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Corporate Governance Panel
Huntingdonshire District Council
Pathfinder House
St Mary’s Street
Huntingdon
PE29 3TN

10 July 2012

Dear Sirs

We are pleased to enclose our report to the Corporate Governance Panel in respect of our audit of
Huntingdonshire District Council (“the Council”) for the year ended 31 March 2011, the primary purpose of
which is to communicate the significant findings arising from our audit.

This document supersedes our draft ISA 260 report which was issued to the Corporate Governance Panel on
7 December 2012, and should be considered as our final report to the Corporate Governance Panel.

The scope and proposed focus of our audit work was summarised in our audit plan, which we presented to
the Corporate Governance Panel in February 2011. We have subsequently reviewed our audit plan and
concluded that our original risk assessment remains appropriate. The procedures we have performed in
response to our assessment of significant audit risks are detailed in the section ‘Audit Approach’ on page 6.

We have encountered many significant issues during the completion of our audit which has meant that the
original submission deadline of 30 September 2011 has been missed. We have set out the significant
difficulties experienced during the audit of the financial statements on page 10.

We thank the management and staff of the Council for their co-operation and assistance during the course of
our work.

Yours faithfully

PricewaterhouseCoopers LLP
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Code of Audit Practice and Statement of Responsibilities of Auditors and of Audited Bodies

In April 2010 the Audit Commission issued a revised version of the ‘Statement of responsibilities of auditors and of audited bodies’. It is

available from the Chief Executive of each audited body. The purpose of the statement is to assist auditors and audited bodies by

explaining where the responsibilities of auditors begin and end and what is to be expected of the audited body in certain areas. Our

reports and management letters are prepared in the context of this Statement. Reports and letters prepared by appointed auditors and

addressed to members or officers are prepared for the sole use of the audited body and no responsibility is taken by auditors to any

Member or officer in their individual capacity or to any third party.
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The purpose of this report

Under the Auditing Practices Board’s International Standard on Auditing (UK and Ireland) 260 (ISA (UK&I)
260) - “Communication of audit matters with those charged with governance” we are required to report to those
charged with governance on the significant findings from our audit before giving our audit opinion on the
accounts of Huntingdonshire District Council (‘the Council’). As agreed with you, we consider that “those
charged with governance”, at the Council, are the Corporate Governance Panel.

This letter contains the significant matters we wish to report to you arising from all aspects of our audit work in
accordance with ISA (UK&I) 260.

Our audit work during the year was performed in accordance with the plan that we presented to you in
February 2011. An audit of financial statements is not designed to identify all matters that may be relevant to
those charged with governance. Accordingly, the audit does not ordinarily identify all such matters.

We have set out below what we consider to be the most significant matters that we have discussed with you in
the course of our work.

Significant matters

We have set out below what we consider to be the most significant matters that we have discussed with
management during the course of our work and which are included in this report:

 Preparation of IFRS based financial statements;

 Quality of working papers provided to audit; and

 Capital accounting.

Further details of the above matters have been included in the “significant audit and accounting matters”
section on page 10.

Please note that this report will be sent to the Audit Commission in accordance with the requirements of their
standing guidance.

We would also like to take this opportunity to express our thanks for the co-operation and assistance we have
received from the management and staff of the Council throughout our work.

Executive summary
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Our audit scope and approach was set out in our 2010/11 audit plan. We have set out below the key audit risks
identified within the audit plan together with our comments on the results of the work performed.

Risks Audit approach

Significant Risks

Revenue and expenditure recognition
We are required by International Standards on
Auditing (ISAs) to specifically consider the risk of
material misstatement in relation to revenue and
expenditure recognition. There is a risk that the
Council could adopt accounting policies or treat
income and expenditure transactions in such as
way as to lead to material misstatement in the
reported income and expenditure position.

Due to their nature, we do not consider the receipt
of council tax, national non domestic rates or
revenue support grant to be a significant risk and
these income streams will therefore be excluded
from this category.

We have understood and evaluated controls relating to
income and expenditure recognition and have examined
the selection and application of the Council’s accounting
policies and focussed our work on the risk of material
misstatement of those components of income and
expenditure which involve management estimation.

We have carried out cut off testing on income and
expenditure at year end to ensure that expenditure has
been recorded in the correct financial year. Our work on
income and expenditure recognition has not identified
any material misstatements. Identified misstatements are
listed in Appendix 1.

We have also carried out the required certification work
in respect of the Housing and Council Tax Benefit Subsidy
for the year. No material misstatement was identified
from this work. Full details of the findings from this work
were reported in our Certification Report in February
2012.

Management Override of Control
The primary responsibility for the detection of
fraud rests with management. Their role in the
detection of fraud is an extension of their role in
preventing fraudulent activity. They are
responsible for establishing a sound system of
internal control designed to support the
achievement of departmental policies, aims and
objectives and to manage the risks facing the
organisation; this includes the risk of fraud.

Under International Standard on Auditing (UK
and Ireland) 240, there is a presumed significant
risk of management override of the system of
internal controls. Our audit is designed to provide
reasonable assurance that the 2010/11 Accounts
are free from material misstatement, whether
caused by fraud or error. We are not responsible
for preventing fraud or corruption, although our
audit may serve to act as a deterrent.

We have reviewed the appropriateness of journals
processed during and at the end of the year. We did not
identify any exceptions in the completion of this work. We
do however note that currently journals are not subject to
review and authorisation by a suitable member of the
finance department. We recommend that management
review the process for journal authorisation and put in
place appropriate procedures to confirm that adjustments
made to the ledger are correct.

We have reviewed the reasonableness of management
estimations and considered if they may be subject to bias,
taking account of the Clarity ISA requirements on
estimates. We have tested the proper cut-off of
transactions at the year end and carried out work to
identify material unrecorded liabilities. Please refer to
details of management estimates reviewed in the section
“Significant audit and accounting matters”. Our work on
income and expenditure recognition, which also provides
assurance in relation to management override of control,
has not identified any material misstatements. Identified
misstatements are listed in Appendix 1.

