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Disclosable Pecuniary Interests

A Member, present at a meeting of the Authority, or any committee, sub-
committee, joint committee or joint sub-committee of the Authority, with a
Disclosable Pecuniary Interest (DPI) in any matter to be considered or
being considered at a meeting:

e must not participate in any discussion of the matter at the meeting;

e must not participate in any vote taken on the matter at the meeting;

e must disclose the interest to the meeting, whether registered or
not, subject to the provisions of section 32 of the Localism Act
2011;

e if the interest is not registered and is not the subject of a pending
notification, must notify the Monitoring Officer of the interest within
28 days;

e must leave the room while any discussion or voting takes place.

Public Attendance

East Herts Council welcomes public attendance at its meetings and
meetings will continue to be live streamed and

webcasted. For further information, please email
democraticservices@eastherts.gov.uk or call the Council on 01279
655261 and ask to speak to Democratic Services.

The Council operates a paperless policy in respect of agendas at
committee meetings and the Council will no longer be providing spare
copies of Agendas for the Public at Committee Meetings. The mod.gov
app is available to download for free from app stores for electronic
devices. You can use the mod.gov app to access, annotate and keep all
committee paperwork on your mobile device.

Visit https://www.eastherts.gov.uk/article/35542/Political-

Structure for details.




Audio/Visual Recording of meetings

Everyone is welcome to record meetings of the Council and its
Committees using whatever, non-disruptive, methods you think are
suitable, which may include social media of any kind, such as tweeting,
blogging or Facebook. However, oral reporting or commentary is
prohibited. If you have any questions about this please contact
Democratic Services (members of the press should contact the Press
Office). Please note that the Chairman of the meeting has the discretion
to halt any recording for a number of reasons, including disruption caused
by the filming or the nature of the business being conducted. Anyone
filming a meeting should focus only on those actively participating and be
sensitive to the rights of minors, vulnerable adults and those members of
the public who have not consented to being filmed.




AGENDA

1.

10.

11.

12.

13.

14.

Apologies

To receive any apologies for absence

Minutes - 28 May 2025 (Pages 6 - 20)

To approve as a correct record the minutes of the meeting held on 28
May 2025.

Chair's Announcements

Declarations of Interest

To receive any declarations of interest.

External auditors completion report - 2023/24 (Pages 21 - 194)

External Auditors Audit Plan 2024/25 (Pages 195 - 234)

Annual Procurement Report 2025 (Pages 235 - 267)

Assets of Community Value Report 2025 (Pages 268 - 276)

Shared Anti-Fraud Service - Anti-Fraud Report 2024/25 (Pages 277 - 290)

Shared Anti-Fraud Service - Anti-Fraud Progress Report 2025/26 (Pages
291 - 295)

Shared Internal Audit Service - Progress Report (Pages 296 - 306)

Provisional Outturn 2024/25 & Draft Statment of Accounts 2024/25 (Pages
307 - 401)

Annual Governance Statement 2024/25 (Pages 402 - 438)

Treasury Management 2024/25 Outturn (Pages 439 - 453)




15.

16.

17.

18.

Financial Management 2025/26 - Quarter 1 Forecast to year end (Pages
454 - 465)

Strategic Risk Register Monitoring Q1 2025/26 (Pages 466 - 488)

Audit and Governance Committee Work Programme (Pages 489 - 498)

Urgent ltems

To consider such other business as, in the opinion of the Chairman of the
meeting, is of sufficient urgency to warrant consideration and is not likely to
involve the disclosure of exempt information.



Agenda Item 2

AG

MINUTES OF A MEETING OF THE
AUDIT AND GOVERNANCE COMMITTEE
HELD IN THE COUNCIL CHAMBER,
WALLFIELDS, HERTFORD ON
WEDNESDAY 28 MAY 2025, AT 7.00 PM

PRESENT: Councillor M Adams (Chair)
Councillors C Hart, S Nicholls, G Williamson

and Sharman

ALSO PRESENT:

Councillors C Brittain, B Crystall, J Dumont

and S Hopewell

OFFICERS IN ATTENDANCE:

Michele Aves

Brian Moldon

Alison Street

Tyron Suddes

ALSO IN ATTENDANCE:

Dan Humphries
Simon Martin

Amar Varsani

Committee
Support Officer
Director for
Finance, Risk and
Performance
Financial Planning
Manager
Information
Governance and
Data Protection
Manager

Contracts Manager,
Everyone Active

Shared Internal Audit
Service

Grange Paddocks Leisure
Centre

34 APPOINTMENT OF VICE-CHAIR FOR 2025/26

It was moved by the Chair and seconded by Councillor
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35

36

37

38

39

Williamson that Councillor Nicholls be appointed as Vice-
Chair of the Audit and Governance Committee for
2025/26. After being put to the meeting and a vote taken,
the motion was declared CARRIED.

RESOLVED - that Councillor Nicholls be
appointed as Vice-Chair of the Audit and
Governance Committee for 2025/26.

APOLOGIES

There were apologies for absence from Councillors
Deering, Woollcombe and Willcocks, and from Mark
Poppy, Independent Person.

MINUTES - 22 APRIL 2025

It was moved by Councillor Nicholls and seconded by
Councillor Williamson that the Minutes of the meeting of
the Committee held on 22 April 2025 be confirmed as a
correct record and signed by the Chair. After being put to
the meeting and a vote taken, the motion was declared
CARRIED.

RESOLVED - that the Minutes of the Committee

meeting held on 22 April 2025 be confirmed as a
correct record and signed by the Chair.

CHAIR'S ANNOUNCEMENTS

The Chair welcomed Councillor Nicholls as Vice-Chair for
2025/26. He said that he hoped it would be a joyful year.

DECLARATIONS OF INTEREST

There were no declarations of interest.

DATA PROTECTION UPDATE

The Information Governance and Data Protection
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Manager introduced the report which provided an update
on the council’s response to data breaches and subject
access requests from 1st October 2024 to 1st April 2025.

The Information Governance and Data Protection
Manager said that there had been 11 breaches in the
period, none of which had required reporting to the
Information Commissioner’s Office (ICO). He said that 9
of these breaches were due to incorrect email recipients,
1 was due to a BEAM data transfer error and the other
due to an error in publication on the planning portal.

The Information Governance and Data Protection
Manager said that in relation to the breaches, apologies
had been issued to the affected data subjects, with
recipients asked to confirm deletion of the data received.
He said that responsible staff had been issued handling
reminders and had retaken the data protection e-learning
module.

The Information Governance and Data Protection
Manager said that the incorrect data had been removed
from the planning portal immediately, with the process
updated to prevent further breaches. He said that there
had been other preventive measures taken during the
period, including updates to Council Tax account
processes, assurance from software providers and
attempted email recalls where applicable.

The Information Governance and Data Protection
Manager said that the number of breaches remained
acceptable given the volume of data which the council
processed. He said that staff were effectively recognising
and reporting any breaches within policy time limits and
that the council’s data breach incidents and responses
were audited in October 2024, receiving a substantial
assurance.

The Information Governance and Data Protection
Manager said that 11 Subject Access Requests were
received in the period, all of which had been processed
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within statutory time limits.

The Chair thanked the Information Governance and Data
Protection Manager for his report.

Councillor Nicholls said that the report was very
reassuring and asked how the number of breaches
council compared against other local authorities. She also
asked if the date protection e-learning module had been
effective.

The Information Governance and Data Protection
Manager said that the number of breaches was regarded
as normal, with any more than 20 in the period a cause
for concern. He said that the annual e-learning training
was mandatory for all staff, with a retake required by
employees involved in a breach.

The Chair asked if there was need for concern amongst
residents who were required to provide personal details in
an online form to obtain their bin collection cycles, asking
if this was an increased threat.

The Information Governance and Data Protection
Manager said that the need for the data should have been
questioned.

The Director for Finance, Risk and Performance said that
this matter had been raised at Leadership Team. He said
that the process was being moved away from, and that
residents would no longer have to to register their details
to obtain the required information.

Councillor Hart questioned why the form had been
intrusive in the first instance. The Information Governance
and Data Protection Manager said that the form should
have been seen by him earlier — and the need for data
would have been questioned.

It was moved by Councillor Williamson and seconded by
Councillor Nicholls, that the recommendations, as
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detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that (A) the contents of the report
be noted, and any observations be provided to the
Information Governance and Data Protection
Manager.

ANNUAL ASSURANCE STATEMENT AND INTERNAL
AUDIT ANNUAL REPORT 2024/25

The Shared Internal Audit Service (SIAS) Manager
introduced the report which summarised the audit activity
and outcomes for 2024/25. He drew Members attention to
page 28 of the report which gave the annual assurance
opinion.

The SIAS Manager referred to pages 33 and 34 of the
report which showed how the service faired against
performance indicators, which almost without exception
were met and gave detail on service developments, such
as securing new business outside of Hertfordshire.

The SIAS Manager said that the Audit Charter for
2025/26 could be seen from page 44 of the report, which
remained almost unchanged from last year apart from
paragraphs 6.1 and 6.3.

The Chair thanked the SIAS Manager for his report.

Councillor Nicholls asked if the issues relating to
premises licenses were now resolved, and if there were
any operating difficulties for SIAS.

The SIAS Manager said that record keeping and status
on licences was now in place, with management
assurance, which would be followed up. He said that
regular liaison meetings were held, including catch ups
with Heads of Service, and that any delays with field work
(which was dependent on staff engagement) was picked
up later in the year.
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The Chair asked if the council was a contributor who
could influence the content f the audit charter.

The SIAS Manager said that the charter followed a
template, with the Global Internal Audit Standards
reflected. He said that the council did not influence, with
content driven externally.

The Chair referred to the report recommendations and
sought verbal assurance from the Director of Finance,
Risk and Performance that the scope and resources for
internal audit were not subject to inappropriate limitations
in 2024/25.

The Director of Finance, Risk and Performance gave this
assurance.

It was moved by Councillor Williamson and seconded by
Councillor Nicholls, that the recommendations, as
detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that (A) the Annual Assurance
Statement and Internal Audit Annual Report
2024/25 be noted: and

(B) that the results of the self-assessment required
by the Global Internal Audit Standards (GIAS) and
the Quality Assurance and Improvement
Programme (QAIP) be noted: and

(C) that the SIAS Audit Charter 2025/26 be
approved: and

(D) that management assurance that the scope
and resources for internal audit were not subject to
inappropriate limitations in 2024/25 be sought.

PROVISIONAL OUTTURN 2023/24 AND 2023/24 DRAFT
STATEMENT OF ACCOUNTS
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The Service Manager (Strategic Finance) introduced the
report which presented the 2023/24 provisional outturn
and draft statement of accounts for 2023/24. She said
that as highlighted in the report and at previous meetings
of the Committee both items had been subject to delay
due to the ongoing 2021/22 and 2022/23 audits, the
review of aged debts and the minimum revenue provision
and capitalisation of salaries.

The Service Manager (Strategic Finance) said that the
2021/22 and 2022/23 audits were concluded at the
Committee’s meeting on 22 April, and that the impact of
the completed reviews in 2023/24 were included in the
outturn position and the draft statement of accounts. She
said that the 2023/24 outturn position showed an
underspend of £224k, which had been transferred to
reserves to fund future overspends and that the 2024/25
provisional outturn would be presented to Members at the
next meeting.

The Chair thanked the Service Manager (Strategic
Finance) for her report.

Councillor Williamson sought clarification regarding the
reason for the variance of funding reported in Table 1.

The Service Manager (Strategic Finance) said that this
was due to the budget being set with a net deficit on
council tax and business rate collections, and the outturn
position having a surplus — mainly due to changes in the
appeals process, giving movement of £3.3 million.

It was moved by Councillor Nicholls and seconded by
Councillor Williamson, that the recommendations, as
detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that (A) the general fund revenue
outturn of £224k underspend to be transferred to
the general reserve be noted: and
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(B) that the capital outturn position be noted: and

(C) that the 2023/24 draft statement of accounts
be received.

2024/25 ACCOUNTING POLICIES

The Service Manager (Strategic Finance) introduced the
report which presented the accounting policies to be used
in the production of the 2024/25 Statement of Accounts.
She said that agreement of these policies would help the
authority to fulfil its statutory duty to prepare accounts in
line with current legislation, codes of practice and
standards.

The Service Manager (Strategic Finance) said that there
had been no significant changes to the previously used
standards, other than some small presentational changes.

The Chair thanked the Service Manager (Strategic
Finance) for her report.

Councillor Williamson said that the policies were mostly
unchanged and was happy to accept them.

It was moved by Councillor Nicholls and seconded by
Councillor Hart, that the recommendations, as detailed,
be approved. After being put to the meeting and a vote
taken, this motion was declared CARRIED.

RESOLVED - that the accounting policies, as set
out in Appendix A, be approved for use in the
2024/25 Statement of Accounts.

MONITORING 2024/25 QUARTER 4 CORPORATE RISK
REGISTER

The Director for Finance, Risk and Performance
introduced the updated corporate risk report. He said that
there had been no change to any scores, with no new
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risks added or deleted.

The Director for Finance, Risk and Performance said that
it was too early for local government reorganisation to be
included on the register, as there were too many
unknowns. He assured Members that this issue was on
the radar.

The Chair thanked the Director for Finance, Risk and
Performance for the report.

Mr Sharman noted that there were now mitigations in
place regarding the production of accounts, which
enabled continuous monitoring.

The Director for Finance, Risk and Performance said that
such risks were covered around financial resources, such
as resources in the team. He said that a report went to
Council in May 2025 which also recommended regular
reports around these risks.

The Chair asked if target dates could also be populated in
the table as seen on page 166 of the report.

The Director for Finance, Risk and Performance said that
such dates could be included.

It was moved by Councillor Williamson and seconded by
Councillor Hart, that the recommendations, as detailed,
be approved. After being put to the meeting and a vote
taken, this motion was declared CARRIED.

RESOLVED - that the 2024/25 quarter four
corporate risk register and actions being taken to
control and mitigate risk be noted.

SOCIAL VALUE POLICY 2025-2030

The Director for Finance, Risk and Performance
introduced the report regarding a refresh of the Social
Value Policy adopted by the council in 2021. He said that
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following review with all service areas which undertook
procurement, the number of Themes, Outcomes and
Measures (TOM’s) had been greatly reduced.

The Chair thanked the Director for Finance, Risk and
Performance for the report.

Councillor Nicholls welcomed the suggestion that social
value be considered in planning applications, and asked
how penalties would be monitored for contractors who did
not comply.

The Director for Finance, Risk and Performance said that
obligations would be included within contracts, signed
between the parties, which would be weighted and scored
with consequences and penalties for non-compliance
included.

Councillor Hart asked how social detriment was
evaluated.

The Director for Finance, Risk and Performance said that
any detrimental impact was considered pre-contract.

Councillor Nicholls asked if the added costs of including
social value would act as a deterrent to some contractors.

The Director for Finance, Risk and Performance said that
the policy had been in place since 2021, and each
contract was looked at on a case-by-case basis.

It was moved by Councillor Nicholls and seconded by
Councillor Williamson, that the recommendations, as
detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that the draft Social Value Policy
2025-2030 set out in Appendix A, be approved.

ANNUAL LEISURE CONTRACT PERFORMANCE REPORT
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With the consent of the Chair, the Annual Leisure Contract
Performance report was moved up to agenda item 7, however
the minutes are written in the order of the original agenda.

The Executive Member for Wellbeing introduced the report to
the Committee, which detailed the 6% year of the 15-year
leisure contract with Everyone Active. She said that 2024
contained a lot of positives, including in excess of 1.6 million
visits to the leisure facilities.

The Executive Member for Wellbeing reflected on the loss of
funding for Leventhorpe and Fanshawe resulting in the
closure of these facilities, despite huge efforts within the
community to keep them open. She said that alternative
solutions at Fanshawe continued to be explored, but the
ability for many of the users of these closed facilities to
transfer to alternative centres within the district was positive.

The Executive Member for Wellbeing highlighted the wider
work which had been carried out over the period, including the
relaunch of the exercise on referral scheme, and the
introduction of dedicated senior and wellbeing programmes.

The Chair thanked the Executive Member for Wellbeing for
her report.

The Everyone Active Contracts Manager and the General
Manager of Grange Paddocks gave a presentation to the
Committee, which gave an overview of the 2024 year.

The Executive Member for Corporate Services said that the
numbers within the report and presentation were fantastic,
and asked how much more headroom was available with
regards to capacity at the facilities.

The Everyone Active Contracts Manager said that this
question was difficult to answer, as facilities had ‘peak times’
when habitually people wished to use them and that if people
could not use the facilities when they wished they would not
renew their memberships. He said that as part of a planned
£600,000 refurbishment at the Grange Paddocks gym,
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sensors had been deployed to measure the use of equipment,
enabling a design which made better use of the space.

The Executive Member for Corporate Services asked if
Everyone Active were aware that the limit to the number of
younger people who could use the gym was causing parents
to not be able to book for their children.

The Everyone Active Contracts Manager said that they were
aware of this issue and were looking to change age and
availability times. He said that it was a struggle to meet the
demand for younger people, but other users did not want to
use the facilities alongside them. He said that exercise
classes could be offered to this age group, but research had
shown that they did not want ‘watered down’ versions of
activities.

Councillor Williamson said that there was lots of good news in
the report, which was impressive. He asked if there were
numbers relating to those who had not transferred from
Leventhorpe and Fanshawe, and if there had been any efforts
to entice these users.

The Everyone Active Contracts Manager said that this was
around 400 people, with some not transferring to other
facilities due to practicalities and others deciding to do other
activities. He said that pricing for transferees had been held
for 12 months.

Councillor Nicholls asked if there was data which showed
where those who used Ward Freeman had transferred to.

The Everyone Active Contracts Manager said that these
users had transferred to Ware facilities or had moved out
of district to North Herts.

Councillor Nicholls asked if there was any offsetting of the
facility’s high energy consumption.

The Everyone Active Contracts Manager said that this
was a national challenge. He said that active travel was
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encouraged for patrons and staff, with work with
Neighbourhood Police Teams ongoing in relation to bike
thefts.

Councillor Hart said that she was an advocate for ‘Save
Fanshawe’ and that it would be good motivation to know if
its closure meant that capacity could not be met by other
facilities.

Mr Sharman said that the statistics within the report
looked great and asked if targets were on track.

The Everyone Active Contracts Manager said that results
were significantly higher than expected. He said that
commercial activity could not be discussed in such an
open forum, but the council were very happy from a
financial perspective.

The Director for Finance, Risk and Performance said that
the information was included in the budget setting report.

It was moved by Councillor Williamson and seconded by
Councillor Nicholls, that the recommendations, as
detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that the Annual Leisure Contract
Performance Report (2024) as set by the service
leisure provider be reviewed and received.

AUDIT AND GOVERNANCE COMMITTEE WORK
PROGRAMME

The Director for Finance, Risk and Performance
introduced the report. He drew Members attention to page
207, which as per previously requested by the
Committee, now included a table (with due dates) relating
to the publication of the statement of accounts.

The Director for Finance, Risk and Performance
introduced the report and said that the programme for
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2026/27 was currently being scheduled with the Chair, in
anticipation that this would consist of 5 Committee
meetings, and a further joint meeting with the Overview
and Scrutiny Committee to take place in January for
budget reports.

The Chair thanked the Director for Finance, Risk and
Performance for the report and said that the table was
very concise.

Councillor Williamson said that the dates, as added, were
very helpful, giving clarity. He said that the joint meeting
held with the Overview and Scrutiny Committee was very
positive.

Councillor Nicholls asked for confirmation of training for
the Committee.

The Director for Finance, Risk and Performance said that
training would be scheduled for treasury management,
fraud, and risk. He welcomed suggestions from the
Committee for other training subjects.

Mr Sharman said that the Leisure Report, as received at
the meeting, was not as described, and sought clarity
regarding this. He referred to the BEAM report, which was
scheduled on the work programme, and asked if the
business case could be seen by the Committee. He
added that the BEAM report appeared to be duplicated for
both September and November.

The Director for Finance, Risk and Performance said that
the BEAM report was duplicated and should only be
scheduled for November’s agenda. He said that this
report would give an update on BEAM’s performance and
would feed into outturn — therefore possibly requiring it to
be heard in Part 2.

Mr Sharman said that the Committee needed assurances

that the council was receiving what it anticipated/ good
value with the Leisure Contract, and that there was a gap
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in the earlier conversation around this.

The Director for Finance, Risk and Performance said that
with regards to the Leisure Contract, Everyone Active
paid the council to operate the contract, with the council
receiving additional profit share to this. He said that this
was currently beyond expectations.

The Director for Finance, Risk and Performance said that
with regards to BEAM, the report would give
achievements to date.

Mr Sharman asked if a target was set by the Council for
the contractor.

The Director for Finance, Risk and Performance said that
this would be a conversation for the Director of Place.

It was moved by Councillor Nicholls and seconded by
Councillor Williamson, that the recommendations, as
detailed, be approved. After being put to the meeting and
a vote taken, this motion was declared CARRIED.

RESOLVED - that (A) the work programme as set
out in the report be approved; and

(B) any training requirements be specified.

URGENT ITEMS

There were no urgent items.

The meeting closed at 8.43 pm

Chairman .

Date
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East Herts Council Report

Leadership Team Meeting

Date of meeting: Tuesday 23 September 2025

Report by: Brian Moldon, Director of Finance, Risk and Performance
Report title: External auditors completion report - 2023/24

Ward(s) affected: All Wards

Summary - The external auditors, Azets will present their Audit
Completion and Annual Auditors Reports for the 2023/24 Statement of
Accounts to the Committee setting out the results of their audit.

This report presents the 2023/24 Statement of Accounts to the Audit and
Governance Committee for approval.

RECOMMENDATIONS FOR AUDIT AND GOVERNANCE
COMMITTEE:

a) Receive and make any comments on the external auditor’s
Completion Report for 2023/24 and the Annual Auditors Report
2023/24.

b) Approve the 2023/24 Statement of Accounts.

1.0 Proposal(s)

1.1That Members review and comment on the external auditors
Completion Report (Appendix A) and Annual Auditors Report
(Appendix B) for 2023/24.

1.2 The Statement of Accounts are attached as Appendix C for
2023/24.

2.0 Background

2.1 The Government has introduced legislation aimed at bringing
local authority audits up to date, with a backstop date of 28 February
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2025 for the completion of 2023/24 audits. As part of this process, it
is expected that auditors will issue a ‘disclaimed’ audit opinions,
meaning no assurance can be provided on these set of accounts.

2.2 This report is presented to the Audit & Governance Committee in
its role as the body charged with governance and as the designated
committee responsible for approving the Statement of Accounts (see
Appendix C). The Auditor's Completion Report and the Annual
Auditor’s Report for 2023/24, prepared by the Council’s external
auditors, are included at Appendices A and B respectively.

2.3 For Members’ information, an updated version of the Auditor’s
Disclaimer of Opinion on the financial statements is provided at
Appendix D. This will be incorporated into the final version of the
2023/24 Statement of Accounts once the auditors have signed them
off. Also included is a copy of the Letter of Representation (at
Appendix E), which will be signed by the Director of Finance, Risk
and Performance ahead of the audit sign-off. This letter is a key piece
of audit evidence, confirming the accuracy and completeness of the
financial information provided. It also acknowledges management’s
responsibility for the financial statements and confirms that all
material facts have been disclosed.

3.0 Reason(s)

3.1The external auditor is required by auditing standards to present
the Committee with their Audit Completion and Annual Auditor’'s
Reports. The external auditor is presenting their report on the
Council’s financial statements and provide a value for money
conclusion.

3.2 The report anticipates issuing a disclaimed audit opinion for the

financial year ending 31 March 2024 due to the inability to meet the
statutory backstop date of 28 February 2025.
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3.3 The report highlights significant weaknesses in the Council’s
arrangement for the preparation and publication of financial
statements. The Council failed to publish draft financial statements
within the regulatory timeframe for the year 2023/24.

4.0 Options

4.1 Members can ask questions and make observations to the
external auditor, but they cannot reject their reports.

5.0 Risks
5.1 These are contained within the body of the main report.
6.0 Implications/Consultations
Community Safety
No
Data Protection
No
Equalities
No
Environmental Sustainability
No
Financial
These are contained in the main body of the report.
Health and Safety
No
Human Resources
No
Human Rights

No
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Legal

Approval of the accounts by committee fulfils the requirements of the Accounts and
Audit regulations (2015).

Specific Wards

No

7.0 Background papers, appendices and other relevant material

71
7.2
7.3
7.4

7.5

Appendix A — Audit Completion Report 2023/24.

Appendix B — Auditors Annual Report 2023/24

Appendix C — Statement of Accounts for 2023/24

Appendix D — Auditors Disclaimer of opinion on the financial
statements

Appendix E — Draft Letter of Representation

Contact Member

Carl Brittain, Executive Member for Financial
Sustainability

carl.brittain@eastherts.qov.uk

Contact Officer
Brian Moldon, Director for Finance, Risk and
Performance
brian.moldon@eastherts.qov.uk

Report Author
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Brian Moldon, Director for Finance, Risk and
Performance,

Alison Street, Financial Planning Manager


mailto:carl.brittain@eastherts.gov.uk
mailto:brian.moldon@eastherts.gov.uk
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Dear Audit and Governance Committee Members
East Hertfordshire District Council — Completion report for Those Charged with Governance for the year ended 31 March 2024

This Audit Completion Report summarises the approach and outcomes arising from our audit for the benefit of Those Charged with Governance, as required by
International Standard on Auditing (UK) 260, the National Audit Office Code of Practice 2024 (the ‘Code’) and associated Auditor Guidance Notes. The contents of
this report relate only to those matters which came to our attention during the conduct of our audit procedures and have been discussed with management.

We were appointed as auditors to perform the audit in accordance with International Standards on Auditing (UK) (ISAs (UK), which are directed towards forming and
expressing an opinion on the financial statements that have been prepared on behalf of management with the oversight of Those Charged with Governance.

Statutory Instrument (2024) No.907 - “The Accounts and Audit (Amendment) Regulations 2024’ (the Sl) imposed a backstop date of 28 February 2025 by which
date we were required to issue our opinion on the financial statements. The Accounts and Audit Regulations 2015, as amended by the Accounts and Audit
(Amendment) Regulations 2024, imposed a statutory backstop date of 28 February 2025 for the publication by the Council of their final Statement of Accounts for
2023/24. The Code of Audit Practice (2024) (the Code) issued by the National Audit Office (NAO) on behalf of the Comptroller and Auditor General (the Code)
specifies that auditors are required to issue their auditor’s report before this date, even if planned audit procedures are not fully complete, so that local government
bodies can comply with these statutory reporting timescales.

We were unable to issue our disclaimed opinion on the financial statements for 2023/24 by the backstop date as, at this date, the Council had not actually produced
aRly financial statements upon which an opinion could be issued. The Council subsequently published the 2023/24 accounts on 30 April 2025. As this date was two

nths after the backstop date, the time constraints mean that we cannot complete all necessary procedures to obtain sufficient, appropriate audit evidence to
é'l\BJpport the opinion and fulfil all the objectives of all relevant ISAs (UK). This decision is in line with ISA 200: Failure to Achieve an Objective 24.

-\] A Z E T S continued.....



If.an objective in a relevant ISA (UK) cannot be achieved, the auditor shall evaluate whether this prevents the auditor from achieving the overall objectives of the audit
amd thereby requires the auditor, in accordance with the ISAs (UK), to modify the auditor's opinion or withdraw from the engagement (where withdrawal is possible under
é%plicable law or regulation).

N
A¥ditors have to consider whether the time constraints imposed by the backstop date mean that they cannot complete all necessary procedures to obtain sufficient,
appropriate audit evidence to support their opinion and fulfil all the objectives of the ISAs (UK). For 2023/24, the time constraints are further restricted by the fact that the
statutory backstop date of 13 December 2024 for outstanding periods to 31 March 2023 — all preceding audit periods — resulted in the issue of disclaimed audit opinions
by the Council’s predecessor auditor for the financial years ended 2022/23 and 2021/22. These were issued on 23 April 2025, four months after the backstop date. This
means we have no assurance on the Council’s opening balances as at 1 April 2024.

Taking the above into account, for the year ended 31 March 2024 we have determined that we cannot meet the objectives of the ISAs(UK) and we anticipate issuing a
disclaimer of opinion in our auditor’s report.

In completing our work for this audit year we have taken into account Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Regulations 2024”
and Local Audit Reset and Recovery Implementation Guidance. We have also taken into account the requirements of the Local Audit and Accountability Act
2014, the National Audit Office’s Code of Audit Practice (2024), the Statement of Responsibilities (from 2023/24 audits) issued by Public Sector Audit Appointments
(PSAA) Ltd, auditing standards and other professional requirements.

The responsibilities of the Council and Those Charged with Governance remain unchanged. The Council’'s Responsible Finance Officer has a responsibility under The
Accounts and Audit Regulations 2015 to confirm that the Accountability Statements included in the Statement of Accounts give a true and fair view. Those Charged with
Governance have an essential role in ensuring that it has assurance over the quality and accuracy of the financial statements prepared by management and the
Council’'s wider arrangements to support the delivery of a timely and efficient audit. The Public Sector Audit Appointment Limited’s Statement of Responsibilities
(paragraphs 26-28) clearly set out what is expected of audited bodies in preparing their financial statements (see Appendix Ill).

Alongside our audit of the financial statements, under the Code we are also required to consider your arrangements for securing economy, efficiency and effectiveness
in your use of resources and to report any significant weaknesses we identify, including reporting these in our auditor’s report. We consider and report on the adequacy
of the Council’s financial reporting arrangements and the effectiveness of the Audit and Governance Committee, as the Council’s body charged with governance, in
fulfilling its role in those arrangements as part of our assessment of Value for Money arrangements. We also consider the use of other statutory reporting powers to
draw attention to weaknesses in those arrangements where we consider it necessary to do so.

continued.....
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Where, as part of our work, we identify control weaknesses we also report these to you. However, our audit is not designed to test all internal controls or identify all
areas of control weakness. As such, our work cannot be relied upon to disclose all defalcations or other irregularities, or to include all possible
improvements in internal control that a more extensive special examination might identify.

This report is intended solely for the information and use of the Audit and Governance Committee, and management, and is not intended to be and should not be used
by anyone other than these specified parties.

We would like to take this opportunity to record our appreciation for the kind assistance provided by your team during our audit.
Yours sincerely

Paul Grady
Key Audit Partner
For and on behalf of Azets Audit Services

This report has been prepared for the sole use of the Council’s management and Those Charged with Governance. It should not be quoted in
whole or in part without our prior written consent and should not be relied upon by third parties. No responsibility is assumed by Azets Audit

A Z E T S Services to any third parties. To the fullest extent permitted by law, we do not accept any responsibility for any loss occasioned to any third party
acting, or refraining from acting, on the basis of the content of this report, as this report was not prepared for, nor intended for, any other purpose.
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Executive summary

This section summarises for those charged with governance the work we performed on the Council’s financial statements, our findings on your value for money
arrangements and other matters arising from the statutory audit of East Hertfordshire District Council for the year end 31 March 2024.

Under International Standards on
Auditing (UK) (ISAs) and the
National Audit Office (NAO) Code
of Audit Practice 2024 ('the Code’)
we were appointed to report on
whether, in our opinion:

The Council’s financial
statements give a true and fair
view of the financial position of
the Council and its income and
expenditure for the period; and
The Council’s financial
statements, have been properly
prepared in accordance with the
CIPFA/ LASAAC Code of
Practice on Local Authority
Accounting in the UK (the
‘CIPFA Code) 2023/24 and the
Local Audit and Accountability
Act 2014.

We are also required to report on
other matters under the Code of
Audit Practice (2024), including any

ignificant weaknesses we have

Q¥lentified in the Council’s

‘%rrangements for securing

&ponomy, efficiency and
keffectiveness in its use of
resources.

Context for the audit

Timely, high-quality financial reporting and audit of local bodies is vital. It supports good decision making by local bodies and ensures
transparency and accountability to local taxpayers. There is general agreement that the backlog in the publication of audited financial
statements by local bodies has grown to an unacceptable level and that all stakeholders in the sector need to work together to address this.
The factors which have led to this situation are widespread and varied. These include the following:

* Increased complexity of financial and other reporting requirements within the sector

* Increased volume of complex capital and income generation transactions which require specialist accounting and auditing expertise and
which take significantly more time to prepare and audit

*  Lack of capacity within local authority financial reporting professions and audit firms with specialist public sector experience

* Increased regulatory pressure on auditors, which in turn has increased the scope and extent of audit procedures performed

The Ministry of Housing, Communities and Local Government (MHCLG), formerly the Department of Levelling Up Homes & Communities
(DLUHC), has worked collaboratively with the Financial Reporting Council (FRC) and other system partners including the NAO to develop
and implement measures to clear the backlog.

In July 2024, the Minister for MHCLG issued a statement confirming the government’s plans to:

* Reset and clear the backlog through the setting of a statutory backstop date of 13 December 2024 for any outstanding financial
statements for financial years to 2022/23;

* Recover assurance over a five-year period to 2027/28 to avoid a recurrence of the backlog through the setting of further backstop dates
for financial years 2023/24 to 2027/28; and

* Reform the local audit system to address the systemic challenges and embed timely financial reporting and audit.

Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Regulations 2024” (the Sl), together with the updated NAO
Code of Audit Practice 2024 and the Local Audit Reset and Recovery Implementation Guidance give effect to the ministerial statement and
have all been developed to ensure auditor compliance with International Standards on Auditing (UK) (ISAs (UK)).

continued. ...
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Executive summary

éﬁtutory backstop dates were published in The Accounts and Audit (Amendment) Regulations 2024, which were approved by Parliament and came into force on 30 September 2024.
Tasse regulations were subsequently incorporated into The Accounts and Audit Regulations 2015 (as amended).

AH]gside this updated legislation the NAO updated the Code of Audit Practice (the Code) to reflect the statutory backstop requirements. The 2024 Code was approved by Parliament
on 14 November 2024. At the same time the NAO issued the Local Audit Reset and Recovery Implementation Guidance (the LARRIGS) to facilitate auditor compliance with
International Standards on Auditing (UK) (ISAs (UK), which were endorsed by the FRC.

The Council’s 2021/22 and 2022/23 audits were concluded in April 2025. The 2021/22 and 2022/23 audits were disclaimed on 23 April 2025, resulting in a lack of assurance on the
Council’s opening balances at 1 April 2024.

As a result of the system wide implementation of backstop dates we intend to issue a disclaimer of the audit opinion on the Council’'s 2023/24 accounts.

Financial statements — the 2023/24 audit

The statutory deadline for councils to issue unaudited financial statements for 2023/24, as set out in the Accounts and Audit Regulations 2015 (as amended), was 31 May 2024. The
Accounts and Audit Regulations 2015 required the Authority to make its financial statements for the year ended 31 March 2023 available for public inspection by the first working day
in June 2023.

Whilst we had undertaken as much work as possible ahead of this date in support of the 2023/24 audit, we were not able to commence our work on the financial statements before the
accounts were submitted to us.

