/Z10Z 9y} aiejsal 0} Juswalinbal e s| aiay) ‘sjasse uoisuad Jo Juswabeuew ay) 0} paje|al Ajjoalip 8q 0} S}S0D
uoneJsiulwpe alinbal mou suonjenbal Bununodoe Agasaym ‘syjouag aakojdwg (6L SY| 4O 10adsal ul Ao1j04 Buyunoooy ul ebueyd ayj Jo 8ouanbasuod e sy

(#1.0Z U2JE LE 1B Se SJUN0J2Y Jo Juswale)s ay) Buipnjour)

uoday |eloueul{ [enuuy

sjuawsnlpy Buizunoody polad Jolid

[Iouno) 1o1sIg aJiysuopbununy

"CY 9ION

184



col

"6€ pUB € ‘0l ‘/ S810U 8INSOOSIp UIylM sjuswisnipe [enusnbasuoo ale .

"198Yg aouejeg ay) Jo 10adsa. Ul palinbal s 8InsojosIp ou 0s ‘uoiisod Jeaysg aouejeg 1au ay) ul 8bueyo ou si .

1218y} Jey) pajou &g pinoys |

1SL'6 _am_\a 681°ST (6%9) 69 69 (6%9) TSL'6 (8€r8) 681°ST ZTOZ Yo4eIAl T€ 1€ Se dduejeg
(zez‘tr)  (ovz'tr)  (98b) (6%9) 6v9 6v9 (6t9) (zectr)  (ove‘tr)  (98v) Jea) ui (aseasaq)/aseasnu|
0 Ly L) 0 0 0 0 0 Ly (Lv) pajjJew.es wouj/ol siajsuel]
(zeL‘t) &mmﬂs (6€v) (6v9) 6v9 6v9 (6179) (eeLtr)  (eez'tr)  (6EW) (9seasnap)/aseasoul 1aN
6TSV| sesso|/ uies (¢
|elien)oe pue syasse 910N) suone|ndal yapun siseq
uo uinlal usamiaq Suipuny pue siseq 3ulaunode
0 (vv8's)  ,vv8's (6%9) 69 uonedlyisseay|o 0 0 (S61°) S6T'S usaMm1aq syuawisnlpy
(zeL‘tT) &ms}.v (€829) 0 0 6v9 (619) (eeL'tt)  (860°9) (vea‘s) awodul aAIsuayasdwod |ejoL
6TSVI se sso|/ uies
|elenloe pue siasse
uo uinlaJ usamiaq aJniipuadxa
(61717S) (6t717S) 0 0 0 6v9 uonedlyisseay|o (8609) (8609) 0 awooul dAIsuaya1dwo) Jayio
6ISVI sesso|/ uted
|elienioe pue syasse
Uuo uJnial usamiaq S3JINISS JO
(€82'9) 0 (€82°9) 0 0 0 (619) uonesiyissepay|(y€9's) 0 (v€9°s) uoisiroud uo (31yaq)/sniding
€81‘TC 808°C SL9'8T €8Y'TC 808°C SL9°8T TT0T YoJe|Nl T€ e Se duejeg
0003 , 0003 , 0003 0003 J 0003 0003 0003 0003 0003
SINAYISIY san1asay SINAYISIY san1asay
TJIDONNOD SOAI3SIY 9|qeasn S9AIDSIY d|gesnun acwEum:.qt< u:wEum:__um u:wEum::um 10} acwEum:_tm 10} TJIDONNOD SOAIBSIY 9|qeasn
1v1i0olL a|qesnun |elol Ul JUSWIBAOIA pun4 |eisuan 10} :Omme\ucwEEou :Omme\ucwEEOU :Ommwz\u:wEEOU 1v1i0L a|qesnun |elol
suone|n3ay 41apun siseg Suipung 2in1ipuadxa pue awodul $921M35 Jo uoisinoad
pue siseg SunuNo2y uaamiag syuawisnlpy :£ 910N :6T SVI aAIsuayasdwod 1aYyiQ :6T SVI uo (31yaq)/sn|dins :6T SVI
€1/210Z ¥4V pare1say sjuawisnipe JusWAeIsY €1/2102 ¥4V paysijgnd
JUBWIL]LS SINIDSDY Ul JUBWIAON

(#1.0Z U2JE LE 1B Se SJUN0J2Y Jo Juswale)s ay) Buipnjour)

uoday |eloueul{ [enuuy

[Iouno) 1o1sIg aJiysuopbununy

185



Huntingdonshire District Council

Collection Fund

Annual Financial Report
(including the Statement of Accounts as at 31 March 2014)

Non- Council TOTAL Non- Council TOTAL
Domestic Tax Domestic Tax
Rates Rates
2012/13  2012/13 2012/13 2013/14 2013/14 2013/14
£000 £000 £000 £000 £000 £000
INCOME
0 (92,090) (92,090) Council Tax Receivable 0 (88,721) (88,721)
(54,359) 0 (54,359) Non Domestic Rates Receivable (55,343) 0 (55,343)
0 0 0 Enterprise Zone Relief (512) 0 (512)
0 0 0 Transitional Relief (71) 0 (71)
(54,359) (92,090) (146,449) Total Income (55,926) (88,721) (144,647)
EXPENDITURE
Repay Previous Years Surplus
0 63 63 District Council - General 0 76 76
0 330 330 County Council 0 404 404
0 54 54 Police 0 64 64
0 18 18 Fire 0 14 14
0 465 465 0 558 558
Precepts Demands and Shares
54,136 0 54,136 Central Government 28,674 0 28,674
0 7,727 7,727 District Council - General 23,422 7,506 30,928
0 4,708 4,708 District Council - Parishes 0 4,649 4,649
District Council - Retained
0 0 0 270 0 270
Amounts
0 64,854 64,854 County Council 5,270 61,997 67,267
0 10,492 10,492 Police 0 10,028 10,028
0 3,566 3,566 Fire 586 3,622 4,208
54,136 91,347 145,483 58,222 87,802 146,024
Charges to Collection Fund
0 76 76 Less Write Off Uncollectable 262 289 551
Amounts
Less Increase / Decrease (-) in
0 (57) (57) Bad Debt Provision (69) 12 (57)
0 0 0 Less_ Ir_10rease / Decrease (-) in 5135 0 5135
Provision for Appeals
223 0 223 Less Cost of Collection 221 0 221
223 19 242 5,549 301 5,850
54,359 91,831 146,190 Total Expenditure 63,771 88,661 152,432
Movement in Fund Balance
(259) (259) (Surplus) or Deficit For Year 7,845 (60) 7,785
(Surplus) or Deficit Brought
0 (454) (454) Forward 1 April 0 (713) (713)
0 (713) (713) (Surplus) or Deficit Carried 7.845 (773) 7,072

Forward 31 March

103
186




Huntingdonshire District Council Annual Financial Report

(including the Statement of Accounts as at 31 March 2014)

Notes to the Collection Fund

1.

Purpose of Fund

The Collection Fund is an agent’s statement that reflects the statutory obligation for the
Council as a billing authority to maintain a separate Collection Fund. The statement shows
the transactions of the billing authority in relation to the collection from taxpayers and
distribution to local authorities and the Government of council tax and non-domestic rates.

Until it is distributed, the tax collected is held in a statutory Collection Fund which is
separate from the General Fund of the Council. The accounts are however, consolidated
into the Council’'s accounts. They have been prepared on an accruals basis.

Parish and Town Council precepts are transferred to the General Fund before being paid
to the Parish or Town Council. Interest is not payable/chargeable to the Collection Fund on
cash flow variations between it and the General Fund.

There is no requirement for a separate Collection Fund Balance Sheet. The assets and
liabilities of the Collection Fund at the end of the year are apportioned between
Huntingdonshire District Council and the major preceptors in proportion to their demand on
the fund for the year. The major preceptors’ share of the assets and liabilities of the
Collection Fund are shown as a debtor in Huntingdonshire District Council’s accounts.
Huntingdonshire District Council’s share of the assets and liabilities are held in the
Collection Fund Adjustment Account reserve.

Localisation of Non Domestic Rates
On 1 April 2013 the national scheme for collecting non domestic rates was localised.

Under the previous national scheme all income and charges to the fund were pooled by
central government for redistributed. The amount the authorities received was determined
before the start of the year with any variations to income and charges to the fund being
shared as part of subsequent years allocations from the pool.

Under the localised scheme income and charges to the fund are shared locally in fixed
proportions. Any surplus or deficit will be recovered from the local participants in
subsequent years in the same proportions. The Comprehensive Income and Expenditure
Statement (or equivalent) for each party will need to reflect their share of the surplus or
deficit for the year. This is then adjusted through the Movement in Reserves Statement to
arrive at the share of non-domestic rates expected at the start of the year.