Audit approach
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2010/11 – first year of reporting under IFRS
The transition to IFRS involves both new and
considerably revised financial statements and an
increase in the depth of disclosures required in the
notes to the accounts. There is a risk of material
errors in the restatements and reclassifications
required in preparing the accounts in their new
format and of material omissions of information
required to be disclosed by the new Code of
Practice on Local Council Accounting.
In particular:

Leases
IFRS requires building and land elements of leases
to be analysed separately, increasing the possibility
that the land element may need to be classified
separately as an operating lease. The lease
accounting rules have also been extended to cover
arrangements that have the substance of a lease
even though they do not have the legal form of a
lease. There is a risk that relevant agreements
might not be identified and classified correctly and
that income and expenses relating to the
agreements might be accounted for
inappropriately.

Component Accounting
The new Code requires the separate depreciation
of components of an item of Property, Plant and
Equipment whose cost is significant in relation to
the total cost of the item and which have a shorter
useful life than the item as a whole. Where items
have been insufficiently broken down into their
component parts, there is a risk that depreciation
charges might be materially understated.

Accruals for Employee Benefits
The new Code has more rigorous requirements for
the accrual of employee benefits earned during a
year but untaken by the year-end (particularly
leave entitlements and flexitime) and for the
disclosure of termination benefits.

Our audit work in this area has involved:
 Understanding the Council’s approach to restating

prior year balances to accounting under an IFRS
basis;

 Testing significant restatements made on transition
from UK Generally Accepted Accounting Practice
(UK GAAP) to accounting under IFRS; and

 Reviewing the Council’s accounts against the
disclosure checklist.

 Having an independent ‘hot review’ of the accounts.

Management has encountered difficulties in restating the
financial statements and our audit work in this area has
resulted in a number of adjustments to the financial
statements, of a numeric, presentational and disclosure
nature.

We have performed detailed testing to establish the
completeness of the work performed by the Council
including a review of minutes and significant contracts.
We have also performed testing of classification and
accounting entries.

Leases
We have understood and evaluated the accounting
policies adopted by the Council for leases against the
Code requirements.

We have performed testing to establish the completeness
of leases and lease type arrangements including minute
review and review of contracts.

We have also performed testing of lease classification and
accounting entries. Our work has resulted in significant
adjustments to the financial statements which we have set
out within the significant audit and accounting matters
on page 10.

Component Accounting
We have performed testing around component
depreciation and the employee benefit accrual
calculations, considering the methods used to calculate
the accounting entries and ensuring that these were in
line with Code guidance. We have not identified any
material misstatement in our review of this work. We
have set out our findings in the accounting estimates
section of this report on page 16.

Other
In addition to the above we also identified that the
Council had incorrectly classified an asset valued at
£250k as held for sale at 31 March 2010, although the
criteria for recognition had not been met. This was
corrected and included as property, plant and equipment
on the balance sheet at 31 March 2010.

Property, Plant and Equipment
The accounting for property, plant and equipment
is complex and can often result is various aspects

We have experienced considerable difficulties in auditing
the Council’s accounting for on property, plant and
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of the financial statements being misstated due to
the entries required under capital accounting.
We understand that this has previously been an
area of audit focus. In particular:

Valuations
Valuations may have not been performed on a
systematic basis meaning that some assets may not
have been included within the scope of previous
reviews. In relation to the Council’s five leisure
centres in particular:
- Errors were noted in the completeness,

consistency and comparability of both the
professional valuations and the Council’s own
adjustments resulting in the accounting
entries being reversed from the financial
statements.

- Instructions to the valuer resulted in a
different methodology being used to value
land and buildings when compared to
previous reviews, making the information
incomparable. This also resulted in
components of assets not being included in the
review.

There is a risk that valuations may not be
performed correctly resulting in the carrying
values in the financial statements being materially
misstated.

Depreciation:
We are aware that accounting entries for the
difference in historic cost depreciation and
carrying value depreciation for revalued assets
have not been processed since the opening of the
revaluation reserve and capital adjustment account
in 2007/08. There is a risk that these reserves and
the depreciation charges in the comprehensive
income and expenditure statement may be
materially misstated.

equipment. The key issues have been summarised below:

Valuations
We have considered the Council’s arrangements for the
valuation of property , plant and equipment to ensure
that:
- the valuer has been given appropriate instructions in

order to undertake the review;

- all relevant assets have been included in the scope of
the review;

- accounting entries have been undertaken correctly
within the financial statements

Although the Council encountered some difficulties in
obtaining the correct information from the valuers, we
concluded that the values attributed to the Council’s land
and buildings are not materially misstated. Further
information has been provided within our review of
accounting estimates on page 16.

We have identified several issues with the accounting
entries for revaluations and impairments. Further
information has been provided within our review of
accounting estimates on page 16.

Depreciation/Amortisation
We have identified several issues in relation to
depreciation/amortisation including:

 Inconsistent use of useful economic lives.
 Inconsistent application of

depreciation/amortisation policy to additions and
disposals.

 Incorrect calculation of the difference in historic
cost depreciation and carrying value depreciation
for revalued assets.

The results of our audit work have resulted in a number of
material adjustments to the financial statements.

For further information on the difficulties experienced
during the course of the audit refer to the significant audit
and accounting matters section on page 10.

Elevated Risks

Payroll

Review of the internal audit reports on payroll has
identified that there are significant control
deficiencies in the design and operation of payroll
controls particularly in relation to starters and
leavers. This increases the inherent risk
surrounding the appropriate processing of staff
costs and the completeness of staff establishment.

We have performed detailed testing on payroll costs to
ensure that the figures included in the accounts are not
materially misstated. Our audit work has not identified
any material misstatement.

VfM Conclusion related risks

Increased pressures on budgets
Local government bodies are expected to make
significant efficiency savings over the next three
years as a result of the Comprehensive Spending
Review 2010 and the local government financial

Our audit work has included:
 Evaluating the Council’s budget monitoring

processes and in-year reporting to the Cabinet;
 Undertaking testing on cut-off procedures and
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settlement. There is a risk that savings plans may
not be robust or based on sustainable solutions
which could result in short term actions to ensure
that spending targets are met.
In addition, it will be important for councils to be
able to demonstrate that they are allocating
resources to areas of priority within their tighter
budgets, for example by achieving cost reductions
and by improving efficiency and productivity.
There is a risk that the Council will not be able to
demonstrate its achievements in this area.

unrecorded liabilities at the year end to ensure all
significant transactions are appropriately
recognised and recorded in the correct period;
and

 Consulting with officers regarding the savings
efficiency plans in place and considering the
arrangements in place to make these plans
robust.