The Council issued its unaudited financial statements on 30 April 2025, nearly a year after the statutory deadline. The public inspection period ran from 30 April 2025 to 13 June 2025.
Although we undertook as much preparatory, planning and interim work as possible in support of the 2023/24 audit, we were not able to commence our work on the financial
statements before the accounts were submitted to us. The Council’s delay in publishing the 2023/24 accounts was due in part to the fact the audits for prior years were not completed
until 23 April 2025.

The absence of assurance over opening balances resulting from the disclaimers of opinion issued over the prior years, combined with the statutory backstop date for 2023/24 having
passed before the accounts were published, restricted the audit procedures that we had planned to undertake to gain assurance on the Council’'s 2023/24 financial statements. These
planned procedures were first reported in our audit plan in January 2024 and updated in our progress reports shared with the Audit Committee in May 2024 and November 2024. We
also experienced significant delays in the receipt of information from the Council, as officers were also dealing with the 2021/22 and 2022/23 audits, which impeded the progress of the
2023/24 audit prior to the production of the financial statements and resulted in additional costs. Given the backstop date had already passed two months before the 2023/24 accounts
were published, there is insufficient remaining time and resource available to obtain sufficient appropriate audit evidence to conclude that the 2023/24 financial statements as a whole
are free from material misstatement, including recovering missing assurance from earlier years. We therefore plan to issue a disclaimer of the audit opinion on the Council’'s 2023/24
accounts. We have included the draft wording of our Audit Report alongside this document for your information.

We have prioritised available resources in carrying out audit procedures which will provide us with audit information which we can accrete to future audit periods in line with the
guidance set out in the LARRIGs.

continued....
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Executive summary

We have undertaken the following planning tasks:

* Required independence procedures;

* Determination of materiality at the planning stage and reconsideration upon receipt of the financial statements;

* Made inquiries of management, Those Charged with Governance and internal audit;

* Procedures in relation to understanding the entity and its environment, and in assessing the control environment in place;

* Planning procedures in relation to applicable laws and regulations;

* Planning assessment and consideration of the Council’s related party transactions;

* Review of key Council minutes;

* Review of internal audit reports and findings produced;

*  Assessment of competence and capability of experts used by the Council in the preparation of the financial statements;

* Undertaking planning analytical procedures and follow up with management;

* Updated our understanding of the business, including through review of responses to inquiry letters, minute review and in discussion in our internal planning meetings and through
our review and documentation of business processes and walkthrough procedures, where possible, including our review of IT General Controls and additional procedures required
under ISA (UK) 315;

* Detailed walkthroughs of the following material systems related to identified significant risks: general ledger and journals, investment property valuation;

* Risk-based scoping of audit procedures at the financial statements level and at the assertion level,

* Identified significant risks of material misstatement;

* Considered any other matters that may require reporting to regulators, or which may result in a modification to the audit report, e.g. non-compliance with laws and regulations,
objections, significant weaknesses in arrangements for value for money and any matters that may result in the use of the auditor’s powers;

*  Production, agreement of the audit plan (January 2024) and interim progress report (January 2024 and November 2024 respectively).

In order to issue our auditor’s report, we require completion of the following matters:

* Receipt and review of the management representation letter

* Receipt and review of the final amended, approved Statement of Accounts.

* Responses from management regarding subsequent events up to the date of the opinion and completion of subsequent events audit procedures.
*0 Final engagement lead ‘stand-back’ review of the file.

e

(@)
We will continue to consider existing and new information which could influence our final audit report (opinion), a current draft of which is provided as an additional document alongside

ths report.
w continued....
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Executive summary

D
‘the Council’'s Chief Financial Officer is responsible for ensuring that the Council has adequate internal controls in place to produce financial statements that give a true and fair view

and for reconfirming the material accuracy of the financial statements before they are approved by the Audit Committee.

Where, from our procedures performed, we have identified errors or misstatements in the financial statements, disclosure errors, or inconsistencies with the prior year, we report
these in this report. Any such matters reported are not exhaustive due to the lack of time available to complete our work. We are unable to confirm if there are any other
misstatements in the financial statements for 2023/24 beyond those reported in this report.

During our work we identified some deficiencies in your internal controls which are set out in Appendix 1.

Value for money
We are required to consider whether the Council has put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.
We have completed our value for money work, and our detailed findings are presented in the Auditor's Annual Report, which will be issued alongside this Audit Completion Report.

In 2022/23 the predecessor auditor identified significant weaknesses in the Council’s arrangements for the preparation and publication of financial statements. As a result the auditor
made Statutory Recommendations under Schedule 7(2) of section 24 of the Local Audit and Accountability Act 2014 (as amended) (the Act).

As the recommendations were only raised formally in April 2025 there is insufficient time for any of the responses to have been implemented at this date. Accordingly the significant
weaknesses remained present during 2023/24 and we have concluded accordingly.

As the Council considered the statutory recommendations at a public meeting, as required by the Act, we have not re-issued further statutory recommendations but have made key
recommendations in respect of the significant weaknesses identified in respect of governance. We have also raised other recommendations for improvement across all three criteria.

Statutory duties

The Local Audit and Accountability Act 2014 (the Act) requires us to: report to you if we have applied any of the additional powers and duties available to us under the Act; and
certify the closure of the audit.

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the course of the audit, either for the
Council to consider it, or to bring it to the attention of the public.

Whilst the statutory recommendations raised in April 2025 (as part of the 2022/23 audit) are not implemented as there has yet not been sufficient time to do so, the Council has
commenced its response and considered the statutory recommendations in public, in line with legislative requirements. We have therefore not raised new statutory recommendations in
the same area, pending the Council’'s implementation of responses to those previously raised. We have not exercised any other statutory powers or duties available to us for 2023/24.

We expect to certify the closure of the audit within our auditor’s report.



Quality indicators

The following metrics are important in assessing the reliability of your financial reporting and response to the audit

Metric

Grading

KEY:

Significant improvement required
Developing

GREEN: Mature

Commentary

Timeliness of draft
financial statements

Quality of working
papers provided and
adherence to timetable

Timing of key accounting
judgements

Access to finance team
and other key personnel

Timeliness of Narrative
Report and Annual
Governance Statement

Volume and magnitude
of identified errors

Gg abed

Red

Red

Red

Red

Under The Accounts and Audit Regulations 2015 the deadline for the production and approval for the draft financial statements was 31 May 2024.The
Council did not prepare its draft accounts in line with this deadline as, at the time, the prior year audit had not been concluded. The draft financial
statements were published and made available for inspection on the Council’s website on 30 April 2025, 11 months after the statutory deadline for
publishing draft accounts and 2 months after the statutory backstop for publishing audited financial statements.

There was a significant delay in the provision of the working papers, which was in part attributable to the need to finalise the closure of the 2021/22
and 2022/23 financial accounts, as these had yet to be concluded by the predecessor auditor. This also resulted in significant delays in the provision
of information throughout the planning and interim phases of the audit, resulting in the need to schedule additional interim visits and resulting in
substantial additional costs.

Due to delays in the finalisation of the accounts and the constraints imposed by the backstop date, we have not been able to assess the timing and
quality of key accounting judgements, other than noting the timeliness of these judgements being made was significantly later than the required
statutory deadlines.

The finance team responded to our audit queries to the best of their ability. However, their capacity to engage was constrained by the need to
prioritise the closure of the outstanding 2021/22 and 2022/23 audits led by the predecessor auditor. As a result, interaction with the finance team
during the audit was subject to cancellations, delays and resulted in the need to schedule additional interim visits and meetings.

Under The Accounts and Audit Regulations 2015 the deadline for the production and approval for the draft financial statements was 31 May 2024.The
Council did not prepare its draft accounts in line with this deadline as, at the time, the prior year audit had not been concluded. The Annual
Governance Statement and Narrative Report were published and made available for inspection on the Council’s website on 30 April 2025, 11 months
after the statutory deadline for publishing draft accounts and 2 months after the statutory backstop for publishing audited financial statements.

We have reviewed the draft financial statements for internal consistency, arithmetic accuracy and to assess whether the comparators in the 2023/24
financial statements agree with the figures in the 2022/23 audited financial statements. Our work has not identified any significant exceptions, which
indicates the accounts produced are of a reasonable quality. Notwithstanding this, we have determined that the imposition of the backstop date,
combined with the delayed publication of the financial statements for the year ended 31 March 2024, has created significant time constraints which
impede our ability to complete all necessary procedures to obtain sufficient appropriate audit evidence and to fulfil the objectives of all the relevant
ISAs (UK) in relation to balances. As a result of the material and pervasive nature of missing assurance, and the fact the statutory backstop date of
28 February 2025 for the 2023/24 audit passed two months before the draft accounts were published, we intend to issue a disclaimer of opinion in our
audit report.
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Qudit scope and general approach

%his section sets out the scope and nature of our audit and should be considered in conjunction with the Terms of Appointment and Statement of Responsibilities
ISsued by Public Sector Audit Appointments Limited (PSAA).

The primary
responsibility
for the
prevention and
detection of
fraud rests
with
management
and Those
Charged with
Governance,
including
establishing
and
maintaining
internal
controls over
the reliability
of financial
reporting,
effectiveness
and efficiency
of operations
and
compliance
with applicable
laws and
regulations.

Scope and general approach

Our objective when performing an audit is to obtain reasonable

assurance as to whether the financial statements as a whole are free

from material misstatement and to issue an auditor’s report that
includes our auditor’s opinion.

As part of our risk-based audit approach we:

Perform risk assessment procedures including updating our
understanding of the Council, including its environment, the
financial reporting framework and its system of internal control;

Review the design and implementation of key internal controls;

Identify and assess the risks of material misstatement, whether
due to fraud or error, at the financial statement level and the
assertion level for classes of transaction, account balances and
disclosures;

Design and perform audit procedures responsive to those risks,
to obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion; and

Exercise professional judgment and maintain professional
scepticism throughout the audit recognising that circumstances
may exist that cause the financial statements to be materially
misstated.

We reported the significant and other risks we had identified in our
audit plan. We provided updates in our progress report shared with
the Audit and Governance Committee in November 2024.

Work undertaken in 2023/24

2023/24 is our first year of appointment as external auditors to East Hertfordshire
District Council. We commenced our audit in September 2023 and have
undertaken planning procedures and interim testing procedures, including
additional work required under ISA (UK) 315. Subsequent to our appointment,
MHCLG introduced statutory backstop dates, including for the 2023/24 audit.

Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment)
Regulations 2024” (the Sl) imposes a backstop date of 28 February 2025. By this
date we were required to issue our opinion on the financial statements.

We have considered whether the time constraints resulting from the backstop
date, along with the delay in producing the financial statements for the year ended
31 March 2024, prevent us from completing all necessary procedures to obtain
sufficient and appropriate audit evidence to support the opinion and fulfil all the
objectives of all relevant ISAs (UK).

This decision is in line with ISA 200: Failure to Achieve an Objective 24.

If an objective in a relevant ISA (UK) cannot be achieved, the auditor shall
evaluate whether this prevents the auditor from achieving the overall objectives of
the audit and thereby requires the auditor, in accordance with the ISAs (UK), to
modify the auditor's opinion or withdraw from the engagement (where withdrawal
is possible under applicable law or regulation).

Taking the above into account, for the year ended 31 March 2024 we have
determined that we cannot meet the objectives of the ISAs (UK) and we anticipate
issuing a disclaimer of opinion.

11


https://www.psaa.co.uk/managing-audit-quality/terms-of-appointment/terms-of-appointment-and-further-guidance-1-july-2021/
https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies/statement-of-responsibilities-of-auditors-and-audited-bodies-from-2023-24-audits/

Materiality

As set out in our audit plan, we determined materiality at the planning stage as £1.45m for the group and £1.35m for the Council based on 2% of
gross expenditure of the last available draft financial statements. At the time, this was the unaudited financial statements for 2020/21. On
production of the financial statements for 2023/24 we reconsidered our materiality determination. Updated materiality figures for the 2023/24 draft

Under ISA (UK) 260
‘Communication with those
charged with governance’, we
are obliged to report
uncorrected omissions or
misstatements other than
those which are ‘clearly trivial’
fo those charged with
governance. ISA (UK) 260
defines:

» clearly trivial as matters
that are clearly
inconsequential, whether
taken individually or in
aggregate and whether
Jjudged by any quantitative
or qualitative criteria;

* material as an omission or
misstatement that would
reasonably influence the
users of the financial
statements.

The assessment of what is
material is a matter of
ofessional judgement and is
gfected by our assessment of
Qe risk profile of the business
c%?d the needs of the users.

&~
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accounts are set out below.

We have determined that no specific materiality levels need to be set for this audit.

Materiality Planning

area (Group)
£000 £000

Planning
(Council)

Final

(Group)

£000

Final
(Council)

£000

Explanation

This is the equivalent of 2% of gross revenue expenditure

1450 1,350 1.750 1,660 based on the 2023/24 draft financial statements. This is based
Overa_ll . on the risk profile of the Council and its primary objective to
materiality for deliver public services. This is a common measure for
the financial calculating materiality for councils as the users of the Council’s
statements financial statements are considered to be most interested in
where the Council and Group has expended their income
during the year.
870 810 1050 996 Performance materiality has been set at 60% of overall
’ materiality. This is based on the internal control environment of
Performance the Council and reflects our risk assessed knowledge of the
materiality potential for errors occurring. It is intended to reduce, to an
acceptably low level, the probability that cumulative undetected
and uncorrected misstatements exceed materiality for the
financial statements as a whole.
This is set at 5% of the headline materiality calculation.
- 725 o7.5 87.5 83 Individual errors above this threshold are communicated to
Trivial Those Charged with Governance.
threshold
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Significant risks of material misstatement

T&%; section of our report includes a summary of the significant risk areas we identified during our audit planning that required special consideration. It provides an
owerview of our risk identification for the year to 31 March 2024. We set out our planned responses to each of these risks in our audit plan.

We have not amended the risks which we reported in our audit plan as formally presented to you on 30 January 2024

Significant risk Fraud risk? Planned approach Level of judgement / Work completed
to controls estimation uncertainty
Prior year opinion on the financial No N/A Low The work we completed is set out on the
statements next page.
, Assess design & Due to the missing assurance for prior
Management override of controls Yes . . Low . : o
implementation periods and the time constraints imposed
. . Assess design & by the statutory backstop we have been
Presurr_lptlon of fraud in revenue Rebutted implementation Low unable to complete all our planned
recognition procedures on the significant and other
Assess design & Low risks we identified.
Expenditure recognition Rebutted implementation
As a result of the material and pervasive
Valuation of land and buildings and No Assess design & High nature of missing assurance, and the
investments property implementation imminent statutory backstop date o_f 28
S : February 2025 for the 2023/24 audit, we
Incorregt capitalisation of revenue No Assess deS|g_n & Low intend to disclaim the audit in our audit
expenditure implementation report.
Valuation of pension assets and Assess design & .
liabilities (1AS19) No implementation High As above
The planned change in financial system
Change in the Financial System No N/A Low was delayed and so no work was required
in this respect for 2023/24.

]
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Significant risks of material misstatement

Identified risk

Prior year opinion on the financial statements

In our audit plan we highlighted that we had not yet obtained
a copy of the audit opinion from your predecessor auditor for
the 2021/22 and 2022/23 financial years. We therefore
reported that:

There was a risk that issues not yet identified in these
audit years could impact the current audit year;

There was a further risk that the audit backstop of 13
December 2024 may prevent the prior year audits from
being completed, resulting in prior year audit opinions
being qualified by a ‘limitation of scope’ or disclaimed in
full.

As a result, we reported the significant risk that:

6€ °bed

there may be limited assurance available over the
Council’s opening balances, including those balances
which involve higher levels of management judgement and
more complex estimation techniques (e.g. defined benefit
pensions valuations and property, plant and equipment
valuations, amongst others).

significant transactions, accounting treatment and
management judgements may not have been subject to
audit for one or more years — or at all. This may include
management judgements and accounting treatment in
respect of significant or complex schemes or transactions
which came into effect during the qualified or disclaimed
periods.

Audit procedures completed

In response to this risk, we have:
» considered the findings and outcomes of your

prior year audits and their impact on our 2023/24
audit;

considered the impact on our 2023/24 audit of
the prior year disclaimed audit opinions you have
received from your predecessor auditor, with
particular regard to opening balances and
‘unaudited’ transactions and management
judgements made in previous disclaimed years
which continue into 2023/24; and

considered the impact of any changes in The
CIPFA Code requirements for financial reporting
in previous and current audit years.

Outcome

The Council’'s accounts were disclaimed for 2021/22
and 2022/23 under the statutory back stop as there was
not sufficient time for the predecessor auditor to
complete the audits. This means we have no assurance
over the comparators in the 2023/24 financial
statements and no assurance over transactions
occurring in those years which impact the figures
reported in the financial statements for 2023/24.

Statutory Instrument (2024) No. 907 - “The Accounts
and Audit (Amendment) Regulations 2024” (the SI)
imposes a backstop date of 28 February 2025. By this
date we were required to issue our opinion on the
financial statements. We were unable to do so as the
financial statements had not been issued at this time.
They were subsequently published on 30 April 2025.

We have considered whether the time constraints
resulting from the backstop date, along with the delay in
producing the financial statements for the year ended
31 March 2024 until after the backstop date had
passed, mean that we cannot complete all necessary
procedures to obtain sufficient, appropriate audit
evidence to support the opinion and fulfil all the
objectives of all relevant ISAs (UK).

Taking the above into account, for the year ended 31
March 2024 we have determined that we cannot meet
the objectives of the ISAs (UK) and we anticipate
issuing a disclaimer of opinion.
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gther risks and areas of focus

In%ur audit plan we identified a number of other risks and areas of focus for our audit. Due to the limited time available following the statutory backstop date, and the delay in

preducing the financial statements for the year ended 31 March 2024 until after the backstop date had passed, we were unable to complete detailed audit testing in certain areas. As

a fekult, we have concluded that we will need to issue a disclaimer of opinion. Any matters identified during the work we were able to complete are reported in the table below.

Areas of focus

Minimum revenue provision

Linked to the risk of ‘misstatements due to fraud
and error’, we consider specific areas where
management makes significant judgements that
impact charges to the General Fund balance.

Local authorities are required to charge a ‘Minimum
Revenue Provision’ (MRP) to the General Fund in
each financial year related to borrowing. The
calculation of this charge is based on the Capital
Financing Requirement. Local authorities have
flexibility in how they calculate MRP, but need to
ensure the calculation is prudent. In calculating a
prudent provision, local authorities are required to
have regard to statutory guidance.

There is a risk that the Council may not been
appropriately prudent in its calculation of MRP
and/or not followed the relevant statutory guidance.

Planned audit procedures

Procedures performed to mitigate risks of
material misstatement in this area will
include:

Gaining an understanding of the
processes and controls put in place by
management to calculate Minimum
revenue provision

Assessing and reviewing the
calculation of the Capital Financing
Requirement to ensure it is appropriate
and consistent with other notes in the
financial statements

Evaluating the appropriateness of the
Council’'s MRP policy

Evaluating whether MRP has been
appropriately calculated in accordance
with the revised statutory guidance.

Work completed

In 2021/22 and 2022/23, East Hertfordshire District Council did not set aside a
Minimum Revenue Provision (MRP), citing a negative Capital Financing
Requirement (CFR) during those years. In 2023/24, the Council introduced an
MRP provision of £0.6m. However, the level of provision remains relatively low.

It is important that the MRP is sufficiently prudent to mitigate long-term financial
sustainability risks. A prudent MRP policy ensures that the Council sets aside
adequate resources to repay borrowing over time, reducing future financial
pressure.

Indicators of prudence can be assessed by comparing the MRP to the
Council’'s CFR and total borrowings. A level of MRP below 2% of the CFR and
3% of total borrowings may indicate increased financial risk. In 2023/24, the
Council’'s MRP equates to approximately 1% of the CFR and 1% of total
borrowings. This suggests a higher risk that the current level of MRP may be
insufficient to ensure long-term financial resilience.

Due to the missing assurance for prior periods and the time constraints
imposed by the statutory backstop and the delay in producing the financial
statements for the year ended 31 March 2024, we have not audited the specific
calculations behind the MRP.

We request that you review the matters set out in this report (including the above, the significant risks of material misstatement, the audit differences noted within the section
“2023/24 work and building back assurance”, the significant matters section and the financial statements: other responsibilities section), to ensure:

* You concur with the resolution of these matters

» There are no further considerations or matters that could impact on these issues which you need to consider; and
+ There are no further significant issues which you are aware of that need to be considered before the financial statements are approved.

A/ AZETS
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2023/24 work and building back assurance

Following the commencement of our appointment as external auditors from 2023/24, we
began our audit in September 2023 and have worked closely with the Council by:

Confirming and evidencing our independence to act as appointed external auditors;
Confirming engagement acceptance and continuance arrangements;

Establishing working arrangements with the Council’s Section 151 Officer and
finance team;

Liaising with each of the three section 151 officers and Chief Finance Officers that
have been in post during the period of our audit;

Undertaking planning procedures in line with the requirements of relevant ISAs (UK)
to develop our understanding of the Council, confirm the scope of our external audit
and identify and assess risks of material misstatement in the financial statements;

Issuing audit requests to the Council’s finance team using our “Inflo” portal to ensure
that both we and the finance team develop an understanding of audit requirements
and expectations, and the nature of the information held by the Council to support
the financial statements;

Considering the implications of the statutory backstop legislation and the anticipated
assurance likely to be available from the predecessor auditor and considering the
impact of these matters on our approach.

As a firm we have invested considerable resources in developing our overall response to
the anticipated issuing of disclaimers of opinion for 2022/23 and prior years, and the
impact that this has on our audit responsibilities and audit approach for 2023/24 and
fut%'e years.

D to the audit complexities caused by the issue of previous disclaimers of opinion, the

p

racted duration of the audit due to the missed backstop dates and the delays and

challenges encountered in progressing the audit, our work has required greater
in¥elvement from senior members of the audit team than would normally be the case.

Specific procedures we have undertaken in 2023/24 include the following:

Responding to any actual or suspected non-compliance with laws and regulations of
which we have become aware;

Reviewing minutes of meetings including, but not limited to, full Council and the Audit
and Governance Committee;

Agreeing opening balances and comparative figures to prior year financial statements;
Checking financial statements for internal consistency and arithmetic accuracy;

Undertaking a high-level Audit Manager and Engagement Lead review of the 2023/24
financial statements;

Confirming whether accounts have been issued and approved in line with The
Accounts and Audit Regulations 2015;

Updating our planning and risk assessment and procedures on receipt of the financial
statements (post-statement procedures) including re-considering our materiality
thresholds;

Procedures in respect of subsequent events after the balance sheet date, including
enquiries of management;

Reviewing the form and content of the Narrative Report and Annual Governance
Statement;

Evaluating any misstatements identified;

Considering the impact of and response to the significant weaknesses identified and
statutory recommendations raised by the predecessor auditor;

Ongoing meetings with each of the three Chief Finance Officers in place during the
audit duration and meeting the former Chief Executive; and

Drafting an Audit Plan, two progress reports, the Audit Completion Report and the
Auditor’s Annual Report and presenting these to the Audit Committee.
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2023/24 work and building back assurance

}@s per LARRIG guidance issued by the NAO there is a recognition that the
process of rebuilding assurance following a previous modified or disclaimed
audit opinion will take a number of years, as it will be necessary to rebuild
assurance on all balance sheet and CIES areas. Where balances are
inherently tied to transactions which occurred during disclaimed periods,
particularly reserves, we will need to obtain assurance over these historical
transactions. In the case of East Hertfordshire District Council, disclaimers of
opinion issued prior to our appointment as auditors for 2023/24 cover the
financial years 2021/22 and 2022/23.

As part of our work in 2023/24, we have begun assessing what procedures,
carried out in 2023/24, can be used to inform the process of rebuilding
assurance in future years. We reported in our progress report in November
2024 the areas in which we aimed to focus our audit efforts.

Where work was able to be undertaken in these areas, we intend to accrete
this work into future audit periods to inform the future building back of
assurance. We are committed to working with the Council over the term of
our appointment towards a position of being able to issue an unmodified
opinion. This will require us to apply a process of rebuilding assurance over
all financial years for which disclaimers of opinion have been issued.

As a result of the approach adopted we have developed our understanding of
the Council’s systems, process, controls and arrangements for the
preparation of the financial statements and have gathered information which
may inform the process of rebuilding assurance in future years.

The late production of the financial statements means that, whilst audit time
was consumed in liaison, planning, engagement and re-engagement, there
are limited areas of the financial statements where work from 2023/24 can be
accreted into future years. Specific areas in which we have undertaken work
in 2023/24 which could be used as part of the rebuilding assurance process
for the Council in subsequent years includes the following:

. IT General controls and work under ISA315;

o Business process documentation and walkthroughs;

Audit differences

We have reviewed the financial statements for internal consistency, arithmetic accuracy and to
assess whether the comparators in the 2023/24 financial statements agree with the figures in
the 2022/23 audited financial statements.

Our work has not identified any matters to report to you.

We did identify, however, that the Council had incorrectly included the pension asset within the
liabilities section of the balance sheet. We have requested management amend this in the final
version of accounts.

Due to the imposition of the statutory backstop, there may be other errors in the accounts which

have not had time to be subject to detailed audit procedures.

Other matters

We also identified the following matters from our work:

* A number of control recommendations were raised and agreed with management as a
result of our work on IT General Controls, undertaken in line with the requirements of
ISA315
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Group audit

As group auditors, under ISA (UK) 600 (Revised November 2019), during our audit we are required to obtain sufficient appropriate audit evidence regarding the financial
information of the components and the consolidation process in order to express an opinion on whether the group financial statements are prepared, in all material

respects, in accordance with the applicable financial reporting framework.

The group position for the Council is set out below. We have updated this based on any subsequent changes to the group structure and your draft 2023/24 financial statements. The
following table sets out our planned response for the components within the group.

Component Significant? Level of response required
East Hertfordshire District Council Yes Comprehensive
Millstream Property Investments Ltd No Targeted

Comprehensive The component is of such significance to the group as a whole that an audit of the component’s financial statements is required for group reporting purposes
Targeted The component is significant to the Group, audit evidence will be obtained by performing targeted audit procedures rather than a full audit
Analytical The component is not significant to the Group and audit risks can be addressed sufficiently by applying analytical procedures at the Group level.

Due to the disclaimed audit position from the prior year, the statutory backstop date for 2023/24 of 28 February 2025 and delays in the production of the financial statements for the year
ended 31 March 2024, we have determined that we are unable to complete all planned audit procedures, including work on the group components. As a result, our disclaimer of opinion

will apply to both the Council’s financial statements and those of the group.

o obed
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Significant matters

Ag_grequired by the ISAs, we must notify you of the significant findings from the audit. Due to the time constraints arising from the statutory backstop, we have not been able
todlsomplete all our planned audit procedures. We have therefore summarised any significant matters we identified from the procedures we completed in the table below.

Significant qualitative aspects of accounting practices including accounting policies, accounting
estimates and financial statement disclosures, including cconcerns identified in the following:

» Consultation by management with other accountants on accounting or auditing matters;

» Matters significant to the oversight of the financial reporting process;

» Adjustments / transactions identified as having been made to meet an agreed budget.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to finalise all planned audit procedures. We have no
matters to report in respect of this from the work undertaken to date.

Any significant difficulties encountered during the audit.

Significant delays were experienced throughout the two year audit duration,
resulting in the need for additional and re-scheduled visits during the planning and
interim phases. Due to the time constraints resulting from the statutory backstop
date and the delay in producing the financial statements for the year ended 31
March 2024, we have started but are unable to complete all planned audit
procedures.

Any significant matters arising from the audit that were discussed with management, including:
» Significant management judgements where there was disagreement over the judgement;

+ Consistency of opening balances with prior year financial statements;

* |nconsistencies between the financial statements and trial balance;

+ Findings and issues around the material accuracy of opening balances;

» Any other matters significant to your oversight of the financial reporting process.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to complete all planned audit procedures. We have
no matters to report in respect of this from the work undertaken to date.

Other significant matters - If an objective in a relevant auditing standard cannot be achieved, we are
required to evaluate whether this prevents us from achieving the overall objectives of the audit and
therefore requires us to modify our auditor's opinion, or to withdraw from the audit engagement
(where this is possible under applicable law or regulation). Due to the statutory backstop date, we
are unable to meet the objectives of the ISAs (UK) in full and will therefore disclaim our opinion.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to complete all planned audit procedures.

A/ AZETS

19




Financial statements: other responsibilities

As required by the ISAs, we must notify you of other matters if they are significant to your oversight of the Council’s financial reporting process. Due to the limited time
available following the statutory backstop date, and the delay in producing the financial statements for the year ended 31 March 2024, we were unable to complete all our
planned audit procedures. We have therefore summarised any significant matters we identified from the procedures we completed in the table below.

Matter

Matters in relation to fraud

Commentary

We have previously discussed the risk of fraud with management and the Audit
and Governance Committee and reflected this in our audit plan. We have not
subsequently been made aware of any other incidents.

Outcome

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report.

Matters in relation to related
parties

ISA 550 requires that the audit process starts with the audited body providing a
list of related parties to the auditor, including any entities under common control.
During our audit planning you have informed us of the individuals and entities that
you consider to be related parties.

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report

Matters in relation to
compliance with laws and
regulations

You have not made us aware of any significant incidences of non-compliance
with relevant laws and regulations.

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report

Written representations

A letter of management representations has been requested from the Council.

Please refer to the letter of representation included alongside
this report.

G obed
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Financial statements: other responsibilities

Commentary

Confirmation requests from
third parties

We requested permission from the Council to send confirmation requests to third
parties. All requested confirmations have been received.

We also requested management to send letters to those solicitors who worked
with the Council during the period. We received responses to all our enquiries.

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report

Going concern

Management is required to make and document an assessment of whether the
Council is a going concern when preparing the financial statements. The review
period should cover at least 12 months from the date of approval of the financial
statements. Management are also required to make balanced, proportionate and
clear disclosures about going concern within the financial statements where
material uncertainties exist in order to give a true and fair view.

As auditors, we are required to “obtain sufficient appropriate audit evidence about
the appropriateness of management's use of the going concern assumption in the
preparation and presentation of the financial statements during our audit and to
conclude whether there is a material uncertainty about the entity's ability to
continue as a going concern” (ISA (UK) 570).

Management prepared the financial statements on a going
concern basis applying the continuation of services provision
set out in the ‘CIPFA Code’ and Practice Note 10. We concur
with this assessment.

As we will be issuing a disclaimer of opinion, we have not
considered whether there are any material uncertainties that
would need to be disclosed in the financial statements.

continued....
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Financial statements: other responsibilities

Matter Commentary

Other information included Under the Code of Audit Practice, we are required to read and report on whether the other information

in the Financial included in the Statement of Accounts (including the Narrative Report and Annual Governance

Statements: Narrative Statement) is materially inconsistent with the financial statements and our knowledge obtained from the

Report and Annual audit or otherwise appears to be materially misstated. We are required to report by exception if the

Governance Statement annual governance statement does not comply with the disclosure requirements set out in
CIPFA/SOLACE guidance or is misleading or inconsistent with the information of which we are aware
from our audit.

Audit Guidance Note 07, issued by the National Audit Office, confirms that where a disclaimer of opinion
is issued, we may report that we have not completed this work.

Outcome

We have reviewed the information presented in
the Annual Governance Statement for
consistency with our knowledge of the Council.

As we have concluded we will be issuing a
disclaimer of opinion we have not concluded
on this work.

Other matters on whichwe  We are also required to report by exception:
report by exception * If we have applied any of our statutory powers or duties
* Where we are not satisfied in respect of arrangements to secure value for money and have reported
significant weaknesses.

We have concluded there is an on-going
significant weakness in governance
arrangements relating to the publication of the
annual financial statements. Further detail is
set out in the Value for Money section of this
report and in our Auditor’s Annual Report.

We are required to carry out specified procedures on behalf of the NAO on the WGA consolidation pack
under WGA group audit instructions. Group instructions were issued in July 2024 which set out the
procedures that the NAO require from component auditors.

The Council does not exceed the audit threshold for detailed testing set out in the group instructions,
Submission of a partial assurance statement is therefore required, However, the instructions state that
the NAO may direct auditors of components below the audit threshold to undertake additional work

Specified procedures for
the Whole of Government
Accounts (WGA)

The requirement to submit our assurance
statement to the NAO has expired as the NAO
has now concluded and certified the Whole of
Government accounts.

We are required to certify the closure of the audit on completion of all audit work for the financial year
required under the Code.

Cddtification of closure of
t@ audit

(9]

N

We expect to certify the closure of the audit
within our auditor’s report.

A
A/ AZETS
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Audit adjustments

N

W%re required to report all non-trivial misstatements identified during the audit to those charged with governance, whether or not the accounts have been adjusted by
management.

Impact of adjusted and unadjusted misstatements and misclassification and disclosure amendments

We have determined that the imposition of the backstop has created time constraints which impede our ability to complete all necessary procedures to obtain sufficient
appropriate audit evidence and to fulfil the objectives of all the relevant ISAs (UK) in relation to balances.

As a result of the material and pervasive nature of missing audit assurance, the statutory backstop date of 28 February 2025 and delays in the production of the financial
statements for the year ended 31 March 2024, we have been unable to obtain sufficient appropriate audit evidence to support our opinion. Accordingly, we intend to issue
a disclaimer of opinion in our audit report.

The work we have undertaken to date has not identified any required adjustments to the financial statements. We have also not identified any required misclassification
and disclosure changes.



Value for money

We are required to consider whether the Council has established proper arrangements to secure economy, efficiency and effectiveness in its use of resources, as set out
in the NAO Code of Practice (2024) and the requirements of Auditor Guidance Note 3 (‘AGN 03’). Where significant weaknesses are identified we report by exception in
the auditor’s opinion on the financial statements. In addition, auditors provide an annual commentary on arrangements published as part of the Auditor's Annual Report.

Auditor’s Auditor’s
Annual Report
Report Report

Undertake Issue Make significant
detailed narrative recomm- weaknesses in
work commentary endations our auditor’s
report

In undertaking our procedures to understand the body’s arrangements against the specified reporting criteria, as set out in AGN 03), we identify whether there are risks of significant
weakness which require us to complete additional risk-based procedures. We undertook our planning risk assessment procedures earlier in the year and reported these were subject to the
work to be undertaken by the predecessor auditor for the 2022/23 year. In completing our risk assessment procedures, we therefore did not at the time identify any risk of significant
weaknesses in the Council's VFM arrangements, subject to the findings of the predecessor work.

The predecessor auditor reported their work for 2022/23 in April 2025 and identified significant weaknesses in the Council’'s arrangements for the preparation and publication of financial
statements. As a result the auditor made Statutory Recommendations under Schedule 7(2) of section 24 of the Local Audit and Accountability Act 2014 (as amended) (the Act). We have
updated our planning risk assessment to take account of these reported outcomes.

As the recommendations were only raised formally in April 2025 there is insufficient time for any of the responses to have been implemented at this date. Accordingly the significant
weaknesses remained present during 2023/24 and we have concluded accordingly.