The format of the statement has been amended to reflect the localisation of non-domestic
rates and revised reporting requirements. Although the 2012/13 figures have been
represented in the amended format the opening and closing balances for the year, and
movement in the year are unchanged.
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3. Council Tax

Tax base at 31 March 2014
Tax band Properties Exemptions Band D Band D

& discounts  multiplier equivalent
A 11,417 (2,057) 6/9 6,240
B 19,334 (2,309) 7/9 13,243
C 17,487 (1,603) 8/9 14,119
D 11,553 (910) 9/9 10,643
E 8,684 (683) 11/9 9,779
F 3,582 (265) 13/9 4,791
G 1,697 (124) 15/9 2,622
H 160 (24) 18/9 272
Total 73,914 (7,975) 61,709

Council tax charge per band D property for 2013/14 £1,557.92
Council tax charge per band D property for 2012/13 £1,519.28

4. Non Domestic Rates (NDR)

The uniform business rate set by the Government for 2013/14 was 46.2p (2012/13
45.8p).

Total rateable value at 31 March 2014 £140.8m
Total rateable value at 31 March 2013 £141.4m

5. Non Domestic Rates Appeals

The provision is based upon the latest list of outstanding rating list proposals provided by
the Valuation Office Agency. It is an estimate based on changes in comparable
hereditaments, market trends and other valuation issues, including the potential for certain
proposals to be withdrawn. The estimate includes appeals and proposals in respect of live
and historic Rating List entries. It does not include any allowance or adjustment for the
effects of transition or for changes in liability. The estimated provision is made up of
individual estimates for the outcome of each outstanding appeal rather than a mean
estimate for all appeals. The appeals provision was based on a review by expert opinion
from “inform CPI Limited”. It should be noted that the impact on the Council of appeals, as
well as other NDR, is limited by the Safety Net calculation (the calculation of which is
limited by regulation).

A 10% variation in the estimated provision would be £0.513m for the Collection Fund.

It should be noted that no adjustment, or other disclosure, has been made in respect of
NDR Appeals that have yet to be lodged by local businesses.
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GLOSSARY OF TERMS AND ABBREVIATIONS

GLOSSARY OF TERMS

Accrual
The recognition of income and expenditure as it is earned or incurred, rather than as cash is
received or paid.

Actuarial Assumptions
These are predictions made for factors that will affect the financial condition of the pension
scheme.

Amortisation
The gradual write off of initial costs of assets.

Asset
An item having value to the Council in monetary terms.

Balance
Unallocated reserves held to resource unpredictable expenditure demands.

Business Improvement District
A levy on local business to provide funding to develop the immediate area covered by the levy.
The levy is agreed by majority vote.

Capital Charges
Charges made to service department revenue accounts, comprising depreciation (where
appropriate) based on the value of the asset employed.

Capital Expenditure
Expenditure on the acquisition of non-current assets which will be used in providing services
beyond the current accounting period, or expenditure on non-current assets.

Capital Financing Charges
The annual cost of depreciation, leasing charges and other costs of funding capital
expenditure.

Capital Adjustment Account

The account which reflects the extent to which the District Council's resources have been
applied to finance capital expenditure and to meet future debt redemption or other credit
liabilities.

Capital Receipts

Income received from selling non-current assets.

Carrying amount
The value of an asset or liability in the Balance Sheet.

CIPFA
This is the Chartered Institute of Public Finance and Accountancy which is an institute that
represents accounting in the Public Sector.

Collection Fund
A separate fund that records the income and expenditure relating to council tax and non-
domestic rates.
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Community Infrastructure Levy

An amount payable by developers (commercial and domestic) in respect of new buildings
created within the District. The Levy must be used to provide infrastructure; decisions on which
are taken by District and Parish Councils.

Contingent Liabilities
These are amounts that the Council may be, but is not definitely, liable for.

Council Tax
A tax paid by residents of the District that is based on the value of the property lived in and is
paid to the Council and spent on local services.

Creditors
These are people or organisations which the Council owes money to for goods or services
which have not been paid for by the end of the financial year.

Current Assets
These are assets that are held for a short period of time, for example cash in the bank,
inventories and debtors.

Debtors
Sums of money owed to the District Council but not received at the year end.

Depreciation

The amount an asset has dropped in value is the amount it has been judged to have
depreciated. Accountants use depreciation to demonstrate how much of the property, plant
and equipment value has been used and therefore lowered during a financial year, for
example because of wear and tear.

Earmarked Reserves
Money set aside for a specific purpose.

Exceptional Item

A material item in the Comprehensive Income and Expenditure Statement that falls within the
ordinary activities of the Council but which needs to be disclosed separately by virtue of their
size to give a fair presentation of the accounts.

Fair value
The amount for which an asset could be exchanged or a liability settled, between
knowledgeable, willing parties in arms length transaction.

Finance Lease

A lease is a financial agreement to pay for an asset, for example a vehicle, in regular
instalments. A finance lease transfers substantially all of the risks and rewards of ownership of
an item of property, plant and equipment to a lessee.

Impairment
A reduction in the value of property, plant and equipment to below its carrying amount on the
Balance Sheet.

Impairment of debts
This recognises that the real value of debt is less than the book value.

Intangible Assets
A non-physical item which provides future economic benefits. This Council’s intangible assets
comprise computer software licences.
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Liabilities
Amounts due to individuals or organisations which will have to be paid at some time in the
future. Current liabilities are usually payable within one year of the Balance Sheet date.

Liquid Resources
Current asset investments held as readily disposable stores of value, either readily convertible
into cash, or traded in an active market.

Minimum revenue provision
The minimum amount that must be charged to the revenue account each year to provide for
the repayment of monies borrowed by the Council.

Non Domestic Rates

Rates which are levied on business properties. From 1% April 2013, as a consequence of The
Local government Finance Act 2012, a local Non Domestic Rating regime was introduced that
included the business rates retention scheme. See also Tariff and Safety Net.

Operating Leases

A lease is a financial agreement to pay for an asset, for example a vehicle, in regular
instalments. An operating lease is where the ownership of the non-current asset remains with
the lessor.

Precept
A payment to the Council's General fund, or another local council, from the Council's
Collection Fund.

Prior Year Adjustments
These are material adjustments applicable to previous years arising from changes in
accounting policies or from the correction of fundamental errors.

Property, Plant and Equipment
Non-current assets that give benefit to the District Council and the services it provides for
more than one year.

Provisions
Monies set aside for liabilities or losses which are likely to be incurred but where the exact
amounts or dates on which they will arrive are uncertain.

Reclassification

Where comparative (prior year) figures are reclassified into new categories of income or
expenditure, and the change has not been the result of a material error or accounting policy
but the amount is “material” then this is a reclassification.

Responsible Financial Officer

The designated post within the Council, as determined by the Accounts and Audit Regulations
2011, which holds the statutory S.151 responsibility (Local Government Act 1972). This
responsibility is in respect of ensuring the proper administration of the Council’s financial
affairs. This post was formerly known as Chief Financial Officer.

Restated

Where there has been a material error in the accounts or a new accounting policy has been
applied, then the comparative (prior year) figures have to be “restated” as if the correction or
policy had been in place as at the end of the previous financial year.

Revenue Expenditure Funded from Capital under Statute
Spending on items normally classed as revenue but which are defined by statute as capital
e.g. improvement grants.
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Revaluation Reserve The account that reflects the amount by which the value of the
Council’s assets has been revised following revaluation or disposal.

Revenue Expenditure
Spending on day-to-day items, including salaries and wages, premises costs and supplies and
services.

Revenue Support Grant
A grant from Central Government towards the cost of providing services.

Safety Net

The scheme for localising Non Domestic Rates (NDR) includes a safety net provision. Where
the actual NDR after Tariff is less than 92.5% of the funding baseline, Central Government
makes a safety net payment to the Council equal to the difference between the actual NDR
and the funding baseline.

Section 106
Under planning regulations developers can be requested to make contributions to on and off-
site facilities required as a result of their development.

Tariff

The scheme for localising Non Domestic Rates (NDR) includes baselines for both the amount
of NDR the Council receives and the amount of Council funding from NDR. The Council pays
Central Government a Tariff equal to the difference between the two baselines.

True and Fair View Override

As required by the Accounts and Audit Regulations 2011, paragraph 8.2, the Responsible
Financial Officer is required to certify that the statement of accounts presents a true and fair
view of the financial position of the Council. However, as a consequence of IFRS, this has
introduced the principle of the “true and fair view override”. This means, where the
Responsible Financial Officer considers that to give a true and fair view would actually require
the Council to provide misleading information i.e. to provide an actual outturn figure would
actually show to the reader an unexpected financial position, the Responsible Financial Officer
is permitted to provide alternative figures providing such divergence from the “true and fair
view” is appropriately acknowledged in the notes to the accounts.