We have set out on page 20 the findings from our work to
address this risk and our overall conclusion on the
adequacy of the Council’s arrangements.
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ISA (UK&I) 260 requires us to communicate to you relevant matters relating to the audit of the financial
statements sufficiently promptly to enable you to take appropriate action. We have provided updates on
progress with our audit to each meeting of the Corporate Governance Panel and this report represents the
finalisation of our audit for 2010/11.

Accounts
We have completed our audit, subject to the following outstanding matters:

 Approval of the financial statements and letter of representation; and

 Completion procedures including subsequent events review.

Subject to the satisfactory resolution of these matters, the finalisation of the financial statements and their
approval by those charged with governance we expect to issue an unqualified audit opinion. Although we are
able to issue our opinion on the financial statements and value for money we will be unable to issue the audit
certificate until our work on the Council’s Whole of Government Accounts (WGA) return can be completed.

Accounting issues
We are required to report to you our view on significant qualitative aspects of the Council’s accounting
practices, including its accounting policies, accounting estimates and financial statement disclosures. We
identified the following matters during the course of our audit work:

 Preparation of the financial statements;
 Capital Accounting; and
 Leases

In the section below we will highlight the key issues identified in each of these areas and set out for you the
significant adjustments made to the accounts.

Preparation of the financial statements
The CIPFA Code of Practice on Local Authority Accounting in the United Kingdom (the “Code”) requires that
the Council’s accounts be produced in accordance with International Financial Reporting Standards (IFRS).
2010/11 is the first year in which the Council has been required to produce IFRS compliant accounts and up to
two prior year comparative information as well. This is one of the most fundamental changes to financial
reporting that impacts Local Government accounting in recent memory.

The Council met the 30 June 2011 statutory deadline to produce a draft set of financial statements (although
these had not been signed off by the section 151 officer as ready for audit at this date). However, the Council
was not able to provide us with a comprehensive set of supporting working papers at the start of our audit and
the accounts themselves contained a number of material errors. The accounts were also missing a number of
mandatory disclosures and the accounting policies included in the draft accounts were not sufficiently detailed
to meet the Code requirements.

There are a number of reasons for the issues that have arisen, including:

 The Council’s capital accountant being absent on the grounds of ill health, and then taking voluntary
redundancy and other finance staff not being able to easily interpret and understand elements of the
capital accounting and capital financing information provided to them. As a result he Council has had
to make numerous changes to its fixed asset register during the audit process.

Significant audit and accounting
matters
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 The Council underestimated the level of resource required to do the IFRS restatements and produce the
2010/11 financial statements and the restated 2009/10 and 2008/09 information. We carried out a
review of progress in February and March 2012 and fed the results of that work back to the Managing
Director (Resources) and the Head of Finance in April 2012. We received reassurances that they had
adequately covered all the elements of IFRS and that once we understood how the Council worked we
would see that they had done sufficient work.

 The Council’s internal quality assurance process and review of the draft accounts did not identify the
degree of non compliance with the Code or the poor quality of the working papers to be provided for
audit in support of the accounts.

 The appointment of new auditors at the same time as the introduction of IFRS was and is seen by the
Council as a contributing factor. The Council feels that as we had little existing knowledge of them and
their accounting that we asked more questions than an incumbent auditor would have and that we
challenged a number of existing accounting treatments which previous auditors had accepted. As IFRS
changed the basis for accounting for many of the capital assets we contend that many of these
treatments would have needed to be reviewed this year in any event.

These issues resulted in significant delays in issuing the financial statements and consequently the completion
of the audit. Failings in the Council’s processes for producing the draft financial statements have been
discussed at the Corporate Governance Panel meetings in September 2011, December 2011, March 2012 and
June 2012. As agreed at the Corporate Governance Panel in March 2012 we will hold a debrief meeting with
management at the end of the audit to identify lessons learned to ensure that the 2011/12 audit is completed in
accordance with the statutory timetable.

It is however worth noting that despite the difficulties in obtaining information to support the draft accounts,
our audit findings have not significantly changed the Council’s reported general fund position. This is primarily
however as a result of the technical accounting adjustments required to be made to the total comprehensive
income and expenditure to comply with the Council’s funding regulations.

Capital Accounting
As set out above there are a number of reasons for the poor quality of the information provided to us to support
the capital accounting undertaken by the Council. The initial version of the Fixed Asset Register (the FAR)
provided to us was cumbersome and contained a number of material errors. During the audit we have received
multiple incremental versions of the FAR as management sought to untangle the accounting entries and
process adjusting journals to ensure the FAR supported the accounts. We received and audited more than a
dozen different versions of the FAR before the Council employed an external consultant to prepare a new FAR
that includes all required figures for the calculation of the revaluation reserve, impairments and the
adjustments required at the year end in relation to the leisure centres.

We have been able to gain reasonable assurance that the revised balances associated with property, plant and

equipment are not materially misstated. The movements in the year end balances since the first draft of the

accounts have been shown in the table below:

01 April 2009 31 March 2010 31 March 2011

£’000 £’000 £’000

Non-Current Assets

-1,942 -2,042 Property, Plant and Equipment -1,445
2,190 2,887 Investment Property 3,596
-256 -219 Intangible Assets 91

Current Assets
0 -250 Assets Held for Sale 0
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172 376 Total Capital Assets 2,242

The most significant capital accounting related issues identified during the audit process are discussed below.

Classification of non-current assets
Our review of the classification of non-current assets identified that assets had been incorrectly classified
between property, plant and equipment, intangibles and investment property. All significant misclassifications
have been corrected within the financial statements, however management should monitor whether properties
throughout the course of the year change in classification as this directly impacts the recognition and
subsequent measurement of such assets. If incorrectly accounted for this has the potential to have a material
impact on the financial statements.

Revaluations and impairments
Our review of the financial statements identified that the Council had not accounted for the revaluation of
property plant and equipment assets appropriately. We should note that the overall valuation of Council’s
property, plant and equipment is not materially misstated, although we did note misstatement in the valuation
of investment properties as identified within the accounting estimates section below.

Management’s classification of whether a change in valuation constituted a revaluation gain, a revaluation loss
or impairment was not supported in the first draft of the financial statements. Subsequent review of the
valuations and confirmation from the valuers identified that none of the revaluation losses constituted
impairments.