As the Council considered the statutory recommendations at a public meeting, as required by the Act, we have not re-issued further statutory recommendations but have made key
recomgmendations in respect of the significant weaknesses identified. We have also raised other recommendations for improvement.

Tha%gnificant weaknesses and recommendations made are summarised on the following pages. These and other issues identified during the course of our value for money work have
beeﬁ_&also documented in our Auditor’s Annual Report.

(o]
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Value for money: updated risk assessment

D
Thg predecessor auditor has reported significant weaknesses in 2022/23 as follows, together with the associated key recommendations.

o

Criteria

Significant weaknesses reported in

2022/23

Key recommendations
made by prior year
auditor in 2022/23

Impact on 2023/24 risk assessment

effectiveness

Financial sustainability No No No significant risks identified
Risk of significant weakness identified in the
Governance Yes Yes arrangements to support financial reporting
requirements
Improving economy, efficiency and No No No significant risks identified
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Value for money 2023/24 outcome

Initial planning — risk Updated planning —
of significant risk of significant Final - significant Key recommendations

AL LT weakness weakness weakness identified? made?

identified? identified?

Other
recommendations
made?

Financial sustainability

How the body plans and manages
its resources to ensure it can
continue to deliver its services

No No No No

Yes

Governance

How the body ensures it makes No
informed decisions and properly

manages risk

Yes Yes Yes

Yes

Improving economy, efficiency
and effectiveness
How the body uses information No
. No No No
about its costs and performance to
improve the way it manages and
delivers its services

Yes

|9 abed
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Value for money - significant weakness

Q
Th&8e recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to address
thecﬁcommendations made will support the Council in addressing the weaknesses identified from our work.

Significant weakness Key recommendations

Governance
significant
weaknesses in
the
arrangements to
support statutory
financial
reporting
requirements

There are significant weaknesses in
the Council’s arrangements for the
preparation and publication of
financial statements. In 2023/24, the
Council did not produce its financial
statements in line with the Accounts
and Audit regulations and did not
include the required notices on its
website. The Council has started
responding to the statutory
recommendations made in April 2025
by the previous auditor in respect of
the significant weaknesses but there
has, to date, been insufficient time for
these to have been developed,
actioned and implemented in full.

1. Finance Function Workflow Review:

Conduct a comprehensive review of the finance function workflow
to identify bottlenecks in the flow of information and the
completion of key finance tasks. Use the findings to redefine roles
and responsibilities within the finance team, ensuring an
equitable distribution of workload and preventing any single
individual from being overburdened.

2. Quality Assurance Function Review: Implement a thorough
review of the quality assurance process for draft accounts and
underlying workpapers. Establish clear timelines for the
closedown process, ensuring appropriate segregation of duties
between those preparing and those reviewing the draft accounts
and workpapers. Monitor adherence to this process and report
performance to the Audit and Governance Committee.

3. Finance Team Capacity: Re-assess roles, responsibilities and
resource requirements for financial reporting across the Council,
including an assessment of the support required from

other functions within the organisation for the financial reporting
function to meet its objectives and to restore timely financial
reporting in accordance with the requirements of the Accounts
and Audit (Amendment) Regulations 2024.

The Council will also need to ensure it can restructure the finance
team such that there is sufficient capacity to facilitate annual
external audit reviews and the building back of assurance over
the disclaimed audit years.

The 2021/22 and 2022/23 Statements of Accounts
were approved on 22 April 2025. The disclaimed
audit opinion was issued on 23 April 2025.

The 2023/24 accounts were completed and
published on the Council’s website on 30 April 2025.
The 2024/25 accounts were completed and
published on the website on 27 June 2025, in line
with the statutory deadline set out in the Accounts
and Audit Regulations.

The Chief Finance Officer, substantively appointed
on 1 April 2025, is considering additional controls to
ensure adequate time is given for reviews to be
undertaken prior to publication of future financial
statements.

A review of the Finance team will be undertaken
during 2025 to propose a new structure that will
address:

i. potential ‘single point of failure’;

ii. capability and capacity of the team to ensure
it is fit for purpose;

iii. consideration of whether individuals have the
necessary skills needed to deliver in line with
all deadlines;

iv. tasks are clearly defined and delivered on
time.
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Independence and ethics

The Ethical Standards and ISA (UK) 260 require us to give you full and fair disclosure of matters relating to our independence. In accordance with our profession’s ethical
requirements and further to our audit plan issued confirming audit arrangements we confirm that there are no further facts or matters that impact on our integrity, objectivity

and independence as auditors that we are required or wish to draw to your attention. We consider an objective, reasonable and informed third party would take the same
view.

We confirm that Azets Audit Services and the engagement team complied with the FRC’s Ethical Standard. We confirm that all threats to our independence have been
properly addressed through appropriate safeguards and that we are independent and able to express an objective opinion on the financial statements. In addition, we have
complied with the National Audit Office’s Auditor Guidance Note 01, which sets out supplementary guidance on ethical requirements for auditors of public sector bodies.

In particular:

Non-audit services: We provide assurance services as set out below

Contingent fees: No contingent fee arrangements are in place for any services provided

Gifts and hospitality: We have not identified any gifts or hospitality provided to, or received from, any member of the Council, senior management or staff
Relationships: We have no other relationships with the Council, its directors, senior managers and affiliates, and we are not aware of any former partners or staff being
employed, or holding discussions in anticipation of employment, as a director, or in a senior management role covering financial, accounting or control related areas. A
potential conflict was identified at the start of the audit in 2023, details of which are on the next page.

Assurance service fees

. Fee Threats identified SEVCECS
Service £
Housing Benefit HBAP £28,000 Self-interest (recurring fee) The level of this recurring fee in and of itself is not considered a significant

threat to independence, given the low level of the fee compared to the total
fee for the audit and in particular compared to Azets’ UK turnover as a
whole. The fee is fixed based on the volume of work required, with no
contingent element. These factors, in our view, mitigate the perceived self-
interest threat to an acceptable level.

£g abed
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Independence and ethics

9]
Ag part of our periodic ethical conflict checks across our PSAA portfolio, the following conflict was identified from an associate in our firm who does not work within public
se®tor or commercial audit:

“My mum was a councillor and portfolio holder within the council until May when she gave up her seat and | assume this falls within the financial year being audited.”
This is covered by para 2.55 of the Ethical Standard which states:

‘Where a partner or member of staff of the firm, but who is not a covered person, becomes aware that a person closely associated with them, or a close family member,
holds a position described in paragraph 2.53, that individual shall report that fact to the engagement partner, who shall evaluate whether the relationship would compromise
independence. If the engagement partner concludes that independence may be compromised, they shall consult with the Ethics Partner/Function to determine whether
appropriate safeguards exist. If no such safeguards exist, the firm shall withdraw from the engagement.’

As a firm we have considered this conflict and concluded it is fully mitigated and adequate safeguards exist, as noted below:

* The conflict ceased as of the local government elections in May 2023, and therefore ceased 6-7 weeks into the audit appointment, and before we formally engaged with
the Council to commence our appointment.

* Audit appointments are made completely independently of the Council — by PSAA — meaning that there was no opportunity or ability whereby the individual could have
influenced our appointment

* The conflict relates to a close family member of a member of staff of the firm, rather than a person closely associated with them, and is therefore slightly further removed
from an independence and ‘ability to influence’ perspective.

* There are safeguards in place in that the individual concerned will not work on the audit (and has had no involvement to the audit to date) or in public sector work as a
whole and has no access to the audit files. He does not fall under Azets public sector supervision or line management and is otherwise wholly unconnected to the Azets
public sector practice.

For these reasons, Azets is content that adequate safeguards exist to fully mitigate the conflict. We formally discussed this matter with PSAA who noted the considerations
of the Azets Ethics Team and the mitigations the firm has in place and confirmed they had no concerns with our proceeding with the engagement.
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Appendix I: Internal control recommendations

V¥@set out here the recommendations we have identified during the course of our audit. The matters reported here are limited to deficiencies we have identified during the course of our
ad8it which we feel are of sufficient importance to merit reporting to you under the auditing standards. Recommendations arising from our value for money work are reported separately in
OLgAuditor’s Annual Report.

East Hertfordshire District Council maintains an up-to-date and
approved risk management framework, and we viewed
evidence that risks were reported against to the February 2024

The Council should ensure that they are capturing

and monitoring cyber risks within existing risk
registers such as Strategic, Corporate or

This issue has been addressed since the
audit took place, and the cyber risks are
now included in the risk registers

Amber SLT meeting. However, as neither a Strategic or Corporate Operational level risk registers. This will help to
Risk Register could be provided for review, it is unclear if there  ensure that original risk ratings, mitigations,
is a process in place to actively track and manage cyber risks. residual risks and risk owners etc. are clear for
each risk.
East Hertfordshire District Council has an approach in place by = The Council should ensure that action planning is As of July 15th, we have appointed a Cyber
which the results of scans are used to inform action planning. subject to ongoing monitoring to ensure that due Manager and an ICT Senior Cyber
However, the planning does not include timescales that can be  dates can be met or mitigating controls and revised = Technical Engineer. They will oversee the
Amber tracked and monitored, and an update has not been completed due dates put in place. results of scans and implement mitigation
since the date when all actions were due to be completed controls based on the action plan derived
from these scans.
The council should enhance their existing As of July 15th, we have appointed a Cyber
The council has recently implemented a process by which processes by defining thresholds by which Manager and an ICT Senior Cyber
suppliers and third-parties can be assessed with regards to response documents can be reviewed and Technical Engineer. We have assessed our
their cyber security. The Council has not clearly defined how risks/threats to third-party provisions identified. For  third-party cloud providers against the
Amber this assessment should be applied and responses assessed to  example, this risk assessment should be based on  NCSC’s 14 Cloud Security Principles.

identify the suitability of potential partners. There is, at present,
no ongoing monitoring or re-review of existing partners in
place.

a pre-defined set of requirements set by the
Council to form a baseline maturity which third-
parties must meet. The frequency of re-
assessments should be based on the criticality of
the supplier.

Additionally, we are exploring the
implementation of Risk Ledger to manage
and enhance these processes.

in internal control

A/ AZETS 2
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The Council has not formally documented the key roles and
responsibilities for cyber security at either an operational or
management level.

East Hertfordshire District Council does not have an Information
Security Policy which sets out the high-level objectives and
requirements of the organisation, including those requirements related
to training or the roles and responsibilities of individuals. The existing
Acceptable Use Policy is limited in its provision of responsibilities,
although it is acknowledged that an updated version (which currently
remains in draft) sets out more detailed guidance for staff.

Mandatory cyber security training is carried out and completion rates
can be monitored.

The Council does not have in place an Information Asset Register
which records key information assets alongside details such as the
relevant IAQO, storage location, and retention period. There is no Asset
Management Policy in place, and the Access Control Policy does not
sufficiently set out approaches to and requirements for authentication,
role-based access, or access rights review.

in internal control

The council should ensure that key cyber security roles at
all levels are documented within policy, alongside their
associated responsibilities. This should include the
responsibilities of all staff and executive management, as
well as those in named cyber security roles (e.g., SIRO).

East Hertfordshire District Council should prioritise the
approval and implementation of the new Acceptable Use
Policy to ensure user responsibilities are set out in full. It
may also be prudent to design, approve and implement an
Information Security Policy which sets out the high-level
objectives and requirements of the organisation, including
key roles and responsibilities (e.g. of relevant governance
groups and accountable individuals) and requirements for
information security training.

The Council should implement an Information Asset
Register which records key aspects expected by the ICO
(e.g., IAO, Location, Retention Period, Security
Measures.) This should be supported by an Asset
Management Policy which sets out the Council's approach
to identifying, managing and protecting critical information
assets.

This issue is currently being
addressed and is expected to
be resolved by the end of the
financial year.

The Acceptable Use Policy
has been approved and is
being rolled out. The
Information Security Policy is
pending approval from the
trade unions and will go live
by the end of 2025.

We are currently creating an
Information Asset Register
along with an Information
Asset Management Policy,
aiming to roll this out by the
end of the financial year
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East Hertfordshire District Council conducts vulnerability scanning
and receives alerts from the NCSC Early Warning Alerts. However,
no evidence could be provided for alerts raised in response to
suspicious activity such as firewall alerts, antivirus alerts or
suspicious logins.

The Council has a response policy and procedure in place,
although such documentation remains undated with a lack of clarity
as to their validity and currency. A desktop exercise has been held
and lessons learned from this are planned to be incorporated into
response plans. However, for subsequent exercises (e.g., NCSC
Exercise in a Box), we have not received evidence of lessons
learned reporting being used to inform incident response
approaches going forward.

East Hertfordshire District Council has a response policy and
procedure in place, although such documentation remains undated
with a lack of clarity as to their validity and currency. A desktop
exercise has been held and lessons learned from this are planned
to be incorporated into response plans. However, for subsequent
exercises (e.g., NCSC Exercise in a Box), we have not received
evidence of lessons learned reporting being used to inform incident
response approaches going forward.

in internal control

The Council should ensure that alerts are raised and
can be investigated in response to suspicious activity.
This should include event information from firewall
tooling, antivirus tooling, and suspicious login
information.

The council should review and update their incident
response policy and procedure. This will help to
ensure that their approach to incident management
and response is up-to-date and reviewed on a regular
basis (e.g., annually and in response to any significant
organisational or environmental changes).

The council should ensure that testing is fully
documented, with lessons learned activities performed
and used to inform planning going forward.

As of July 15th, we have appointed
a Cyber Manager and an ICT Senior
Cyber Technical Engineer who have
addressed this issue

This has been addressed and is
reviewed on an annual basis.

This issue has been addressed, and
annual testing now takes place
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Access Provisioning: New or modified user access requests should be approved by the
line manager, supervisor, or department head prior to access being granted. Segregation
of duties should be maintained between the requestor, approver, and provisioner of
access.

However, it has been confirmed that the system administrator—who is part of the finance
team and also performs financial tasks—has the authority to create and remove access
and adjust permissions. This results in a segregation of duties (SoD) deficiency.
Additionally, there are no formal user access reviews conducted. As a result, inappropriate
(including SoD conflicts) or excessive access may be granted to new or modified users of
applications relevant to financial reporting processes.

Amber

Password Management: Users accessing in-scope applications or other aspects of the IT
environment (e.g. database, operating system, and network layers) should do so using
password management controls that are aligned with both the entity’s policies and with
good practice, such as the National Cyber Security Centre’s regular guidance on good
password management practices.

Users are required to use passwords with a minimum of 8 characters, including at least 2
numbers and 2 alphanumeric characters. Passwords must differ from the account's user ID
and be changed every 30 days. Password history and maximum logon attempts are both
limited to 3, with administrator reset required after failed attempts.

Amber

o Weak password management controls increase the likelihood of brute-force attacks, a
g method used by cyber-criminals to crack account credentials.
m - - g - - = " . .
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While partially mitigated due to regular
financial reconciliations, to further mitigate
this risk, it is recommended to enhance the
segregation of duties by assigning the
responsibility and privileged rights to
provision access to the IT team. Where
provision of access and access rights
remains within the Finance team, the risk
can be partially mitigated with the
introduction of log and/or peer reviews.
Regular access reviews to ensure that
access privileges align with job roles and
responsibilities, would further enhance the
controls effectiveness and security.

The password history setting should be
increased to retain at least five previous
passwords, further strengthening protection
against password reuse and enhancing
overall security.

Following a recent restructure
and now being fully staffed the
intention is that the system
administrator will no longer
perform Finance tasks and
concentrate solely on the
system administration

A user access review will take
place as part of the move to
the new version of Advanced.
Regular reviews will be
undertaken thereafter.

New password policy has
been rolled out to address this
The move to a newer version
of Advanced will give us
enhanced password controls.
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The Council’s policies that relate to establishing an effective IT We recommend that a review of policies is This will be addressed by the end of the year.
security environment should be documented, approved, undertaken to ensure all policies include key
communicated and acknowledged periodically by staff. areas in an acceptable amount of detail.
Additionally, policies should contain some
Amber There is a lack of detail in policies as well as a lack of key policies form of version control and reviewed on a
such as change management. Additionally, it is not possible to regular basis. Where policies are not in place,

confirm policies are regularly reviewed. The lack of policy is likely to  such as change management, these should
drive an inconsistent approach to the design, implementation and/or  be developed and approved for distribution.
operating effectiveness of the processes and controls.

Backup and Recovery: Backups of financial reporting data should Backups should be tested on a regular basis, We acknowledge the importance of regular
occur as planned and such data should be available and accessible  in line with the policy requirements. backup testing in line with policy requirements.
for timely recovery in the event of an outage or cyber-attack. We will liaise with our IT colleagues to review
current practices and ensure compliance. A

Amber Backups are not tested despite this being stipulated within the plan will be developed and communicated in
backup policy. Data errors (such as inaccurate, redundant, obsolete the near future to address this
or missing data) may occur when converting or migrating data into recommendation and strengthen our backup
new systems. and recovery processes.
The password configuration of the Active Directory does not fully align Password configuration of the Active Directory New password policy has been rolled out to
with the council’s password policy, although the enforced parameters should be brought in line with the Council’s address this.
are considered stringent. password policy.

CATEE Weak password management controls increase the likelihood of brute-
force attacks, a method used by cyber-criminals to crack account
credentials.

Key: Significant deficiency in internal control in internal control
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Appendix |: Internal control recommendations

User access should be periodically reviewed / re-certified for ongoing authorisation, validity = Formally documented user access reviews This will be addressed by
and to detect leavers and / or access that could pose a risk to segregation of duties. should be carried out, on an at-least annual the end of the year.
Amber basis, with documentation recorded and

No formal user access reviews are currently conducted. A lack of periodic review could maintained for a clear audit trail and evidence.
result in inappropriate, excessive, or unauthorised access being retained by users or
leavers.

o

jab)

«Q
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Key: Significant deficiency in internal control in internal control
——

A/ AZETS 36



Appendix II: Fees
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PSAA set a fee scale for each audit that assumes the audited body has sound governance arrangements in place, has been operating effectively throughout the year, prepares
comprehensive and accurate draft accounts and meets the agreed timetable for audit. This fee scale is reviewed by PSAA each year and adjusted, if necessary, based on auditors’
experience, new requirements or significant changes to the audited body. The fee may be varied above the fee scale to reflect the circumstances and local risks within the audited body.

The proposed fee reported in our audit plan was based upon the following assumptions:

Draft financial statements to be produced to a good quality by the agreed deadlines. These should be complete including all notes, the Narrative Report and the Annual Governance
Statement;

The provision of good quality working papers at the same time as the draft financial statements;

The provision of agreed data reports at the start of the audit, fully reconciled to the values in the accounts, to facilitate our selection of samples for testing;

Ensuring staff are available and on site (as agreed) during the period of the audit;

Prompt and sufficient responses to audit queries within two working days (unless otherwise agreed) to minimise delays;

Our accounts opinion being unqualified and there being no significant weaknesses identified in your arrangements to secure value for money;

The auditor’s report from the prior year being unmodified (clean opinion);

An effective control environment is in place at the Council;

The Council complies with PSAA’s Statement of Responsibilities of auditors and audited bodies. See Statement of responsibilities of auditors and audited bodies from 2023/24 audits
— PSAA. In particular the Council should have regard to paragraphs 26 - 28 of the Statement of Responsibilities which clearly sets out what is expected of audited bodies in preparing
their financial statements. These are set out in full in Appendix Ill.

Due to the disclaimed opinions from the prior years and the imposition of the statutory backstop for 2023/24, the above assumptions are unable to be met. This has resulted in additional
costs, which we have set out in the fee table on the next page. As set out in the joint statement on proposals to clear the backlog and embed timely audit issued by MHCLG (formerly
DLUHC), PSAA will use its fee variation process to determine the final fee the Council have to pay for the 2023/24 audit.
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Appendix ll: Fees

Audit plan 2023/24

Proposed final 2023/24

Audit fee £ £
Scale fee for the audit of the Council (and Group’s) financial statements (as set out in the fee scales issued by PSAA) 165,497 149,950
This includes all of the time incurred during the elapsed two year period the audit has remained ongoing, including the time for completion of planning and

interim procedures in full, as well as further costs incurred from scheduling additional visits, re-scheduling planned visits and dealing with delays in the

provision of required information throughout the two-year elapsed audit period whilst officers’ priorities were rescheduled to focus on previous audits. It also

includes additional work on the value for money arrangements in considering and responding to the significant weaknesses and statutory

recommendations raised by the predecessor auditor.

New auditing standards: ISA315 and ISA240 24,825 24,825
Significant work involved, over a protracted period, resulting in 15 recommendations being raised.

Transfer of data to new financial ledger 18,500 0
The implementation of the new financial ledger was delayed, meaning this work was no longer required in 2023/24

Total before impact of disclaimed opinions 208,822 174,775
Additional work arising from current and prior year disclaimers of opinion TBC 15,000
This includes additional work required to consider the disclaimed audits from prior years, development of revised approach for the Council in response to

the missing assurance, the production, agreement and reporting of two interim progress reports to management and the Audit Committee, the development

and reporting of a revised ‘Audit Completion Report’ for reporting the additional considerations arising from the disclaimers, the drafting of a disclaimed

audit report and the various risk, compliance and technical consultations arising as a result of this unique and unprecedented situation.

Additional work in respect of future ‘build back’ activity TBC 0
Work undertaken during this audit under the scale fee will also be useable in respect of future build back activity. However, to avoid double counting, we

have not raised a separate fee for 2023/24 in respect of work undertaken in good faith in 2023/24 that can now be accreted to future years.

Total audit fee TBC 189,775
Certification of the HBAP claim 28,000 TBC
The planned fee represents the certification costs before the addition of additional ‘40+ testing’ and additional workbooks.

'Fetal fees TBC TBC

Ag‘ees are subject to PSAA determination.

THR fees in the accounts are £208k which reconcile to the original fee set out in the audit plan. The final fee is £174,775 before the inclusion of disclaimer costs, reflecting the work that was not able to be

cﬁpleted as planned but including costs attributable to additional work on VFM and arising from delays to the audit progress throughout the two year period.

A/ AZETS
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Appendix lll: PSAA Statement of Responsibilities

O® fee is based on the assumption that the Council complies with PSAA’s Statement of Responsibilities of auditors and audited bodies from 2023/24 audits. In particular
th&Council should have regard to paragraphs 26-28 of the Statement of Responsibilities which clearly set out what is expected of audited bodies in preparing their
financial statements. We set out these paragraphs in full below:

Preparation of the statement of accounts

26. Audited bodies are expected to follow Good Industry Practice and applicable recommendations and guidance from CIPFA and, as applicable, other relevant
organisations as to proper accounting procedures and controls, including in the preparation and review of working papers and financial statements.

27. In preparing their statement of accounts, audited bodies are expected to:
» prepare realistic plans that include clear targets and achievable timetables for the production of the financial statements;

» ensure that finance staff have access to appropriate resources to enable compliance with the requirements of the applicable financial framework, including having
access to the current copy of the CIPFA/LASAAC Code, applicable disclosure checklists, and any other relevant CIPFA Codes.

 assign responsibilities clearly to staff with the appropriate expertise and experience;
» provide necessary resources to enable delivery of the plan;

* maintain adequate documentation in support of the financial statements and, at the start of the audit, providing a complete set of working papers that provide an
adequate explanation of the entries in those financial statements including the appropriateness of the accounting policies used and the judgements and estimates made
by management;

* ensure that senior management monitors, supervises and reviews work to meet agreed standards and deadlines;
* ensure that a senior individual at top management level personally reviews and approves the financial statements before presentation to the auditor; and
» during the course of the audit provide responses to auditor queries on a timely basis.

28. If draft financial statements and supporting working papers of appropriate quality are not available at the agreed start date of the audit, the auditor may be unable to
meet the planned audit timetable and the start date of the audit will be delayed.
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We are required to satisfy
ourselves under s20(1)(c) of
the Local Audit and
Accountability Act 2014 that the
Council has made proper
arrangements for securing
economy, efficiency and
effectiveness in its use of
resources. We report to you if
significant matters have come
to our attention. We are not
required to consider, nor have
we considered, whether all
aspects of the Council’s
arrangements are operating
effectively.

Contents

Key messages 3
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Value for money 7
Recommendations 23
Follow up of prior recommendations 27

Our 2023/34 audit approach and the detailed outcomes of our audit of the financial statements are communicated in the following reports:

» the auditor’s report on the financial statements for the year ended 31 March 2024
* The audit completion (ISA 260) report to Those Charged with Governance

ThU report has been prepared in line with the Code of Audit Practice 2024 (the “Code”) and supporting auditor guidance issued by the National Audit Office (NAO)
c&behalf of the Comptroller and Auditor General. This report is required to be published by the Council alongside the annual report and accounts.

V\fghave complied with the Code, International Standards on Auditing (UK) and guidance issued by the NAO in the completion of our work. The NAO guidance

i des both the normal Auditor Guidance Notes (AGNs) and the new Local Audit Reset and Recovery Implementation Guidance Notes (LLARIGs) which were
issUed by the NAO following the publication of Statutory Instrument (2024) No. 907 under which the new statutory backstop dates for publishing of English local
government financial statements were set in legislation.



Key messages

The Pg}pose of the Auditor’'s Annual Report is to bring together all the auditor’s work over the year. This includes the audit work carried out on the Council’s financial statements and the audit
worke are required to carry out under the Code on the Council’s arrangements for securing economy, efficiency and effectiveness in its use of resources (the value for money (VFM)

arrg@ements).

A co@element of the report is our commentary on VFM arrangements, which aims to draw to the attention of the members of the Council and the wider public relevant issues,
reco@Mendations arising from the auditor’'s work and the auditor’s view on whether previous recommendations have been implemented satisfactorily.

Area of work

Our responsibilities

Conclusions

Financial
statements

We were appointed as auditors to perform an audit of the financial
statements of the Council in accordance with International
Standards on Auditing (UK) (ISAs (UK), which are directed towards
forming and expressing an opinion on the financial statements that
have been prepared on behalf of management with the oversight of
Those Charged with Governance.

However, The Accounts and Audit Regulations 2015, as
amended by the Accounts and Audit (Amendment) Regulations
2024, imposed a statutory backstop date of 28 February 2025 for
the publication by the Council of their final Statement of Accounts
for 2023/24. The Code specifies that (except in a few exceptional
circumstances) auditors are required to issue their auditor’s report
before this date, even if planned audit procedures are not fully
complete, so that local government bodies can comply with this
statutory reporting deadline.

We considered whether the time constraints imposed by the
backstop date meant that we would not be able to complete all
necessary procedures to obtain sufficient, appropriate audit
evidence to support our audit opinion and fulfil all the objectives of
all relevant ISAs (UK). These time constraints were further
restricted by the earlier statutory backstop date of 13 December
2024.

The opinions for each of the previous two years’ financial statements — 2021/22 and 2022/23 —
were not able to be issued by the relevant backstop date (13 December 2024). These opinions
were subsequently disclaimed by the predecessor auditor on 23 April 2025, by which time the
backstop date for the 2023/24 audit (28 February 2025) had also passed. In addition, the
Council had not produced any accounts for 2023/24 by the backstop date and, therefore, we
were unable to issue any opinion for 2023/24 by the backstop date for 2023/24.

The Council subsequently published the 2023/24 accounts on 30 April 2025. The disclaimed
audit opinions issued on each of the previous two years’ financial statements by the
predecessor auditor result in a lack of assurance on the Council’s opening balances as at 1
April 2024. The lack of assurance over opening balances, together with the statutory backstop
date for 2023/24 having already passed before the accounts were published, impacts on the
audit procedures that we are able to undertake to gain assurance on the 2023/24 financial
statements. There is insufficient time and resource available for us to gain sufficient assurance
over the 2023/24 accounts, including recovering missing assurance from earlier years.

We therefore intend to disclaim our opinion on the Council’s 2023/24 accounts.

The responsibilities of the Council and Those Charged with Governance remain unchanged.
The Council’'s Responsible Finance Officer has a responsibility under The Accounts and Audit
Regulations 2015 to confirm that the Accountability Statements included in the Statement of
Accounts give a true and fair view. Those Charged with Governance have an essential role in
ensuring that they have assurance over the quality and accuracy of the financial statements
prepared by management and the Council’s wider arrangements to support the delivery of a
timely and efficient audit.




Key messages

Area of work

Narrative
report and
annual
governance
statement

Value for
money

ksy
ta;ommend-
cations

We have reviewed the information presented in the Annual Governance
Statement for consistency with our knowledge of the Council.

Our responsibilities Conclusions
We are required to read and report if the other information included in the .

Statement of Accounts (including the Narrative Report and Annual Governance

Statement) is materially inconsistent with the financial statements and our .

knowledge obtained from the audit, or otherwise appears to be materially
misstated.

We are also required to assess whether the Annual Governance Statement
complies with the disclosure requirements set out in CIPFA/SOLACE guidance or
is misleading or inconsistent with the information of which we are aware from our
audit.

As we will be disclaiming the audit we do not have any findings to report in
respect of this work.

We are required under Section 20(1)c of the Local Audit and Accountability Act 2014
to satisfy ourselves that the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. The Code requires us
to report to you our commentary relating to proper arrangements.

We assess the arrangements in place for securing economy, efficiency and
effectiveness in the Council’s use of resources and provide a summary of our .
findings in the commentary in this report. We are required to report if we have

identified any significant weaknesses as a result of this work.

We are required to report our commentary under specified criteria: Financial
sustainability, Governance and Improving economy, efficiency and effectiveness.

In 2022/23 the predecessor auditor identified significant weaknesses in the
Council’'s arrangements for the preparation and publication of financial
statements. As a result of the weaknesses identified, the auditor made
Statutory Recommendations under Schedule 7(2) of section 24 of the Local
Audit and Accountability Act 2014 (as amended) (the Act).

As the recommendations were only raised formally in April 2025 there is
insufficient time for any of the responses to have been implemented at this
date. Accordingly the significant weaknesses remained present during
2023/24 and we have concluded accordingly.

The Code requires that where auditors identify significant weaknesses as part of
their review of the Council’s arrangements to secure value for money, they should
make recommendations setting out the actions that should be taken by the Council.
We consider these to be key, or essential, recommendations.

As the Council considered the statutory recommendations at a public
meeting, as required by the Act, we have not re-issued further statutory
recommendations but have made key recommendations in respect of the
significant weaknesses identified. We have also raised other
recommendations for improvement.




Key messages

Ar=2a of work

Public interest
reoort

Statutory
recommend-
ations

Application to
the court

Advisory notice

Judicial review

Our responsibilities

Under Section 24, Schedule 7(1)(1) of the Local Audit and Accountability Act 2014 the auditor of
the Council must consider whether to make a report in the public interest if they consider a matter
is sufficiently important to be brought to the attention of the audited body or the public.

Conclusions

We did not identify any matters for which we considered a
public interest report to be required as part of our external
audit for 2023/24.

Under Section 24, Schedule 7(2) of the Local Audit and Accountability Act 2014 the auditor of a
Council can make written recommendations to the Council which need to be considered by the
Council and responded to publicly.

Whilst the statutory recommendations raised in April 2025
(as part of the 2022/23 audit) are not implemented as there
has yet not been sufficient time to do so, the Council has
commenced its response and considered the statutory
recommendations in public, in line with legislative
requirements. We have therefore not raised new statutory
recommendations in the same area, pending the Council’s
implementation of responses to those previously raised.

Under Section 28 of the Local Audit and Accountability Act 2014, if auditors think than an item of
account is contrary to law, they may apply to the court for a declaration to that effect.

We did not make an application to the court.

Under Section 29, Schedule 8 of the Local Audit and Accountability Act 2014, auditors may issue
an advisory notice if they think that the Council, or an officer of the Council, is about to make, or
has made, a decision which involves or would involve the Council incurring unlawful expenditure,
is about to take or has begun to take a course of action which, if followed to its conclusion, would
be unlawful and likely to cause a loss or deficiency, or is about to enter an item of account, the
entry of which is unlawful.

We did not issue any advisory notices.

Under Section 31, Schedule 8 of the Local Audit and Accountability Act 2014, auditors may make
an application for judicial review of a decision of an authority, or of a failure to act by an authority,
which it is reasonable to believe would have an effect on the accounts of that body.

We did not make an application for judicial review.
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Financial statements
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included therein are an
important tool for the
Council to show how it has

used public money and how
it can demonstrate its Audit Completion

financial health. (ISA260) report

Audit opinion on the

X X We intend to issue a disclaimed opinion on the Council’s financial statements.
financial statements

Further details of our work can be found in our ISA260 report, which will be reported to the Council’s audit committee
on 30 September 2025. Requests for this report should be directed to the Council. The significant risks we identified
as part of our audit are set out in our ISA260 report.

We were appointed as

auditors to perform the audit Recommendations relating to internal control arising from our financial statements work are contained in the Audit

in accordance with Internal control Completion (1S260) report. None of the recommendations reflected significant weaknesses in the Council’s
International Standards on recommendations arrangements to secure economy, efficiency and effectiveness in the Council’s use of resources and, as such, are
Auditing (UK) (ISAs (UK). not considered key recommendations.

We are independent of the We are required to carry out specified procedures on behalf of the NAO on the WGA consolidation pack under WGA
COUI.TCI/ in accgrdance with Whole of Government group audit instructions.

applicable ethical Accounts (WGA)

requirements, including the The Council does not exceed the threshold for detailed testing. The requirement for us to issue an assurance
Financial Reporting statement to the NAO has expired as the WGA audit has now been concluded and certified by the NAO for 2023/24.

Council’s Ethical Standard.

Under The Accounts and Audit Regulations 2015 the deadline for the production and approval for the draft

U Preparation of the financial statements was 31 May 2024. The Council did not prepare its draft accounts in line with this deadline as, at
8 accounts the time, the prior year audit had not been concluded. The draft financial statements were published and made

o) available for inspection on the Council’'s website on 30 April 2025.

~
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We are required to consider whether the Council has established proper arrangements to secure economy,

Va I u e fo r' m o n e efficiency and effectiveness in its use of resources, as set out in the Code and the requirements of Auditor
oy Guidance Note 3 (‘AGN 03’).

Auditor’s
QD Annual
% Report
. Assess Assess Report
alistes . Undertake v»_lhe_ther - Issue significant Make
there are Audit - significant 5 .
detailed narrative weaknesses in recommend-

weakness : v
has been commentary our 2u(ijr::;§port ations
identified P

risks of Plan
significant

work

weakness

Updated risk assessment

At the time of making our initial risk assessment in January 2024 the predecessor auditor had not concluded their value for money work. We reported at the time that, upon completion of
their work by the predecessor auditor, we would reconsider our planning assumptions and update our risk assessment as appropriate to take account of the findings reported. The
predecessor auditor reported their findings on 22 April 2025. The impact on our risk assessment is set out in the table below.

o Significant weaknesses reported by prior Key recommendations made by .
ik year auditor in 2022/23 prior year auditor in 2022/23 impaetiogizasizi ikl e
Financial sustainability No No No significant risks identified
Risk of significant weakness identified in the
Yes Yes ) . .
Governance arrangements to support statutory financial reporting
requirements

Im.pr.ovmg economy, No No No significant risks identified

efficiency and

effectiveness

A/ AZETS ;




Value for money

In undertaking our work we have identified the following significant weaknesses in arrangements. Our detailed commentary is set out on the following pages.