ABBREVIATIONS

AVC Additional Voluntary Contributions

BID Business Improvement District

CFR Capital Financing Requirement

CIES Comprehensive Income and Expenditure Statement
CIL Community Infrastructure Levy

CIPFA Chartered Institute of Public Finance and Accountancy

CPFA Chartered Public Finance Accountant
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DCLG

DHC

DMO

DRC

EUV

FMV

FTE

HMRC

IAS

IFRIC

IFRS

IPSAS

LGPS

LLPG

MMI

MRP

NBV

NDR

NNDR

NPV

PPE

PWLB

Annual Financial Report
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Consumer Price Index

Department for Communities and Local Government
Depreciated historical cost

Debt Management Office

Depreciated replacement cost

Existing Use Value

Fair Market Value

Full Time Equivalent

HM Revenue & Customs

International Accounting Standards

International Financial Reporting Interpretations Committee
International Financial Reporting Standards
International Public Sector Accounting Standards
Local Government Pension Scheme

Local Land and Property Gazetteer (UK)
Municipal Mutual Insurance

Minimum Revenue Provision

Net Book Value

Non Domestic Rates

National Non Domestic Rates (Business Rates)
Net Present Value

Property, Plant and Equipment

Public Works Loans Board
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REFCUS

RICS

RPI

RSG

RSL

$106

SIC

SOCITM

SOLACE

SSAP
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Revenue Contribution to Capital Outlay (also known as Direct Revenue
Financing)

Revenue Expenditure Funded from Capital Under Statute
Royal Institution of Chartered Surveyors

Retail Price Index

Revenue Support Grant

Registered Social Landlord

Section 106

Standing Interpretations Committee

Society of Information Technology Mangement

Society of Local Authority Chief Executives

Statement of Standard Accounting Practice

UK GAAP UK General Accepted Accounting Practice

Key to Photographs

Front Cover
(top to bottom)

Bridge over River Ouse linking Huntingdon to Godmanchester
Bridge over River Ouse in St Ives

Ramsey War Memorial

Riverside Park, St Neots

Back Cover
(top to bottom)

Boat on the River Ouse from the bridge in St Ives
Left: Clock Tower in Warboys

Right: Statue of Oliver Cromwell in St Ives

Ruins of Ramsey Abbey Gatehouse

Sunset at Grafham Water
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HUNTINGDONSHIRE DISTRICT COUNCIL

Title: Annual Report of the Panel

Meeting/Date: Corporate Governance Panel — 25 September 2014
Executive Portfolio:  Resources: Councillor J A Gray

Report by: Internal Audit & Risk Manager

Ward(s) affected: All Wards

Executive Summary:

The Panel present a formal annual report to the Council on the work that it has
undertaken each year. The draft annual report in respect of the year ending
September 2014 is attached.

At the time of writing the annual report, the External Auditor’'s ISA 260 Report had
not been received. Within the annual report, under the Section ‘Approving the
Annual Financial Report 2013/14’, there is a paragraph that deals with the External
Auditors opinion on the financial statements and achievement of value for money. It
will not be known if that paragraph has to be amended until the ISA 260 Report has
been received.

To deal with this, it is proposed that the Chairman of the Panel be given delegated
authority to approve any changes to the report prior to its submission to Council.

Financial Implications

There are no financial implications arising from this report.

Legal Implications

There are no legal implications arising from this report.

Recommendation:

It is recommended that the Panel:
1. Review the draft annual report and decide what changes , if any, they wish to
make;
2. Delegate to the Chairman of the Panel the authority to approve any changes
to the report; and
3. Submit the report to the December 2014 Council.
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Corporate Governance Panel minutes and reports.
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Corporate Governance Panel

Chairman’s Annual Report to Council

for the year ending 30 September 2014

Draft for comment
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Introduction by the Chairman of the Corporate Governance Panel

This is the fourth annual report on the work of the Corporate Governance Panel and
the first one that | have presented as Chairman of the Panel.

The report is intended to demonstrate to the Districts resident’s and other
stakeholders the importance of good governance and the contribution the Panel
makes to achieving that aim. The Panel’'s meetings are open to the public and its
reports are available on the Council’'s webpages and | welcome the public’s
attendance at our meetings.

The report provides an overview of the key issues considered by the Panel during the
year ending September 2014. The Panel is of the view that the Council’s governance
and internal control procedures are generally sound — however everything is not
perfect — it is acknowledged that there is room for improvement.

The external auditor, after completing their audit of the 2012/13 Statement of
Accounts, issued their Annual Report to the Panel in September 2013. They remarked
upon a perceived lack of a ‘culture of compliance’ in the areas of project
management, procurement and contracting. The Panel were aware of control failings
in these areas and the external auditors statement re-emphasised to the Panel the
need for change. | am glad to be able to report that improvements have been made,
although not as quickly as the Panel would have liked.

The Internal Audit & Risk Manager in his annual report, stated that it was his opinion
that the Council’s internal control environment and systems of internal control as at 31
March 2014 provide limited assurance over key business processes and adequate
assurance over financial systems.

Whilst the Council’s Annual Financial Report (AFR) is prepared for the year ending
March, the key assurance that the Panel provides to the Council is via the Annual
Governance Statement. This Statement has to reflect the governance position of the
Council at the date when the AFR is approved, which was September 2014.

Changes are being proposed by the Government that will bring forward the approval
date from September to July, for the 2017/18 AFR. The Panel will adjust their work
schedule to comply with this change, if it is introduced.

I would like to thank all the Members who served on the Panel during the year and
those Officers who have supported its work, particularly Mr Colin Meadowcroft (Head
of Legal and Democratic Services) and Mr Steve Couper (Assistant Director (Finance
& Resources)) who both left the Authority during the year. They both ably supported
the work of the Panel since it was formed in 2004.

Councillor Greg Harlock,
Chairman, Corporate Governance Panel
September 2014
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Terms of Reference

The Panel’'s Terms of Reference require it to discharge the functions of the Council in
relation to the corporate governance of the Council.

The Terms of Reference in place for the year ending September 2014 are included at
the end of this report. They cover the following areas:

Reviewing the Council’s constitution and Code of Corporate Governance
Approving the Annual Governance Statement and Statement of Accounts
Considering the effectiveness of risk management arrangements

Internal and external audit activities, including annual reports and the external
auditor’s ‘charged with governance’ report

¢ Anti-fraud and whistleblowing arrangements

e Feedback and complaints

The Terms of Reference are reviewed annually by the Panel during their own
‘effectiveness review’ which this year was completed in August 2014.

CIPFA' issued revised audit committee guidance in December 20132. The Panel took
the opportunity during the effectiveness review to compare their Terms of Reference

against those contained within the CIPFA guidance. A number of changes are being

proposed and amendments will be submitted to the December 2014 Council meeting
for consideration and approval.

Effectiveness
An effective Corporate Governance Panel can bring many benefits, including:

e raising greater awareness of the need for internal control and the
implementation of agreed audit recommendations;

e increasing public confidence in the objectivity and fairness of financial and
other reporting;

¢ reinforcing the importance and independence of internal and external audit and
other similar review process; and

e providing additional assurance through a process of independent and objective
review.

The Panel’'s work activities have been designed so that they not only provide
assurance to the Council and meet the Terms of Reference, but also allow the Panel
to make a positive contribution towards maintaining good governance practices across
the Council.