In particular we identified that management had grossed up the revaluation gains and losses in the
Comprehensive Income and Expenditure Statement (CIES) (and therefore the Capital Adjustment Account
(CAA)) and in the Revaluation Reserve rather than the net positions. In particular the componentisation of the
leisure centres meant the Council incorrectly recognised a £4.72 million revaluation loss and a £4.28 million
gain in the first version of the accounts, with a net loss of £440k.

Movements in the revaluation reserve have been shown below:

2010/11 2009/10 2008/09

£’000 £’000 £’000

Revaluation Reserve - per draft 1 11,430 6,866 8,348

Revaluation Reserve - per the final accounts 6,481 5,976 6,947

Movement 4,949 890 1,401

Movements in the revaluation reserve in 2009/10 and 2008/09 were largely due to revaluations for investment
properties not being transferred to the capital adjustment account when the assets were reclassified.

We have performed testing on the final revaluation adjustments and have not identified any material
misstatement.

Leisure Centres - Valuation
Our review of leases identified that the five leisure centres included on the Council’s balance sheet are held
under management agreements. These agreements indicate that the assets are jointly controlled assets between
the Council and Cambridgeshire County Council.

We discussed the treatment of accounting for jointly controlled assets with management in August 2011.
Management determined the required percentage shares for the calculation of the proportion of the assets the
Council are required to exclude from their financial statements at the balance sheet date based on the capital
contributions by both the Council and the County for 1 April 2009, 31 March 2010 and 31 March 2011. We
confirmed the capital contributions feeding into this calculation by reference to management accounting
showing capital contributions over the period. We reviewed the calculation sheet provided by management
and did not find any exceptions. The reduction in asset values for each financial year have been summarised
below:
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 1 April 2009: - Decrease in asset value of £1,331k;
 31 March 2010: - Decrease in asset value of £2,142k; and
 31 March 2011: - Decrease in asset value of £2,047k.

Depreciation
We have undertaken our review of depreciation and amortisation charges and are satisfied that they are not
materially misstated. We identified as part of our early review of the IFRS implementation in March 2011,
however, that the Council had not been undertaking accounting entries for the difference in historic cost
depreciation and carrying value depreciation for revalued assets since the opening of the revaluation reserve
and capital adjustment account in 2007/08. Our initial review of the draft financial statements identified that
the Council had recalculated the adjustment for historic vs. current value depreciation. The initial calculations
had this transfer as £1.5 million for 2009/10 and £55k for 2010/11. The variance in these two figures given the
level of revaluations in the year did not seem correct. We challenged management on the calculation and
identified that this had been incorrectly calculated. Management were requested to reperform the calculation
and resubmit for our review. We are currently re-reviewing the Council’s revised calculations for this. On initial
review we have identified that the adjustment between reserves has been amended as follows:

 31 March 2010 – original transfer between the general fund and the revaluation reserves was £1,434k.
This has been revised to £235k.

 31 March 2011 – original transfer between the general fund and the revaluation reserves was -£55k.
This has been revised to £309k.

Intangible assets
As can be seen from the above summary the adjustments made to intangible assets are not material to the
financial statements, however in ensuring that the Council have a suitably accurate fixed asset register going
forward, management opted to amend for the issues identified by us during the course of our audit work. In
summary the issues identified by us were as follows:

 £160k of hardware components of IMD projects had been inappropriately capitalised as intangibles
when they should be PPE. This had an impact on the previous two balance sheet dates which
management opted to amend.

 £711k of disposals were noted in the current year. On review we identified that these assets were still in
use. Management had assumed that as they had reached nil net book value they should be written out
of the fixed asset register. We requested that management perform an assessment of Useful economic
lives and ascertained what the potential misstatement within the financial statements would be. This
assessment which we reviewed identified a £253k adjustment which management opted to amend in
the current year.

Assets held for sale
We performed a review of the Council’s assessment of assets held for sale. The Council disclosed no such assets
as of 1 April 2009. Work performed on disposals recognised during 2009/10 identified that these were not
significant at £189k and as such the risk of material misstatement was low. No further work was performed on
this balance.

The Council disclosed one asset totalling £250k as held for sale at 31 March 2010. Our review of the asset
against the recognition criteria identified that it was not being actively marketed at 31 March 2010 and as such
should not be recognised as such asset and remain within PPE. Management amended for this error. We
reviewed disposals in 2010/11 and did not identify any significant items requiring further investigation.

Leases
IFRS contains more judgement in the determination of the correct accounting for a lease as either an operating
or finance lease. During our interim visit we identified that the Council had performed a high level review of
their leases against the Code criteria based largely on discussion, considering their knowledge of the leases and
professional judgement. Specific review of the conditions within the leases had not been performed, nor had the
calculation of minimum lease payments been calculated. We requested that management revisited their leases
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classification and completed the required assessment against the Code criteria, providing evidence to support
their assumptions.

Our work on the Council’s lease arrangements during the final audit identified that while management had
reviewed a proportion of their operating and finance leases they had not sufficiently documented the work to
demonstrate compliance with the criteria set out in the Code. In some cases arrangements had not been
reviewed at all resulting in the Council obtaining additional resource to complete this task in relation to lessor
leases. We have set out the two most significant issues below:

The Council has two investment property sites where they have head-lease sub-lease arrangements. These
relate to Phoenix Court and Highlode.

We identified that the Council leases from developers two sites, Phoenix Court and Highlode. These sites
contain on them several industrial units which the Council then lease out on short term leases. The Council’s
assessment determined that the two sites were finance leases while the rentals of individual industrial units
were operating leases. We reviewed the assessment performed by management and did not find any significant
error.

We noted, however, that the Council did not include the finance leases on their balance sheet within investment
properties. This was because the external valuers valued the head and sub lease arrangement together at a value
of less than £10k. We confirmed through our review of the leases that the Council is required to pay rental for
the sites regardless of whether the units are being sub let. The lease terms are not identical to the sub-leases
granted by the Council and as such should be measured gross on the balance sheet. The Council therefore
obtained from their valuers an assessment of the property values at each of the three balance sheet dates.