Reporting criteria Planning - risk of Final — significant Key

significant weakness weakness identified? recommendations

Other
recommendations

identified? made?

Financial sustainability
How the body plans and manages its resources to ensure it No No No
can continue to deliver its services

made?

Yes

Governance
How the body ensures it makes informed decisions and Yes Yes Yes
properly manages risk

Yes

Improving economy, efficiency and effectiveness

How the body uses information about its costs and No No No
performance to improve the way it manages and delivers its

services

Yes




Value for money
jab)

B

ddition to our financial statements
k we performed a range of

prodedures to inform our value for

ey commentary, including:

Meeting with management and
regular meetings with senior officers
Interviews as appropriate with other
executive officers and management
Review of Council and committee
reports and attendance at audit
committee meetings

Reviewing reports from third parties
Considering the findings from our
audit work on the financial
statements

Review of the Council’'s Annual
Governance Statement and
Narrative Report and other
publications

Considering the work of internal
audit and the counter fraud function
Consideration of other sources of
external evidence.

Councils are responsible for putting in place proper
arrangements for securing economy, efficiency and
effectiveness in their use of resources. This includes managing
key operational and financial risks and taking properly informed
decisions so that they can deliver their objectives and safeguard
public money.

As auditors, we are required to consider whether the Council
has established proper arrangements to secure economy,
efficiency and effectiveness in its use of resources.

We performed risk assessment procedures at the audit planning
stage to identify any potential areas of significant weakness
which could result in value for money not being achieved. This
included considering the findings from other regulators and
internal auditors, reviewing records at the Council and
performing procedures to gain an understanding of the high-
level arrangements in place. The resulting risk areas we
identified were set out in our audit plan.

For each identified risk area, we performed further procedures
during our audit to consider whether there were significant
weaknesses in the processes in place at the Council to achieve
value for money.

The NAO Code of Audit Practice requires us to structure our
commentary on VFM arrangements under three reporting
criteria: financial sustainability, governance and improving
economy, efficiency and effectiveness.

We have set out on the following pages our commentary and
findings on the arrangements at the Council in each area.

Summary of findings

In 2022/23 the predecessor auditor identified significant
weaknesses in the Council’s arrangements for the preparation and
publication of financial statements. As a result of the weaknesses
identified, the auditor made Statutory Recommendations under
Schedule 7(2) of section 24 of the Local Audit and Accountability
Act 2014 (as amended) (the Act).

As the recommendations were only raised formally in April 2025
there is insufficient time for any of the responses to have been
implemented at this date. Accordingly the significant weaknesses
remained present during 2023/24 and we have concluded
accordingly.

As the Council considered the statutory recommendations at a
public meeting, as required by the Act, we have not re-issued
further statutory recommendations but have made key
recommendations in respect of the significant weaknesses
identified. We have also raised other recommendations for
improvement.



Value for money

Introduction

East Hertfordshire District Council (the Council) is a district council in Hertfordshire. It works
with nine other district and borough councils, local parish and town councils and Hertfordshire
County Council (which includes Hertfordshire Fire and Rescue Service) in a three-tier local
government system. It serves a population of approximately 150,000 residents.

The Council is responsible for a range of local services, including planning, waste collection,
and environmental health. The Council has entered into a number of significant capital
investment projects, notably the £30m refurbishment of Hertford Theatre, aimed at cultural
regeneration and boosting local economic activity, and the Regeneration of Old River Lane
and Arts Centre. However, these projects have been problematic: initial budgets have been
significantly exceeded (the Theatre was initially budgeted at a cost of £24m in March 2022 but
is now forecast to cost £30m to complete), resulting in both projects being curtailed or paused.

A recent finance peer review (March 2024) highlighted several challenges, including:

¢ Low usable reserves, raising concerns about financial resilience.

*  Heavy reliance on asset sales (over £10m planned) and ambitious income targets from
capital investments.

* A need for improved risk analysis, especially regarding the commercial viability of major
projects like Hertford Theatre.

¢ Delayed financial monitoring, with key reports being reviewed months after the reporting

jod.
. need for improvement in a number of areas, including savings and reserves
nagement and strategy

Like &Bher councils, East Hertfordshire District Council faces uncertainty over future
govergent funding, with only single-year settlements currently provided. This complicates
long-{gfm financial planning.

A/ AZETS

Like all councils and the wider local government sector, East Hertfordshire continues to
face significant challenges. The sector faces high levels of uncertainty over future levels
of government funding and, for a number of years, has had to plan on the basis of
single-year settlements. This makes it harder to produce comprehensive multi-year plans
as part of medium-term financial planning. The government has signaled an intention to
return to multi-year settlements in the future and announced a national overhaul of local
government, reorganizing multi-tier council areas into a series of unitary authorities with
devolved powers at a regional, mayoral level. The changes proposed would impact East
Hertfordshire which, like all districts, would be absorbed into a larger unitary council from
1 April 2028 according to the current planned timescales. Work is currently ongoing to
present options for reorganization in response to government requirements.

High inflation over recent years has increased cost pressures on all councils’ revenue
and capital expenditure and, whilst it had been falling, since February 2025 inflation has
been increasing, indicating reduced certainty about what the future may hold,
economically. High interest rates have provided the Council with fortuitously higher than
expected interest income on cash balances, but the combination of higher inflation and
higher interest rates impacts local communities, including the community the Council
serves in East Hertfordshire. This can lead to increases in demand for council services
and impact on council income in areas such as car parking and collection rates for
council tax, business rates and rents.

The Council has faced a challenging environment over the past few years. There have
been changes at the Chief Executive and Chief Finance Officer (CFO) level, with a new
substantive CFO being appointed on 1 April 2025. The Council has been unable to
produce its accounts on time and this resulted in the predecessor auditor raising three
statutory recommendations in April 2025.
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Financial sustainability

This r@hxtes to how the Council plans

and k&hages its resources to ensure it

can c6Btinue to deliver its services.

\l
We cgnyidered the following areas:

how the Council identifies all the
significant financial pressures that
are relevant to its short and
medium-term plans and builds
these into the plans;

how the Council plans to bridge its
funding gaps and identifies
achievable savings;

how the Council plans finances to
support the sustainable delivery of
services in accordance with
strategic and statutory priorities;
how the Council ensures that its
financial plan is consistent with
workforce, capital, investment, and
other operational plans, which may
include working with other local
public bodies as part of a wider
system; and

how the Council identifies and
manages risks to financial
resilience, such as unplanned
changes in demand and
assumptions underlying its plans.

AZETS

General fund overview

As at 31 March 2024, East Hertfordshire District Council’s General
Fund balance remained at £3.9m, unchanged from the previous year
and above the Council’'s minimum level of £2.2m. However, the
Council’'s earmarked reserves increased from £18.7m to £20.9m,
reflecting a net contribution of £2.2m during the year. This brings the
total usable General Fund reserves to £26.0m, up from £23.6m a year
earlier. This is a reasonable overall level of reserves; the Council’s net
expenditure on services in 2023/24 was £23.9m and this level of
reserves provides a buffer for unexpected short-term shocks.

However, whilst earmarked reserves can be utilised if Members
decide to change their use, they are earmarked for specific purposes
in anticipation of specific costs. £14.0m of the £20.9m earmarked
reserves are held for two specific purposes: New Homes Bonus
priority spend (£8.9m) and the collection fund reserve (£5.1m). The
New Homes Bonus priority spend reserve was established from
unspent New Homes Bonus monies received from DCLG and the
2014/15 general fund underspend. Over the years, further amounts of
New Homes Bonus monies have been transferred to this reserve. The
collection fund reserve was established to smooth the effect on the
Council of income volatility following the new business rates funding
regime.

This means only £6.9m of the earmarked reserves are available to
manage financial risk. Of this, the most significant reserve is the
interest equalisation reserve (£3.3m), established to assist the Council
in managing the financial implications of adverse interest rate
fluctuations. The Council also holds an additional General Reserve of
£1.1m, which supports cash flow management and provides
contingency funding.

Overall, this means the total combined level of general and earmarked
reserves available for managing unexpected financial risk is relatively low,
particularly in the context of the financial risks the Council faces. The
Council may wish to consider whether this level is sufficient in the context
of the current financial and macro-economic risks.

Arrangements

The Council’s financial planning is guided by its Medium-Term Financial
Plan (MTFP), which outlines the strategic approach to managing income,
expenditure, inflationary pressures and capital investment over a multi-
year horizon.

East Hertfordshire District Council has procedures in place to identify
significant financial pressures for its short- and medium-term plans. It sets
its annual budget and updates its Medium-Term Financial Plan (MTFP)
annually for the subsequent four years, considering factors such as
inflation, service demand and changes in government funding.

The finance team collaborates with service heads to identify cost
pressures and model various financial scenarios. Significant changes are
reviewed by the Leadership Management Team and the Council Executive
before being incorporated into the MTFP. The Council also monitors its
budget performance on a quarterly basis to identify and address cost
pressures in the upcoming MTFP.

During the annual budget-setting process, the Council determines the
necessary savings to align the expected net cost of services with the
available funding. Each service area is required to identify potential
savings, which may come from either reducing expenditure or increasing
income. Additionally, the Council’s finance team may identify savings not
directly linked to service delivery.

1"



Financial sustainability

The Council produces the Medium-Term Financial Plan and the Corporate Plan together,
treating them as complementary documents. Most of the Council’s spending is directed
towards statutory services, which are delivered in line with its priorities. Despite reductions in
government funding, the Council aims to maintain discretionary services that support its
strategic goals. Future forecasts indicate that further cost reductions will be necessary,
requiring difficult decisions that align with the Council’s priorities.

The Council also has a budget challenge process to review the cost and delivery of its
services, assessing both statutory and non-statutory services against the priorities outlined in
the Corporate Plan. The Corporate Plan integrates all strategic plans and is discussed in
Leadership Team Workshops, feeding into the budget-setting process.

The annual financial plan and budget, presented each March, include revenue, investment and
capital planning. Treasury management and capital proposals are reviewed by the Audit and
Governance Committee. The budget is allocated across Council services to align with the
broader Council strategy, and regular communication between finance staff and directorates is
required to maintain continued alignment.

Financial position, savings and reserves

East Herts District Council’s Medium Term Financial Plan (MTFP) 2024/25 incorporates
several key assumptions to address ongoing financial pressures and ensure sustainability.
These include a 2.99% increase in Council Tax, generating an additional £366k annually, and
assumptions around continued inflationary pressures, particularly in staff pay and major
contracts. To balance the budget, the Council has outlined savings requirements over the next
four years of £6.9m with a requirement of £2.2m in each of 2024/25 and 2025/26. In the
subeﬁ]uent years, a further £1.8m of savings are required in 2026/27 and £0.6m in 2027/28.

TheSd savings requirements over the next four years are challenging. The Finance Peer
Chﬁ%nge report undertaken in February to March 2024 raised concerns over the Council’s
finah€ial monitoring processes, both in terms of timeliness and usefulness of the content of the
repertd in informing decision making. It also noted a number of areas for improvement in
relatish to savings and reserves management and strategy.
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* The need to incorporate comprehensive risk assessments related to the proposed
savings measures, including detailing the likelihood and potential impact of not
achieving the targeted savings;

» Improving the clarity of explanation in budget reports as to how the savings identified
impact on future years and ensuring that all savings figures are fully reconciled;

» Improving the consideration of financial risk in determining a minimum level of
reserves to be maintained, as the peer report considered the reserve levels to be
comparatively low;

» Publishing an explicit statement on the Council’s useable reserves position within the
budget report

The review also contained other related recommendations. The Council has made
minimal progress in responding to these recommendations to date but, with the
appointment of a new substantive chief finance officer in early 2025, responding to the
recommendations has been prioritised and actions are being actively considered.

To further mitigate financial risks, the capital programme has been adjusted, including
pausing the Old River Lane Arts Centre project to save £1.5m in costs annually.
Investment will focus on essential property maintenance, ICT upgrades, and invest to
save initiatives with a payback period under ten years. Revenue generation will be
supported by renting out part of the Council’s head office (Wallfields) and selling Council-
owned property, aiming to raise £6m for loan repayments. Despite financial constraints,
the Council remains committed to protecting services for vulnerable residents and
aligning decisions with strategic priorities.

The Council’'s assumptions in its financial strategy are not unreasonable and are
supported by well-thought through rationale. Unavoidably, there remains risk attached to
them. The strategy assumes pay increases of 2% per annum. It also assumes contract
inflationary increases of 2.5% per annum. The risk remains that the anticipated
reductions in inflationary pressures fail to materialise. In February 2025, inflation was 3%,
which will put pressure on the 2% assumption built into 2025/26. Higher inflation will put
increased pressure on pay budgets and contract budgets.

12



Financial sustainability

Th%TFP assumes the savings targets will be achieved in full to avoid further reliance being
placed on in-year use of general fund reserves over the period to 2027/28. Whilst not
unathdevable, this will require robust monitoring and corrective action to address at an early
stamny signs of slippage or changes in the risk profile or achievability of savings. The
Council will need to ensure it has arrangements in place to identify and then deliver the
substantial savings requirement each year.

The Council has started to consider what these actions may require although there has not
been sufficient time for these to be finalised or implemented. This includes the following
actions and considerations to date:

* A new tracking spreadsheet has been created to ensure the details behind the savings
plans within the MTFP can be monitored regularly. This now includes a phasing of when
savings are likely to materialise — which month they start to occur in and any that will not
fully materialise in the current financial year — but will continue to materialise in 26/27.
Additional savings and income are also being included. The planned approach will be
shared with Members

» The MRP policy is being updated

» The Chief Finance Officer is considering and identifying actions to address the findings of
the Finance Peer Review

* The Council's Asset Management Group is reviewing all assets to determine suitability for

disposal, further investigation, or retention based on criteria like use value and strategic fit.

The disposal program started in October 2024, with revenue benefits expected in the
2025/26 budget, reducing the need for reserves and optimizing asset value.

The Group position

East Hertfordshire District Council wholly owns Millstream Property Investments Ltd,
which was formed by the Council in February 2018. There are no minority shareholders
and no restrictions on the Council’s ability to access or use the assets or settle the
liabilities of the group. Millstream Property Investments Ltd was created to acquire,
develop and refurbish homes to provide rental properties to tenants wishing to live in the
private sector, but with the assurance that the accommodation is managed by a
responsible landlord.

Based on Millstream Property Investments Limited’s financial statements for the year
ended 31 March 2024, the company remains in a position to cover its liabilities without
requiring intervention from East Hertfordshire District Council.

As of 31 March 2024, Millstream reported net assets of £2.2m, down from £2.3m in 2023,
primarily due to a reported loss of £0.1m for the year. This loss was driven by a
downward revaluation of its investment properties which fell by £0.2m to £5.5m. Despite
this, the company continues to hold a strong asset base, with 17 residential properties
and no restrictions on their realisation, aside from the mortgage held by the Council.
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Financial sustainability

Millstream’s liabilities include £3.1m in long-term loans and £0.2m in current liabilities. Notably,
the shareholder loan component has been significantly reduced to £0.3m (from £2.0m in 2023),
with only one property now secured against it. The company also holds £0.1m in current assets,
including £0.09m in cash, which is sufficient to meet its short-term obligations.

While the company’s profitability has declined, its equity position remains positive, supported by
£1.7m in share capital and £0.6m in retained earnings. In summary, although Millstream’s
financial position has weakened slightly due to property market adjustments, it still retains
sufficient assets and liquidity to meet its liabilities independently, without immediate need for
financial support from the Council.

The company’s auditors issued a clean, unmodified opinion in respect of the company’s 2023/24
accounts. Their audit report also stated that they had “not identify any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant doubt on the
company’s ability to continue as a going concern for a period of at least twelve months”
following the authorising for issue of the accounts.

The Minimum Revenue Provision

The Council is required, each year, to set a Minimum Revenue Provision (the MRP). The MRP
refers to the amount charged to the revenue budget for the repayment of debt (as measured by
the underlying need to borrow, rather than actual debt).

The underlying debt is needed to finance the capital programme. Capital expenditure is
generally expenditure on assets which have a life expectancy of more than one year e.g.
buildings, vehicles, machinery etc. It is therefore prudent to charge an amount for the repayment
of debt over the life of the asset or some similar proxy figure, allowing borrowing to be matched
to a@et life. Setting aside an amount for the repayment of debt in this manner allows for future
bomwing to be taken out to finance the asset when it needs replacing at no incremental cost.

T@nanner of spreading these costs is through an annual Minimum Revenue Provision. In
2027/22 and 2022/23, East Hertfordshire District Council did not set aside a Minimum Revenue
Prccvgion (MRP), citing a negative Capital Financing Requirement (CFR) during those years.
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However, in 2023/24, the Council introduced an MRP provision of £0.6m. While this
marks a positive step, the level of provision remains relatively low.

It is important, therefore, that the MRP is sufficiently prudent to mitigate long-term
financial sustainability risks. A prudent MRP policy ensures that the Council sets aside
adequate resources to repay borrowing over time, reducing future financial pressure.

Indicators of prudence can be assessed by comparing the MRP to the Council’'s CFR
and total borrowings. A level of MRP below 2% of the CFR and 3% of total borrowings
may indicate increased financial risk. In 2023/24, the Council’'s MRP equates to
approximately 1% of the CFR and 1% of total borrowings. This suggests a higher risk
that the current level of MRP may be insufficient to ensure long-term financial resilience.

While maintaining a low MRP may temporarily improve short-term financial flexibility, it
poses several risks that could impact the local authority’s financial health in the medium
to longer term. A low MRP results in slower repayment of the CFR, leading to the
accumulation of long-term debt. Borrowing costs (interest payments) are therefore likely
to remain a financial burden for future budgets, reducing the flexibility to address
emerging priorities.

A low MRP also limits the ability to borrow further for new capital projects, as a higher
CFR reduces headroom under statutory and policy borrowing limits. The Council also has
a statutory responsibility to ensure it is providing a prudent MRP charge under the Local
Government Act 2003.

The March 2023 MTFS notes that the capital programme will be largely funded by
external borrowing going forward. The Council has previously been debt free, and this
new borrowing will impact the revenue account through the requirement to pay interest
and also from the requirement to set aside Minimum Revenue Provision (MRP) to meet
the repayment of the principal amount of loans.

Management should review the current provision in future years to ensure that the
annual MRP adjustment is adequate and prudent, considering the CFR and existing and
planned borrowing levels, and ensure longer term financial risks are contained.
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Financial sustainability

U i
Poor year recommendations
«Q

In #Rir Annual Auditor's Report for 2021/22 and 2022/23 issued in April 2025, the predecessor
audiyr raised a number of recommendations for the Council. Due to the short passage of time
be@®en the previous Auditor's Annual Report and this current one, there is not an expectation
that the Council would have had an opportunity to fully address the recommendations raised.
However, work has begun in these areas, and this is set out in more detail in the “Follow up of
prior recommendations” section later in this report.

In undertaking our review for 2023/24, we raise the following recommendations. Where these
are updated from the prior year recommendation, the prior year recommendation has been
subsumed into the current recommendation as appropriate.

Recommendations 2023/24

1. Officers should consider the minimum level of reserves and the current available levels of
reserves in the context of the financial risks currently faced by the Council and the scale of
the savings requirements. The total combined level of general and earmarked reserves
available for managing unexpected financial risk is relatively low, particularly in the context
of the financial risks the Council faces. The Council may wish to consider whether this level
is sufficient in the context of the current financial and macro-economic risks.

2. Officers should ensure robust savings plans are put in place and delivered to ensure spend
is contained within budget and planned savings are delivered on a timely basis.

3. The Council should ensure that it mitigates the further use of reserve balances to support
the revenue budget in the medium term, by taking steps to ensure that both in-year
overspends are minimised and future savings gaps are identified early with schemes put in
place, without compromising front line service delivery.

4. The Council should ensure it takes action to address the findings and recommendations
from the Finance Peer Challenge as a matter of urgency.
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5. The Council should undertake a review of its Minimum Revenue Provision (MRP)
policy and calculation to ensure it is fully compliant with the statutory requirements
and guidance and that sufficient set asides are being made. Management should
ensure the annual MRP adjustment is adequate and prudent, considering the
Council’'s CFR and borrowing levels, and ensure longer term financial risks are
contained.

Summary

We have not, at present, identified any significant weaknesses in the arrangements
in place to support financial sustainability.

The Council has set balanced budgets and maintained general fund reserves above their
minimum level as set out in the Council’s current policy.

However, there are financial risks present which, if not managed effectively over the short
term, could introduce significant weakness in future years. The scale of savings required
to continue to set a balanced budget and maintain reserves at an appropriate level does
however significantly increase in future years. The Council is cognisant of the fact it will
need to respond in full to the recommendations set out in the Finance Peer Review from
2024, strengthen the arrangements in place to monitor, deliver and report on savings
requirements and ensure the reserves strategy is fully aligned with financial risk. Work
has already begun in these areas.
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Governance

This relates to the arrangements in place for overseeing
the Council’s performance, identifying risks to
achievement of its objectives and taking key decisions.

We considered the following areas:

how the Council monitors and assesses risk and
gains assurance over the effective operation of
internal controls, including arrangements to prevent
and detect fraud;

how the Council approaches and carries out its
annual budget setting process;

how the Council ensures effective processes and
systems are in place to ensure budgetary control; to
communicate relevant, accurate and timely
management information (including non-financial
information where appropriate); supports its
statutory financial reporting requirements; and
ensures corrective action is taken where needed,
including in relation to significant partnerships;

how the Council ensures it makes properly informed
decisions, supported by appropriate evidence and
allowing for challenge and transparency. This
includes arrangements for effective challenge from
those charged with governance/audit committee;
an

h& the Council monitors and ensures appropriate
s@dards, such as meeting legislative/regulatory
re@irements and standards in terms of officer or
m@Mber behaviour (such as gifts and hospitality or
ddeRarations/conflicts of interests).
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The Council has arrangements in place to assess risk and
gain assurance over the effective operation of internal
controls, including arrangements to prevent and detect fraud.

The Council considers fraud and counters risk across a
broad range of areas. The Council has a Risk management
strategy in place that is reviewed quarterly by the audit and
governance committee.

The Strategic Risk Register outlines the most significant
business risks that could hinder the Council from achieving
its objectives. The Leadership Team has established a
defined risk tolerance level; any risks exceeding this
threshold are actively managed and reviewed on a regular
basis to ensure appropriate mitigation and contingency
measures are in place. Risks that fall below the tolerance
level are typically managed by Heads of Service, who are
responsible for ongoing monitoring and implementing actions
to reduce their potential impact. A visual summary of these
risks, including the tolerance threshold, is presented in a
matrix. Risks positioned in the red zone of this matrix are
those that require active oversight by the Leadership Team,
in line with the Council’s Risk Management Strategy

The Council welcomes constructive challenge from scrutiny
by internal and external audit activity, the work programme of
the Overview and Scrutiny Committee (which reviews reports
and updates that may include risk related content and
requesting further investigation or clarification on issues that
might pose significant risk to service delivery or public trust),
and other external inspection agencies.

The Council promotes informed decision-making by establishing
committees with distinct responsibilities. These committees hold
regular meetings to address significant matters in accordance
with their terms of reference. Details of these meetings, including
agendas, are published on the Council’s website to foster
transparency and facilitate stakeholder engagement. Reports are
distributed well in advance of meetings to enable members to
contribute effectively and raise challenges. The Council’s
governance processes are reviewed by the Audit and
Governance Committee. At the start of each committee meeting,
members are required to declare any disclosable pecuniary
interests or other registrable interests they may have in relation to
items on the agenda, in line with the Council’'s Code of Conduct.

The Council’'s Monitoring Officer holds overall responsibility for
ensuring that the Council, its officers and elected Councillors act
lawfully and has a statutory duty to report any legal non-
compliance. Procedures for report preparation are in place to
ensure legal compliance is considered. Individual service
managers bear the operational responsibility for legal compliance
and staff training. Training needs are identified through job
specifications and considered during the annual appraisal
process. These processes are incorporated within the Council’s
appraisal system and are published in the “Our Values and
Behaviours” document and the Employee handbook, which has
been disseminated to all staff.

Staff members are periodically reminded about the declaration of
interests and hospitality. The Council has a whistleblowing policy
and a separate email address for this purpose. Additionally, the
Shared Anti-Fraud Service (SAFS) has conducted team talks to
help staff identify potential fraud and understand how to report it.
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Governance

Pr@rement at East Hertfordshire District Council is governed by clear procedures
demned to ensure compliance with the Procurement Act 2023, internal policies, and
releyant legislation. The council follows defined thresholds for public sector purchasing,
wit@ocurements above these thresholds being required to be advertised via the Find a
Tenad®r service. Services across the Council can access specialist support from the
Procurement Team, and procurement performance is monitored through regular budget
reviews. Officers receive training to ensure compliance, which is reported quarterly to
the Leadership Team as part of the council’s commitment to transparency, value for
money and continuous improvement.

Contracts are actively reviewed to enhance service delivery and explore insourcing
opportunities. A partnership register is also maintained, with annual reviews conducted
for informal partnerships.

The ability to identify and assimilate new technologies is an integral part of the Council’s
approach to achieving its strategic objectives. The Council has a Shared ICT service
with Stevenage Borough Council. The shared ICT service is responsible for developing
the shared ICT platform as well as delivering ICT services.

A joint Stevenage / East Herts ICT Partnership Board meets every month to consider the
strategic direction of the service. A Joint (Member led) Committee Board meets quarterly
to review the ICT Improvement Programme. The ICT service is committed to embracing
new digital opportunities to better meet the needs of residents, achieve savings and
transform services. A secure, resilient, effective, and forward-looking Technology Service
is critical in delivering these aims. Access to all IT systems is strictly defined according to
role. Password access is controlled according to best practice. Specific Council policies
exist (whistleblowing, anti-money laundering for example) and training offered to Officers
and Councillors in these areas to encourage early detection and investigation of any
suspicious activity. The information governance policy is still in the process of being
reviewed by the council which will then be approved by the members of the council.

=/ AZETS

The Council’s internal audit provision is delivered by the Shared Internal Audit Service (SIAS)
hosted by Hertfordshire County Council. The service complies with CIPFA’'s Statement on the
role of the Head of Internal Audit and operates to Public Sector Internal Audit Standards. The
Head of Assurance confirms to Audit Committee the 'Fitness for Purpose’ of internal audit to
conduct the work that informs the assurance opinion each year. For each audit, SIAS issues a
Final Audit Report, and this is signed off by management together with an agreement to
implement the recommendations that have been made.

In compliance with the requirements of the Accounts and Audit Regulations 2015, the Council
relies on the Shared Internal Audit Service (SIAS), which undertakes a programme of work to
review the effectiveness of the Council’s risk management, control environment, and
governance processes. An annual operational audit plan is presented to the Audit and
Governance Committee for approval. Progress against this plan is reviewed at Audit and
Governance Committee (AGC) meetings, where members also monitor the implementation of
audit recommendations through quarterly reports presented by SIAS.

The overall internal audit assurance opinion is ‘Substantial assurance’ on financial systems,
meaning there is a sound system of governance, risk management, and control, with internal
controls operating effectively and being consistently applied to support the achievement of
objectives in the area audited. The assurance on the non-financial systems is ‘Reasonable
assurance’, meaning there is a sound system of governance, risk management, and control in
place. Some issues, non-compliance, or scope for improvement were identified, which may put
at risk the achievement of objectives in the area audited. SIAS has concluded that the
corporate governance and risk management frameworks comply with the CIPFA/ SOLACE
best practice guidance on corporate governance. This conclusion is based on the work
undertaken by the Council and reported in its Annual Governance Statement for 2023/24 and
the specific reviews of Risk Management and Corporate Governance conducted by SIAS
during the year.
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Governance

The governance framework of East Hertfordshire District Council (EHDC) is based on the
principles outlined in the CIPFA/SOLACE Framework: Delivering Good Governance in Local
Government (2016). This framework offers a comprehensive model to ensure that local
authorities operate lawfully, transparently, and accountably, while delivering value for money
and effective public services.

EHDC has a formal complaints procedure in place to ensure that concerns raised by
residents and service users are addressed fairly and transparently. Complaints specifically
related to Councillor conduct are managed under a separate procedure, overseen by the
Standards Sub-Committee and the Monitoring Officer, in accordance with the Council’s
ethical governance framework.

The Council also has formal employment procedures for senior statutory roles, including the
Head of Paid Service, Monitoring Officer, Chief Finance Officer and Strategic and Assistant
Directors. These procedures are outlined in the Council’s Constitution under the Officer
Employment Procedure Rules. They cover recruitment, appointment, and disciplinary
processes, ensuring transparency, fairness, and compliance with relevant legislation.
Appointments are overseen by the Chief Officer Recruitment Committee, and disciplinary
matters involving statutory officers follow the requirements of the Local Authorities (Standing
Orders) (England) Regulations 2015.

The Council has a Whistleblowing Policy based on the Public Interest Disclosure Act 1998,
as well as an Anti-Fraud and Anti-Corruption Strategy. It also has an Anti-Money Laundering
Policy in place and has designated the Head of the Shared Anti-Fraud Service (SAFS) as
the Money Laundering Reporting Officer (MLRO) . The Council’'s website and intranet
provide options for both the public and staff to report suspected fraud, with links directing
users to the Shared Anti-Fraud Service webpage.

TheTrpvious auditor raised a recommendation for the Council to ensure actions are taken to
add@s weaknesses identified by Internal Audit, as reported in the AGS, on a timely basis in
ord@Yor the Council to be assured regarding the adequacy of its governance arrangements.
The(@come Chief Finance Officer has implemented actions to address this recommendation
whigkadue to the short passage of time, are currently in their infancy. We have therefore

roll rward this recommendation to 2024/25.
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Governance Weaknesses in Financial Reporting Compliance

In 2022/23 the predecessor auditor identified significant weaknesses in the Council’s
arrangements for the preparation and publication of financial statements. As a result of the
weaknesses identified, the auditor made Statutory Recommendations under Schedule 7(2)
of section 24 of the Local Audit and Accountability Act 2014 (as amended).

This was due to the non-preparation and delayed publication of the financial statements for
2021/22 and 2022/23 and the absence of the 2021/22 Annual Governance Statement.
These delays constituted non-compliance with several provisions of the Accounts and Audit
Regulations 2015. The following factors were key to this determination:

2021/22

» the Council did not comply with the requirements of the Accounts and Audit
Regulations, as the inspection period did not start until 12 December 2023.

« the accounts published for inspection did not include an Annual Governance
Statement.

» the Statement of Responsibilities for the Statement of Accounts included in the
2021/22 Accounts was from the 2020/21 accounts and was dated 26/10/2020.

» the auditor's report included in the 2021/22 Accounts was the audit report for the
2019/20 accounts.

2022/23

» the Council did not comply with the requirements of the Accounts and Audit
Regulations as they did not prepare and publish the set of draft accounts until 6
November 2024.

» the Council did not publish a notice stating that the Council has not been able to
publish the statement of accounts and its reasons for this.

2023/24

» The Council failed to produce a set of accounts and did not include the required notices
on its website.

18



Governance

As a'[gsult, the auditor concluded that “appropriate arrangements for financial reporting
wergyot in place during 2021/22 and 2022/23. As the statement of accounts are an
imggniant document and provide members of the public and other stakeholders with
info(@ation regarding the Council’s financial position, we have concluded that the continued
fail 0 prepare and publish accounts represents a significant weakness in governance
arra“?‘@ments.”

The auditor made three statutory recommendations, as follows:

1. Finance Function Workflow Review:

Conduct a comprehensive review of the finance function workflow to identify bottlenecks in
the flow of information and the completion of key finance tasks. Use the findings to redefine
roles and responsibilities within the finance team, ensuring an equitable distribution of
workload and preventing any single individual from being overburdened.

2. Quality Assurance Function Review: Implement a thorough review of the quality
assurance process for draft accounts and underlying workpapers. Establish clear timelines
for the closedown process, ensuring appropriate segregation of duties between those

preparing and those reviewing the draft accounts and workpapers. Monitor adherence to this

process and report performance to the Audit and Governance Committee.

3. Finance Team Capacity: Re-assess roles, responsibilities and resource requirements for
financial reporting across the Council, including an assessment of the support required from
other functions within the organisation for the financial reporting function to meet its
objectives and to restore timely financial reporting in accordance with the requirements of
the Accounts and Audit (Amendment) Regulations 2024.

When such a statutory recommendation is made the Council must consider the

recommendation at a meeting held before the end of the period of one month beginning with

the day on which it was sent to the authority. The recommendation was presented to the
Council on 22 April 2025 and discussed by the Council in that meeting (the Audit and
Governance Committee) and in the full Council meeting on 14 May 2025, thereby complying
with the one month requirement.
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At that meeting the Council was required to decide:

» whether the report requires the authority to take any action or whether the
recommendation is to be accepted, and
« what, if any, action to take in response to the report or recommendation.

At the full Council meeting on 14 May 2025 the Council resolved that

* The Council accepts the recommendations made by the External Auditor within
Appendix A.

* The Audit and Governance Committee should receive updates on progress against the
recommendations and actions within the report on a regular basis.

A new Chief Finance Officer (section 151 officer) was appointed on 1 April 2025. Following
the issuing of the disclaimed opinions for 2021/22 and 2022/23 by the predecessor auditor,
the 2023/24 accounts and annual governance statement were prepared and made
available for public inspection by the Council on 30 April 2025.

Following the full Council meeting at which the statutory recommendations were
considered, the 2024/25 accounts and annual governance statement were prepared and
made available for public inspection on 27 June 2025. This was in compliance with the
Accounts and Audit Regulations for the 2024/25 accounts.

The publication of the 2024/25 accounts by the statutory deadline is a welcome
achievement for the Council and indicates an improvement in the arrangements which
have enabled the Accounts and Audit regulations deadlines to be met for the first time in
several years. In addition, the Chief Finance Officer has set out a number of actions to
address each of the three statutory recommendations which will be taken forward over the
coming year.

As the recommendations were only raised formally in April 2025 there is insufficient time for

any of the responses to have been implemented at this date. However, the initial thinking in
response to the actions is encouraging.
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Governance

The Council is currently undertaking a finance function workflow review to identify
bottlenecks in the flow of information and the completion of key financial tasks. The findings
will be used to redefine roles and responsibilities within the finance team, ensuring a fair
distribution of workload and preventing any single individual from becoming overburdened.

Whilst this review is taking place, capacity within the finance team is limited and, whilst the
Council successfully produced the 2024/25 accounts on time, it is not yet in a position to be
able to adequately facilitate and respond to the audit of these accounts in terms of capacity
and availability of resources. The workforce review will need to ensure it encompasses
consideration of tasks required not just to produce the accounts, but also to respond to the
detailed and often rigorous requirements of the external audit, whilst simultaneously
continuing to deliver the wider requirements of the finance function. This is essential if future
audits are to be able to not only deliver the in year audit but also undertake the work
required to build back assurance and return to clean / unmodified opinions on the financial
statements.