' The Chartered Institute of Public Finance & Accountancy
2 Audit Committees, Practical Guidance for Local Authorities and Police

201



SY Sl JO Juswabeuew
pue Ja)sibal
)Sl 8y} paMaINay

SJUNODJE JO Juswalels
¥1/€10Z 84l peroiddy

ueld
uoljoe pue 2oueulanob
ypum pabieyd asouy) 0}

yodal, #1/€10¢ sloypny
[BUISIXT By} paIapIsuo)

juswalels
2oueuIanob jenuue
¥1/€10Z 8yl paeroiddy

¥10Z 12quiaydag

SaI}IAIJOR 80UE||IBAINS
HaA09 Jo Juswabeuew
S,|lounoY) 8y} uo
uodal JauoIsSIWo)
aoue|IoAINg

O 92O 8y} PSION

[dued uono8}0Id
9 Buisuaol]/eaRIWWo)
Buisuaol ay} Jo malnal

SSBUBAI08YS 8y} JO
3WO2IN0 By} PaMBINSY

ue|d jipne |eulalul
Gl/¥10Z 8y} penoiddy

aoueldwod

[0Jju0D Aoy aAoidwil

0] papusajul ays

Moy Jo)oaliq Buibeuey
3y} yim passnasig

yLoz AInp

71/€10¢
AAnoe wes |
pnei4 8ajelodio)) e

VT = TR

weib ¢1/z10g ¥pne
|[euJa1Xd pamalnay

Juswiaje)s aoueulanob
jenuue ¢L/gL0¢

8y Ul pauIejuod sanssl
BuionpoJiul uo spew
ssalbolid ay) peloN

14104
yoJlep\ 01 Jeah ayy

Joy} ‘uoiuido pue uodal
[enuue Jipne |eulajul
ay] paJapisuon

90INIBS
lipne [eulajul sy}

JO Malnal Jead |eusaixa
ay} JO 8WO0oIN0

ay} paJapisuo)

y1o0z Aepy

solo1j0d Bunnunoooe

0} sebueyd panoiddy e

yooqgpuey aakojdwa
3y} pamainay

Sysl Jo uawabeuew
pue Jo)sibal
3SLI 8Y) PpOMaINSY

v4d1D Aq penssi
aouepIinb aaIWWo9

1pNE Mau paloN

¥1/€10¢ Jo} ueid ypne
[BUIBIXS POMBIASY

JuswiaINo0Id
40 3P0 By} Yum
aoueldwod 18210
uoddns 0] paanpoJul
saJinseawl 8y} peloN

¥10¢ Yysie

P8AI908l SUI8OU0D
Bumojgapsiym o
€L/ecioc
Ajaijoe wes |
pnel4 ejelodio] e

suoluido pue

suodal 1pne |eulajul
ul pasn ABojoulwia}
8y} uo yodeau e pajoN

SUOI}EPUBWIWO3]
Jpne [euJaxa

paaibe Buionposjul

ul ssaiboid ayy pajoN

paliluspI UIsduod Jo
sanssi pue ue|d jipne

[eutsiul 1/€10C 9}
10 AloAljap pamainay

SAljeniu| pnel4

leuoneN Z10g au} wouj
S8W09)N0 8y} PSJON

Ao1j0d uonnoasold
pnelq ayl paroiddy

v10z Adenuep

Aynuuo)
ssauisng ajesodio)) e
suodal jenuue Malnay

sdnoub aoue
-uJan0b 18210 XIS dn
Bumes Aq eoueldwod
Jo ainyno ayj N\
anolduwli, 01 0ol Q
) . 2
Buibeuel ay1 Agq uaye)
dAljeniul ayj psjoN

ssa004d mainal Aed
pue uonjenjeAs qol ay}
JO MalABI JIpNe |eulaul
8y} palapisuo)

alnpaosold g Aoijod
Buimojgapsiym ayy
0} sabueyd panoiddy

€102 JaqWanoN

‘sabed Buimol|o) 8y} uo pue mojaq a|ge} 8y} Ul pals| S [dued 8y} AQ pajonpuod SSauIsNg ulew ay} JO SUIjINO Jalq
‘pouiad Buiiodals ay) Buunp sawiy XIS JaW [pued ay |



How effective is the Panel?

The Panel, at the conclusion of their own effectiveness review, considered
themselves to be acting effectively and fulfilling their Terms of Reference. The
following opportunities to further improve effectiveness were identified:

The Panel is to develop a work plan so that it can proactively seek assurance
upon areas of concern.

The continued poor performance with the introduction of agreed internal audit
actions remains a matter of concern. A report detailing the progress that is
being made with the introduction of agreed audit actions is to be presented to
each Panel meeting.

Members of the Panel will be requested to complete a skills assessment to
identify training needs.

The scheduling of Panel meetings is to be reviewed with a view to the Panel
meeting two weeks prior to Council. This will allow any recommendations
made (on Constitutional or other significant governance issues) by the Panel
to be considered by Council in a timely manner.

Whilst the earlier table details the areas considered by the Panel, the significant
issues of note are summarised in the following paragraphs.

The overall governance of the Council

Review of the Code of Corporate = The Panel continue to take a pro-active role.

Governance and the evidence The information and evidence statements
that supports how the Council is  prepared by Officers that show how the
delivering against it. Council is performing against its key

governance aims and principles are robustly
challenged. This approach is in line with best
practice and ensures that any significant
issues for inclusion in the Annual Governance
Statement are discussed and agreed with the
Panel before the first draft of the Statement is

prepared.
Approving the Annual The 2013 Annual Governance Statement
Governance Statement on behalf (AGS) was radically different in content and
of the Council. design than that of previous years. The 2014

AGS has been written in a similar style.

The approach the Panel took in writing a
Statement that is at a high level, strategic and
in an open and readable style has been
recognised by CIPFA. The Internal Audit &
Risk Manager was invited to two of their
training events to outline the approach the
Panel takes to preparing the AGS.

The Panel believe that it is important that our
stakeholders understand the Council’s
governance structures and have introduced
into the 2014 AGS a ‘timeline’ that provides
brief details of significant governance changes
that have been made during the year.
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Significant governance issues
included in the 2013/14 Annual
Governance Statement:

~ Explain the Council vision

~ Develop the performance ‘golden

thread’™

~ Review partnership
commitments*

~ Comply with procurement rules

In noting the progress that had been made in
delivering the six significant governance
issues identified in the 2012/13 AGS, the
Panel noted that two* of the six issues had not
been fully addressed. As they remained
outstanding they have been included in the
2013/14 Statement.

Following concerns that the Panel had with
Officer's non-compliance with the Code of
Procurement, they recommended to the
Council in November 2013 a number of
changes to the Code of Procurement to
enforce Officer compliance.

In March 2014 the Procurement Manager
updated the Panel on the measures that had
been taken and were planned to be taken to
reinforce the message to Officer’s that they
must comply with the Code of Procurement.
Whilst there have been no major non-
compliance issues identified during the year,
the Panel consider that reinforcing compliance
with the Code of Procurement should remain
a significant governance issue for 2013/14.

Approving the Annual Financial Report 2013/14

Unqualified financial statement
and value for money opinion
issued by the external auditor.
(This paragraph may be subject to
change).

Panel are concerned that they
don’t have sufficient opportunity
to review and challenge the
annual financial report.

The Panel has requested the
Responsible Financial Officer to
provide it with an Annual Report
to evidence the arrangements
that are in place across the
Council to support the
achievement of Value for Money
(VFM).

The 2013/14 financial report was externally
audited and approved prior to the statutory
deadline of 30 September 2014. The external
auditors issued both an unqualified value for
money and financial statement opinion.

Changes introduced by the Accounts & Audit
Regulations 2011 removed the statutory
requirement for the Panel to approve the
financial statements prior to them being
externally audited. Both the 2012/13 and
2013/14 ffinancial accounts’ were therefore
not presented to the Panel until its September
meeting and only a matter of days before the
statutory deadline for their approval. This
gave the Panel little time to discharge their
terms of reference responsibilities.

The Council has a responsibility to deliver its
services economically, efficiently and
effectively. It does not have a specific
framework/strategy that outlines how this will
be achieved. A lot of information on how VfM
is being delivered is available, but not collated
or reviewed by Members. Providing a formal
report to the Panel (and possibly other
Member forums) will allow the Panel to form a
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view as to the effectiveness of the
arrangements for ensuring VfM is being
achieved.

Internal audit plan and annual opinion

The annual opinion of the Internal
Audit & Risk Manager as at 31
March 2014 was that the
Council’s internal control
environment and systems of
internal control as at 31 March
2014 provided limited assurance
over key business

processes and adequate

assurance over financial systems.

Consistently poor performance in
introducing on time, agreed audit
actions.

The Internal Audit Service were
subject to an external,
independent peer review in March
2014. The review concluded that
Internal Audit is effective in
delivering:

~ credible assurance

~ improved management of risks

The Panel were disappointed that for the
second consecutive year, a limited opinion
was given over key business processes.

At the time they considered the annual audit
report (May 2014) Panel noted that little
progress had been made in the areas of
project management (a PM toolkit was
launched in June 2014) and within overall
establishment control and that nine “limited”
and one “little” assurance audit reports had
been issued.

The Panel are concerned that the Facing the
Future programme and the need to drive out
savings and efficiencies may lead to
increasing numbers of internal audit reports
being issued that are in the ‘limited’ or ‘little’
categories.

Panel have continued to express concern and
disappointment at the low number of agreed
audit actions that were introduced on time and
called for improved management control and
oversight to reduce the number of internal
audit reviews with poor assurance opinions.
The Managing Director attended the July
2014 Panel meeting to specifically deal with
both of these points. She assured the Panel
that a culture of compliance was being
promoted throughout the authority. The
implementation of agreed audit actions would
be a priority for the Management Team

The Panel have considered how they could
exert influence over the area of audit actions,
and have decided to consider at each future
meeting, commencing November 2014, the
current performance achieved.