As the properties are investment properties and as such are revalued at each balance sheet date and are not
subject to depreciation it was noted that throughout and at the end of the lease the asset may vary significantly
from the liability that is gradually winding down. The adjustments processed in the accounts are shown below:

Summary 01/04/2009 0910 31/03/2010 1011 31/03/2011

Investment properties valuation 1691 -32 1659 -24 1635

l/t liability -573 38 -535 10 -525

Capital Adjustment Account (CAA) -207 -24 -231 -14 -245

Revaluation to I and E and then CAA -911 32 -879 24 -855

Short-term liability -14 -14 4 -10

The Council’s assessment assumed that all land was under operating leases without performing an
assessment under the lease criteria set out by IFRS.

The Council made the assumption that all land leases were operating leases without fully considering the
requirements of IFRS. IFRS removes the presumption that land leases are automatically categorised as
operating leases. We identified that there were four significant land leases included in the financial statements
at 1 April 2009 at value of £2.1 million.

Management obtained revised valuations for the land which identified that the present value of the minimum
lease payments was comparable to the fair value of the assets. Management’s initial assessment based solely on
this criteria was to exclude the assets from the financial statements. We requested that management performed
a full assessment against the Code criteria as the impact on the financial statements if considered to be a
finance lease would be material.

Management’s revised assessment determined that the land leases were still operating leases and as such the
land should remain within the Council financial statements. We reviewed this assessment in conjunction with
the lease documentation and determined that it was appropriate to retain the values in the balance sheet.
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Misstatements and significant audit adjustments
We are required to report to you all unadjusted misstatements which we have identified during the course of
our audit, other than those of a trivial nature. These misstatements are described in Appendix 1 to this report.

Significant accounting principles and policies
Significant accounting principles and policies are disclosed in the notes to the financial statements. We will ask
the Corporate Governance Panel to represent to us that they have considered the selection of, or changes in,
significant accounting policies and practices that have, or could have, a material effect on the entity's financial
statements.

Judgments and accounting estimates
The clarity ISAs (International Standards on Auditing), applicable for the first time this year, introduced an
increased emphasis on what auditors need to do on accounting estimates. For each estimate we need to assess
the level of risk that they may be misstated and tailor our audit procedures to address the risk, depending on
the nature of the estimate. The following significant judgments or accounting estimates were used in the
preparation of the financial statements:

 Estimated economic useful lives of property, plant and equipment assets: Our audit work
has not highlighted any material misstatement in relation to depreciation. We have however noted the
following:

 The Council does not depreciate additions and enhancements in the year of acquisition. We
challenged management on their accounting policy and asked them to produce a schedule to
demonstrate that the charge is not significant to the amount disclosed in the financial statement.
Our review of this identified that for 2009/10 and 2010/11 the additional depreciation charge
would be £123k and £145k respectively and as such this methodology is deemed reasonable.

 Management does not maintain a schedule detailing the useful economic lives for each asset on
the fixed asset register. Our review of asset lives did not identify any significant issues however
we have raised this with management for them to review in the future.

 Our review of componentisation has been documented below.

Estimated economic useful lives of intangible assets: Our review of amortisation identified
that useful economic lives in relation to intangible assets were inappropriately applied resulting in a
decrease in the amortisation charged in the comprehensive income and expenditure account and an
increase in the net book value of the assets on the balance sheet. The value of this adjustment was
£253k.

 Calculation of pension fund assets and liability: Management has utilised the information
provided from the actuary which is the fundamental basis of this estimation. We have performed
additional work to ensure accurate disclosure within the Financial Statements, the fundamental
assumptions are reasonable and the asset allocation is reasonable. We are satisfied that the Financial
Statements are not materially misstated.

 Classification of leases as operating or finance leases: We have reviewed the procedures
management has used to determine the type of leases they have. Having considered the issues noted
above which have been rectified by the Council we are satisfied that there are no material classification
errors in the disclosure of leases.

 Valuation and impairment of property, plant and equipment: The Council’s accounting
policy, consistent with the requirements of the Code of practice on Local Authority Accounting, is for
property, plant and equipment (PPE) to be included in the financial statements at current fair value.
The Council achieves this by arranging for periodic, professional valuations at least every five years and
in the intervening years has regard to the movement in property prices and any other factors that may
indicate a significant difference between values in the financial statements and current values
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indicating the need for additional steps to ensure that values in the financial statements are not
materially misstated.

In accordance with its accounting policy, the Council has revalued a proportion of its PPE assets in
accordance with its cyclical programme. For assets not valued during 2010/11, a review of fair values as
at 1 April 2011 has resulted in no changes to property valuations being processed within the 2010/11
financial statements. In estimating the fair value to be included in the 2010/11 financial statements,
management has utilised the expertise of an external valuer.

In response to the requirements of the International Standards on Auditing, we have reviewed the
methodology used by management and engaged our internal valuation team to:

 Review the assumptions applied in forming the valuation in the 2010/11 financial statements;
 Assess whether the valuation method is consistent with the Code requirements; and
 Confirm that the external valuers have the appropriate qualifications for completing the

valuations.

Based on the work we have undertaken, we have no issues to raise in this report in this regard.

 Valuation and impairment of investment property: We noted a fair value adjustment of
£840k on investment properties during the period. This relates to St Ives Enterprise Centre which was
constructed by the Council during the period and revalued when completed. No other assets of this
type have been brought into service during the period; therefore no further write downs are expected.
Work on the reliability of the fixed asset revaluations has been conducted per the link above. As part of
this review and in conjunction with our review of investment properties we noted that no other
investment properties were revalued.

The Code of practice on Local Authority Accounting requires the use of the fair value model for
investment properties. The fair value must reflect market conditions at the balance sheet date and
thus annual revaluations are necessary unless the Council can demonstrate that the carrying value is
not materially different from the fair value at that date. We identified that the Council had not
undertaken an exercise to determine the fair value at the balance sheet date at 31 March 2010 or 31
March 2011. Management has subsequently undertaken this exercise using current market trends. We
have confirmed that these are appropriate through consultation with our internal valuation experts.
The results of this work resulted in an increase to the investment property values of £1,039k at 31
March 2010 and £569k at 31 March 2011. We recommend that management ensures this exercise is
undertaken by a professionally qualified individual on an annual basis.