The Council has responded appropriately to the statutory recommendations and is investing
time towards recovery. As there has been insufficient time for the recommendations to have
been developed and implemented in full, and given that the accounts for 2023/24 were only
produced on 30 April 2025, this is evidence that the significant weaknesses in the
arrangements remained throughout 2023/24. We have therefore rolled forward the
recommendations associated with the significant weaknesses but have not re-raised them
as statutory recommendations, given the Council’s response to the recommendations and
early stages of work in response to them.

Gg abed
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Summary

There are significant weakness in governance in relation to the Council’s procedures
supporting the production of its financial statements.

In 2023/24, the Council did not produce its financial statements in line with the Accounts
and Audit regulations and did not include the required notices on its website. The Council
has started responding to the recommendations made in April 2025 in respect of the
significant weaknesses but there has, to date, been insufficient time for these to have been
developed, actioned and implemented in full. The Council will also need to ensure it can
restructure the finance team such that there is sufficient capacity to facilitate annual
external audit reviews and the building back of assurance over the disclaimed audit years.

We have therefore determined there are significant weaknesses in the arrangements
to support statutory financial reporting requirements.
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Improving economy, efficiency and effectiveness

QO
ThisWates to how the Council seeks
to imprdve its systems so that it can
delivedmnore for the resources that are

availa®® to it.
We considered the following areas:

* how financial and performance
information has been used to
assess performance and identify
areas for improvement;

» how the Council evaluates service
quality to assess performance and
identify areas for improvement;

» how the Council ensures it delivers
its role within significant
partnerships, engages with
stakeholders it has identified,
monitors performance against
expectations, and ensures action
is taken where necessary to
improve; and

* where the Council commissions or
procures services, how it ensures
that this is done in accordance
with relevant legislation,
professional standards and
internal policies, and how it
assesses whether it is realising the
expected benefits.
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The Council monitors its performance through key performance
indicators (KPIs), quarterly financial and performance reports and both
internal and external audits. These reports, reviewed by the Audit and
Governance Committee, compare actual performance against the
budget, explain any variances, and outline mitigating actions. Resident
and customer feedback, benchmarking against other local authorities,
and regular reviews of progress against the Corporate Plan also
contribute to service evaluation. A risk management strategy supports
continuous improvement by identifying and addressing potential risks.

The East Hertfordshire District Council Corporate Plan (2024—-2027)
sets out the Council’s strategic direction, focusing on four priorities:
transparency and responsiveness, environmental sustainability,
community collaboration, and fairness in service delivery. It aims to
strengthen public engagement, improve air quality and green
infrastructure, support local housing and high streets, and promote
inclusive cultural and wellbeing initiatives. The plan also includes
governance reforms and updates to Council Tax support to foster a
more connected and equitable district.

To achieve efficiencies, the Council collaborates with Stevenage
Borough Council and North Hertfordshire District Council to jointly
deliver services such as IT, Revenues and Benefits, Procurement and
Waste. These partnerships are overseen by various boards to ensure
effective performance management and service delivery.

Procurement is governed by procedures to ensure compliance with
legislation, standards, and internal policies. The Council follows the
Procurement Act 2023, which sets thresholds for public sector
purchasing. Services can access specialist support from the
Procurement Team, and performance is monitored through regular
budget reviews. Training is provided to officers, and compliance is
reported quarterly to the Leadership Team.

Capital and investment projects

The Council had previously entered into a number of significant capital
and investment projects. This included the regeneration of Old River
Lane in Bishop’s Stortford, the continued redevelopment of Hartham
Leisure Centre and the Hertford Theatre Development.

There have been significant delays and / or cost overruns on two of
these projects. In particular:

* Hertford Theatre Development: The initial contract was awarded in
March 2022 for £18.9m. The project has encountered a series of
budgetary challenges due to rising inflation and increases in costs of
labour and materials. This resulted in an increased budget for the
development, which stood at £24.1 million at March 2022. The
project is now expected to cost £30.2 million to complete in its
entirety and at the current date the forecast outturn is a projected
overspend of £2.6 million, which officers are working to reduce. The
Council has engaged external advisors to undertake an assessment
of costs and advise the Council on an appropriate guaranteed
maximum price to be agreed with the contractor following the
continued increases.
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Improving economy, efficiency and effectiveness

* Old River Lane and Arts Centre: The Council purchased the Old River Lane
site in 2015, after a private sector scheme failed to be delivered. The aims were
to create an arts and entertainment centre, residential, retail and leisure uses to
drive transformational change in Bishop’s Stortford. Since the project was
initially started it has been revisited and updated. The project is currently
postponed until the borrowing to construct the building becomes affordable.
Spend to date on the Old River Lane project is £4 million. The 2023/24 budget
outturn report includes a forecasted £500k further spend. From 2023/24
onwards, there is no forecasted budget spend due to a £2.0 million saving which
arose from delay to the likely commencement of the Arts Centre, and a decision
to pause the Old River Lane & Arts centre project and rephasing of IT capital
spend.

These challenges indicate weaknesses in the arrangements for overseeing and
delivering the capital programme and call into question the wisdom of some of the
decisions made in earlier years and the efficacy of corrective action during that
period.

The Council has now significantly reduced its capital programme and paused £9.6m
of capital spend. Management'’s recent responses have been appropriate and the
latest forecast for the leisure centre is that the Council hopes to generate circa
£0.26m in income per annum from the current arrangement. The Council
acknowledges the previous Theatre business case was ‘optimistic’ and is revisiting it
to arrive at a more realistic position. The Old River Lane and Arts centre
devéﬂ)ment is subject to an ongoing review to ensure any monies committed in the
futu@X(if any) are prudent and economical.

/8 ob
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The Council is also actively looking at asset disposals to reduce borrowing and make MRP
savings. Whilst these actions, in isolation, make sense, the Council will now also need to be
mindful of the Local Government Reorganisation (LGR) proposals, and in particular ensure
significant asset disposals, particularly land disposals, are in the best interests of both the Council
and any successor unitary body.

Summary

We have not identified any significant weaknesses in the Council’s arrangements.
However, there are risks present which, if not managed effectively, could introduce significant
weakness in future years, particularly in relation to future capital programmes and asset
disposals.
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Key recommendations

ad

s the recommendations made will support the Council in addressing the weaknesses identified from our work.

Th% recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to
S

| Criv=ia_____| Significant weakness | Key recommendations

Governance
significant
weaknesses in the
arrangements to
support statutory
financial reporting
requirements

There are significant
weaknesses in the
Council’s arrangements
for the preparation and
publication of financial
statements. In 2023/24,
the Council did not
produce its financial
statements in line with
the Accounts and Audit
regulations and did not
include the required
notices on its website.
The Council has started
responding to the
statutory
recommendations made
in April 2025 by the
previous auditor in
respect of the significant
weaknesses but there
has, to date, been
insufficient time for these
to have been developed,
actioned and
implemented in full.

1. Finance Function Workflow Review:

Conduct a comprehensive review of the finance function workflow to
identify bottlenecks in the flow of information and the completion of key
finance tasks. Use the findings to redefine roles and responsibilities within
the finance team, ensuring an equitable distribution of workload and
preventing any single individual from being overburdened.

2. Quality Assurance Function Review: Implement a thorough review of
the quality assurance process for draft accounts and underlying
workpapers. Establish clear timelines for the closedown process, ensuring
appropriate segregation of duties between those preparing and those
reviewing the draft accounts and workpapers. Monitor adherence to this
process and report performance to the Audit and Governance Committee.

3. Finance Team Capacity: Re-assess roles, responsibilities and resource
requirements for financial reporting across the Council, including an
assessment of the support required from

other functions within the organisation for the financial reporting function to
meet its objectives and to restore timely financial reporting in accordance
with the requirements of the Accounts and Audit (Amendment) Regulations
2024.

The Council will also need to ensure it can restructure the finance team
such that there is sufficient capacity to facilitate annual external audit
reviews and the building back of assurance over the disclaimed audit
years.

The 2021/22 and 2022/23 Statements of Accounts
were approved on 22 April 2025. The disclaimed
audit opinion was issued on 23 April 2025.

The 2023/24 accounts were completed and
published on the Council’s website on 30 April
2025.

The 2024/25 accounts were completed and
published on the website on 27 June 2025, in line
with the statutory deadline set out in the Accounts
and Audit Regulations.

The Chief Finance Officer, substantively appointed
on 1 April 2025, is considering additional controls
to ensure adequate time is given for reviews to be
undertaken prior to publication of future financial
statements.

A review of the Finance team will be undertaken
during 2025 to propose a new structure that will
address:

i. potential ‘single point of failure’;

ii. capability and capacity of the team to
ensure it is fit for purpose;

iii. consideration of whether individuals
have the necessary skills needed to
deliver in line with all deadlines;

iv.  tasks are clearly defined and delivered
on time.
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Other recommendations

These recommendations relate to less significant deficiencies or opportunities for improvement we have identified during the course of our work. Progressing the actions
management has identified to address the recommendations made will support the Council in realising the improvement opportunities identified from our work.

Financial
sustainability

There are financial risks
present which, if not managed
effectively over the short term,
could introduce significant
weakness in future years. The
scale of savings required to
continue to set a balanced
budget and maintain reserves
at an appropriate level does
however significantly increase
in future years. The Council is
cognisant of the fact it will
need to respond in full to the
recommendations set out in
the Finance Peer Review
from 2024, strengthen the
arrangements in place to
monitor, deliver and report on
savings requirements and
ensure the reserves strategy
is fully aligned with financial
risk. Work has already begun
in these areas.

Officers should consider the minimum level of
reserves and the current available levels of
reserves in the context of the financial risks
currently faced by the Council and the scale of the
savings requirements. The total combined level of
general and earmarked reserves available for
managing unexpected financial risk is relatively
low, particularly in the context of the financial risks
the Council faces. The Council may wish to
consider whether this level is sufficient in the
context of the current financial and macro-
economic risks.

Officers should ensure robust savings plans are
put in place and delivered to ensure spend is
contained within budget and planned savings are
delivered on a timely basis.

The Council should ensure that it mitigates the
further use of reserve balances to support the
revenue budget in the medium term, by taking
steps to ensure that both in-year overspends are
minimised and future savings gaps are identified
early with schemes put in place, without
compromising front line service delivery.

A new tracking spreadsheet has been created to ensure the details
behind the savings plans within the MTFP are monitored regularly

This now includes a phasing of when savings are likely to materialise —
which month they start to occur in and any that will not fully materialise
in the current financial year — but will continue to materialise in 26/27.

The CFO has reviewed all savings plans for 2025/26 and 2026/27 and
has an updated position. This is awaiting wider review by finance
colleagues and will then be reported to the next long term budget
meeting. Following this, there will be a need to review mitigations or
whether need to build into the next MTFP.

Additional savings and income are also being included — in separate
sections — so that the overall position is reviewed and monitored more
frequently (Monthly) by the leadership team. This gives a better visual
‘overview’ of what is materialising, where issues are arising and when
savings might not deliver. This in turn allows plans to be re-looked at
and mitigation steps to be started sooner rather than later. This will
then be shared with members so they have a clearer picture of which is
and should be achieved

Monthly reports to Leadership Team identifying (early) where
overspends are projected so that mitigation can be taken will be
implemented.

continued.....
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Other recommendations

cymmc

Financial
sustainability
continued

The Council should ensure it takes action
to address the findings and
recommendations from the Finance Peer
Challenge as a matter of urgency.

The Council should undertake a review of
its Minimum Revenue Provision (MRP)
policy and calculation to ensure it is fully
compliant with the statutory requirements
and guidance and that sufficient set
asides are being made. Management
should ensure the annual MRP
adjustment is adequate and prudent,
considering the Council’'s CFR and
borrowing levels, and ensure longer term
financial risks are contained.

The MRP policy for 2025/26 has been updated, liaising with our
External Advisors. This includes undertaking an exercise to look at
MRP calculations which has produced a new calculated MRP
charge for all recent years considering the negative CFR as the
starting position and only charging MRP from the year after
construction was completed. This new calculation shows that a
relatively small MRP charge of £42,519 would have been
chargeable in 2022/23 — as a lot of the schemes were still under
construction in 21/22 and 22/23.

MRP review was completed March 2025 and incorporated into the
outturn position for both 2023/24 and 2024/25. It will be fed into the
next iteration of the MTFP for September.

The new s151 Officer will consider and put in place actions to
address the findings of the Finance Peer Review.

The Council's Asset Management Group is reviewing all assets to
determine suitability for disposal, further investigation, or retention
based on criteria like use value and strategic fit. The disposal
program started in October 2024, with revenue benefits expected in
the 2025/26 budget, reducing the need for reserves and optimizing
asset value.
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Other recommendations

The following actions are in place:

Governance

Impggving
ecqiyomy,
effif{ency and
e iveness

©
BN
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The previous auditor raised a recommendation
for the Council to ensure actions are taken to
address weaknesses identified by Internal
Audit, as reported in the AGS, on a timely basis
in order for the Council to be assured regarding
the adequacy of its governance arrangements.
The income Chief Finance Officer has
implemented actions to address this
recommendation which, due to the short
passage of time, are currently in their infancy.
We have therefore rolled forward this
recommendation to 2024/25.

The Council is actively looking at asset
disposals to reduce borrowing and make MRP
savings. Whilst these actions, in isolation,
make sense, the Council will now also need to
be mindful of the Local Government
Reorganisation (LGR) proposals, and in
particular ensure significant asset disposals,
particularly land disposals, are in the best
interests of both the Council and any successor
unitary body.

The Council should ensure actions are
taken to address weaknesses identified
by Internal Audit, as reported in the AGS,
on a timely basis in order for the Council
to be assured regarding the adequacy of
its governance arrangements.

In making significant asset disposals or
entering into significant long term
contracts, the Council should ensure new
agreements will be in the best interests of
the new council(s) or the residents of the
area, and do not undermine or diminish
the benefits or savings anticipated as a
result of unitarisation, or which may have
an effect on the financial position of the
new council(s).

1.

The CFO to have regular meetings with the Chief Internal
Auditor to discuss audit findings where there are
weaknesses identified.

These will also be discussed with Leadership Team as part
of the Monthly meeting specifically set aside for Finance
matters.

These will be monitored by the Operation Council (consisting
of CEO, CFO and Monitoring Officer) to quickly identify any
weaknesses in its governance arrangements and take
necessary actions.

These will also be reported to Audit & Governance, where
members will have an opportunity to review

These are being reviewed by CFO and where necessary will be
discussed at the Operation Council Meetings (CEO, CFO and
Monitoring Officer meetings).
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Follow up of prior recommendations
Q

N Officers need to ensure robust savings plans
are put in place and delivered to ensure spend
is contained within budget and
planned savings are delivered on a timely
basis.

The Council should ensure that it mitigates the
further use of reserve balances to support the
revenue budget in the medium term, by taking
steps to ensure that both in-year overspends
are minimised and future savings gaps are
identified early with schemes put in place,
without compromising front line service
delivery.

Financial
sustainability

The Council should ensure it takes action to
address the findings and recommendations
from the Finance Peer Challenge

as a matter of urgency.

The Council should undertake a review of its
MRP policy and calculation to ensure it is fully
compliant with the statutory requirements and
guidance and that sufficient set asides are
being made.

Other

2022/23
(April 2025)

Insufficient time has
passed for this to have
been considered,
actioned and
implemented in full.

The following actions are in place, and progress is
underway. A clear understanding of the savings programme
for 2025/26 and 2026/27 has been established and will
inform discussions throughout July and August as part of
the next iteration of the Medium-Term Financial Plan
(MTFP). The 2025/26 savings will also be incorporated into
the Quarter 1 performance report. A draft has been
prepared and is currently under discussion with the
Leadership Team and the relevant Portfolio Holder. These
updates will be included in future quarterly and budget
reports to ensure ongoing visibility and oversight.

Rolled forward into
updated 2024/25
recommendation

The Minimum Revenue Provision (MRP) policy for 2025/26
has been updated in consultation with the Council’s external
advisors.

27



Follow up of prior recommendations

Governance

The Council should take immediate action to address the
following statutory recommendations:

Finance Function Workflow Review: Conduct a
comprehensive review of the finance function workflow to
identify bottlenecks in the flow of information and the
completion of key finance tasks. Use the findings to

redefine roles and responsibilities within the finance team,

ensuring an equitable distribution of workload and
preventing any single individual from being
overburdened.

Quality Assurance Function Review: Implement a
thorough review of the quality assurance process for draft
accounts and underlying workpapers. Establish clear
timelines for the closedown process, ensuring appropriate
segregation of duties between those preparing and those
reviewing the draft accounts and workpapers. Monitor
adherence to this process and report performance to the
Audit and Governance Committee.

Finance Team Capacity: Re-assess roles,
responsibilities and resource requirements for financial
reporting across the Council, including an assessment of
the support required from other functions within the
organisation for the financial reporting function to meet its
objectives and to restore timely financial reporting in
accordance with the requirements of the Accounts and
Audit (Amendment) Regulations 2024.

Statutory

2022/23
(April 2025)

A new Chief Finance Officer (section 151
officer) was appointed on 1 AprlI 2025.
Following the issuing of the disclaimed
opinions for 2021/22 and 2022/23 by the
predecessor auditor, the 2023/24 accounts
and annual governance statement were
prepared and made available for public
inspection by the Council on 30 April 2025.

Following the full Council meeting at which the
statutory recommendations were considered,
the 2024/25 accounts and annual governance
statement were prepared and made available
for public inspection on 27 June 2025. This
was in compliance with the Accounts and Audit
Regulations for the 2024/25 accounts.

In addition, the Chief Finance Officer has set
out a number of actions to address each of the
three statutory recommendations which will be
taken forward over the coming year.

As the recommendations were only raised
formally in April 2025 there is insufficient time
for any of the responses to have been
implemented at this date

Insufficient time has
passed for this to have
been considered,
actioned and
implemented in full.

Rolled forward into

updated 2024/25
recommendation
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Fgllow up of prior recommendations
m

The Council should ensure actions are taken to address Other 2022/23 The Chief Financial Officer (CFO) holds Insufficient time has
weaknesses identified by Internal Audit, as reported in the (April 2025) regular meetings with the Chief Internal Auditor passed for this to have
AGS, on a timely basis in order for the Council to be to review audit findings where weaknesses been considered,
assured regarding the adequacy of its governance have been identified. These issues are also actioned and
arrangements. discussed with the Leadership Team during a implemented in full.
monthly meeting dedicated to finance matters.
Additionally, the Operational Council— Rolled forward into
Governance comprising the Chief Executive Officer (CEO), updated 2024/25
CFO, and Monitoring Officer—monitors these recommendation

areas to promptly identify and address any
governance concerns. Finally, findings and
actions are reported to the Audit &
Governance Committee, giving members the
opportunity to review and scrutinise them.
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FINANCIAL PERFORMANCE IN 2023/24

The 2023/24 budget was set by Council in March 2023 as part of the budget report and Medium
Term Financial Plan for 2023/24 to 2027/28. There are five major ‘building blocks’ to the Council's
revenue budget. These are shown below:

Use of Reserves - Corporate Budgets -

Funding within the revenue budget from  Costs incurred and income
earmarked reserves. The impact of the  received that are not service

use of reserves is a reduction in the specific. For example
income demand on Council Tax payers, Pension Fund deficit
however this is a finite source of funding contributions, interest
and should represent value for money income and payments
Sources of Funding - Council Tax -
These are income budgets that are general and A local taxation on domestic properties which the
non-service specific income sources. These include Council collects for itself and on behalf of
the Revenue Support Grant, Non Domestic Rate Hertfordshire County Council, the Police & Crime
income, New Homes Bonus and other general Commissioner for Hertfordshire and Town & Parish
grants Councils to support the services provided

The table below details the Councils performance agaist the five major 'building blocks'. There
was a £223k underspend in 2023/24, this has been transferred to the General Reserve.

Original Budget

T 2023/24 Outturn Variance
£'000 £'000 £'000
Total Net Cost of Services 17,230 18,530 1,300
Corporate Budgets Total 1,023 (194) (1,217)
Net Use of Reserves (818) 2,224 3,042
Funding (5,322) (8,670) (3,348)
Council Tax 12,113 12,113 0
Overspend - 24,003 (223)

The Council's budget is monitored monthly by senior management and reported quarterly to the
Executive.
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2023/24 Income streams

The chart below shows the £79.7m of income that the Council received in 2023/24. The
largest source of income was Housing Benefits subsidy (from Central Government)
which is used to fund the payment of Housing Benefits to claimants.

T s
90%
30% -
= Cont from other Authorites
70% -
Rents
60% - m Other
® Appropriations from Reserves
50% - M Fees & Charges
m Council Tax (including Parishes)
40% B Non domestic Rates
M Interest
30% 1 = Government and Other Grants
M Housing Benefits Grants
20% A
10% -
0% -
1

Fees and charges are the second largest source of funding for the Council, highlighted
below are some of the largest income generating activities of the Council;

£4.1m income collected through the £1.9m income from planning
Council's 26 pay and display car parks applications

Fees and Charges
£17.9m

£4.1m income from waste and
recycling, from the sale of recyclable
materials and credits from the County
Council for waste diverted from landfill

£3.1m income generated from Hertford
Theatre, through ticket sales and the
cafe

Included in the £4.8m of government and other grants income are:

e £0.9m of New Homes Bonus, which is a Government scheme aimed at encouraging
local authorities to grant planning permission in return for additional revenue.

e £1.3m General government grants to fund service provision
e £0.8m grants received to support homelessness
e £0.5m grants received in relation to UK Shared Properity Fund
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East Herts Council is the billing authority for Non Domestic Rates (Business Rates)
collected from businesses across the district. This is then distributed to Central
Government, East Herts Council and Hertfordshire County Council. After distribution
the income attributable to East Herts including section 31 grant income totalled £4.8m
in 2023/24.

As the billing authority, East Herts Council collects Council Tax income from residents of
the district; this is then distributed between Hertfordshire County Council, East Herts
Council and the Police and Crime Commissioner. Of the income collected the Council's
share in 2023/24 was £17.7m; £5.4m of which was distributed to Town and Parish
Councils across the district. The remaining Council Tax income is used to fund services
in the year.

The Council earned Interest and Investment income of £1.7m in 2023/24 on its
portfolio of investments and holdings in property funds. This was £774k above budget,
this has been transferred to the Interest Equalisation reserve to mitigate future losses.
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2023/24 Expenditure
The chart below shows the £79.7m that the the Council spent in 2023/24. Housing
benefits make up the largest outgoing (£23m) of the Council.
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Included in the Council's running expenses figure of £18.7m is the following
expenditure:

e £4.1m of premises related costs, including ongoing maintenance of the Council’s
operational buildings, business rates, insurance and utilities costs for all the Council's
buildings, car parks, theatre and leisure facilities;

e f£14m direct costs of providing Council services throughout the year including,
public and environmental health, planning, sports, leisure and parks;

The cost of the Council's main contracts are included in the contracted services figure
(£10m) are as follows:

e £5.7m Refuse & Recycling

e £1.3m Grounds maintenance

e £0.8m Parking enforcement
e £0.8m Cleansing
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FINANCIAL MANAGEMENT
Capital

Capital expenditure relates to the acquisition or enhancement of assets which
generates a benefit for a period greater than one year. This differs to the Revenue
expenditure, discussed over the previous pages, which is defined as money that the
authority spends or receives in the same year that the services are delivered.

The Council has embarked on an ambitious Capital Programme over the life of the
Medium Term Financial Plan, during 2023/24 the Council incurred expenditure of
£25.5m on capital projects, compared with a capital programme budget of £36.5m. A
total budget of £11m has been carried forward to 2024/25 to match ongoing schemes
which didn't commence in 2023/24 or where wroks are ongoing. A selection of the
capital schemes undertaken this year are shown below:

£0.2m - improvements to
£3.6m - improvements to Information,
our Leisure facilities Communication and
Technology infrastructure

£1.9m distibution of Local
Authority Housing Fund
grant

£0.3m - redevelopment of
Nothgate end car park in
Bishops Storford

£16.7m - ongoing build £1.5m investment in parks
costs for Hertford Theatre and open spaces

A combination of capital grant income, receipts from disposal of assets, third party
contributions and revenue contributions were used to fund the 2023/24 capital
programme. The split is shown in the following pie chart:

M Capital Receipts
B Government Grants
® Third Party Contributions

M Borrowing

Page 8 of 91

Page 103



MEDIUM TERM FINANCIAL PLAN

East Herts' approach to setting the revenue and capital budget for the four years
commencing 2023/24 was to improve the organisational financial sustainability and
resilience in the forthcoming years.

The budget report sets out the proposals and outcomes that Officers and Members
had arrived at to ensure that the Council maintains a sustainable budget position for
the future.

The MTFP provides the framework for the development of annual budgets in line with
the aims of the Council's Corporate Strategy.

Reserves are an essential part of good financial management. They help councils cope
with unpredictable financial pressures, help them smooth the impact of known
spending requirements over time, and help to fund any in-year overspending. In
2023/24 the Council contributed a net £2.5m to general and earmarked reserves; the
balance held in the general and earmarked at the end of the year is £22m.

Details of the Council's earmarked reserves (set aside for a defined purpose to meet
known or predicted future liabilities) and General Reserve (to manage cash flows and
limit the need for temporary borrowing and to provide a contingency for unforeseeable
events and emergency spending) can be found within the Statement of Accounts.
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PENSION FUND

The Council participates in the Local Government Pension Scheme which is
administered by Hertfordshire County Council. Under current accounting standards the
impact of any pension liability must be shown in the balance sheet.

Further information is given in note 33, on page 66.
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EXPLANATION OF ACCOUNTING STATEMENTS

Statement Explanation

Movement in Reserves Shows the movement in the year on the different reserves held by

Statement the Council, analysed into ‘usable reserves’ (i.e. those that can be
applied to fund expenditure or reduce local taxation) and other
reserves

Comprehensive Income & A summary of the resources generated and consumed by the

Expenditure Statement Council in the year

Balance Sheet Sets out the financial position of the Council on 31 March 2024

Cash Flow Statement Summarises the Council’s inflows and outflows of cash for the year
2023/24

Notes to the Accounts Provides support to the core financial statements, which informs

and gives sufficient information to present a good understanding of
the Council’s activities. The notes include a Statement of Accounting
Policies which details the legislation and principles on which the
Statement of Accounts have been prepared. The purpose is to
explain the basis for recognition, measurement and disclosure of
transactions and other events in the Statement of Accounts

Supplementary Financial Shows the level of Non Domestic Rates and Council Tax that has
Statements - The Collection been received by the Council, as billing authority, during the period
Fund

Glossary of Financial Terms  Explains some of the key terms used in the Statement of Accounts

Statement of Responsibilities Identifies the officer who is responsible for the proper

for the Statement of administration of the Council’s financial affairs. The purpose is for

Accounts the Chief Finance Officer to sign under a statement that the
Statement of Accounts present a true and fair view of the financial
position of the Council at the accounting date and its income and
expenditure for the year ended 31 March 2024
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The Core Accounting Statements

MOVEMENT IN RESERVES STATEMENT

This statement shows the movement in the year on the different reserves held by the Council, analysed into
usable reserves (i.e. those that can be applied to fund expenditure or reduce taxation) and other reserves. The
Surplus or (Deficit) on the Provision of Services line shows the economic cost of providing the Council's services
with more details shown in the Comprehensive Income and Expenditure Statement. These are different from the
statutory amounts required to be charged to the General Fund Balance for council tax setting purposes. The Net
Increase/Decrease before transfers to Earmarked Reserves line shows the statutory General Fund Balance before
any discretionary transfers to or from earmarked reserves undertaken by the Council.

Earmarked . .
General Capital Capital Total Total
General . Total
Fund Receipts  Grants Usable  Unusable
Fund _ Reserves
Balance Reserve Unapplied Reserves Reserves
Reserves
£000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2023 3,854 18,689 0 224 878 23,645 94,935 118,580
Movement in reserves during 2023/24 (15,000) 0 0 0 0 (15,000) - (15,000)
Other Comprehensive Income & Expenditure 0 0 0 0 0 0 17,603 17,603

Total Comprehensive Income and

. (15,000) (15,000) 17,603 2,603
Expenditure

Adjustments between accounting basis
and funding basis under regulations

Net Increase/Decrease before Transfers
to Earmarked Reserves

Note 5 17,448 - 0 (35) - 17,413 (16,440) 973

1,163 3,576

Transfers to/(from) Earmarked Reserves Note 6 (2,448) 2,224 - - 225 - - -
Increase/Decrease in Year 2,224 1,163 3,576

Balance as at 31 March 2024 carried

3,854 20,913 96,098 122,156
forward

Earmarked

General Capital Capital Total Total
General . General Total
Fund Receipts  Grants Usable  Unusable
Fund : Reserve Reserves
Balance Reserve Unapplied Reserves Reserves
Reserves
£000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2022 3,854 21,307 0 224 1,065 26,450 61,335 87,785
Movement in reserves during 2022/23 (204) 0 0 0 0 (204) 30,999 30,795

Total Comprehensive Income and
Expenditure

(204) = - - - (204) 30,999 30,795

Adjustments between accounting basis
and funding basis under regulations

Net Increase/Decrease before Transfers
to Earmarked Reserves

Note 5 (2,601) - 0 0 - (2,601) 2,601 0

33,600 30,795

Transfers to/(from) Earmarked Reserves Note 6 2,805 (2,618) - - (187) - - -
Increase/Decrease in Year (2,618) (187) (2,805) 33,600 30,795

Balance as at 31 March 2023 carried
forward

3,854 18,689 878 23,645 94,935 118,580
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

This statement shows the accounting cost in the year of providing services in accordance with generally accepted
accounting practices (GAAP), rather than the amount to be funded from taxation. Authorities raise taxation to cover
expenditure in accordance with regulations, generally this will be different from the accounting cost. The taxation
position is shown in the Movement in Reserves Statement.

2023/24 2022/23
Gross Gross Net Net
Expenditure Income Expenditure Expenditure
£000 £000 £000
Chief Executive, PA's & Directors 563 0 563 643
Communications, Strategy & Policy 2,635 (1,123) 1,512 1,526
Human Resources & Organisation Development 622 (11) 611 656
Strategic Finance & Property 10,052 (5,024) 5,028 5,015
Democratic & Legal Services 2,162 (470) 1,692 1,717
Housing & Health 6,231 (2,925) 3,306 3,583
Planning & Building Control 4,453 1,777) 2,676 2,482
Operations 31,629 (11,574) 20,055 4,612
Shared Revenues & Benefits Service 27,032 (26,059) 973 1,424
Shared Business & Technology Services 2,258 (19) 2,239 2,277
NET COST OF SERVICES 38,655 23,935
Payments of precepts to parishes 5,351 5,060
Gain on disposal of non current (fixed) assets (974) (1,427)
Minimum Revenue provision 600 0
OTHER OPERATING EXPENDITURE 4,977 3,633
Interest payable and similar charges 541 596
Net Interest on the net defined benefit liability & remeasurements 189 1024
of the defined benefit liability for long term employee benefits '
Interest receivable and similar income (1,774) (1,463)
Income from investment properties ( Note 10) (501) (822)
Direct expenditure incurred on investment properties ( Note 10) 364 200
Changes in Fair Value of Investment Properties 740 (795)
FINANCING AND INVESTMENT EXPENDITURE (441) (1,260)
Recognised capital grants and contributions (3,423) (2,207)
Council tax income (17,722) (16,768)
Non domestic rates 322 (188)
Non service related government grants (7,298) (6,624)
Renewable energy (70) (318)

TAXATION AND NON-SPECIFIC GRANT INCOME (Note 29) (28,191) (26,105)

(SURPLUS) / DEFICIT ON PROVISION OF SERVICES 15,000 203

(Surplus) or Deficit on revaluation of Fixed assets (12,637) 1,566

Remeasurements of the net defined benefit liability (Note 33) (7,656) (37,236)
ITEMS THAT WILL NOT BE RECLASSIFIED TO THE (SURPLUS) OR DEFICIT ON PROVISION OF
(20,293) (35,670)

SERVICES
(Surplus) / Deficit on revaluation of financial instruments (Note 12) 1,717 4,667

ITEMS THAT MAY BE RECLASSIFIED TO THE (SURPLUS) OR DEFICIT ON PROVISION OF SERVICES 1,717 4,667

OTHER COMPREHENSIVE INCOME AND EXPENDITURE (18,576) (31,003)

TOTAL COMPREHENSIVE INCOME AND EXPENDITURE (3,576) (30,800)
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These financial statements are authorised by Brian Moldon - Head of

BALANCE SHEET Finance & S151 officer 29/04/2025
e o
B

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the Council.

31 March '24 31 March '23
£000 £000 £000
Property, Plant & Equipment Note 7
- Other land and buildings 89,854 88,533
- Vehicles, plant, furniture and equipment 1,884 2,280
- Infrastructure assets 1,140 1,285
- Community assets 6,625 4,900
- Surplus assets 4,886 6,093
- Assets under Construction 31,328 18,711
135,717
Investment Properties Note 10 7,853 8,594
Intangible Assets Note 11 199 8,052 292
Long Term Investments Note 12 17,838 19,555
Long Term Debtors Note 15 5,188 23,026 5,190
TOTAL LONG TERM ASSETS 166,795 155,433
Assets Held For Sale Note 17 4,441 409
Short Term Investments Note 12 6,500 6,500
Short Term Debtors Note 15 12,433 12,754
Cash and Cash Equivalents Note 16 4,156 8,944
CURRENT ASSETS 27,530 28,607
Provisions Note 19 (249) (300)
Short Term Creditors Note 18 (18,200) (21,894)
Short Term Borrowing Note 12 (48,500) (30,000)
CURRENT LIABILITIES (66,949) (52,194)
Provisions Note 19 (997) (1,233)
Long Term Borrowing Note 12 (1,500) (1,522)
Net Pension Liability Note 33 5,266 (2,862)
Grant Receipts in Advance - Capital Note 29 (2,066) (2,476)
- Revenue (5,923) (5,173)
LONG TERM LIABILITIES (5,220) (13,266)
NET ASSETS 122,156 118,580
USABLE RESERVES
- General Fund Note 20 3,854 3,854
- General Reserve Note 20 1,103 878
- Earmarked Reserves Note 6 20,912 18,688
- Capital Receipts Reserve Note 20 0 0
- Capital grants Unapplied Note 20 189 224
UNUSABLE RESERVES
- Revaluation Reserve Note 21 31,032 20,815
- Financial Instrument Revaluation Reserve Note 21 (2,160) (443)
- Pensions Reserve Note 21 5,250 (2,862)
- Capital Adjustment Account Note 21 61,619 75,629
- Deferred Capital Receipts Note 21 142 144
- Collection Fund Adjustment Account Note 21 491 1,858
- Short-term Accumulating Compensated Absences Account Note 21 (276) (205)
TOTAL RESERVES 122,156 118,580
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THE CASH FLOW STATEMENT

The Cash Flow Statement shows the changes in cash and cash equivalents of the authority during the reporting period.