The Internal Audit Service are required by
Regulation to review how effectively they work
each year. After considering the 2011 review
the Panel requested that an external peer
review of the service be conducted.

Identifying a person to undertake the peer
review has been challenging. The cost of
using the professional bodies or accountancy
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~ improved corporate governance
arrangements and

~ support to the achievement of
corporate objectives.

(Commissioning an independent
review of internal audit was
identified as a development issue in
last year’s report).

Approving the internal audit work
plan

firms were too high. In September 2012, Mr
Richard Gaughran, the Head of the Welland
Internal Audit Consortium agreed to undertake
the review at no cost to the Council. Due to
other commitments, Mr Gaughran was not
able to undertake the review until March 2014.
In the intervening years, the Internal Audit &
Risk Manager continued to undertake a self-
assessment review.

The Panel are pleased with the outcome of
the review; which showed that the internal
audit service is effective.

The Panel approved the internal audit plan for
2013/14 in July 2014, some 4 months into the
current financial year. The Panel agreed to
this delay due to the impact of the senior
management re-structure and the uncertainty
surrounding proposals for the sharing of a
number of services. The audit plan that was
approved included these areas.

Countering fraud and the work of the Corporate Fraud Team

The Panel’s fraud working group
has continued to meet and gained
a fuller understanding of the
fraud risks faced by the authority
and the action that is being taken
to counter them.

Developing data warehousing and
localised data matching that
resulted in over £300,000 of new
homes bonus being identified and
claimed.

The fraud sub-group has continued to meet
regularly.

In May 2014 the Panel considered the
2013/14 annual report of the corporate fraud
team. This showed that during the year the
team had received 1,070 allegations of fraud,
investigated 330 cases and identified fraud
with a value of £444,000. It prosecuted 28 of
the most serious cases and a further 34
individuals were cautioned or fined. It also
worked with registered social landlords to
recover 11 social housing properties that were
being used unlawfully.

Amongst District Council’s the Corporate
Fraud Team is leading the way in the use of
data warehousing and data matching. An
initiative that is wholeheartedly supported by
the Panel.

During 2013/14 a one off data matching
exercise was undertaken that resulted in a
large number of potential frauds or
discrepancies being identified across a
number of service areas. The most noticeable
of these, in terms of financial rewards, was
the identification of 34 long term empty
properties that were in occupation raising over
£300,000 in new home bonus
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The Corporate Fraud Team won
the innovation category in the
National Fraud Authority, Fighting
Fraud Awards 2013.

Investigating the creation of a
shared fraud service

Updating the whistleblowing
policy and guidance.

Fraud e-learning course to be
made available to all employees.

(Launching the fraud course was
identified as a development issue in
last year’s report).

Reviewing the Constitution

The November 2013 Council
meeting adopted the
recommendations of the Panel
and introduced a number of
changes to the Code of
Procurement to reduce the

In early 2013 the Council received funding
from both the Local Government Association
and the Department for Communities and
Local Government to establish a County wide
fraud-hub based upon the data-warehousing
principles. This initiative has been supported
by the Panel and has already uncovered
additional fraud and error. The innovative
work that is being undertaken was recognised
through the Fighting Fraud Awards.

The Audit Commission have also included,
within their 2013 ‘Protecting the Public Purse’
report, the work that the fraud team have
undertaken on tenancy fraud and data-
matching as an example of good practice.

Due to the successful and innovative work
that the fraud team has carried out, it has
been approached be a number of
neighbouring authorities to create a shared
fraud service. Again the fraud working group
has been kept informed of these
developments and been consulted regularly
about how such a service would operate and
its impact upon the authority.

In December 2012, the Panel reviewed the
Council’s whistleblowing policy and guidance
to ensure it remained fit for purpose. Changes
were made to reflect legislative changes
arisen from the Enterprise and Regulatory
Reform Act 2013. A ‘protected disclosure’ is
now recognised by the Council as one that is
made ‘in the public interest’.

A fraud and corruption awareness e-learning
course devised by the National Fraud
Authority and Deloitte’s was uploaded onto
the Council’s e-Learning system.

The e-learning course will help to raise staff
awareness of fraud risks and gives advice on
how to identify and report suspected
incidences of fraud.

The Panel is responsible for proposing to
Council, changes to the Council’s
Constitution.

In previous years Panel have undertaken a
review of the Constitution towards the end of
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opportunity for contractors to
influence the tendering process.

Removal of the Employee Code of
Conduct from the Constitution
and introducing an Employee
Handbook.

(Introducing the employee handbook
was identified as a development
issue in last year’s report).

each financial year so allowing changes to be
considered by Council and adopted from the
start of the municipal year. During the year to
September 2014, four reviews have been
undertaken of various aspects of the
Constitution. The Panel wish to revert to an
annual review, only having to recommend
changes to Council in exceptional
circumstances.

One such exceptional case arose in
November 2013 when Panel considered that
urgent changes to the Code of Procurement
were required to reduce the opportunity for
contractors to influence the tendering process.

The Panel, also made a number of
recommendations to the Council in respect to
the Constitution. These included:

¢ Removing independent co-opted members
of the public from the Overview & Scrutiny
Panels and introducing ‘one-off’ experts to
assist with specific reviews.
¢ Allowing photography, broadcasting or
recording of public meetings.
¢ Changes to improve the management of
Council meetings and the Members
Allowances Scheme.
¢ Transferring the following functions from
the Panel to the Standards Committee:
Determining and monitoring compliance
with the Council’s feedback procedure
and compensation payments; and
Considering the reports of the Local
Government Ombudsman.

One of the major initiatives progressed by the
Panel in recent years has seen the
introduction of an Employee Handbook.

The Handbook, which is not a part of the
Constitution, contains a code of ethics based
around the Seven Principles of Public Life (the
Nolan Principles) and describes the
standards, attitudes and behaviours expected
from all employees.

The Managing Director is responsible for
keeping the Handbook up-to-date and
ensuring that all employees receive a copy
and understand its contents. The Employment
Panel have taken over the responsibility for
the oversight of the Handbook’s contents.
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The management of risk

Cabinet have taken over
responsibility for the approval of
the risk management strategy.
The Panel are to continue to
concentrate on ensuring there are
effective arrangements for the
management of risk.

During the year, the Council agreed that
responsibility for approving the Council’s risk
management strategy should move away from
the Panel and become the responsibility of the
Cabinet. The Cabinet approved the risk
management strategy in July 2014 and
appointed a Member risk management
champion.

The Panel received reports in March and
September 2014 that detailed the changes to
the risk register in the previous six month
periods and the level of assurance that
management were providing on the operation
of controls that mitigated inherent risks. This
information supports both the annual
governance and statutory reporting
processes.

The areas referred to above deal with the core business of the Panel. A number of
reports and other issues were also considered during the year that had a direct
impact upon governance systems and processes across the Council. The most

significant of these were:

Considering the outcome of the effectiveness review of the Licensing
Committee and Licensing & Protection Panel. The Panel noted that both the
Committee and Panel were generally acting effectively.

Introduction of an Officer led Governance Board and supporting Working
Groups. Responding to the external auditor’s statement about the perceived
lack of a ‘culture of compliance’, the Managing Director informed the Panel in
November 2013, that six governance groups were to be set up, reporting
directly to a Governance Board. These groups would be responsible for raising
awareness of the importance of good governance across the Council, in the

areas of:
Risk
Customers
Finance

Project Management
Culture and Compliance
Procurement

With regard to the progress of the new Governance Boards, Members were
assured that they and the Overview and Scrutiny Panels would be kept

informed of their progress.

Future Developments

The Panel wish to continue to build upon the solid governance processes and
procedures that are in place across the Council. In addition to the opportunities for
improvement that are listed earlier in the report, there are other developments

planned.

Introducing an assurance framework to improve the information gathering
process for the annual governance statement.

Undertake an effectiveness review of the S106 Agreement Advisory Group.
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Appendix A
Corporate Governance Panel
Terms of Reference approved by Council 30 April 2014

To discharge the functions of the Council in relation to the Corporate
Governance of the Council and to be the Council’s “Audit” Committee.

The Panel supports the Council and Managing Director by reviewing the
comprehensiveness and reliability of assurances on governance, risk management, the
control environment and the integrity of financial statements. It provides this support by:

10.

11.

12.

13.

GOVERNANCE

Regularly reviewing the Council’'s Code of Corporate Governance and
recommending any changes to the Council.