 Valuation and impairment of other non-current assets: Review valuations and impairment
work performed by the Council and their valuers identifies that non building/land assets have not been
considered for impairment. This has been considered in respect of the useful lives assigned to the
assets, to determine whether the lives used are appropriate to ensure impairment in this respect would
not be required.

We enquired of the Council as to whether they had carried out any kind of review on these assets to
confirm whether they were still in existence/still in working conditions and identified that no such
review had been performed. In applying professional scepticism we have undertaken the following
procedures:

1. Assessed the useful lives of assets – some issues identified.

2. Reviewed minutes and undertaken discussions with staff as to any indication of assets which
may trigger an impairment review – none noted.

3. Reviewed additions during the year.

4. Reviewed repairs and maintenance accounts.



Huntingdonshire District Council – Report to the Corporate Governance Panel July 2012

17

We have reviewed the different categories of assets within vehicles, plant and equipment and assessed
whether there would be any material misstatement in the value of these assets as part of the work
performed on depreciation and amortization as set out above. We recommend that management
perform an annual review of all categories of assets which takes into account asset lives, existence and
impairment.

Having taken into account all factors we do not deem there to be a risk of material misstatement.

 Component Accounting: Per the Code guidance notes component accounting is to be applied this
year in that assets are required to be componentised where there have been significant additions,
changes, or revaluations carried out on that asset since 1 April 2010. Management decided upon the
following criteria for componentisation of assets:

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. 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-minimus component threshold of £100,000.

The following significant components have been identified for buildings:

 Structure
 Services including plan
 Roof
 Swimming pool
 External (other than land)

From review of the prior year valuers report, dated 1 April 2010, one asset was noted, Pathfinder house,
which was above the threshold for componentisation, but not split by the council as required. PwC has
calculated the impact of not treating the asset as a componentised asset. This identified a difference in
annual depreciation of £65k which is highly immaterial.

Additionally, the leisure centres have all been valued this year and the valuers have provided
componentised values for these assets for the year end. As the valuations are as at 31 March 2011 (i.e.
each leisure centre is split into more categories than previously), component accounting will be applied
prospectively to these assets.

We have reviewed the Fixed asset register as at 31 March 2011 to identify any assets with large additions
balances (over £100k) to determine whether they have been appropriately valued and therefore
componentised or not. No further assets have been identified where component accounting would be
required.

 Provision for bad debts: The Council has recognised a provision for bad debts within the financial
statements against Council Tax, National Non-Domestic Rates, sundry debtors, court costs and rent
allowances. We have assessed the reasonableness of this provision and have identified no issues. As
part of this review we identified £300k of debts greater than 5 years old. Although these debts have
been 90% provided for we recommend that the Council considers writing these debts out of the
Council’s ledger completely.

 Accruals and provisions: We have performed audit procedures over the balances the council is
disclosing within the financial statements. Our work has not identified any significant estimates.

Management representations
The final draft of the representation letter that we are requesting management and those charged with
governance to sign is attached in Appendix 2.
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Financial standing
No issues in relation to financial standing arose from the 2010/11 audit.

Audit independence
We confirm that, in our professional judgment, as at the date of this document, we are independent auditors
with respect to the Council and its related entities, within the meaning of UK regulatory and professional
requirements and that the objectivity of the audit engagement leader and the audit staff is not impaired.

Accounting systems and systems of internal control
It is the responsibility of the Council to develop and implement systems of internal financial control and to put
in place proper arrangements to monitor their adequacy and effectiveness in practice. As auditors, we review
these arrangements for the purposes of our audit of the financial statements and our review of the annual
governance statement.

Our work does not constitute a full test of the controls and is not designed to identify all deficiencies or issues
that may exist. It should be noted that the responsibility for controls assurance rests with those charged with
governance.

As part of our audit we have considered the findings of internal audit’s work during the year to inform our
assessment of the risks of misstatement in the financial statements. There are no issues noted in forming this
assessment.

In the audit plan we planned to adopt a top-down, controls-based approach to the audit. This involved
understanding and evaluating the controls used by management to ascertain how much assurance we can draw
from them.

We have reported all significant matters identified during the course of our audit work in the main body of this
report. We will shortly write to management setting out internal control deficiencies identified for
consideration.

Annual Governance Statement
Local Authorities are required to produce an Annual Governance Statement (AGS), which is consistent with
guidance issued by CIPFA / SOLACE: ‘Delivering Good Governance in Local Government’. The AGS is
published alongside the financial statements.

We reviewed the AGS to consider whether it complied with the CIPFA / SOLACE ‘Delivering Good Governance
in Local Government’ framework and whether it is misleading or inconsistent with other information known to
us from our audit work. We have discussed the delay in the production of the financial statements with
management and have confirmed that the final version of the AGS includes suitable references to the delay.

Economy, efficiency and effectiveness

Our value for money code responsibility requires us to carry out sufficient and relevant work in order to
conclude on whether you have put in place proper arrangements to secure economy, efficiency and effectiveness
in the use of resources.

In accordance with guidance issued by the Audit Commission, in 2010/11 our conclusion is based on two
criteria:

 The organisation has proper arrangements in place for securing financial resilience; and

 The organisation has proper arrangements for challenging how it secures economy, efficiency and
effectiveness.

Unlike in previous years, auditors have not been required to reach a scored judgement in relation to these
criteria and the Audit Commission has not developed ‘key lines of enquiry’ for each criteria. Instead, we have
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determined a local programme of audit work based on our audit risk assessment, informed by these criteria and
our statutory responsibilities.

The Audit Commission’s guidance also requires auditors to report by exception on any other significant
additional matters that come to our attention which we consider to be relevant to proper arrangements to
secure economy efficiency and effectiveness in the use of resources.

It is the responsibility of the audited body to put in place proper arrangements to secure economy, efficiency
and effectiveness in its use of resources and to ensure proper stewardship and governance, and regularly to
review the adequacy and effectiveness of them.

We have set out in the preceding sections the details of the delays encountered in the accounts production
process which has resulted in the Council not being able to produce a robust set of financial statements in
accordance with the statutory timetable. We have therefore included the following in our Value for money
opinion which has been discussed with management:

Basis for qualified conclusion

In considering the Authority's arrangements for securing financial resilience, we identified that the Authority
has significant weaknesses in ensuring reliable and timely financial reporting that meets the needs of internal
users, stakeholders and local people as it has not been able to produce a set of financial statements in
accordance with the CIPFA Code of Practice on Local Authority Accounting to the statutory timetable.