2023/24 2022/23

£000 £000 £000
OPERATING ACTIVITIES
Cash Inflows
Council Tax receipts (12,985) (12,131)
NNDR Receipts (16,025) (15,704)
DWP grants for benefits (24,370) (22,375)
Other Government grants (9,330) (10,062)
Cash received for goods and services (18,365) (21,508)
Interest received (1,774) (1,463)
Cash inflows generated from operating activities (82,849)
Cash Out Flows
Cash paid to and on behalf of employees 15,754 14,895
Housing Benefit paid out 22,705 22,409
Other operating cash payments 40,117 37,884
Precepts paid to other authorities 5,351 5,060
Interest paid 1,306 320

Cash outflows generated from operating activities

Net Cash Inflow from operating activities

INVESTING ACTIVITIES
- Purchase of property plant and equipment, investment property and

intangible assets 24,149 16,620
- Proceeds from the sale of property, plant and equipment, investment

property and intangible assets (1,722) (1,427)
- Capital grants (3,917) (2,717)
- Proceeds from short-term and long-term investments (4,000) (4,000)

Net cash outflow from investing activities 14,510

FINANCING ACTIVITIES

- Cash receipts of short and long-term borrowing (18,500) (10,000)
- Cash Payments for the reduction of the outstanding liabilities relating to
finance leases (Principal)

- Other payments for financing activities 6,405 4,161
Net cash outflow from financing activities (12,095)

Net increase in cash and cash equivalents 4,799 (38)
Cash and cash equivalents at the beginning of the reporting period (8,944) (8,906)

Cash and cash equivalents at the end of the reporting period
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NOTES TO THE FINANCIAL STATEMENTS

1.
i.

iv.

Accounting Policies

The Statement of Accounts summarises the Council's transactions for the 2023/24 financial year
and its position at the year-end of 31 March 2024. The Accounts and Audit Regulations 2015
require the Council to prepare the Statement of Accounts in accordance with proper accounting
practices. These practices primarily comprise the Code of Practice on Local Council Accounting
in the United Kingdom 2023/24 and the Service Reporting Code of Practice (SeRCOP) 2023/24,
supported by International Financial Reporting Standards (IFRS) and statutory guidance issued
under section 12 of the 2003 Act. 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 accounts are prepared on a going concern basis; that is, on the assumption that the
functions of the Council will continue in operational existence for the foreseeable future from
the date that the accounts are authorised for issue.

Accruals of Income & Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are
made or received. In particular:

e Income from the provision of services in the form of sales, fees, charges and rents is
recognised and accounted for in the period to which they relate.

e Expenses in relation to services received (including services provided by employees,
transport related, premises related and supplies and services related expenditure) are recorded
as expenditure when the services are received rather than when payments are made, with the
exception of quarterly utility payments where no actual apportionment is made for bills
spanning two financial years.

e 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.

e Where income 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. Provision is
made for doubtful debts and known uncollectable debts are written off in accordance with the
Council's agreed policy.

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
no more than three weeks or less that are readily convertible to known amounts of cash with
insignificant risk of change in value, and are used to meet short term liquidity requirements.

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.
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Vii.

Prior Period Adjustments, Changes in Accounting Policies and Estimates and

Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a
material error. 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.

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,
other events and conditions on the Council’s financial position or financial performance. Where
a change is made, it is applied retrospectively (unless stated otherwise) by adjusting opening
balances and comparative amounts for the prior period as if the new policy had always been
applied.

Charges to Revenue for Non - Current Assets

(Property, Plant and Equipment and Intangible Assets)

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

Depreciation attributable to the assets used by the relevant service 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 amortisation of intangible fixed assets
attributable to the service.

The Council is not required to raise council tax to fund depreciation, revaluation and
impairment losses or amortisations. Depreciation, revaluation, impairment losses and
amortisations are therefore transferred to the Capital Adjustment Account in the Movement in
Reserves Statement.

Employee Benefits

Benefits Payable during Employment

Short-term employee benefits are those due to be settled within 12 months of the year- end.
They include such benefits as salaries, paid annual leave and paid sick leave, and non-
monetary benefits (e.g. cars) for current employees and are recognised as an expense for
services in the year in which employees render service to the Council. An accrual is made for
the cost of holiday entitlements and flexi time earned by employees but not taken before the
year-end which employees can carry forward into the next financial year. The accrual is made at
the salary rates applicable in the following accounting year, being the period in which the
employee takes the benefit. The accrual is charged to the Surplus or Deficit on the Provision of
Services, but then reversed out through the Movement in Reserves Statement so that holiday
benefits are charged to revenue in the financial year in which the holiday absence occurs.
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Post Employment Benefits (Pensions)
The Council participates in one scheme, the Local Government Pension Scheme, which is a
defined benefit final salary scheme administered by Hertfordshire County Council.

The liabilities of the Hertfordshire County Council pension fund attributable to the Council are
included in the Balance Sheet on an actuarial basis using the projected unit credit 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 future earnings for current employees.

Liabilities are discounted to their value at current prices, using a discount rate of 2.5%. The
discount rate has been determined as the long term government bond yield plus an allowance
for the average difference between the yield on corporate bonds and government bonds. This
difference in yields is a result of the difference in the risk of default. This approach has been
adopted as government bonds have a long enough term to match the term of the liabilities
whereas corporate bonds have shorter terms.

The assets of Hertfordshire 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;
—unit trust and managed fund investments (including property) - current bid price and
disclosed in line with the requirements of IAS19.

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

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

— interest cost - the expected increase in the present value of liabilities during the year as they
move one year closer to being paid - debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement;

— expected return on assets - the annual investment return on the pension fund assets
attributable to the Council, based on an average of the expected long-term return, credited to
the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement;
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— gains or losses on settlements and curtailments - the result of actions to relieve the Council of
liabilities or events that reduce the expected future service or accrual of benefits of employees

- debited or credited to the Surplus or Deficit on the Provision of Services in the Comprehensive
Income and Expenditure Statement as part of Non Distributed Costs;

— 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;

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

In relation to retirement benefits, 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, not 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 debits and credits for retirement 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. The negative balance that arises on the Pensions Reserve
thereby measures the beneficial impact to the General Fund of being required to account for
retirement benefits on the basis of cash flows rather than as benefits are earned by employees.

In line with the requirements of the Code the past service contribution is no longer a current
revenue item but is included as part of the payments to the pension fund (in accordance with
pension scheme regulations) and is treated as a cash flow item which reduces the pensions
liability. This is also in line with the requirements of the Code.

Further information can be found in Hertfordshire County Council's Pension Fund’'s Annual
Report which is available upon request from LPP, Hertfordshire County Council, Post point CHO
033, County Hall, Pegs Lane, Hertford, SG13 8DQ.
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viii. 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:

® those that provide evidence of conditions that existed at the end of the reporting period -
the Statement of Accounts is adjusted where material to reflect such events

® 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.

iX. Government grants and contributions - revenue and capital
Grants and contributions relating to capital and revenue expenditure are accounted for on an
accruals basis and recognised in the accounts when there is reasonable assurance that the
Council will comply with any conditions attached to the payments, and the grants or
contributions will be received.

The grant or contribution is recognised immediately within the Comprehensive Income and
Expenditure Statement as income, except to the extent that the grant or contribution has a
condition relating to the initial recognition that the Council has not satisfied.

Monies received as grants and contributions for which conditions have not been satisfied are
carried in the Balance Sheet as a liability within the Grants Receipts in Advance Account. When
conditions are satisfied, the grant or contribution is credited to the relevant service line
(attributable revenue grants and contributions) or Taxation and Non-Specific Grant Income
(non-ring fenced 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 Reserve. Where it has been applied, it is posted to the Capital Adjustment
Account. Amounts in the Capital Grants Unapplied Reserve are transferred to the Capital
Adjustment Account once they have been applied to fund expenditure.

Revenue grants specific to service provision are shown against the relevant service in the
Comprehensive Income and Expenditure Statement. General grants allocated by central
government directly to local authorities as additional revenue funding which are non- ring
fenced are credited to Taxation and Non-Specific Grant Income in the Comprehensive Income
and Expenditure Statement.
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X. Minimum revenue provision

In accordance with current legislation the minimum revenue provision (MRP) for the
redemption of debt is required to be calculated on a prudent basis having regard to guidelines
set out for application of the prudential code.

xi. Overheads and support services

As the Council does not include the recharge of overheads and support services in how they
monitor and manage financial performance they are no longer included in the year end
accounts.

xii. Provision for bad debt
The value of receivables (debtors) shown on the Balance Sheet is adjusted for doubtful debts.
The level of bad debt provision is reviewed annually. Uncollectable debts are written off against
the provision. The following methods are used:

Trade Accounts Receivable - Age and Collectability
Housing Benefits Overpayments - Age and Collectability
National Non Domestic Rates - Currently 100% of outstanding arrears
Council Tax - 0.46% against the net debit due reviewed
against sums written off and opening yearly
balances
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xiii. Revenue expenditure funded from Capital under Statute (REFCUS)
Expenditure incurred during the year that may be capitalised under statutory provisions but
that does not result in the creation of a non-current asset has been charged as expenditure to
the relevant service in the Comprehensive Income and Expenditure Statement in the year.
Where the Council has determined to meet the cost of this expenditure from existing capital
resources or by borrowing, a transfer in the Movement in Reserves Statement from the General
Fund Balance to the Capital Adjustment Account is made which reverses out the amounts
charged so that there is no impact on the level of council tax.

xiv. Capital receipts
Capital Receipts arise from the sale of non-current assets (Property, Plant and Equipment and
Investment Properties). Further to the introduction of the Prudential Capital Finance System on
1 April 2004, capital receipts are all deemed to be “usable” and are held within the Capital
Receipts Reserve.

Prior to this date, in accordance with Government legislation, a proportion of certain receipts
had to be “set aside” and are retained within the Capital Adjustment Account as provision for
the repayment of debt.

xv. VAT
Income and expenditure excludes any amounts related to VAT, as all VAT collected is payable to
HM Revenues & Customs and in most circumstances all VAT paid is recoverable from them. VAT
has been included in the income and expenditure accounts only to the extent that it is
irrecoverable.

xvi. Tax Income (Council Tax, Non-Domestic Rates (NDR)
Non Domestic Rates (NDR)
The Council collects, administers and distributes Non Domestic Rates (NDR) for its area based
on local rateable values determined by the Valuation Office Agency (VOA). The tax liability is
then calculated applying a business rate which is set and uniformally applied on a national
basis. In 2013/14, the administration of NDR changed following the introduction of a Business
Rates Retention Scheme which aims to give Councils greater incentive to grow businesses in
their locality. This regime also increased the financial risk and opportunities for local
authorities, with income becoming more volatile and difficult to predict.

The regime provides for local authorities to retain a proportion of the total collectable rates due
in proportion of their relevant statutory share. The proportion for East Hert is 40%, the
remainder being distributed to Hertfordshire County Council (10%) and Central Government
(50%).
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As part of the regime the Government set up a system of ‘Top ups’, Tariffs’ and ‘Safety Nets’ that
were introduced to ensure that Councils were guaranteed a minimum level of retained NDR
income, thus providing some financial certainty under the new scheme. In addition to the local
management of business rates, authorities are expected to finance appeals made in respect of
rateable values as defined by VOA and the financial impact of uncollected business rate income
as at 31 March 2021 Authorities are required to make a provision for these assets and liabilities
in their accounts.

The accounting arrangements for the Non Domestic Rates are summarised as follows:

- the Council's element of Retained Business Rate income, Tariffs, Top Up and Safety net is
included in the CI&E Statement based on the relevant regulations.

- the NDR Collection Fund is prepared on an agency arrangement basis. Relevant proportions
of the accounts Surplus/Deficit/taxpayer’s Arrears and Provisions are allocated to the relevant
Preceptors and Government and accounted for as Debtors/ Creditors in the Billing Authority’s
Accounts

- the council’s cashflow statement only includes the council’s share of council tax, net cash
collected and precepts paid.

Council Tax

The Council as billing authority acts as agent with regards to the collection and distribution of
Council Tax on behalf of itself, Hertfordshire County Council, Hertfordshire Police and Town and
Parish Councils. In line with these agency arrangements, and in order to reflect the risks and
rewards within the Council, the following transactions are included:

- the Council's Comprehensive Income & Expenditure Statement includes only the statutory
precept under regulation.

- a debtor/creditor to reflect the difference between the various preceptors share of cash
collected in the year and cash paid to the preceptors on account in line with the appropriate
regulations will be included in the Council’s balance sheet.

- the council's cashflow statement only includes the council’s share of council tax, net cash
collected and precepts paid

xvii. Interests in Other Entities
The Council has set up a wholly owned subsidiary called Millstream Property Investments Ltd,
which has the principal activity of acquiring, developing and refurbishing properties. The
Company’s accounts are consolidated into the Council’'s accounts and the consolidated
accounts are included in the Council’s Statement of Accounts.

Additionaly, the Council also has an interest in Hertfordshire Building Control Limited, a
company which is equally owned by seven Hertfordshire authorities.

xviii. Capitalisation of Interest
The Council capitalises borrowing costs incurred whilst qualifying assets are under
construction. Qualifying assets are where there is a ‘substantial period of time’ from the first
Pag&ta]_&_@enditure financed from borrowing until the asset is ready to be brought into use. A

substantial period of time is considered to mean in excess of two years.
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2.

Expenditure and Funding Analysis

The object ot the Expenditure and Funding Analysis is to demonstrate to Council Taxpayers how the funding available
to the authority (ie government grants, rents, council tax and business rates) for the year has been used in providing
services in comparison with those resources consumed or earned by authorities in accordance with general accepted
accounting practices. The Expenditure and Funding Analysis also shows how this expenditure is allocated for decision
making purposes between the Council's services. Income and expenditure accounted for under generally accepted
accounting practices is presented more fully in the Comprehensive Income and Expenditure Statement.

Net Expenditure

chargeable to the Adjustments
2023/24 General Fund between Funding & Net Expenditure in
balance Accounting basis CIES
£000 £000 £000
Chief Executive, PA's & Directors 402 161 563
Communications, Strategy & Policy 1.435 75 1,510
Human Resources & Organisation Development 595 16 611
Strategic Finance & Property 4,083 613 4,696
Legal & Democratic Services 1.627 64 1,691
Housing & Health 3.877 1,524 5,401
Planning & Building Control 2.590 85 2,675
Operations 2.568 17.486 20,054
Shared revenues & Benefits Service 823 150 973
Shared Business & Technology Services 2.235 4 2,239
Net cost of services 20.235 20.178 40,413
Other income and Expenditure (24,311) (1,102) (25,413)
(Surplus) or Deficit on Provision of Services
Operating General Fund balance at 1 April 2023 23,644
2,414

Transfers to/(from) Earmarked Reserves

Closing General Fund Balance at 31 March 2024 26,058

Net Expenditure

chargeable to the Adjustments
2022/23 General Fund between Funding & Net Expenditure in
balance Accounting basis CIES
£000 £000 £000
Chief Executive, PA's & Directors 413 230 643
Communications, Strategy & Policy 1,222 303 1,525
Human Resources & Organisation Development 558 98 656
Strategic Finance & Property 3,072 1,943 5,015
Legal & Democratic Services 1,453 264 1,717
Housing & Health 2,640 943 3,583
Planning & Building Control 2,100 382 2,482
Operations 2,478 2,134 4,612
Shared revenues & Benefits Service 649 776 1,425
Shared Business & Technology Services 2,273 4 2,277
Net cost of services 16,858 7,077 23,935
Other income and Expenditure (13,705) (10,028) (23,733)
(Surplus) or Deficit on Provision of Services
Operating General Fund balance at 1 April 2022 26,449
(2,805)

Transfers to/(from) Earmarked Reserves

Closing General Fund Balance at 31 March 2023 23,644 Page 119
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Note to the Expenditure and Funding Analysis - Adjustments between

Funding and Accounting Basis
2023/24

Net change
Adjustments from General Fund to arrive at the for the
Comprehensive Income and Expenditure Adjustments for Pensions Other
Statement amounts Capital Purposes Adjustments Differences Total
(Note 1) (Note2) (Note 3) Adjustments
£000 £000 £000 £000

Chief Executive, PA's & Directors 147 10 4 161
Communications, Strategy & Policy 33 38 6 77
Human Resources & Organisation Development 4 11 1 16
Strategic Finance & Property 562 40 11 613
Legal & Democratic Services 30 30 5 65
Housing & Health 1,436 72 13 1,521
Planning & Building Control 18 59 8 85
Operations 17,448 31 7 17,486
Shared Revenues & Benefits Service 36 97 17 150
Shared Business & Technology Services 4 0 0 4
Net cost of services 20,178
Other income and expenditure from the Funding

, (2,040) (428) 1,366 (1,102)
Analysis

Difference between General Fund (surplus) or
deficit and Comprehensive Income &
Expenditure Statement (surplus) or deficit

2022/23
Net change

Adjustments from General Fund to arrive at the for the
Comprehensive Income and Expenditure Adjustments for Pensions Other
Statement amounts Capital Purposes Adjustments Differences Total

(Note 1) (Note2) (Note 3) Adjustments

£000 £000 £000 £000

Chief Executive, PA's & Directors 145 87 (1 231
Communications, Strategy & Policy 37 268 (1) 304
Human Resources & Organisation Development 10 88 - 98
Strategic Finance & Property 1,609 338 (4) 1,943
Legal & Democratic Services 31 234 (2) 263
Housing & Health 386 562 (4) 944
Planning & Building Control 21 363 (2) 382
Operations 1,887 248 (2) 2,133
Shared Revenues & Benefits Service 44 738 (7) 775
Shared Business & Technology Services 4 0 - 4

Net cost of services

Other income and expenditure from the Funding
Analysis
Difference between General Fund (surplus) or

deficit and Comprehensive Income &
Expenditure Statement (surplus) or deficit
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Note 1 - Adjustments for Capital Purposes

Adjustments for capital purposes for this column add in depreciation and impairment and
revaluation gains and losses in the services line and for:

- Other operating expenditure - adjusts for capital disposals with a transfer of income on
disposal of assets and the amounts written off for those asset;

- Financing and investment income and expenditure - the statutory charges for capital
financing and other revenue contributions are deducted from other income and expenditure
as these are not chargeable under generally accepted accounting practices;

- Taxation and non-specific grant income and expenditure - Capital grants are adjusted for
income not chargeable under generally accepted accounting practices. Revenue grants are
adjusted from those received in the year to those receivable without conditions or for which
conditions or for which conditions were satisfied throughout the year. The Taxation and Non
Specific Grant Income and Expenditure line is credited with capital grants receivable in the
year without conditions were satisfied in the year.

Note 2 - Net change for the pensions’ adjustments

Net change for the removal of pension contributions and the addition of IAS19 Employee
Benefits pension related expenditure and income:

- For Services - this represents the removal of the employer pension contributions made by
the authority as allowed by statute and the replacement with current service costs and past
services costs;

- For Financing and investment income and expenditure - the net interest on the defined
benefit liability is charged to the CIES.

Note 3 - Other Differences

Other differences between amounts debited/credited to the Comprehensive Income and
Expenditure Statement and amounts payable/receivable to be recognised under statute:

- The charge under Taxation and non-specific grant income and expenditure represents the
difference between what is chargeable under statutory regulations for Council Tax and NDR
that was projected to be received at the start of the year and the income recognised under
generally accepted accounting practices in the Code. This is a timing difference as any
difference will be brought forward in future surpluses or deficits on the Collection Fund.
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3.

Accounting Standards Issued not yet adopted

The Code of Practice on Local Authority Accounting in the United Kingdom (the Code) requires the
Council to disclose information relating to accounting standards that have been issued but have
not yet been adopted that could have a material impact on the accounts.

For this disclosure the standards introduced by the 2023/24 Code are:

* Definition of Accounting Estimates (Amendments to IAS 8) issued in February 2021.

* Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) issued in
February 2021.

* Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to
IAS 12) issued in May 2021.

* Updating a Reference to the Conceptual Framework (Amendments to IFRS 3) issued in May
2020.

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 that are otherwise uncertain. Estimates are made taking into
account professional advice (e.g. actuarial advice), historical experience, current trends and other
relevant information. Items included within the Council’'s Balance Sheet at 31 March 2024 for
which there is a risk of material adjustment in the forthcoming year are as follows:

Pension Liability
The value of the pension liability as at 31st March 2024 is £2.9m. This liability depends on a
number of factors, including discount rates, changes in retirement age, mortality rates and
expected return on pension’s assets. These are determined on an actuarial basis by Hymans
Robertson, the actuaries for the Hertfordshire pension fund.
% increase to
Defined

Benefit
Obligation

Approximate
monetary
amount (Em)

Change in assumptions at 31 March 2024

0.1% decrease in Real Discount Rate
0.1% increase in the Salary Increase Rate

0.1% increase in the Pension Increase Rate
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The figures in the table on the previous page give an indication of the potential impact that a change in
assumptions could represent to the value of the pension liability. The figures represent key factors taken in
isolation and are only indicative of the estimated impact as the assumptions interact in complex ways. The
approach taken is consistent with that adopted to derive the IAS19 figures as per note 33.

Property, Plant and Equipment

The Councils assets are shown in the accounts at either Fair Value, Fair Value (Existing Use) or Market Value
(dependent on the class of asset. Further information can be found in Note 7). The valuations are carried
out by our internal asset management team in accordance with the Royal Institution of Chartered
Surveyors (RICS) Valuation professional standards and International Financial Reporting Standards (IFRS).
These valuations are arrived at using recent comparable transactions and for specialised properties using
depreciated replacement cost methodology.

The tables below show the 31 March 2024 value of the assets in the Statement of Accounts, the impact a
5% increase or decrease in asset value would have on the Balance Sheet and the depreciation charged to
the Comprehensive Income and Expenditure statement.

31/03/2024 -5% 5%
Value Movement Value Movement
£000 £000 £000 £000 £000
Other Land & Buildings 126,674 120,340 (6,334) 133,008 6,334
Vehicles, Plant, Furniture & Equip. 22,076 20,972 (1,104) 23,180 1,104
Infrastructure 8,633 8,201 (432) 9,065 432
Community Assets 6,716 6,380 (336) 7,052 336
Surplus Assets 4,886 4,642 (244) 5,130 244
168,985 160,536 (8,449) 177,434 8,449

Depreciation

31/03/2024 -5% 5%
Value Movement Value Movement
£000 £000 £000 £000
Other Land & Buildings 36,821 34,980 (1,841) 38662 1,841
Vehicles, Plant, Furniture & Equip. 20,191 19,181 (1,010) 21201 1,010
Infrastructure 7,493 7,118 (375) 7868 375
64,505 61,280 (3,225) 67,730 3,225

Investment Properties

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.The Council's
investment property has been valued as at 31 December 2023 (with a statement of professional opinion
given that there has been no material change up to 31 March 2024) by the Council's Estates and Asset
Manager, Anna Osborne (MRICS) and Principal Assets and Estates Surveyor Lucy Smith (MRICS) in
accordance with the methodologies and bases for estimation set out in the professional standards of the
Royal Institution of Chartered Surveyors.
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Non Domestic Rates - Provision for outstanding appeals
Since the Retained Business Rate scheme was introduced on 1st April 2013 Local Authorities have assumed
the liability for refunding business rate payers who successfully appeal against the rateable value of their

property.

Appeals against the rateable value of a property are lodged by the rate payer with the Valuation Office
Agency, who provides information of all the appeals that have been lodged to the Council.

An estimate of the potential impact of successful appeals has been calculated using analysis provided from
Inform (a member of the Institute of Rating, Revenues and Valuation) and local knowledge.

The carrying amount of the provision at 31 March 2024 is £3.1m, of which the Council's share of £1.25m is
reflected in the accounts. Higher success rates of appeals could result in a need for a larger provision. An
increase of 5% would change the required provision by £155k affecting the surplus/deficit distribution to the
Council, Hertfordshire County Council and Central Government.

Debtors - As at 31 March 2024 the authority had a balance of short term debtors of £15.7m. A review of
the age and collectability of the debts outstanding has resulted in a bad debt provision of £3.3m. If
collection rates where to deteriorate then an additional provision would be required.
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Adjustments between Accounting Basis and Funding Basis under
Regulations

Usable Reserves

2023/24

Movement in
Unusable Reserves

(%]
)
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©
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(L]
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=
Q.
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(9]

General Fund

balance
Unapplied

Receipts
Reserve

]
[=
(=]
(=]
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(=]
]
[=
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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 of non current assets 3,002 - 3,002
Revaluation / Impairment on Property Plant and Equipment 14,653 - 14,653
Movements in the market value of Investment Properties 740 - 740
Amortisation of intangible assets 166 - 166
Capital grants and contributions applied (3,423) 3,423
Revenue expenditure funded from capital under statute 1,883 - 1,883

Revenue grants written down to the Capital Adjustment Account = =
Disposal of non current assets 641 = 641
Disposal of investment Properties = =

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

Statutory adjustment relating to capital element of principal repayment for finance lease
Capital expenditure charged against the General Fund =

Adjustments involving the Capital Grants Unapplied Account:
Capital grants and contributions unapplied credited to the Comprehensive Income and - - 35 35
Expenditure Statement

Application of grants to capital financing transferred to the Capital Adjustment Account

Adjustments involving the Capital Receipts Reserve:
Transfer of cash sale proceeds credited as part of the gain/loss on disposal to the (1,615) 1,615 -
Comprehensive Income and Expenditure Statement

Use of Capital Receipts Reserve to finance new capital expenditure (1,615) 1,615

Adjustments involving the Deferred Capital Receipts Reserve:

Statutory adjustment relating to capital element of principal payment for finance lease

Adjustments involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited or credited to the Comprehensive 2,754 - 2,754
Income and Expenditure Statement (see Note 33)

(2,793) 2,793
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 1,366 - 1,366
Statement is different from council tax income calculated for the year in accordance with

statutory requirements

Adjustment involving the Accumulated Absences Account

Amount by which officer remuneration charged to the Comprehensive Income and 72 - 72
Expenditure Statement on an accruals basis is different from remuneration chargeable in the

year in accordance with statutory requirements

Total Adjustments 17,448 0 (35) (17,413)
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Usable Reserves

2022/23 comparative figure

Unusable Reserves
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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 of non current assets 2,656 - - (2,656)
Revaluation / Impairment on Property Plant and Equipment 1,320 - = (1,320)
Movements in the market value of Investment Properties (795) - - 795
Amortisation of intangible assets 200 - - (200)
Capital grants and contributions applied (2,207) - - 2,207
Revenue expenditure funded from capital under statute 348 - = (348)
Revenue grants written down to the Capital Adjustment Account - - - -
Disposal of non current assets 1,656 - = (1,656)

Disposal of investment Properties - - - -

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

Statutory adjustment relating to capital element of principal repayment for finance lease
Capital expenditure charged against the General Fund - - -

Adjustments involving the Capital Grants Unapplied Account:
Capital grants and contributions unapplied credited to the Comprehensive Income and - 3,083 3,083 - -
Expenditure Statement

I e . ) ) - 3,083 3,083
Application of grants to capital financing transferred to the Capital Adjustment Account
Adjustments involving the Capital Receipts Reserve:
Transfer of cash sale proceeds credited as part of the gain/loss on disposal to the - -
Comprehensive Income and Expenditure Statement
Use of Capital Receipts Reserve to finance new capital expenditure - 0
Adjustments involving the Deferred Capital Receipts Reserve:
Statutory adjustment relating to capital element of principal payment for finance lease 2 - - (2)
Adjustments involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited or credited to the Comprehensive 5,878 - - (5,878)
Income and Expenditure Statement (see Note 33)

(2,683) - - 2,683

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 (5,870) - - 5,870
Statement is different from council tax income calculated for the year in accordance with

statutory requirements

Adjustment involving the Accumulated Absences Account

Amount by which officer remuneration charged to the Comprehensive Income and (23) - - 23
Expenditure Statement on an accruals basis is different from remuneration chargeable in the

year in accordance with statutory requirements

Total Adjustments (2,601) (1] 0 2,601
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Transfers to/from Earmarked Reserves

Amounts appropriated to / from reserves are distinguished from service expenditure disclosed in the
Statement of Accounts. Reserves include earmarked reserves set aside for specific policy purposes and
balances which represent resources set aside for purposes such as general contingencies and cashflow
management.

This note sets out the amounts set aside from the General Fund in earmarked reserves to provide funding
for future expenditure plans and the amounts posted back from earmarked reserves to meet General Fund
expenditure in 2023/24

Balance Transfers Balance Transfers Transfers Balance

1 April Out/(In) 31 March Out In 31 March
2022 2022/23 2023 2023/24 2023/24 2024
£000 £000 £000 £000 £000 £000
Interest Equalisation Reserve (2,045) (2,045) - (1,212) (3,257)
Insurance Fund (908) 161 (747) - - (747)
Emergency Planning Reserve (36) - (36) - - (36)
LDF/Green Belt Reserve (62) - (62) - - (62)
Housing Condition Survey Reserve (90) - (90) - - (90)
Council Elections Reserve (63) (35) (98) . (235) (333)
Sinking fund - Leisure Utilities / Pension
(228) - (228) - - (228)
Reserve
Performance Reward Grant Reserve (10) - (10) - - (10)
Waste Recycling Income Volatility
(353) - (353) - - (353)
Reserve
Footbridge Reserve (150) - (150) - - (150)
DCLG Preventing Repossessions (18) - (18) - - (18)
New Homes Bonus Priority Spend (6,668) (1,270) (7,938) = (931) (8,869)
Collection Fund Reserve (1,963) 300 (1,663) - (3,400) (5,063)
DEFRA Flood Support (4) - 4) - - (4)
Neighbourhood Planning (64) - (64) - (111) (175)
IER (106) 26 (80) 32 - (48)
MTFP Transition Funding Reserve (413) - (413) 98 - (315)
Flexible Homelessness Grant (354) - (354) - - (354)
Preventing Homelessness New Burdens
(31) - (31) - - (31)
Reserve
Healthy Lifestyle Promotions Reserve (33) - (33) - - (33)
Land Charges New Burdens (30) - (30) - - (30)
HB Subsidy Volatility Reserve (50) (50) (100) - - (100)
Section 31 NNDR (7,071) 3,536 (3,535) 3,535 - -
Parks & Open Spaces Reserve (306) - (306) - - (306)
Revs & Bens New Burdens Reserve (250) (50) (300) - - (300)

(21,306) (18,688) (5,889) (20,912)
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Interest Equalisation Reserve

Insurance Fund

Emergency Planning Reserve

Local Development
Framework / Green Belt
Reserve

Housing Condition Survey
Reserve

Council Elections Reserve

Sinking Fund - Leisure
Utilities and Pension

Performance Reward Grant
Reserve

Waste Recycling Income
Volatility Reserve

Footbridge Reserve

DCL Preventing
Repossessions

New Homes Bonus Priority
Spend
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This reserve was established to assist the Council in managing the
financial implications of adverse interest rate fluctuations. £1.2m
has been added to this reserve in 2023/24

Its purpose is to support the Council’s insurance and risk
management process in anticipation of setting up a self-insurance
fund in some areas to reduce future insurance premiums.

The reserve was set up to support the work of an Emergency
Planning Officer Group that has been established within the
Council. There was no call on it in 2023/24.

This reserve was established in 2008/09 to smooth expenditure
over the Council's Medium Term Financial Plan (MTFP). There has
been no call on the reserve in 2023/24.

This reserve was established to fund House Condition Surveys.
There has been no movement on the reserve in 2023/24.

Established to smooth the cost of Elections over the MTFP. A
further £235k was added to the reserve in 2023/24 to fund the cost
of future elections.

Further to the Council awarding a leisure contract to Sports and
Leisure Management from January 2020, the Council provided
guarantees in respect of utilities and employers pension costs.
There was no call on it in 2023/24.

The Council received revenue grant funding in respect of the Local
Area Agreement (Performance Reward Grant) in 2009/10. There
was no call on the reserve in 2023/24.

The reserve has been established to manage income volatility in
recycling income. There was no call on this reserve in 2023/24.

The Council's MTFP included setting aside £50k a year from
2010/11 to 2012/13 in order to meet any potential maintenance
costs or liabilities that may arise relating to the footbridge over the
River Stort. There was no call on the reserve 2023/24.

This reserve was established from unspent Government Grant
monies. There were no appropriations in 2023/24.

This reserve was established from unspent New Homes Bonus
monies received from DCLG and the 2014/15 GF underspend. Over
the years, further amounts of New Homes Bonus monies have
been transferred to this reserve with £931k added in 2023/24.

Page 33 of 91



Collection Fund Reserve

DEFA Flood Support for Local
Businesses

Neighbourhood Planning
Grant

IER Grant

MTFP Transition Funding
Reserve

Flexible Homelessness Grant

Preventing Homelessness
New Burdens

Healthy Lifestyle Promotions

Land Charges New Burdens

HB Subsidy Volatility Reserve

NNDR Section 31 Reserve

Parks & Open Spaces Reserve

Revs & Bens New Burdens

As a result of a Council decision in January 2014, a Government
Funding Risk Reserve was established to smooth the effect on the
Council of income volatility following the new NDR funding regime.
This was subsequently renamed the Collection Fund Reserve.
£3.4m was transferred to the reserve in 2023/24.

This reserve was established from the unspent element of a DEFRA
grant received to enable the Council to support local businesses to
repair damage following the flooding in 2013/14. There has been
no call on this in 2023/24.

Created in 2014/15 from unspent Neighbourhood Planning grant
received from MHCLG to fund future spend. There has been no
call on this reserve in 2023/24.

This reserve was created from unspent grant monies received
from the Cabinet Office to fund the costs of additional work
involved in the Individual Electoral Registration Scheme. Further
unspent grant monies were added to the reserve in 2019/20. £32k
was utilised from this reserve in 2023/24.

A new reserve established in 2016/17 from the Transition Grant
awarded by MHCLG as part of the 2016/17 financial settlement.
£98k was utilised in 2023/24.

Established from unspent Government Grant monies in 2017/18
specifically to prevent and deal with homelessness. Further
unspent grant monies have been added in 2019/20. No call on this
reserve in 2023/24.

A new reserve set up in 2017/18 from unspent Government Grant
to deal with Homelessness. There was no call on this in 2023/24.

A new reserve created in 2018/19 from unspent grant monies
received to promote healthy living. There has been no call on this
in 2023/24.

This reserve was created from unused government grant received
to cover costs of transferring the local land charges register to HM
Land Registry. There has been no call on this in 2023/24.

This reserve was created in 2018/19 to manage the financial
implications of fluctuations in Housing Benefit subsidy. There has
been no call on this in 2023/24.

A new reserve created in 2020/21 from Section 31 grants received
in 2020/21 but for use in 2021/22 to fund NNDR Collection Fund
transactions. £3.535m has been appropriated in 2023/24.

A new reserve created in 2021/22 from unspent contribution to be
used to fund future works. No call made on this reserve in
2023/24.

A new reserve established in 2021/22 from unpsent Government
Grant monies. No call made on this reserve in 2023/24.
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7. Property, Plant & Equipment
Assets that have physical substance and are held for use in the production or supply of goods or
services, or for administrative purposes and that are expected to be used during more than one
financial year are classified as Property, Plant and Equipment.