Ensuring that there are systems in place so that all decisions take appropriate
account of any significant impact on the Council’s system of corporate
governance.

Approving the annual governance statement and reviewing the achievement of
any outstanding improvements.

Considering proposals to change the Council’'s Constitutional arrangements and
making appropriate recommendations to the Council.

RISK MANAGEMENT
Ensuring there are effective arrangements for the management of risk across the
Council.

INTERNAL AUDIT
Ensuring there are effective arrangements for the system of internal audit of the
Council including:

» considering a regular review of its effectiveness

* reviewing and approving the internal audit charter;

* approving internal audit plans and receiving reports on progress in delivery

EXTERNAL AUDIT
Receiving and considering external audit reports including the adequacy of
management response to issues identified.

FINAL ACCOUNTS
Approving the accounting policies, statement of accounts, and considering any
matters arising from the audit.

FRAUD AND CORRUPTION

Reviewing and monitoring the policy, procedure and arrangements for
investigating disclosures under the Public Interests Disclosure Act 1998
(whistleblowing).

Monitoring the Anti-Fraud and Corruption Strategy and receive annual updates
on countering fraud.

ANNUAL REPORT

Reviewing and monitoring the policy, procedure and arrangements for Through
the Chairman, the Panel will provide the Council with an annual report, timed to
support finalisation of the financial statements and the Governance Statement,
on how it has discharged its responsibilities.

RESOURCES

The Panel may:

Request relevant Executive Councillors, Panel Chairmen, Managing Directors,
and Heads of Service to attend Panel meetings in order to assist the Panel in
reaching its conclusions.

Within budgetary constraints request information or advice from third parties to
assist the Panel in reaching its conclusions.
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Agenda ltem 6

Public
Key Decision - No

HUNTINGDONSHIRE DISTRICT COUNCIL
Title: Review of the Effectiveness of the Corporate
Governance Panel
Meeting/Date: Corporate Governance Panel — 25 September 2014
Executive Portfolio: Resources: Councillor J A Gray
Report by: Internal Audit & Risk Manager

Ward(s) affected: All Wards

Executive Summary

All members of the Panel were invited to a meeting on the 26 August to participate in
the review of their own effectiveness. Councillor’'s E Butler, G Harlock and R West
attended. After undertaking the review they concluded that the Panel was generally
acting effectively and fulfilling its terms of reference.

A number of opportunities to further improve the effectiveness of the Panel were
identified and are listed below.

1. A number of changes are required to the Panel's terms of reference (see
Appendix 1) to take into account the audit committee guidance issued by
CIPFA in December 2013. The most significant changes are:

a. Formalising the responsibility to review the arrangements for securing
value for money;

b. Building upon the functional reporting role of the Panel by requiring to
be formally consulted on proposals for the appointment of external
providers of internal audit services;

c. Considering the governance arrangements within any shared service;
and

d. Formalising the initiative introduced last year to meet privately with the
external auditor when it is considered necessary.

2. The progress report that is considered at each Panel meeting should be
amended to show the actions that have been completed in the previous year.
This will allow Panel to refer back to previously agreed actions and if
necessary, request update reports to assure themselves that the issues
identified have been actioned.

3. A report detailing the progress that is being made with the introduction of
agreed audit actions should be presented to each Panel meeting, starting
November 2014. The 2015 effectiveness review will consider if the report
should continue to be received.

4. The Panel is still largely reactive, rather than proactive in seeking assurance
upon key governance areas. So that they can gain assurance upon areas of
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concern, the Panel (either individually or collectively) should contribute more
to the development of the internal audit plan.

5. The dates of the Panel meetings should be reviewed and where possible,
after taking into account statutory reporting dates, be timetabled so that they
are held two weeks prior to Council meetings.

Last year’s review recommended that Panel Members should undertake a skills
assessment and that a formal induction training plan for new Panel Members should
be devised. Neither has been introduced. Both areas have been included in the
action plan (Appendix 2) that has been prepared to address the issues noted in the
report.

Issues for consideration by the Panel

When undertaking the review, there were two matters identified that it was felt
appropriate to refer to the Panel for further consideration. These are:

6. Improving the effectiveness of Members; and

7. The Panel receiving the draft Annual Financial Report prior to audit.

Financial implications

If any decisions are taken that require external consultants to be appointed, the costs
and budget will have to be identified. There are no other financial implications.

Legal implications

There are no legal implications arising from the report.

Recommendations:
It is recommended that the Panel:

1. Note the results of the outcome of the review of the effectiveness of the
Panel;

2. Recommend to Council the adoption of the Panels terms of reference as
detailed in Appendix 1;

3. Note and endorse the opportunities that have been identified to further
improve effectiveness as contained in the Executive Summary (points 2, 3, 4
and 5) and Action Plan (Appendix 2); and

4. Determine what action, if any, they wish take in respect of points 6 and 7.
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1.1

1.2

1.3

2.1

2.2

2.3

BACKGROUND TO THE REPORT

Whilst it is not a statutory requirement, it is considered best practice (both in
the public and private sectors) that the ‘audit committee’ review their own
effectiveness. The Panel has undertaken such a review in six of the last
seven years. This report summarises the outcome of the review of the
effectiveness of the Panel, undertaken on 26 August 2014.

The Internal Audit & Risk Manager reviewed the previous checklist of
questions and issues that had been used to assess effectiveness to ensure
they remained appropriate and covered all areas of the Panel’s terms of
reference.

The questions have been compiled over a number of years and are based
upon the Chartered Institute of Public Finance and Accountancy (CIPFA) and
the National Audit Office good practice documentation supplemented by best
practice within the private sector. This year’s review has also taken into
account the CIPFA audit committee guidance issued in December 2013. The
review considered 74 questions together with a range of supplementary
information.

OUTCOME OF THE REVIEW

The Members who attended the review meeting were of the opinion that a
checklist type approach to reviewing effectiveness is not able to assess some
of the most important features of the relationship that exists between the
Panel and those who support and report to it, namely:

¢ A frank, open working relationship

¢ A high level of mutual respect

¢ A willingness to share information freely

¢ A readiness to listen to each other’s views and discuss issues openly.

They consider that the four attributes listed above are present.

After completing their review, it was the view of the meeting that the Panel
was generally acting effectively and fulfilling its terms of reference.

In conducting the review, a number of opportunities to further improve the
effectiveness of the Panel were identified. These are listed below.

Issue Changes proposed
a. The terms of reference of the The changes proposed are listed in full
Panel need to be amended to in Appendix 1.

take into account a number of
areas that are included within the
CIPFA suggested terms of
reference for an audit committee,
as contained in the publication
‘Audit Committees: Practical
Guidance for Local Authorities
and Police 2013".
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Issue

Changes proposed

b. During the review a comparison

was made between the actions
agreed by the Panel and the
information subsequently
included in the Progress Report.
It was discovered that two
recommendations arising from a
report on improving internal
controls from September 2013
were not carried forward from one
Progress Report to another and
subsequently the agreed
recommendations have not been
introduced.

The continued poor performance
with the introduction of agreed
internal audit actions remains a
matter of concern. Whilst the
Managing Director has reported
to the Panel that delivery of the
actions would be priority for the
new Management Team, the
Panel need to take positive action
to support them in improving
performance.

The Panel is still largely reactive,
rather than proactive in seeking
assurance upon key governance
issues. The initiative introduced in
2012 of commissioning reviews
has not continued.
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The Progress Report considered at
each Panel meeting should be
amended to show both the outstanding
actions and a summary of the actions
that have been completed during the
previous 12 months.

This will allow Panel to refer back to
previously agreed actions and if
necessary, request update reports to
assure themselves that the issues
identified have been properly
addressed.

A report detailing the progress that is
being made with the introduction of
agreed audit actions should be
presented to each Panel meeting,
starting November 2014. (The report
will support the Panel’s decision of
May 2014, that the relevant Corporate
Director attend the Panel to explain the
reasons for the non-introduction of
agreed actions).

The 2015 effectiveness review to
consider if the progress made is

sufficient and whether the report

should continue to be received.

The Panel Members currently have the
opportunity to contribute to the
preparation of the Internal Audit plan.
More should be made of this and
governance areas of concern
discussed with the Internal Audit & Risk
Manager. Areas identified for inclusion
in future audit plans were:

i. The operation of the scheme of
delegation;

ii. Public communication is undertaken
in a meaningful way on service
performance, finances and
governance arrangements;

iii. Service risks arising from the
Facing the Future programme are
being identified and properly
managed; and

iv. The Officer Governance Board and
Working Groups are improving
governance, risk and internal
control arrangements across the
Council.