Qualified conclusion

On the basis of our work, having regard to the guidance on the specified criteria published by the Audit
Commission in October 2010, except for the matter reported in the 'Basis for qualified conclusion’ above we
are satisfied that, in all significant respects, Huntingdonshire District Council put in place proper
arrangements to secure economy, efficiency and effectiveness in its use of resources for the year ending 31
March 2011.

Risk of fraud

We discussed with the Corporate Governance Panel their understanding of the risk of fraud and corruption and
any instances thereof when presenting our Audit Plan.

In presenting this report to the Corporate Governance Panel we seek members’ confirmation that there have
been no changes to their view of fraud risk and that no additional matters have arisen that should be brought to
our attention. A specific confirmation from management in relation to fraud is included in the letter of
representation (see Appendix 2).

Accounting developments
There are a number of minor updates to the CIPFA Code of Practice on Local Authority Accounting in the UK
2011/12. As these have already been reported to you as part of our Audit Plan for 2011/12 we will not discuss
them further here.
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We identified several errors during the course of our audit. The majority of these relate to capital accounting
and have been detailed in the main body of our report. We identified minimal amendments to the financial
statements for non-capital items.

Uncorrected misstatements:

The following adjustments have not been corrected by management.

No Description of misstatement
(factual, judgemental, projected)

Statement of
Comprehensive

Net
Expenditure

£’000

Statement of
Financial
Position

£’000

Dr Cr Dr Cr

1 As part of our audit work on expenditure cut off we
identified expenditure totalling £5k that had not been
correctly accrued at the year end. When extrapolated over
the untested population this resulted in a projected error
of £276k, resulting in a total extrapolated error of £281k.
We do not expect management to adjust for this error.

Dr Net Cost of Services
Cr Accounts payable

F

281
281

2 One asset was identified as being reclassified from
property, plant and equipment to investment properties
during the transition to IFRS. Although the asset was
transferred as of 01 April 2009 the adjustments to the
revaluation reserve were not made. These have been
processed by management in 2010/11 and therefore the
impact shown below relates to the entries required as of
01 April 2009:

Current year write back:
Dr Capital Adjustment Account
Cr Revaluation Reserve

Amend 01 April 2009 opening balances:
Dr Revaluation Reserve
Cr Capital Adjustment Account

F

92

92

92

92

Total uncorrected misstatements 281 - 184 465

Summary of uncorrected misstatements
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Letter of representation

To be prepared on the Council’s letterhead and to be dated on the same date that the accounts are
approved and signed by the Council.

PricewaterhouseCoopers LLP
Abacus House
Castle Park
Cambridge
CB3 0AN

Dear Sirs

This representation letter is provided in connection with your audit of the Statement of Accounts of
Huntingdonshire District Council (the “Council”) for the year ended 31 March 2011 for the purpose of expressing an
opinion as to whether the Statement of Accounts gives a true and fair view, and has been properly prepared in
accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom and
the Best Value Accounting Code of Practice.

My responsibilities as Managing Director of Resources for preparing the financial statements are set out in the
Statement of Responsibilities for the Statement of Accounts. I am also responsible for the administration of the
financial affairs of the Council. I also acknowledge 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 Huntingdonshire District Council 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:

Financial Statements

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; in particular the financial
statements give a true and fair view in accordance therewith.

All transactions have been recorded in the accounting records and are reflected in the financial statements.

Significant assumptions used by the Council in making accounting estimates, including those surrounding
measurement at fair value, are reasonable.

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

The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the financial
statements as a whole. A list of the uncorrected misstatements is shown below:
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No Description of misstatement
(factual, judgemental, projected)

Statement of
Comprehensive

Net
Expenditure

£’000

Statement of
Financial
Position

£’000

Dr Cr Dr Cr

1 Audit work on expenditure cut off identified expenditure
totalling £5k that had not been correctly accrued at the year
end. When extrapolated over the untested population this
resulted in a projected error of £276k, resulting in a total
extrapolated error of £281k.

Dr Net Cost of Services
Cr Accounts payable

F

281
281

2 One asset was identified as being reclassified from
property, plant and equipment to investment properties
during the transition to IFRS. Although the asset was
transferred as of 01 April 2009 the adjustments to the
revaluation reserve were not made. This has been
processed in 2010/11 and therefore the impact shown
below relates to the entries required as of 01 April 2009:

Current year write back:
Dr Capital Adjustment Account
Cr Revaluation Reserve

Amend 01 April 2009 opening balances:
Dr Revaluation Reserve
Cr Capital Adjustment Account

F

92

92

92

92

Total uncorrected misstatements 281 - 184 465

The restatement made to correct a material misstatement in the prior period financial statements that affects the
comparative information has been appropriately accounted for and disclosed in accordance with the requirements
of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom.

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 Council's auditors) are aware of that information.

I have provided you with:
 Access to all information of which I am aware that is relevant to the preparation of the financial statements

such as records, documentation and other matters, including minutes of the Council, Cabinet and
Corporate Governance Panel and relevant management meetings;

 Additional information that you have requested from us for the purpose of the audit; and
 Unrestricted access to persons within the Council 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.

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.
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I have disclosed to you the results of our assessment of the risk that the financial statements may be materially
misstated as a result of fraud.

I have disclosed to you all information in relation to fraud or suspected fraud that we are aware of and that affects
the Council and involves:

– Management;
– Employees who have significant roles in internal control; or
– Others where the fraud could have a material effect on the financial statements.

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

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

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 Council conducts its business and which are central to the
Council’s ability to conduct its business or that could have a material effect on the financial statements.
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 financial statements.

The pension fund has not made any reports to the Pensions Regulator nor am I aware of any such reports having
been made by any of our advisors. I confirm that I am not aware of any late contributions or breaches of the
payment schedule/schedule of contributions that have arisen which I considered were not required to be reported
to the Pensions Regulator. I also confirm that I am not aware of any other matters which have arisen that would
require a report to the Pensions Regulator.

There have been no other communications with the Pensions Regulator or other regulatory bodies during the year
or subsequently concerning matters of non-compliance with any legal duty.

Related party transactions

I confirm that we have disclosed to you the identity of the Council’s related parties and all the related party
relationships and transactions of which we are aware.