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 or service potential
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.

Measurement

Assets are initially measured at cost, comprising:

e The purchase price;

e 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;

The Council does not capitalise borrowing costs incurred whilst assets are under construction. Assets
are then carried in the Balance Sheet using the following measurement bases:
e Operational non-specialised property - fair value based on existing use value. The multi-storey
car parks and surface car parks have been valued using the Existing Use Valuation method on the
basis of income & expenditure, profit information;
e Operational specialised property (inc leisure centres and Hertford theatre) - depreciated
replacement cost (DRC).;
e Community assets - nominal value or historical cost;

e Infrastructure and all other assets - depreciated historical cost;
e Surplus assets - fair value, estimated at highest and best use from a market participant's

perspective.

In the event of a future disposal the market value at that time may realise more or less than the carrying
value. Since April 2016 the Council has revalued its assets on an annual basis (formerly four year rolling
basis). 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 a loss previously charged to a service.

The Valuations were carried out by the Council’s Estates and Asset Manager, Anna Osborne (MRICS) and
Principal Assets and Estates Surveyor Lucy Smith (MRICS) on the basis of standards of professional
practice set out in the guidance below:

- Royal Institution of Chartered Surveyors (RICS) Valuation - Professional Standards ('The red Book’)

- International Financial Reporting Standards (IFRS)
- Chartered Institute of Public Finance and Accounting Code of Practice on Local Authority Accounting
(The CIPFA Code’)

The valuer has arrived at their opinion of Fair Value, Fair Value (Existing Use) and Market Value from

referring to recent comparable transactions. For Specialised properties the Fair value (Existing Use) has
en derjvgd\using Depreciated Replacement Cost methodology.
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Where decreases in value are identified, they are accounted for:

e 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);

e where there is no balance in the Revaluation Reserve or an 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, the date of its
formal implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account. The current asset values used in the accounts are based upon a certificate issued
by the Council's Asset & Estates Manager, Anna Osborne MRICS and Lucy Smith MRICS as at 31 March
2024. Property, plant and equipment are classified in the Balance Sheet in line with current Accounting
Codes of Practice.

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 this 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 by:

e 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);

e where there is no balance in the Revaluation Reserve or an 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.
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Depreciation

All Property, Plant and Equipment, other than freehold land and Community Assets (with
two exceptions being recreational facilities with a building element) are depreciated on a
straight line basis over the period of the assets useful economic life. The following periods
are used:

Freehold Land No depreciation

Council Buildings 20 to 60 years

Infrastructure 10 to 20 years

Equipment, Furniture and Fittings 5 to 20 years

Community Assets No depreciation (30 years for
exceptions)

Non-operational assets 40 to 60 years

Enhancement to Leased Properties 10 to 25 years

Plant 20 to 35 years

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

Componentisation

In line with accounting requirements the Council considers the identification of individual
asset components on a prospective basis following either the enhancement of an asset or
its revaluation. The Council has determined that it will adopt a de-minimis value of £1m for
individual assets.

Disposals

When an asset is disposed of 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 (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.

The gain or loss on disposal is not a charge against council tax, as the cost of fixed assets is
fully provided for under separate arrangements for capital financing. Amounts are
transferred from the General Fund Balance in the Movement in Reserves Statement to the
Capital Adjustment Account (the carrying amount of the asset) and the usable Capital
Receipts Reserve (the disposal proceeds).
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Property, Plant & Equipment
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Additions 61
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Reclassifications 21,284
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2416  31,373.00 170,415
- 12,210 14,913

- - 0
4,542 (24,872) 954
(865) 0 (2,886)

6,093 18,711

2023/24

As at 01/04/2023 123,046
Additions 434
Disposals

Reclassifications 5,020
Revaluations (1,826)

Total as at 31/03/2024

21,995 8,560 4,991
112 73 1,725
€)))

6,093 18,711 183,396
22,279 24,623

31

(9,662)  (4,642)

(1,207) (3,033)

Depreciation & Impairment

2022/23

As at 01/04/2022 32,575
Charge for Year 1,938
Acc depreciation w/o on revaluation -
Disposals -

Impairment (reversal) recognised in the service -
Revaluations -
Total as at 31/03/2023

6,716

0 0 58,938
- - 2,656

2023/24

As at 01/04/2023 34,513
Charge for Year 2,308
Acc depreciation w/o on revaluation

Disposals

Impairment (reversal) recognised in the service
Revaluations
Total as at 31/03/2024 36,821

Net Book Value
Balance Sheet as at 31/03/23

Balance Sheet as at 31/03/24

19,715 7,275 91
476 218
20,191 7,493 91

2,280 1,285 4,900

0 0 61,594

3,002
- - 0
- - 0
- - 0
- - 0
0 0 64,59

6,093 18,711 121,802

Reconciliation of Additions in the year to Capital Spend

Additions in the year (as above)
Intangible assets
Investment Properties

plus CERA (not included in note 7)
Total Capital Spend

1,885 1,140 6,625
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4,886 31,328 135,717

2023/24 2022/23
£000 £000
24,623 14,913
74 116
0 0
24,697 15,029
0 0
24,697 15,029
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8. Analysis of Fixed Assets 31 March '24f31 March '23
Number Number

Council Dwellings - Hostels 7 4

- Houses 2 2
Council Offices - Freehold 1 2

- Leasehold 1 0
Service Centre - Leasehold 1 1
Cash Offices 0 2
Off-Street Car Parks (incl. Leasehold) 35 35
Swimming Pools (including 3 joint-use pools) 5 5
Parks and Recreation Grounds/Open spaces 226Ha 188Ha
Public Halls/Community Centres (incl leasehold) 7 9
Commercial Property Rented Out 47 56
Land Awaiting Development 1.24Ha THa
Public Convenience 2 3

9. Heritage Assets
In line with the 2012 Code and FRS 30, the Council has identified a number of assets that
meet the definition of a heritage asset and are being preserved in trust for future
generations because of their cultural, environmental or historical associations.

The Council's policy is to maintain Heritage assets in order to preserve them for future
generations because of their cultural and historical associations. The Council does not
consider that a commercial value can be placed upon these assets and its policy is,
therefore, not to disclose on the balance sheet. They continue to be included within
community assets with a nominal value. The assets are insured in order to protect the
Council's interest in the event of damage or destruction.

The Heritage assets held within Community assets at a nominal sum are as follows; there is
no value held for these assets.

The Castle Wall (ancient flint), Hertford

Monument, remains of Church of St Mary's, Old Cross
Community land Obelisk, Bishop's Stortford

Flowing River Sculpture, Bishop's Stortford

Evolution sculpture at Hartham Common

Hertford Theatre Wall Bronze Resin Sculpture

Civic Regalia

Oil Painting of Wallfields, Hertford

Chainsaw sculpture Pishiobury Park, Sawbridgeworth
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10.Investment Properties
Investment properties are those that are used solely to earn rentals and/or for capital
appreciation.

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 but are revalued annually according to market conditions at the
year-end. Gains and losses on revaluation are posted to the 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.

Rents received in relation to investment properties are credited to the Financing and Investment
Income line and result 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. 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.

The following items of income and expenditure have been accounted for in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure

Statement.
2023/24 2022/23
£000 £000
Rental income from investment property (501) (822)
Direct operating expenses arising from investment property 364 200
Net gain (137) (622)

There are no restrictions on the Council’s ability to realise the value inherent in its investment
property or on the Council's right to the remittance of income and the proceeds of disposal. The
Council has no contractual obligations to purchase, construct, enhance or develop investment
property. In some cases, the Council has repairing obligations which are met through revenue
expenditure.

Authorities shall account for investment property in accordance with IAS 40 Investment Property
and should be valued to ‘Fair Value'.

Investment property is recognised at cost, including transaction costs but excluding operational
components (PPE) where these can be measured reliably. Following recognition investment
property is revalued on a fair value basis reflecting market state and circumstances on a given
date.

The objective of this measurement approach is to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market
participants at the measurement date under the current market conditions.
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The following table summarises the movement through additions and re-classification of

investment properties over the year:
2023/24 2022/23
£000 £000

Balance at start of the year 8,594 9,161
Additions: Not transferred through re-classification 0 -
Additions: Transferred through re-classification - 0
Disposals : Transferred through re-classification - (1,362)
Net gains / (losses) from fair value adjustments (740) 795

In addition to arriving at the fair values for the assets, IFRS 13 seeks to increase
consistency and comparability within the valuation process which has been achieved
through a ‘fair value hierarchy'.

Fair Value Hierarchy
All the Council's investment properties have been value assessed as Level 2 on the fair
value hierarchy for valuation purposes.

Valuation Techniques Used to Determine Level 2 Values for Investment Property
The fair value of investment property has been based on the market approach using
current market conditions and recent sales prices, existing lease terms and rentals and
other relevant information for similar assets in the local authority area. Market
conditions for these asset types are such that the level of observable inputs are
significant leading to the properties being categorised at Level 2 in the fair value
hierarchy.

There has been no change in the valuation techniques used during the year for
investment properties.

Highest and Best Use
In estimating the fair value of the Council's investment properties, the highest and best
use is their current use.

Valuation Process for Investment Properties

The Council's investment property has been valued as at 31 December 2023 (with a
statement of professional opinion given that there has been no material change up to
31 March 2024) by the Council's Estates and Asset Manager, Anna Osborne (MRICS) and
Principal Assets and Estates Surveyor Lucy Smith (MRICS) in accordance with the
methodologies and bases for estimation set out in the professional standards of the
Royal Institution of Chartered Surveyors.
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11. Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled by the
Council as a result of past events (e.g. software licences) is capitalised when it is expected that future
economic benefits or service potential will flow from the intangible asset to the Council. In addition, the
Council has agreed that all software will be treated as intangible assets.

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. In practice, no
intangible asset held by the Council meets this criterion, and they are therefore carried at amortised
cost. The depreciable amount of an intangible asset is amortised over its useful life to the relevant
service line(s) in the Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation is not permitted to have an impact on the General Fund Balance. This is therefore
reversed out of the General Fund Balance in the Movement in Reserves Statement and posted to the
Capital Adjustment Account.

The Authority accounts for its software as intangible assets, to the extent that 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.

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 Authority. The useful life assigned to the major software applications
used by the Authority is 5 years. The movement on Intangible Asset balances during the year is as
follows:

2023/24 2022/23
Software Other Total Software Other

Intangible Intangible
£000 £000 £000 £000 £000

Balance at start of vear:
Gross carrying amounts 6,086 = 6,086 5,970 - 5,970

- (5,794) (5,594)

Accumulated amortisation

Net carrying amount at start of year 292 - PASY 376 - 376
Additions:
Purchases 74 - 74 116 - 116
Amortisation for the period (166) - (166) (200) - (200)
Net carrying amount at end of 200 . 200 292 . 292
year
Comprising:
Gross carrying amounts 6,160 - 6,160 6,086 - 6,086
Accumulated amortisation (5,960) - (5,960) (5,794) - (5,794)
200 - 200 292 - 292
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12. Financial Instruments
Financial Liabilities
Financial liabilities are recognised on the Balance Sheet when the authority becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value and are carried
at their amortised cost. Annual charges to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement (CIES) 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. For most of the borrowings that
the authority has, this means that the amount presented in the Balance Sheet is the outstanding
principal repayable (plus accrued interest); and interest charged to the CIES is the amount payable for
the year according to the loan agreement.

Financial Assets

Financial assets are classified based on a classification and measurement approach that reflects the
business model for holding the financial assets and their cashflow characteristics. There are three
main classes of financial assets measured at: amortised cost, fair value through profit or loss (FVPL),
and fair value through other comprehensive income (FVOCI). The authority’s business model is to hold
investments to collect contractual cash flows. Financial assets are therefore classified as amortised
cost, except for those whose contractual payments are not solely payment of principal and interest (ie
where the cash flows do not take the form of a basic debt instrument).

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost are recognised on the Balance Sheet when the authority
becomes a party to the contractual provisions of a financial instrument and are initially measured at
fair value. They are subsequently measured at their amortised cost. Annual credits to the Financing
and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement (CIES) for interest receivable are based on the carrying amount of the asset multiplied by
the effective rate of interest for the instrument. For most of the financial assets held by the authority,
this means that the amount presented in the Balance Sheet is the outstanding principal receivable
(plus accrued interest) and interest credited to the CIES is the amount receivable for the year in the
loan agreement.

Soft Loans

The Code requires that a discounted interest rate be recognised as a reduction in the fair value of the
asset. Potential Council loans falling within this category relate to an assisted car purchase scheme and
a cycle scheme. The Council currently has no loans under its assisted car purchase scheme and the
amount advanced under the cycle scheme is considered immaterial.

Any gains and losses that arise on the derecognition of an asset are credited or debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement.
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Expected Credit Loss Model

The authority recognises expected credit losses on all of its financial assets held at amortised cost [or
where relevant FVOCI], either on a 12-month or lifetime basis. The expected credit loss model also
applies to lease receivables and contract assets. Only lifetime losses are recognised for trade
receivables (debtors) held by the authority. Impairment losses are calculated to reflect the expectation
that the future cash flows might not take place because the borrower could default on their
obligations. Credit risk plays a crucial part in assessing losses. Where risk has increased significantly
since an instrument was initially recognised, losses are assessed on a lifetime basis. Where risk has not
increased significantly or remains low, losses are assessed on the basis of 12-month expected losses.

Financial Assets Measured at Fair Value through Profit or Loss

Financial assets that are measured at FVPL are recognised on the Balance Sheet when the authority
becomes a party to the contractual provisions of a financial instrument and are initially measured and
carried at fair value. Fair value gains and losses are recognised as they arrive in the Surplus or Deficit
on the Provision of Services. The fair value measurements of the financial assets are based on the
following techniques: instruments with quoted market prices - the market price bther instruments
with fixed and determinable payments - discounted cash flow analysis.

Financial Assets Measured at Fair Value through Other Comprehensive Income

These assets are measured and carried at fair value. All gains and losses due to changes in fair value
(both realised and unrealised) are accounted for through a reserve account, with the balance debited
or credited to the Comprehensive Income and Expenditure Statement when the asset is disposed of.
The inputs to the measurement techniques are categorised in accordance with the following three

levels:
- Level 1 inputs - quoted prices (unadjusted) in active markets for identical assets that the authority

can access at the measurement date;
- Level 2 inputs - inputs other than quoted prices included within Level 1 that are observable for the

asset, either directly or indirectly;
- Level 3 inputs - unobservable inputs for the asset.

Financial Guarantees

The Code includes a requirement for financial guarantees to be recognised at fair value and charged to
the Comprehensive Income and Expenditure Statement (amortised over the life of the guarantee). The
levels of liability assessed at March 2024 are regarded as non material and therefore the accounting
requirement has not been followed in respect of these guarantees. The Council has determined to set
aside a reserve against potential liabilities under these guarantees as set out in Note 6 to the Notes to
the Core Statements.

No other financial guarantees were identified in 2023/24.
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Financial Instruments Balances

Non-Current
31 March '24 31 March '23

£000 £000

Financial Assets

Investments

At amortised cost -

principal amount

- accrued interest - -
Fair Value through other
comprehensive income -
designated equity
instruments

- accrued interest - -

17,838 19,555

Total Investments 17,838 19,555
Cash & Cash

Equivalents

At amortised cost -

principal amount

At amortised cost -
accrued interest

Total Cash & Cash Equivalents

Current
31 March '24 31 March '23

£000 £000

6,450 6,450

50 50
6,500 6,500
4,156 8,944

Debtors

Flnanqal Assets at 5188 5,190
amortised cost

Less Non Financial i i
Instruments Assets

Total Debtors 5,188 5,190
Total Financial Assets 23,026 24,745
Financial liabilities

Borrowing

At amortised cost (1,485) (1,500)
At amortised cost - (15) (22)

accrued interest
Creditors - -
Non Financial instruments

Liabilities

Total Financial liabilities (1,500) (1,522)

12.433 12,754
(2,426) (9,454)
10,007 3.300
20,663 18,744
(48,500) (30,000)

i 18,200 (21.,894)

2:052 8,956

(61,648)

(42,938)

See also Notes 33 and 33 to the Core Statements. (Investments and Borrowings)
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The portion of long-term liabilities and investments due to be settled within 12 months of the
Balance Sheet date are presented in the Balance Sheet under ‘current liabilities’ or ‘current
assets’. This would include accrued interest on long term liabilities and investments that are
payable/receivable in 2023/24.

Available for Sale Financial Assets are measured at fair value on a recurring basis. The
valuation techniques used to measure them maximise the use of relevant observable inputs
and minimise the use of unobservable inputs and are categorised as follows:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Council can access at the measurement date

Level 2 - inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly

Level 3 - unobservable inputs for the asset or liability.

Recurring fair value 2023/24 2022/23

measurements Input level in Valuation £000 £000

technique used

fair value :
! to measure fair
hierarchy
value
Unadjusted
guoted prices in
Property Funds Level 1 active markets 17,408 19,083
for identical
shares
Balance at end of the year 17,408 19,083

Transfers between Levels of the Fair Value Hierarchy
There were no transfers between input levels 1 and 2 during the year
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The Fair Values of Financial Assets and Financial Liabilities that are not measured at Fair
Value (but for which Fair Value disclosures are required)

Except for the financial assets carried at fair value (described in the table above), all other financial
liabilities and financial assets represented by loans and receivables and long term debtors and
creditors are carried on the balance sheet at amortised cost. Their fair value can be assessed by
calculating the present value of the cash flows that take place over the remaining life of the
instruments (Level 2), using the following assumptions:

* For loans from the PWLB payable, premature repayment rates from the PWLB have been
applied to provide the fair value under PWLB debt redemption procedures. As the Debt
Management Office provides a transparent approach allowing the exit cost to be calculated
without undertaking a repayment or transfer it is appropriate to disclose the exit price.

* For non-PWLB loans payable, PWLB premature repayment rates have been applied to provide
the fair value under PWLB debt redemption procedures;

* For loans receivable prevailing benchmark market rates have been used to provide the fair
value;

* No early repayment or impairment is recognised,;

* Where an instrument has a maturity of less than 12 months or is a trade or other receivable
the fair value is taken to be the carrying amount or the billed amount;

Financial Liabilities - fair value Valuation 2023/24 2022/23
Input level in  technique £000 £000
fair value used to
hierarchy measure fair

value
premature
Long Term Borrowing Level 2 repayment
rates (2,455) (2,452)
Short Term Borrowing
(49,016) (30,090)
Balance at end of the year (51,471) (32,542)

Financial Instrument Revaluation Reserve

For financial instruments, there is a reserve to help manage the accounting requirements, the
Financial Instruments RevaluationReserve. This records unrealised revaluation gains/losses arising
from holding available-for-sale investments and any unrealised losses that have not arisen from
impairment of the assets. The table below sets out the transactions for the year:

2023/24 2022/23
£000 £000
Balance at 1 April (443) 4,224
Upward revaluation of investments (1,717) (4,667)

Downward revaluation of investments not charged to the
Surplus/Deficit on the provision of Services

Accumulated Gains on assets sold and maturing assets
written out to CI&E as part of Other Investment Income - -

Page 142 (2.160) (443)
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13.

14.

Financial Instruments Gains / Losses

The gains and losses recognised in the Comprehensive Income and Expenditure Account in relation
to financial instruments are made up as follows:

2023/24 2022/23
Surplus or Other Surplus or Other
Deficit on the Comprehensive Deficit on the Comprehensive
Provision of Income and Provision of Income and

Services Expenditure Services Expenditure
£000 £000 £000 £000

Net (gains) / losses on

Financial Assets measured at fair value through
profit or loss

Financial assets measured at amortised cost - - - -

Investments in equity instruments designated at fair

value through other comprehensive income | () i (4.667)
Financial liabilities measured at fair value through ) ) i i
profit or loss

Financial liabilities measured at amortised cost = = - -
Total net (gains)/losses - 1,717) - (4,667)

Interest Revenue

Financial Assets measured at amortised cost (967) - (612) -
Other financial assets measured at fair value

. (807) - (828) .
through other comprehensive income
Total interest revenue (1,774) - (1,440) -

Interest Expense

Fee income:

Financial assets or financial liabilities that are not at -
fair value through profit or loss 148

Fee expense:

Financial assets or financial liabilities that are not at a
fair value through profit or loss 41 i 596 )

Total interest expense 673 - 744 -

Fair Value of Assets and Liabilities carried at Amortised Cost

Financial assets (represented by lending and receivables) and financial liabilities (represented by
borrowings) are carried in the Balance Sheet at amortised cost. Their fair value can be assessed by
calculating the present value of the cash flows that will take place over the remaining term of the
instrument, using the following assumptions:

- Link Asset Services has provided the Fair Value Calculation for the loans and investments.
- No early repayment or impairment is recognised.
- The fair value of trade and other receivables is taken to be the invoiced or billed amount

- Where the instrument will mature in the next 12 months, carrying amount is assumed to approximate to
fair value.

The fair values are calculated as follows:

31st March 2024 31st March 2023

Carrying Amount Fair Value Carrying Amount Fair Value
£000 £000 £000 £000

Financial Liabilities (63,148) (64,709) (45,480) -45,480

31st March 2024 31st March 2023

Carrying Amount Fair Value Carrying Amount Fair Value
£000 £000 £000 £000
Loans and Receivables 43,689 43,259 43,489
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For financial liabilities, the fair value is more than the carrying amount because the Council's
portfolio of loans comprises fixed rate loans where the interest rate payable is higher than the
rates available for similar loans at the Balance Sheet date. The commitment to pay interest
above current market rates increases the amount that the Council would have to pay if the
lender requested or agreed to early repayment of the loans.

The fair value is greater than the carrying amount due to the Council's investment in Property
Funds. The Fund value per unit, less the exit fee, is higher than price paid.

15. Debtors

Short Term Debtors 31 March '24 31 March '23
£000 £000

Central government bodies 1,214 1,045
Other local authorities 2,798 1,237
Bodies external to general government (ie all other bodies) 11,700 13,428
Bad debt provision (3,279) (2,956)
12,433 12,754

Long Term Debtors 31 March '24 31 March '23
£000 £000

Bodies external to general government (ie all other bodies) 5,188 5,190

5,188 5,190

16. Cash and Cash Equivalents

31 March '24 31 March '23

£000 £000
Short-term deposits with banks 4,156 8,944
Total Cash and Cash Equivalents 4,156 8,944
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17.

18.

19.

Assets Held for Sale

Assets Held for Sale 31 March '24 31 March '23
£000 £000
Additions 4,441 409
4,441 409
Creditors
Short Term Creditors 31 March '24 31 March '23
£000 £000
Central government bodies (3,992) (9,637)
Other local authorities (2,929) (1,725)
Bodies external to general government (ie all (11,279) (10,532)
other bodies)
(18.200) (21.894)
Provisions

Provisions are made where an event has taken place that gives the Authority a legal or
constructive obligation that probably requires settlement by a transfer of economic benefits or
service potential, and a reliable estimate can be made of the amount of the obligation. For
instance, the Authority may be involved in a court case that could eventually result in the
making of a settlement or the payment of compensation.

Provisions are charged as an expense to the appropriate service line in the Comprehensive
Income and Expenditure Statement in the year that the authority becomes aware of the
obligation, and are measured at the best estimate at the balance sheet date of the
expenditure required to settle the obligation, taking into account relevant risks and
uncertainties.

The provisions held for Non Domestic Rate appeals, Council Tax and Non Domestic Rates bad
debts are charged as an expense to the relevant collection fund in the first instance. This
charge either reduces the Council's surplus or increases the deficit due from the collection
fund. These amounts are included in the Taxation and Non-specific Grant income section on
the Comprehensive Income and Expenditure Statement.

When payments are eventually made, they are charged to the provision carried in the Balance
Sheet. Estimated settlements are reviewed at the end of each financial year - where it becomes
less than probable that a transfer of economic benefits will now be required the provision is
reversed and credited back to the relevant service.

Where some or all of the payment required to settle a provision is expected to be recovered
from another party (e.g. from an insurance claim), this is only recognised as income for the
relevant service if it is virtually certain that reimbursement will be received if the authority
settles the obligation.
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20.

21.

Proper provision has been made for various liabilities which will be incurred but for which it is
uncertain as to the amounts or the dates on which they arise. The provisions required cover a
range of activities with the most significant being in respect of Non Domestic Rates Valuation
Appeals.

Short Term Long Term
2023/24 2022/23 2023/24 2022/23
£000 £000 £000 £000
Balance at 1 April 300 496 1,233 2,200
Additions/Reductions (43) (388) (116) (1,500)
Amounts used (8) (60) (120) (100)
Transferred - 252 = 633
Balance at 31 March 997 1,233
Usable Reserves
Movements in the Council's usable reserves are detailed in the Movement in Reserves
Statement, Note 5 Adjustments between accounting basis and funding basis under
regulations and Note 6 Transfers to/from Earmarked Reserves.
Unusable Reserves
31 March '24 31 March '23
£000 £000
Revaluation Reserve 31,032 20,815
Financial Instruments Revaluation Reserve (2,160) (443)
Capital Adiustment Account 61,619 75,629
Deferred Capital Receipts Reserve 142 144
Pensions Reserve 5,250 (2,862)
Collection Fund Adjustment Account 491 1,857
Accumulated Absences Account (276) (205)
Total Unusable Reserves 96,099 94,936
Revaluation Reserve
The Revaluation Reserve contains the gains made by the Council arising from increases in the
value of its Property, Plant and Equipment and Intangible Assets. The balance is reduced when
assets with accumulated gains are:
* revalued downwards or impaired and the gains are lost
+ used in the provision of services and the gains are consumed through depreciation, or
* disposed of and the gains are realised.
Page 146

Page 51 of 91



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.

2023/24 2022/23

£000 £000 £000

Balance at 1 April 20,815 22,761
Downward revaluation of assets 10,647 (1,566)

Downward revaluation of assets and impairment losses not

charged to the Surplus/Deficit on the Provision of Services
Surplus or deficit on revaluation of non-current assets not posted

to the Surplus or Deficit on the Provision of Services
Difference between fair value depreciation and historical cost

i (430) (380)
depreciation
Amount written off to the capital adjustment account
Balance at 31 March 31,032 20,815

Financial Instruments Revaluation Reserve

The Financial Instruments Revaluation Reserve contains the gains/losses made by the Council
arising from increases/decreases in the value of its investments that have quoted market
prices or otherwise do not have fixed or determinable payments. The balance is reduced
when investments with accumulated gains are revalued downwards or impaired and the
gains are lost or disposed of and the gains are realised.

2023/24 2022/23
£000 £000 £000
Balance at 1 April (443) 4,224
Upward revaluation of investments
Downward revaluation of investments not charged to the (1.717) (4,667)
Surplus/Deficit on the provision of Services
(1,717) (4,667)

Accumulated gains on assets sold and maturing assets written out
to the Comprehensive Income and Expenditure Statement as part - -
of Other Investment Income
Balance at 31 March (2,160) (443)

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.
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The Account contains accumulated gains and losses on Investment Properties that have yet
to be consumed by the Council. The Account also contains revaluation gains accumulated
on Property, Plant and Equipment before 1 April 2007, the date that the Revaluation
Reserve was created to hold such gains. Note 5 provides details of the source of all
transactions posted to the Account, apart from those involving the Revaluation Reserve.

2023/24 2022/23
£000 £000 £000
Balance at 1 April 75,629 75,343
Reversal of items relating to capital expenditure debited or credited to
the Comprehensive Income and Expenditure Statement:
- Charges for depreciation of non current assets (3,002) (2,656)
- Charges for depreciation on revalued assets 319 380
- Movements in the market value of investment properties (740) 795
- Revaluation/Impairment on Property, Plant and Equipment (13,680) (1,320)
- Amortisation of intangible assets (166) (200)
- Revenue expenditure funded from capital under statute (1,883) (348)
- Revenue grants written down to the Capital Adjustment Account 3,458 2,207
- Disposal of non-current assets (530) (1,656)
- Minimum Revenue Position 600
- Adjusting amounts written out of Revaluation Reserve
(15,624) (2,798)
Capital financing applied in the year:
- Use of the Capital Receipts Reserve to finance new capital expenditure 1,614 3,084
- Capital grants and contributions credited to the Comprehensive
Income and Expenditure Statement that have been applied to capital 0
financing
- Application of grants to capital financing from the Capital Grants
Unapplied Account )
- Statutory adjustment for the capital element of finance lease
repayments - Refuse trucks )
- Capital expenditure charged against the General Fund - 0
1,614 3,084
Balance at 31 March 61,619 75,629

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 pays any pensions
for which it is directly responsible. The debit balance on the Pension 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.
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2023/24  2022/23

£000 £000
Balance at 1 April (2,862) (28,511)
Actuarial gains or (losses) on pensions assets and liabilities 8,388 28,848

Reversal of items relating to retirement benefits debited or credited to the Surplus or Deficit on (3,030) (5,879)
the Provision of Services in the Comprehensive Income and Expenditure Statement

Employer’s pensions contributions and direct payments to pensioners payable in the year 2.754 2,680

Balance at 31 March 5,250 (2,862)

Deferred Capital Receipts Reserve

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-current
assets but for which cash settlement has yet to take place. Under statutory arrangements, the
Council does not treat these gains as usable for financing new capital expenditure until they are
backed by cash receipts. When the deferred cash settlement eventually takes place, amounts are
transferred to the Capital Receipts Reserve.

2023/24  2022/23

£000 £000
Balance at 1 Abril 143 145
Transfer to the General Fund for the capital element of finance lease payments (1) (2)
Balance at 31 March 142 143

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of
Council Tax and Non Domestic Rates income in the Comprehensive Income and Expenditure
Statement as it falls due from Council Tax and Non Domestic tax payers compared with the
statutory arrangements for paying across amounts to the General Fund from the Collection Fund.

2023/24  2022/23

£000 £000
Balance at 1 April 1.857 (4,013)
Amount by which council tax income credited to the Comprehensive Income and Expenditure
Statement is different from Council Tax and Non Domestic Rate income calculated for the year (1,366) 5,870
in accordance with statutory requirements
Balance at 31 March 491 1,857
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22.

Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise
on the General Fund Balance from accruing for compensated absences earned but not
taken in the year e.g. annual leave entitlement carried forward at 31 March. Statutory
arrangements require that the impact on the General Fund Balance is neutralised by
transfers to or from the Account.

2023/24 2022/23
£000 £000
Balance at 1 April (205) (228)

Amount by which officer remuneration charged to the

Comprehensive Income and Expenditure Statement on an 71) 7
accruals basis is different from remuneration chargeable in the

year in accordance with statutory requirements

Balance at 31 March (276) (205)

Nature of Expenses Disclosure
2023/24 2022/23
£'000 £'000
Employee Benefits Expenses 17,415 18,942
Other Service Expenses 28,164 23,136
Housing Benefits Transfer Payments 22,705 22,409
Depreciation, amortisation and impairment 19,718 4,591
Precepts and levies 5,351 5,060
Interest payments 541 596
Changes in fair value of Investment Properties 740 0
Minimum revenue Provision 600 0
Loss on disposal on non current assets 0 -
Net interest on the net defined benefit liability & remeasurement of the
defined benefit liability for long term employee benefits 188 1,024
Total Expenditure 95,422 75,758
Fees charges and other service income (23,894) (21,054)
Government grants (32,958) (31,652)
Interest and investment income (1,774) (1,463)
Income from council tax and non-domestic rates (17,399) (16,956)
Gain on disposal of non current assets (974) (1,427)
Changes in fair value of Investment Properties - (795)
Recognised capital grants and contributions (3,423) (2,207)
Total Income (80,422) (75,554)

(Surplus)/Deficit on Provision of Services
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23. Jointly Controlled Operations
The Council operates four services under a ‘Jointly Controlled Operation’ arrangement:

- Revenues and Benefits Service, with Stevenage Borough Council which commenced on 1st August 2011

- Business and Technology Services, with Stevenage Borough Council, which commenced on 1 August

2013
- Waste and Street Cleansing Service, with North Herts District Council, which commenced on 8 May

2018 and

- Hertfordshire CCTV partnership, with Stevenage Borough Council, North Hertfordshire Council, East
Hertfordshire Council and Hertsmere Borough Council. Each member of the arrangement accounts for
their share of the asset, liabilities and cash flows of the CCTV in their own accounts. This is considered de
minimis and not included in the table below.

The Council is lead authority for the Revenues and Benefits shared service and Stevenage is lead for the
Business and Technology service and North Herts is lead for the Waste and Street Cleansing service. All
three arrangements are governed by separate Joint Partnership Boards comprising of Council officers.
Each authority has equal representation on both Boards. These Boards report to each Authority's
Executive Committee. The Revenues and Benefits Shared Service also operates a joint Committee with
equal numbers of Councillors from both Authorities to scrutinise the operational management of the
service.

In line with the Accounting Code of Practice this arrangement is accounted for as a jointly controlled
operation. A jointly controlled operation uses the assets and resources of the two partner councils without
the establishment of a separate legal entity. Under these arrangements each council accounts separately
for its own transactions including use of assets, liabilities, income, expenditure and cash flows.

This note sets out details of the income & expenditure of the joint arrangements and the apportionments
between the councils in accordance with the agreement entered into. For information purposes only and
where relevant, other notes to the accounts show amounts relating to these arrangements.

2023/24

Waste and
Street

Business &
Technical

Cleansing service
Vi

Service

2022/23

Waste and
Revenues &
Street

Benefits .
. Cleansing
Service :
Service

Revenues &
Benefits
Service

Business &
Technical
Service

£000 £000 £000 £000 £000 £000

Expenditure

Employees 528 1,695 3,726 502 1,930 4,275
Transport Related Expenses 20 30 12 21 25 10
Supplies and Services 24 1,740 286 31 1,834 230

Support Services
Total Expenditure

Income

Stevenage Borough Council 1,834 2,117 2,069
East Herts District Council 276 2,099 2,941 265 2,133 3,801

North Herts District Council 296 - 289 2,070

Total Income 572 3,933 5,058 554 4,203 5,870

Net Expenditure - - - - o -

The contribution made by the Council has been incorporated into the Comprehensive
Income and Expenditure Statement in the Net Costs of Service.

Additionally the Council partnered with 7 other local authorities across Hertfordshire to create a new fully
integrated building control service, which was launched in August 2016. An additional local authority
joined in 2019, so eight local authorities have equal control. The Council holds 13% of the share capital (£8)
and is represented on the board. The company aims to provide a more flexible and efficient responsg.to
building control issues across the county. In 2016/17 the Council made a loan to the company of £107k;

which is held under Long Term Debtors on the balara,%%ggggggl
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24.External Audit Costs

This note discloses the amounts that East Herts Council has paid to its external auditors for work
carried out in performing statutory functions and in providing any additional services. In 2023/24
the auditors appointed to East Herts council changed from Ernst & Young (up to 2022/23) to
Azets.