Issue Changes proposed

e. The current timetable of meetings The dates of the Panel meetings

3.1

3.2

3.3

3.4

3.5

is such that the Panel, on should be reviewed and where
average, meets some 30 days possible, after taking into account

prior to full Council. Following the statutory reporting dates, be timetabled
Council decision to not meet in so that they are held two weeks prior
November, it will be over 80 days to Council meetings to allow

before issues considered at the recommendations and issues to be
September Panel meeting reported in a timely manner.

(Annual Financial Report, Annual
Governance Statement, Annual
report on the work of the Panel)
are referred to Council.

OTHER AREAS FOR CONSIDERATION
Evaluating Member effectiveness

The meeting had a wide ranging discussion on how Panel Members skills and
experience could be effectively identified and assessed and what procedures
were in place to improve the performance of Members (both of those who sit
on the Panel and across the Council). Unlike employees, Members
performance is not routinely appraised or evaluated. A small number of
Members have personal development plans.

Within the private sector, it is considered ‘best practice that the performance of
the board as a whole, of its committees and of its members, is evaluated at
least once a year’ (Higgs Review 2003). Given the responsibilities of
Members to ensure that the Council is working effectively and that Cabinet in
particular have even greater responsibilities for financial and human
resources, the review group wished the Panel to consider whether it should
support the evaluation of Member performance; and if so, suggests that the
matter is referred to the Member Development Panel for further consideration.

Draft Annual Financial Report

The Accounts and Audit Regulations 2011 removed the requirement that the
Annual Financial Report (statement of accounts) had to be formally approved
by Members before the 30 June immediately following the end of the financial
year. The Annual Financial Report for 2012/13 was therefore only presented
to the September 2013 Panel meeting and the 2013/14 Report will be
presented to this meeting.

Notwithstanding the statutory requirements, the review meeting discussed the
advantages and disadvantages in receiving draft accounts prior to audit and
whether only receiving them after audit, in September, was sufficient to allow
the Panel to discharge their governance responsibilities.

The review group felt that the Panel as a whole should consider this matter.

This would also give the Panel the opportunity to hear the views of the
Responsible Financial Officer and External Audit.
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4.2

5.1

ACTIONS AGREED FROM THE 2013 REVIEW

There were seven actions agreed as a result of the 2013 review. Five have
been introduced:

Agreed Action Action Taken

The approval of the risk Change to terms of reference agreed by
management strategy should Council in November 2013.
become a responsibility of the

Cabinet.

The Panel’s terms of Change to terms of reference agreed by
reference be amended. Council in November 2013.

The terminology associated Report presented to Panel in January 2014.

with individual and annual
audit assurance opinions and
risk register control assurance
statements to be explained.

Internal audit reports are Reports emailed in September 2013 and then
circulated to Panel members. on a quarterly basis.

The Panel to prepare a formal  Presented to Council in November 2013.
annual report.

The two outstanding actions both relate to the identification of skills and
training needs of Panel Members and are listed below. They have both been
included in the action plan arising from this review.

Agreed Action

Members of the Panel to complete a skills assessment to identify training
needs.

A formal induction training plan should be developed. The training plan be
delivered to Members within 3 months of their appointment to the Panel.
TIMETABLE FOR IMPLEMENTATION

Appendix 2 contains an action plan based upon the outcome of the review. A

report will be presented to Panel in March 2015 outlining the progress that has
been made.

LIST OF APPENDICES INCLUDED

Appendix 1 — Proposed terms of reference
Appendix 2 — Action plan

BACKGROUND PAPERS

Notes of 26 August 2014 meeting, effectiveness of the Corporate Governance Panel.

CONTACT OFFICER

David Harwood. Internal Audit & Risk Manager
Tel No. 01480 388115
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Appendix 1
Corporate Governance Panel
Proposed Terms of Reference

The Corporate Governance Panel Fe discharges the functions of the Council in relation
to the-C corporate G governance matters efthe-Couneil and acts as te-be the Council’s
“Audit” Committee.

The Panel supports the Council and Managing Director by reviewing the
comprehensiveness and reliability of assurances on governance, risk management, the
control environment and the integrity of financial statements. It provides this support by
across the following areas:

GOVERNANCE

1. Regularly reviewing the Council’'s Code of Corporate Governance and
recommending any changes to the Council.

2. Ensuring that there are systems in place so that all decisions take appropriate
account of any significant impact on the Council’s system of corporate
governance.

3. Review the effectiveness of the governance arrangements within any
outsourced and/or shared service.

4. To consider the arrangements to secure value for money and review
assurances and assessments on the effectiveness of these arrangements.

5. Review and approve Appreving the annual governance statement and
reviewing the achievement of any outstanding improvements.

6. Considering proposals to change the Council’'s Constitutional arrangements and
making appropriate recommendations to the Council.

RISK MANAGEMENT
7. Ensuring there are effective arrangements for the management of risk across
the Council.

INTERNAL AUDIT
8. Ensuring there are effective arrangements for the system of internal audit of the
Council including:

* reviewing and approving the internal audit charter;

 approving internal audit plans, significant changes to the plan and/or its
resourcing requirements and receiving the internal audit annual (and
interim) reports on progress in delivery;

» monitoring the introduction of agreed audit actions;

» considering upon request, specific internal audit reports;

* considering-a-regular review-of itseffectiveness annually reviewing
internal audit effectiveness including contributing to the quality
assurance and improvement programme and the external review.

9. To be consulted by the Responsible Financial Officer on proposals for the
appointment of external providers of internal audit services and/or shared
internal audit services.

EXTERNAL AUDIT
10. Receiving and considering external audit reports including the adequacy of
management response to issues identified;_ meeting privately with external audit
when necessary.

FINAL ACCOUNTS
11. Approving the accounting policies, statement of accounts, and considering any
matters arising from the audit.
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Appendix 1
Corporate Governance Panel
Proposed Terms of Reference

FRAUD AND CORRUPTION
12. Reviewing and monitoring the policy, procedure and arrangements for
investigating disclosures under the Public Interests Disclosure Act 1998

(whistleblowing).
13. Monitoring the Anti-Fraud and Corruption Strategy and receive annual updates

on countering fraud.

ANNUAL REPORT
14 Through the Chairman, the Panel will provide the Council with an annual report,
timed to support finalisation of the financial statements and the Governance
Statement, on how it has discharged its responsibilities.

RESOURCES
The Panel may:

15. Request relevant Executive Councillors, Panel Chairmen, Managing Directors,
and Heads of Service to attend Panel meetings in order to assist the Panel in
reaching its conclusions.

16. Within budgetary constraints request information or advice from third parties to
assist the Panel in reaching its conclusions.

End
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Agenda ltem 7

Public
Key Decision - No

HUNTINGDONSHIRE DISTRICT COUNCIL

Title: Risk Register Update

Meeting/Date: Corporate Governance Panel — 25 September 2014
Executive Portfolio:  Resources: Councillor J A Gray

Report by: Internal Audit & Risk Manager

Ward(s) affected: All Wards

Executive Summary:

The risk register is regularly reviewed. This report updates the Panel on the changes
that have been made to the register in the period, 12 March 2014 to 1 September
2014.

There have been no risks added or deleted from the register in the period.

415 controls are recorded in the register in respect of 155 individual risk entries.

90% of the controls have been assessed by management to be either at the
substantial or adequate level.

57% of the controls have been reviewed and updated in the previous six
months.

The risk management system is working effectively. Panel need to take this into
account when considering the annual governance statement.

Recommendation:

It is recommended that the Panel note the report.
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1.1

1.2

2.1

2.2

2.3

2.4

2.5

BACKGROUND TO THE REPORT

The Panel receive regular reports on the changes that have been made to the
risk register. In preparing the annual governance statement, Panel are able to
take assurance from the reports that the risk management process is working
effectively and contributing to the effective management and delivery of
services.

Panel last received a report on this matter at its March 2014 meeting. No new
risks have been added to the register or been deleted in the reporting period.
The full risk register is available on the risk management intranet site.

CURRENT REGISTER

There are four appendices to the report that show the current status of risks.
The reduction in risk achieved due to the controls that managers have in place
for both corporate and operational risks are shown in appendix 1 and 2. Risks
with a ‘very high'’ residual risk are listed separately.

The risk management strategy requires the Cabinet to consider each of the
very high residual risks to identify whether they should be further mitigated by
cost-effective and affordable actions. No risk option forms have been
presented to Cabinet since the Panel last met in March 2014.

Responsibility for the completion of the risk options forms rests with Heads of
Service. Following the senior management re-structure, all of these post-
holders are now employed by the Council. The Internal Audit & Risk Manager
intends to meet with each Head of Service, to provide training on the risk
register software and explain to them the Council’s approach to identifying and
mitigating significant risks. Following these meetings, they will prepare risk
option forms in respect of very high residual risks.