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.

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 the Council has made you aware of all employee benefit schemes in which employees of the Council
participate.

Contractual arrangements/agreements

All contractual arrangements (including side-letters to agreements) entered into by the Council have been properly
reflected in the accounting records or, where material (or potentially material) to the financial statements, have
been disclosed to you.
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Litigation and claims

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

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:

 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.

 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 Council’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 Council
or any associated company for whose taxation liabilities the Council may be responsible.

Pension fund assets and liabilities

All known assets and liabilities including contingent liabilities, as at the 31 March 2011, have been taken into
account or referred to in the financial statements.

Details of all financial instruments, including derivatives, entered into during the year have been made available to
you. Any such instruments open at the 31 March 2011 have been properly valued and that valuation incorporated
into the financial statements.

The pension fund has satisfactory title to all assets and there are no liens or encumbrances on the pension fund's
assets.

The value at which assets and liabilities are recorded in the net assets statement is, in the opinion of the Council,
the market value. We are responsible for the reasonableness of any significant assumptions underlying the
valuation, including consideration of whether they appropriately reflect our intent and ability to carry out specific
courses of action on behalf of the pension fund. Any significant changes in those values since the date of the
financial statements have been disclosed to you.

Pension fund registered status

I confirm that the Cambridgeshire County Council Local Government Pension Scheme is a Registered Pension
Scheme. We are not aware of any reason why the tax status of the scheme should change.

Bank accounts

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

Accounting estimates

The Council has recognised the following accounting estimates in the financial statements:
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 Provision for bad debts;
 Valuation of property, plant and equipment and investment properties;
 Accounting for leisure centres;
 Component accounting;
 Classification of leases;
 Estimated useful economic lives of property, plant and equipment and intangible assets; and
 Calculation of the pension scheme assets and liabilities.

Regarding the above accounting estimates:

 The Council has used appropriate measurement processes, including related assumptions and models, in
determining the accounting estimate in the context of the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom.

 Measurement processes were consistently applied from year to year.
 The assumptions appropriately reflect our intent and ability to carry out specific courses of action on behalf

of the Council, where relevant to the accounting estimates and disclosures.
 Disclosures related to accounting estimates are complete and appropriate under the CIPFA/LASAAC Code

of Practice on Local Authority Accounting in the United Kingdom.
 No subsequent event requires adjustment to the accounting estimates and disclosures included in the

financial statements.

Additional written representations about the Statement of Accounts

The selection and application of accounting policies are appropriate.

 The following have been recognised, measured, presented or disclosed in accordance with the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom. Plans or
intentions that may affect the carrying value or classification of assets and liabilities;

 Liabilities, both actual and contingent;
 Title to, or control over assets, liens or encumbrances on assets, and assets pledged as collateral;

and
 Aspects of laws, regulations and contractual agreements that may affect the financial statements,

including non-compliance.

Using the work of experts

The Council makes use of the following experts in preparing its financial statements:

 Barker Storey Matthews for the valuation of property, plant and equipment; and
 Hymans Robertson, actuary to the Local Government Pension Scheme;

I agree with the findings of the experts shown above in evaluating the valuation of properties and the pension
scheme and have adequately considered the competence and capabilities of the experts in determining the amounts
and disclosures used in the preparation of the financial statements and underlying accounting records. The Council
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.

Leases

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

I have disclosed all material agreements that have been undertaken by the Council in carrying on its business.

Assets and liabilities

The Council 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 financial statements.
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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 Council 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 Council has satisfactory title to all assets and there are no liens or encumbrances on the Council’s assets, except
for those that are disclosed in the financial statements.

I confirm 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.

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
financial statements. When appropriate, open positions in off-balance sheet financial instruments have also been
properly disclosed in the financial statements.

Retirement benefits

All retirement benefits that the Council is committed to providing, including any arrangements that are statutory,
contractual or implicit in the Council’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.

The actuarial assumptions underlying the valuation of retirement benefit scheme liabilities as detailed within the
pension fund section of the financial statements 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.

Provisions

Provisions for depreciation and diminution in value including obsolescence have been made against property, plant
and equipment on the bases described in the financial statements and at rates calculated to reduce the net book
amount of each asset to its estimated residual value by the end of its probable useful life in the Council’s business.
In this respect I am satisfied that the probable useful lives have been realistically estimated and that the residual
values are expressed in current terms.

Full provision has been made for all liabilities at the balance sheet date including guarantees, commitments (in
particular in relation to redundancy plans) and contingencies where the items are expected to result in significant
loss.

Transactions with members/officers

Except as disclosed in the financial statements, no transactions involving members, officers and others requiring
disclosure in the financial statements under the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom have been entered into.

Additionally there were no payments made to Ian Leatherbarrow (a former Officer of the Council) over and above
what he was contractually entitled to.

Items specific to Local Government

The Council does not have plans to implement any redundancy/early retirement programmes other than those
disclosed in the financial statements for which we should have made provision in the financial statements.

The Council has determined a prudent amount of revenue provision for the year under the Prudential Framework.

The Council has determined a proper application of the statutory provisions for the treatment of leases that have
changed status on transition to IFRS.
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The Council has determined a proper application of the statutory provisions for the neutralisation of the impact of
accumulating compensated absences on the General Fund balance.

As minuted by the Corporate Governance Panel at its meeting on 7 December 2011

........................................

Managing Director (Resources)

For and on behalf of Huntingdonshire District Council

Date ……………………
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In the event that, pursuant to a request which Huntingdonshire District Council has received under the
reedom of Information Act 2000, it is required to disclose any information contained in this report, it will
otify PwC promptly and consult with PwC prior to disclosing such report. Huntingdonshire District Council
grees to pay due regard to any representations which PwC may make in connection with such disclosure
nd Huntingdonshire District Council shall apply any relevant exemptions which may exist under the Act to
uch report. If, following consultation with PwC, Huntingdonshire District Council discloses this report or
ny part thereof, it shall ensure that any disclaimer which PwC has included or may subsequently wish to

nclude in the information is reproduced in full in any copies disclosed.

2012 PricewaterhouseCoopers LLP. All rights reserved. PricewaterhouseCoopers refers to
ricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom) or, as the context
equires, other member firms of PricewaterhouseCoopers International Limited, each of which is a separate
nd independent legal entity.