With the introduction of the Corporate Plan in April 2014, work is underway to
allocate risks to the new themes and aims. It is expected that this will be
completed over the next few weeks. Risks contained in the register currently
reflect Growing Success, the previous Corporate Plan.

The report that the Panel will receive in February 2015 will be aligned to the
new Corporate Plan. Whilst it would be possible to prepare a reconciliation
showing how the risks have moved between the respective Corporate Plan
themes and aims it is proposed that this is not done, but simply presented as
aligned to the current Corporate Plan. Information in respect of new and
deleted risks will be reported to the Panel as normal.

CONTROLS ASSURANCE

430 controls were recorded in the register as at 1 September 2014 in respect
of 155 individual risk entries.

The levels of assurance are as follows:

Assurance Level

No of
Controls  Substantial Adequate Limited None
430 260 127 37 6

60% 30% 9% 1%
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3.2

41

4.2

5.1

6.1

57% of the assurances have been updated in the past six months (33% at
March 2014). 6% of assurances are more than twelve months old (1% at
March 2014).

KEY IMPACTS/RISKS

The significant service risks that have the potential to affect the delivery of the
Corporate Plan need to be identified, controlled and monitored. If this process
does not take place, there is the possibility that the desired outcomes within
the Corporate Plan will not be achieved. Maintaining an adequate and
effective risk register and risk management process is a key management
control.

As the risk register has become more robust, the Internal Audit Service have
been able to place greater reliance on its content for annual audit planning
purposes. This in turn has allowed them to undertake audit reviews on the
Council’s significant risks, reviewing and challenging both the controls listed
and the controls assurance ratings. If the risk register is not maintained by
Heads of Service then its value to internal audit will diminish as will the overall
assurance that internal audit provides to both Heads of Service and the
Corporate Governance Panel on the effectiveness of the risk management
process.

LEGAL IMPLICATIONS
(Comments from the Head of Legal & Democratic Services)
There are no legal implications arising from this report.

RESOURCE IMPLICATIONS
(Comments from the Head of Resources)

There are no financial implications arising from this report.

LIST OF APPENDICES INCLUDED

Appendix
1 Risk matrix — inherent to residual scoring: Corporate risks
2 : Operational risks
3 Assurance on controls for very high inherent risks
4 Risks with controls that are not working effectively
5 Risk assessment model from risk management strategy

BACKGROUND PAPERS
Risk register

CONTACT OFFICER

David Harwood. Internal Audit & Risk Manager
Tel No. 01480 388115
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Appendix 5
Risk Assessment Model

Likelihood / Frequency

Alternatively this could be
expressed as likely to
happen within the next:

5= Almost Certain Will definitely occur, possibly Month
frequently.
4 = Likely Is likely to occur, but not persistently. Year
3 = Occasional May occur only occasionally. 3 years
2 = Unlikely Do npt expect it to happen but it is 10 years
possible.
Can’t believe that this will ever
1 = Improbable happen, but it may occur in 20 years -
exceptional circumstances.

When considering Health & Safety related risks, the likelihood should be expressed as
being likely to happen within the next:

4 = Likel Monthl
! y- Y Further advice on assessing Health &
3 = Occasional Year  Safety risks* can be obtained from the

2 = Unlikely 5 years Health & Safety Advisor.

Impact

Risks will be evaluated against the following scale. If a risk meets conditions for more
than one category, a judgement will need to be made as to which level is the most
appropriate. For example, if a particular health and safety risk was significant, could result
in minor short-term adverse publicity in the local media but had only a trivial financial
impact, it might still be categorised as significant.

1 = trivial event or loss, which is likely to:
e cause minor disruption to service delivery on one or two consecutive days, not
noticeable to customers
e increase the Council’s net cost over the 5 year MTP period by £50,000 or less.
e be managed with no reporting in the local media
e cause localised (one or two streets) environmental or social impact

2 = minor event or loss, which is likely to:

e cause minor, noticeable disruption to service delivery on one or two consecutive
days

e increase the Council’s net cost over the 5 year MTP period by more than £50,000
but less than £100,000.

e result in minor short-term (up to a fortnight) adverse publicity in the local media

e *be a Health and Safety concern that results in an injury but little lost time (e.g.
less than 3 days off work)

e have a short term effect on the environment i.e. noise, fumes, odour, dust
emissions etc., but with no lasting detrimental impact
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Risk Assessment Model

3 = significant event or loss, which is likely to:

e cause disruption for between one and four weeks to the delivery of a specific
service which can be managed under normal circumstances

o affect service delivery in the longer term

¢ increase the Council’s net cost over the 5 year MTP period by more than
£100,000 but less than £250,000.

e result in significant adverse publicity in the national or local media

e *be a Health and Safety concern that results in more than 3 days off work or is a
major injury, dangerous occurrence or disease that is required to be reported to
the H&S Executive in accordance with RIDDOR.

¢ has a short term local effect on the environment, or a social impact, that requires
remedial action.

4 = major event or loss, which is likely to:

e have an immediate impact on the majority of services provided or a specific
service within one area, so that it requires Managing Director involvement.

e increase the Council’s net cost over the 5 year MTP period by more than
£250,000 but less than £500,000.

e raise concerns about the corporate governance of the authority and / or the
achievement of the Corporate Plan

e cause sustained adverse publicity in the national media

¢ significantly affect the local reputation of the Council both in the long and short
term

= *results in the fatality of an employee or any other person

e have a long term detrimental environmental or social impact e.g. chronic and / or
significant discharge of pollutant

5 = critical event or loss, which is likely to:

¢ have an immediate impact on the Council’s established routines and its ability to
provide any services, and cause a total shutdown of operations.

e increase the Council’s net cost over the 5 year MTP period by more than
£500,000.

e have an adverse impact on the national reputation of the Council both in the long
and short term

¢ have a detrimental impact on the environment and the community in the long term
e.g. catastrophic and / or extensive discharge of persistent hazardous pollutant
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Agenda Iltem 8

Public
Key Decision — No

HUNTINGDONSHIRE DISTRICT COUNCIL

Title/Subject Matter: Work Programme & Training

Meeting/Date: Corporate Governance Panel — 25 September 2014
Executive Portfolio:  Resources: Councillor J A Gray

Report by: Internal Audit & Risk Manager

Ward(s) affected: All Wards

Executive Summary
The anticipated work programme for the Panel for the next year is shown at
Appendix 1. This is based upon the Panel’s current terms of reference.

Panel are asked to consider the work programme and decide what training they
would like in preparation for the next or future agendas. Normally this training would
be for 30-45 minutes immediately prior to the formal meeting but there may be
occasions when a separate longer session would be more appropriate.

The formal Panel training day was held on Thursday 11 September. 3 Members of
the Panel attended. In total there were 25 delegates (13 Members and 12 Officers).
Feedback suggests that the day was a success.

Financial implications
Training can be provided by appropriate officers, external audit or external trainers
(subject to budgetary constraints).

Recommendation

It is recommended that the Panel consider:
a) what training they wish to receive prior to the November meeting; and
b) any training needs identified from the formal Panel training day.

Background papers
None

Contact Officer

David Harwood. Internal Audit & Risk Manager
Tel No. 01480 388115
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Appendix 1
Anticipated Work Programme

November 2014

Whistleblowing : policy review & investigations
Whistleblowing concerns received
Annual reports — Freedom of Information

— Business Continuity Planning
Internal Audit interim progress report

January 2015

March 2015

May 2015

July 2015

Progress on introducing external audit recommendations
External Audit: Grant certification
Review of the anti-fraud & corruption strategy

Review of Council constitution incl.
Code of financial management
Code of procurement
Employee code of conduct
Internal Audit Plan
External Audit: Audit plan and grant claims
Risk register review
Progress on issues raised in the Annual Governance Statement

Review of the internal audit service

Internal audit annual report & opinion
Corporate Fraud Team investigation activity
Corporate Board and assurance mapping

Preparing the Annual Governance Statement
Effectiveness review of Licensing Committee
Internal Audit Plan

September 2015

Approval of the statement of accounts
Approval of the Annual Governance Statement
External audit — ISA 260 report

Effectiveness of the Panel

Risk register review

In addition to the items listed above, reports may be submitted on an ad-hoc basis on

Accounting policies National Fraud Initiative
External audit recommendations Effectiveness reviews of Panels/Committees
Constitutional matters Other governance matters (e.g. equality)

Money laundering and bribery
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Agenda ltem 10

By virtue of paragraph(s) 4 of Part 1 of Schedule 12A
of the Local Government Act 1972.

Document is Restricted
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