In 2023/24 East Herts Council incurred the following fees relating to external audit and
inspection:

2023/24 2022/23

£000 £000
Fees payable to Azets with regard to external audit services carried out
by the appointed auditor 208 55
Fees payable to Azets for the certification of grant claims and returns 28 22
Prior Year additional fees 0 0

236 77

25. Members Allowances

The total payments made to elected Members of East Herts Council, under its Members'
Allowance Scheme for the year ending 31 March, was as follows:

2023/24 2022/23

£000 £000
Basic Allowances 284 271
Special Responsibility Allowances 144 132

Travel and Subsistence expenses

2 2
430 405

A full disclosure of payments is available on the Council's website.
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26. Officer Emoluments

The number of employees, excluding senior officers disclosed in note 28, whose
remuneration, was £50,000 or more in bands of £5,000 are shown below. The previous
year has been restated to exclude officers disclosed in note 28.

Number of Employees

2023/24 2022/23

Remuneration Band Total Total

£50,000 to £54,999 12 4
£55,000 to £59,999 6 6
£60,000 to £64,999 2 10
£65,000 to £69,999 8 -
£70,000 to £74,999 - -
£75,000 to £79,999 - 1
£80,000 to £84,999 1 -

27. Exit Packages

The numbers of exit packages with total cost per band and total cost of the compulsory and other
departures are set out in the table below.

Exit package cost band Total number of Total cost of exit
X . R Number of Number of other ) .
(including special . exit packages by packages in each
Redundancies departures
pavments) cost band band
2023/24 2022/23 2023/24 2022/23  2023/24 2022/23 2023/24 2022/23
£ £ £
0-20,000 4 - 4 - 8 - 104,450 -
20,001-40,000 _ - 1 N 1 . 33,807 -
40,001-60,000 2 - - - 2 - 90,838 -
60,001-80,000 - - - - - - - -
80,001-100,000 - - - - - - - -
100,001-150,000 - - - - - - - -
Total (3 - 5 - 1 - 229,095 -
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28. Senior Officer Remuneration

An additional disclosure is required for Senior Officer's Remuneration (the Chief
Executive and those reporting directly to the Chief Executive), whose salary is more than
£50,000 per year:

c c
2 -S c 2 -
5 & .2 &S
= n
5 €52 g ggo
8 — ] 3 o o o 5 o O
c 9 w 9 GE, 0 B = € w B
= C 3 c X = o c o ] _E o
>0 c 3 -8 ©98%¢f K3
o2 o = g 3 5 wE ® S &
S o 2 o 5% S £ S 835 S
A ® & < 9 S a o = £ 9
2023/24 £ £ £ £
Chief Executive 130,728 - 130,728 25,884 156,612
Deputy Chief Executive 109,672 - 109,672 21,715 131,387
Head of Revenues & Benefits Shared Service 65,172 - 65,172 12,904 78,076
H f HR isational Devel -1
ead o & Organisational Development - left 5388 34,080
part way through the year 28,692 - 28,692
Head of Strategic Finance & Property 85,237 - 85,237 16,877 102,114
Head of Communications, Strategy & Policy 82,301 - 82,301 16,296 98,597
Head of Legal & Democratic Services 88,271 379 88,650 17,478 106,128
Head of Housing & Health 82,301 - 82,301 16,296 98,597
Head of O tions - ternity | f t
ead of Operations - on maternity leave for par ) 32,183 ) 32,183
of the year 32,183
Head of Planning & Building Control 82,925 - 82,925 15,498 98,422
2022/23
Chief Executive 126,645 126,645 24,063 150,708
Deputy Chief Executive 105,963 23 105,986 20,133 126,119
Head of Revenues & Benefits Shared Service 87,084 87,084 16,546 103,631
Head of HR & Organisational Development 79,227 79227 15,053 94,280
Head of Strategic Finance & Property 82,240 82,240 15,626 97,866
Head of Communications, Strategy & Policy 79,227 37 79,264 14,864 94,129
Head of Legal & Democratic Services 83,504 341 83,845 15,866 99,711
Head of Housing & Health 79,227 60 79,287 15,053 94,340
Head of Operations 75,347 75,347 - 75,347
Head of Planning & Building Control 73,504 73,504 13,966 87,470
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29. Grant Income

The Council credited the following grants, contributions and donations to the

Comprehensive Income and Expenditure Statement in 2023/24:

Credited to Taxation and Non Specific Grant Income
Council Tax

Non-Domestic Rates

New Homes Bonus

Other Capital Grants

Sec 31 Business Rate Support

Other Revenue Grants

Renewable Energy

Credited to Services
Grants

DWP

DCLG

DEFRA

Home Office

Office of National Statistics
Department of Education

Other Contributions
Contributions from Other Authorities*

Income from Other Bodies

2023/24 2022/23
£000 £000
17,722 16,768
- 322 188
931 1,383
3,423 2,207
5,102 4,846
1,265 395
70 318

28,191 26,105

23,386 23,078
1,846 1,432
154 9
194 136

= 1

9 16
3,555 3,566
1,466 1,195

5,021 4,761

* includes the contribution from Stevenage Borough Council for the Shared Revenues and Benefits Service

The Council has received a number of grants and contributions that have yet to be
recognised as income as they have conditions attached to them that will require the
monies to be returned to the funding body if not used for the purpose provided. The

balances at year end are as follows:

Grants Receipts in Advance
Capital

Other Capital Grants
Developer Contributions

Revenue
Developer Contributions
Other Revenue Grants
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2023/24 2022/23
£000 £000
411 811
1,655 1,665
2,066 2,476
5,609 4,936
314 237

5,923 5,173
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30. Related Party Transactions

A related party transaction is the transfer of assets or liabilities or the performance of services
by, to or for a related party irrespective of whether a charge is made.

Related parties to this authority would include:

Central government; local authorities and other bodies precepting or levying demands on the
Council Tax; its members; its chief officers; and its pension fund. Members of close family, or
the same household of an individual identified as a related party are also assumed to be
related parties.

All significant material transactions with related parties, such as parish precepts, precepts,
pension fund contributions etc, have been disclosed in the Comprehensive Income and
Expenditure Statement.

The UK government exerts significant influence through legislation and grant funding, which
has been disclosed in the Comprehensive Income and Expenditure Statement.

Three senior officers of the Council held a position of director at Millstream Property
Investments Ltd, a wholly-owned company by East Herts. The Council transacted with this
company to the value of £175k in 2023/24

A senior officer of the Council held a position of Director at Hertfordshire CCTV Partnership Ltd.
The Council paid this company £92k during 2023/24

A number of District Council members are also members of Town and Parish Councils that
receive funding from this Council. Precept payments are disclosed in the Comprehensive
Income and Expenditure Statement. Any grants made to these bodies were made with proper
consideration of declarations of interest.

Hertfordshire County Council is a related party in respect of various transactions including
pension’s contributions and precepts. Additionally they act as the “accountable body” for the
Hertfordshire Local Area agreement.

Shown in the Balance Sheet are totals for debtors and creditors which represent amounts due
to or from related parties. The principal year end balances with related parties included in
these totals are shown within Notes 15 & 18.
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31. Capital Expenditure and Capital Financing

2023/24 2022/23
£000 £000
Opening Capital Financing Requirement 40,065 28,321
Capital investment
Property, Plant & Equipment 507 1,327
Infrastructure 73 -
Community Assets 1,723 1,376
Investment Property - -
Intangible Assets 74 116
Assets Under Construction 21,303 12,210
Revenue Expenditure Funded from capital under Statute 1,883 402
Third Party Loan - -
Surplus = -
Assets Held For Sale - -
Sources of finance
Capital receipts (1,615) (1,427)
Government grants and other contributions (3,458) (2,207)
Borrowing
Sums set aside from Revenue:
Direct revenue contributions (33) (53)

Loan/ finance lease principal repayments

Closing Capital Financing Requirement

Explanation of movements in year
Increase in underlying need to borrowing (unsupported by

government financial assistance)
Decrease in Surplus in Capital Resource (20,457) (11,744)

(20,457) (11,744)

32. 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.

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

The Council as a Lessor

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.

Lease payments are apportioned between:

a charge for the acquisition of the interest in the property, plant or equipment
applied to write down the lease liability, and
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a finance charge (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 are 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).
Depreciation is applied in the year of acquisition.

The Council is not required to raise council tax to cover depreciation, impairment and
gains and losses on revaluation arising on leased assets. Any such costs that have been
charged to the Surplus or Deficit on the Provision of Services are not proper charges to
the General Fund. Such amounts are transferred to the Capital Adjustment Account and
reported in the Movement in Reserves Statement.

Operating Leases

Rents paid under operating leases are charged to the Comprehensive Income and
Expenditure Statement as an expense of the services benefiting from 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 a Lessor

Finance Leases

Where the Council grants a finance lease over a property or an item of plant or
equipment, 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
(whether Property, Plant and Equipment or Investment Properties) 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 (i.e. netted off
against the carrying value of the asset at the time of disposal), matched by a lease (long-
term debtor) asset 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 (together with any premiums received), and

finance income (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 a premium has been received, this is
posted out of the General Fund Balance to the Capital Receipts Reserve in the
Movement in Reserves Statement.
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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 the 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.

Operating Leases

Where the Council grants an operating lease over a property or an item of plant or
equipment, 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, even if
this does not match the pattern of payments (e.g. there is a premium paid at the
commencement of the lease). Initial direct costs incurred in negotiating and arranging
the lease are added to the carrying amount of the relevant asset and charged as an
expense over the lease term on the same basis as rental income.

Finance leases

As at 31 March 2024, the Council did not hold any leases that fell into the category of a
finance lease.
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Council as a lessee

Operating leases
The Council leases the Buntingford Service Centre.

The future minimum lease payments due under non-cancellable leases in future years are:

31 March '24 31 March '23

£000 £000

Not later than one year 300 300
Later than one year and not later than five years 1,200 1,200
Later than five years 1,200 1,500

2,700 3,000

The expenditure charged to Comprehensive Income and Expenditure Statement during the year in
relation to these leases was:

2023/24 2022/23

£000 £000

Minimum lease payments 300 300
Lease payments receivable = -

300 300

Council as a lessor

Finance leases

The Council leases out Pindars Lodge.

Following the introduction of IFRS 1 and this asset's transfer from an operating lease to finance
lease, a lease term of 50 years from March 1997 was set.

The Council has a gross investment in the lease, made up of the minimum lease payments
expected to be received over the remaining term. The minimum lease payments comprise
settlement of the long-term debtor for the interest in the property acquired by the lessee and
finance income that will be earned by the Council in future years whilst the debtor remains
outstanding. The gross investment is made up of the following amounts:

2023/24
£000
Finance lease debtor as at 31 March 142 144
Unearned finance income 200 202
Gross investment in lease as at 31 March 342
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33.

The gross investment in the lease which are the minimum lease payments, will be
received over the following periods:

Gross investment Gross investment

in lease in lease

31 March '24 31 March '23

£000 £000

Not later than 1 year 14 14
Later than 1 year and not later than 5 years 56 56
Later than 5 years 265 279

Operating Leases

The council receives income from a variety of properties ranging from Industrial and
Commercial ground leases, to a small number of commercial premises including
shops and other miscellaneous properties. Each is subject to individual agreements
and reviews. The terms are dependent upon a number of criteria; the corporate
priorities of the Council, options that are available, historic and legal agreements.
The future minimum lease payments receivable under non-cancellable leases in
future years are:

31 March '24 31 March '23

£000 £000

Not later than one year 1,346 1,243
Later than 1 year and not later than 5 years 5,136 3,529
Later than 5 years 58,156 59,227

Pension Scheme

As part of the terms and conditions of employment the Council makes contributions
towards the cost of post-employment benefits. Although these benefits will not
actually be payable until the employee retires, the Council has a commitment to
disclose them at the time that employees earn their future entitlement.

The Council participates in the Local Government Pension Scheme which is
administered by Hertfordshire County Council. This is a funded defined benefit
scheme which means that the Council and employees pay contributions into a fund,
calculated at a level intended to balance the pensions liabilities with investment
assets in the long term. Under the Scheme members' retirement benefits are not
affected by the Fund's performance.

Pension contributions are based on rates determined by the Fund's professionally
qualified actuary based on triennial reviews. The most recent review was undertaken
in January 2022.
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Transactions Relating to Post Employment benefits

The Council recognises the cost of retirement benefits in the Net Cost of Services when
they are earned by employees, rather than when the benefits are eventually paid as
pensions.

However, the charge the Council is required to make against council tax is based on
the cash payable in the year, the real cost of retirement 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 during the year.

2023/24 2022/23
Comprehensive Income & Expenditure Statement: £000 £000
Service Cost comprising:
Current service cost 2,457 4,855
Past Service Cost 108 0
Financing and Investment Income and Expenditure
Net Interest Expense 131 1,024

Total post employment benefit charged to surplus or deficit on

the provision of services

Other post employment benefit credited to the Comprehensive Income
and Expenditure Statement

Remeasurement of the net defined benefit liability comprising:

Return on plan assets (excluding the amount included in net interest ex (5,393) (12,477)
Actuarial gains/(losses) arising on changes in demographic assumptions (5,790) 58,226
Actuarial gains/(losses) arising on changes in financial assumptions (812) 1,123
Other actuarial gains or losses 3,972 (9,636)

Total post employment benefits charged to the Comprehensive (8,023)

Income and Expenditure Statement

Movement in Reserve Statement
Reversal of net charges made to the surplus or deficit on the

provision of services for post employment benefits in accordance
with the code
Actual amount charges against the general fund balance for pensions in

the year:
Employers contributions payable to scheme 0 2,680
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Pensions Assets and Liabilities recognised in the Balance Sheet

2023/24 2022/23
£000 £000

Opening Fair Value of scheme assets 123,799 133,905
Interest income 5,833 3,597
Remeasurement gain/(loss):
Other Experience -
Return on plan assets, excluding the amount included in the net
. P 8 5,393 (12,477)
interest expense
Contributions from employer 2,786 2,680
contributions from employees into the scheme 739 709
Benefits paid (5,530) (4,615)
31 March 133,020 123,799
Reconciliation of present value of scheme liabilities
Balance at 1 April 126,661 170,804
Current service cost 2,457 4,855
Past service cost 108 0
Interest cost 5,964 4,621
Contributions by scheme participants 739 709
Remeasurment (gain) and losses:
Actuarial gains/(losses) arising on changes in demographic assumptic (5,790) (58,226)
Actuarial gains/(losses) arising on changes in financial assumptions (812) (1,123)
Other acutarial gains or losses 3,972 9,636
Benefits paid (5,530) (4,615)
31 March 127,769 126,661

2023/24 2022/23
Scheme history £000 £000
Present value of the defined benefit obligation (127,769) (126,661)
Fair value of assets 133,020 123,799

Surplus/(Deficit) in the scheme

Impact on the net worth of the Council

Statutory arrangements for funding the deficit means that the financial position of
the Council remains healthy as:

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 actuary.
finance is only required to be raised to cover discretionary benefits when the
pensions are actually paid.

The total contributions expected to be made to the pension scheme by the Council
in the year to 31 March 2025 is £2.743m (£2.624m to 31 March 2024).
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A full breakdown of the Fund's assets including the prior financial year comparator is detailed below:

Asset Category

Equity Securities
Consumer
Manufacturing
Energy & Utilities
Financial Institutions
Health & Care
Information Technology
Other

Debt Securities
Corporate Bonds (investment grade)

Corporate Bonds (non investment grade)

UK Government
Other

Private Equity

Real Estate

UK Property
Overseas Property

Investment Funds & Unit Trusts:
Equities
Bonds
Commodities
Infrastructure
Other

Derivatives
Foreign Exchange
Cash and Cash Equivalents
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Period Ended 31 March 2024
Quoted

Quoted

pricés In  prices not

active
markets
£000

1,800
2,087

1,184

1,127
1,845

93,462

in active
markets

£000

201
8,137

387

39,559

Total

£000

1,800
2,087

1,184
1,127
1,845

6,782
3,382

11,623

9,167
6,661

50,226
19,058

201
9,134

387
8,357

133,020
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Period Ended 31 March 2023
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pricesin prices not
active  jp active
markets markets
£000 £000

1,904 -
1,044 -
711 -
1,037 -

2,296 -
5,165 -

- 3,324

- 10,963

- 9,157

- 7,074
46,650 -
17,348 -

_ 143

1,077 7,406

- 182
8,320 -

85,552 38,248

1,904
1,044

711
1,037
2,296

5,165
3,324

10,963

9,157
7,074

46,650
17,348

143
8,483

182
8,320

123,799

% of Total
Assets
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Basis for estimating assets and liabilities

Liabilities have been assessed on an actuarial basis using the projected unit method,
an estimate of the pensions that will be payable in future years dependent on

assumptions about mortality rates, salary levels, etc. The Hertfordshire County
Council Fund liabilities have been assessed by Hymans Robertson LLP, an

independent firm of actuaries, estimates for the Hertfordshire County Council Fund

being based on the latest full valuation of the scheme as at 2022.

The principal assumptions used by the actuary have been:

31 March '24 31 March '23

Long-term expected rate of return on assets in the scheme:

Equity investments 2.5%
Bonds 2.5%
Property 2.5%
Cash 2.5%

Mortality assumptions:
Longevity at 65 for current pensioners:

Men 22.0
Women 24.5
Longevity at 65 for future pensioners:

Men 22.8
Women 26.0
Rate of inflation/ Pension increase 2.8%
Rate of increase in salaries 3.3%
Discount Rate 4.8%

Take up option to convert annual pensions into retirement

lump sum for pre April 2008 service
Take up option to convert annual pensions into retirement

lump sum for post April 2008 service

years
years

years
years

Page 70 of 91

2.5%
2.5%
2.5%
2.5%

22.2
24.7

23.0
26.2

3.0%
3.5%

4.75%

years
years

years
years
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The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set out
in the table above. The sensitivity analysis below have been determined based on reasonably
possible changes of the assumptions occuring at the end of the reporting period and assumes at
each change that the assumption analysed changes while all the others remain constant. The
assumptions in longevity, for example, assume that life expectancy increases or decreases for
men and women. In practice this is unlikely to occur, and changes in some of the assumptions
may be interrelated. The estimations in the sensitivity analysis have followed the accounting
policies for the scheme ie. on an actuarial basis using the projected cost method. The methods
and types of assumptions used in preparing the sensitivity analysis did not change from those
used in the previous period

Approximate %
increase Defined

Benefit Obligation

Change in assumptions as at 31 March 2024: %
Longevity (increase or decrease in 1 year) 4%
0.1% decrease in real discount rate 2%
0.1% increase in the salary increase rate 0%
0.1% increase in the Pension increase rate 2%

Impact on the Council's Cashflow

The objectives of the scheme is to keep employer contributions at as constant a rate as possible.
The Council has agreed a strategy with the schemes actuary, Hymans Robertson LLP, to achieve a
funding level of 100% over the next 25 years. Funding levels are monitored on an annual basis.

Page 166

Page 71 of 91



34. Nature and Extent of Risks arising from Financial Instruments

Key Risks
The Council's activities expose it to a variety of financial risks. The key risks are:
[» Credit risk the possibility that other parties might fail to pay amounts due to the
Council:
(e Liquidity risk the possibility that the Council might not have funds available to meet its

commitments to make payments;

[» Re-financing risk the possibility that the Council might be requiring to renew a financial
instrument on maturity at disadvantageous interest rates or terms;

(» Market risk the possibility that financial loss might arise for the Council as a result of
changes in such measures as interest rates or stock market movements.

The Council's management of treasury risks actively works to minimise the Council's exposure to
the unpredictability of financial markets and to protect and maximise (given the identified level
of risk) the financial resources available to fund services. The Council in the annual Treasury
Management Strategy Statement provides written principles for overall risk management, as
well as written policies (covering specific areas, such as interest rate risk, credit risk and the
investment of surplus cash.

1 Credit Risk
Credit risk arises from deposits with banks and financial institutions, as well as credit exposures

to the Council's customers.
This risk is minimised through the Annual Investment Strategy, which requires that deposits are

not made with financial institutions unless they meet identified minimum credit criteria, in
accordance with the Fitch, Moody's and Standard & Poor’s Credit Ratings Services. The Annual
Investment Strategy also considers maximum amounts and time limits with a financial
institution located in each category.

This Council uses the creditworthiness service provided by Capita Asset Services. This service
uses a sophisticated modelling approach with credit ratings from all three rating agencies -
Fitch, Moody's and Standard and Poor’s, forming the core element. However, it does not rely
solely on the current credit ratings of counterparties but also uses the following as overlays:

e Credit watches and credit outlooks from credit rating agenciesf]

e CDS spreads to give early warning of likely changes in credit ratings;

e Sovereign ratings to select counterparties from only the most creditworthy countries.
The full Investment Strategy for 203/24 was approved by Full Council on 3rd March 2023 and is
available on the Council's website.

Customers for goods and services are assessed, taking into account their financial position, past
experience and other factors, with individual credit limits being set in accordance with internal
ratings in accordance with parameters set by the Council.

The Authority’s maximum exposure to credit risk in relation to its investments in financial
institutions 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. Recent
experience has shown that it is rare for such entities to be unable to meet their commitments. A
risk of irrecoverability applies to all of the Authority’'s deposits, but there was no evBeangcgaig)f
31 March 2024 that this was likely to crystallise.
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No credit limits were exceeded during the reporting period and the Council does not expect any losses
from non-performance by any of its counterparties in relation to deposits and bonds.

Accounts Receivable
The Council does not generally allow credit facilities to customers in relationship to debts.
The past due amount can be analysed by age as follows: (see policy xii)

31 March '24 31 March '23

£000 £000
Less than three months 626 349
Three months to one year 516 475
More than one year 1,462 1,476

2,604 2,300

The Council pursues all debts in line with its established debt recovery policy.
2 Liquidity Risk

The Council manages its liquidity position through the risk management procedures above (setting and
approval of prudential indicators and the approval of the treasury and investment strategy reports, as
well as through a comprehensive cash flow management system, as required by the CIPFA Code of
Practice. This seeks to ensure that cash is available when needed.

The Council has ready access to borrowings from the money markets to cover any day to day cash flow
need, and the PWLB and money markets for access to longer term funds. The Council is also required
to provide a balanced budget through the Local Government Finance Act 1992, which ensures
sufficient monies are raised to cover annual expenditure. There is therefore no significant risk that it
will be unable to raise finance to meet its commitments under financial instruments.

See Financial instuments Note 12

3 Refinancing and Maturity Risk

The Council maintains a debt and investment portfolio. Whilst the cash flow procedures above are
considered against the refinancing risk procedures, longer-term risk to the Council relates to managing
the exposure to replacing financial instruments as they mature. This risk relates to both the maturing
of longer term financial liabilities and longer term financial assets.

The approved treasury indicator limits for the maturity structure of debt and the limits placed on
investments placed for greater than one year in duration are the key parameters used to address this
risk. The Council approved treasury and investment strategies address the main risks and the central
treasury team address the operational risks within the approved parameters. This includes:

e monitoring the maturity profile of financial liabilities and amending the profile through either new

borrowing or the rescheduling of the existing debt; and
e monitoring the maturity profile of investments to ensure sufficient liquidity is available for the

Council's day to day cash flow needs, and the spread of longer term investments provide stability of
maturities and returns in relation to the longer term cash flow needs.
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4 Market Risk
Interest rate risk
The Council is exposed to interest rate movements on its borrowings and investments.
Movements in interest rates have a complex impact on the Council, depending on how variable
and fixed interest rates move across differing financial instrument periods. For instance, a rise in
variable and fixed interest rates would have the following effects:

e Borrowings at variable rates - the interest expense charged to the Comprehensive Income and
Expenditure Statement will rise;

e Borrowings at fixed rates - the fair value of the borrowing will fall (no impact on revenue
balances);

e Investments at variable rates - the interest income credited to the Comprehensive Income and
Expenditure Statement will rise; and

e Investments at fixed rates - the fair value of the assets will fall (no impact on revenue balances).

Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on
fixed rate impact on the Income and Expenditure Account. However, changes in interest payable
and receivable on variable rate borrowings and investments will be posted to the Comprehensive
Income and Expenditure Statement and affect the General Fund Balance. Movements in the fair
value of fixed rate investments will be reflected in the Comprehensive Income & Expenditure
Statement.

The Council has a number of strategies for managing interest rate risk. The Annual Treasury
Management Strategy draws together Council’'s prudential and treasury indicators and its
expected treasury operations, including an expectation of interest rate movements. From this
Strategy a treasury indictor is set which provides maximum limits for fixed and variable interest
rates exposure. The treasury team will monitor market and forecast interest rates within the year
to adjust exposures appropriately. For instance during periods of falling interest rates, and where
economic circumstances make it favourable, fixed rate investments may be taken for longer
periods to secure better long term returns, similarly the drawing of longer term fixed rates
borrowing would be postponed.
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With low interest rates generally prevailing, the Council has an interest equalisation reserve that
assists in managing interest rate fluctuations in the medium term. The balance as at 31 March
2024 is £3.3m.

Based on the current Treasury Management position at 31 March 2024, if interest rates had been
1% higher with all other variables held constant, the financial effect would be:

Increase in interest payable on variable rate borrowings no variable borrowings
Increase in interest receivable on variable rate investments 371
Increase in government grant receivable for financing costs de minimus
Surplus on the Provision of Services de minimus

Impact on Comprehensive | & E Statement
The approximate impact of a 1% fall in interest rates would be as above but with the movements
being reversed.

5 Price Risk
The Council, does not generally invest in equity shares or marketable bonds.
However, it does hold units in property funds to the value of £20m. Whilst these holdings are
generally illiquid, the Council is exposed to losses arising from movements in the price of the
units.

To limit its exposure to price movements the council has set a property fund investment limit of
£20m, at the time of investment.

These units are all classified as Available-for-Sale, meaning that all movements in price will impact
on gains and losses recognised in the Financial Instruments Revaluation Reserve. A general shift
of 5% in the general price of shares (positive or negative) would thus have resulted in a £1m gain

or loss being recognised in the Financial Instruments Revaluation Reserve.

6 Foreign Exchange Risk

The Council has no financial assets or liabilities denominated in foreign currencies and thus has
no exposure to risk arising from movements in exchange rates.

The Council also has no shareholdings or insurance investment fund, therefore has no exposure
to any further risks.
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35. Capital Commitments

At 31 March 2024, the authority has entered into one contract for the construction or
enhancement of property, plant and equipment, the major commitments are:

- Hertford Theatre - £30.975m (This figure includes £26.16m spend to 31/03/2024)

36. Contingent Liability

The Council has identified one contingent liability which may give rise to future costs.

Following the Municipal Mutual Insurance Scheme Arrangement being” triggered” the
Council has paid a total levy of £34,478 as at 31 March 2024. A contingent liability of
around £137,913 remains in respect of potential further exposure against existing
claims. Further claims could be notified.

Given the level of General Reserves held by the Council and the uncertainty of the
value of the potential liabilities identified it has not been considered appropriate to
make specific financial provision within the accounts at this stage.

37. Post Balance Sheet Event

There are no post balance sheet events as at 23 April 2025
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THE COLLECTION FUND
INCOME AND EXPENDITURE ACCOUNT

2023/24
£000 £000

Council
Tax NDR

Income collectable from Council
Taxpayers

S31 S13A(1)/ ( ¢ ) transfer from General
Fund

Income collectable from Business
Ratepayers

Note 2 136,973

117

Note 3 41,737

136,973

117

41,737

£000
Council
Tax

128,058

35

2022/23
£000

NDR

128,058

35

39,580

Total Income 137,090

Council Tax Precepts and Demands

Hertfordshire County Council 102,588
East Herts Council 17,464
Hertfordshire Police 15,206

Business Rates Shares:

Payments to Government 24,780
Payments to Hertfordshire County Council 4,956
Payment to East Herts Council 19,824

Charges to Collection Fund

178,827

102,588
17,464
15,206

24,780
4,956
19,824

202

(164
(178
(716
(7,495
113
5,220

—_ — — —

181,800

128,093

95,750
16,586
13,962

127,003

19,918
3,984
15,934

199

(176)
(2,227)
174
318
(12,763)

167,673

95,750
16,586
13,962

19,918
3,984
15,934

199

704
(176)
(2,227)
174
318
(12,762)

2,973
(6,136)

(1,090)
(1,125)

(14,219)
10,298

(15,309)
9,173

Costs of Collection 202
Bad Debt Provision - Increase:

Council Tax (164)

Non Domestic Rates (178)
Non Domestic Rates Appeals Provision  Note 4 (716)
Transitional Protection Payment (7,495)
Disregarded Amounts 113
Distribution of prior years' Fund balance 1,351 3,869
Total Expenditure 136,445
In year Movement in Fund (645) 3,618
Balance as at 1 April (2,215) (3,921)
Balance as at 31 March (2,860)

Allocated to :

East Herts Council (369) (121)
Hertfordshire Police (322) (30)
Hertfordshire County Council (2,169)
Government (152)

(490)
(352)
(2,169)
(152)

(288)
(247)
(1,680)

1,569

392
1,961

1,281
(247)
(1,288)

1,961
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NOTES TO THE COLLECTION FUND INCOME AND
EXPENDITURE ACCOUNT

General
The Collection Fund is an agent's statement that reflects the statutory obligation for billing
authorities 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 Government of Council Tax and Non-
Domestic Rates.

There is no requirement for a separate Collection Fund Balance sheet, as the assets and
liabilities of the fund belong to the various bodies and Government.

In 2013/14 the local government finance regime was revised with the introduction of the
Retained Business Rates scheme. The main aim of the scheme is to give Council's a greater
incentive to grow businesses in the district. It does, however, also increase the financial risk to
the Council due to non collection and the volatility of the NDR tax base.

The retained income scheme allows the Council to retain a proportion of the total NDR income
received. The Council's share is 40% with the remainder being split between Hertfordshire
County Council (10%) and Government (50%).

Council Tax

The Council's tax base i.e. the number of chargeable dwellings in each valuation band (adjusted
for dwellings where discounts apply) converted to an equivalent number of Band D dwellings, is
calculated as follows:-

The tax base for 2023/24 was approved at Full Council on 14 December 2022 and was calculated
as follows:

Estimated no. of taxable properties

after effect of discounts Ratio Band D Equivalent dwellings

Disa A 0.00 5/9 0.00
A 656.86 6/9 437.91
B 4,305.65 7/9 3,348.84
C 12,831.26 8/9 11,405.56
D 14,529.67 9/9 14,529.67
E 10,789.37 11/9 13,187.01
F 7,472.12 13/9 10,793.06
G 5,584.57 15/9 9,307.62
H 796.84 18/9 1,593.68
56,966.34 64,603.35

Estimated collection rate 98.9%
2023/24 Estimated Council Tax base 63,892.7

Council Tax Collection
2023/24 estimated Council Tax due 135,259
63892.8 x £2,116.96 (average band D charge)

2023/24 Council Tax income 137,090
Surplus (1,831)
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Income from Business Ratepayers

The Council collects non-domestic rates for its area which are based on local rateable values
provided by the Valuation Office Agency (VOA) multiplied by a uniform rate (which for 2021/22
was 51.2p (2020/21 51.2p).

The total amount less certain reliefs and allowances is distributed to East Herts Council (40%),
Hertfordshire County Council (10%) and Central Government (50%).

When the Retained Business Rates scheme was introduced, the Government set a baseline for
each authority identifying the funding required. In order to ensure that each authority receives
their base line amount, a top up or tariff amount is applied to each local authority.

East Herts is a tariff authority, which means that it doesn't keep its entire share but is subject to
pay a tariff (£15.853m in 2021/22) to Central Government which is when used to fund 'top up'
authorities.

The business rates retention scheme provides the opportunity for local authorities to share in
the benefits of growth in the rates tax base i.e. provides an incentive for economic development
and regeneration. Any income retained from growth is subject to a levy of 50%. Conversely if any
Council suffers a significant drop in NNDR due to the loss of one or more major businesses, or a
large number of smaller businesses, or a greater than expected loss from revaluations, then a
safety net of 92.5% of the baseline applies. At the year end the total non-domestic rateable value
was £118 million (£117 million for 2020/21).

Provisions

The Collection Fund account includes provisions for bad debts on arrears based on

past years experience and the current years collection rate.

2023/24 2022/23
£000 £000 £000 £000 £000
Council Tax NDR Total Council Tax NDR
Balance at 1 April (4,012) (2,099) (6,111) (3,539) (2,474) (6,013)
Additional provisions made
in year 114 178 292 (705) 177 (528)
Provision applied 285 327 612 232 198 430

Balance at 31 March (3,613) (1,594) (5,207) (4,012) (2,099) (6,111)

In addition, a provision has been made for NDR appeals against the rateable valuations
assessed and determined by the Valuation Office Agency (VOA) which have not been settled
by 31 March 2024.

2023/24 2022/23

£000 £000
Balance at 1 April (3,832) (6,059)
Change in provisions made 396 1,474
Provision applied in year 320 753

) NLO /]

Baiarice at 31 March (3,116) (3,832)
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Group Accounts

Introduction

In order to provide a full picture of the economic and financial activities of the Council,
and its exposure to risk, the accounting statements of its subsidiary are consolidated
with those of the Council. The resulting Group Accounts are presented in addition to the
Council's single entity accounts. They include the core accounting statements, similar in
presentation and purpose to the Council's accounts, and any explanatory notes
considered necessary to explain material movements from the single entity accounts.
Where no notes are given, users of the accounts should refer to the notes in the single
entity accounts.

Group accounts have been prepared under the requirements of the Code of Practice on
Local Authority Accounting, consolidating any subsidiary over which the Council
exercises control or influence.

Millstream Property Investments Ltd, is a wholly owned company formed in February
2018 by the Council. There are no minority shareholders and no restrictions on the
Council's ability to access or use the assets or settle the liabilities of the group.
Millstream Property Investments Ltd was created to acquire, develop and refurbish
homes to provide rental properties to tenants wishing to live in the private sector, but
with the assurance that the accommodation is managed by a responsible landlord.

Millstream was not consolidated in 2018/19 as it's activities for that year were not
material to the Council's accounts

Accounting Policies

Millstream Property Investments Ltd has prepared it's 2023/24 accounts using
accounting policies consistent with those applied by the Council and no adjustments
have been required to align accounting policies. Both entities have a financial year end
of 31 March.
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GROUP MOVEMENT IN RESERVES STATEMENT

This statement shows the movement in the year on the different reserves held by the Council, analysed into usable
reserves (ie those that can be applied to fund expenditure or reduce taxation) and other reserves.

Share of
Earmarked . .
General Capital Capital Total Total Total Reserves
General . General ) Total
Fund Receipts  Grants Usable  Unusable Authority of
Reserve Reserves

Balance Reserve Unapplied Reserves Reserves Reserves Subsidiaries

£000 £000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2023 3,854 21,306 0 224 1,065 26,449 72,174 98,623 1,754 100,377

Movement in reserves during 2023/24

Total Comprehensive Income and Expenditure

Tax expenses for Millstream Property Investment 0 0 0 0 0 0 0 0 0
Adjustments between group accounts and authority accounts 0 0 0 0 0 0 0 0
AdJustments between group accounts and 0 o o o 0 0 0 0
authority accounts

Net Increase/Decrease 0 0 0 0 0 0 0 0 0 0

before Transfers

Transfers to/(from) Earmarked Reserves = = = o o

Increase/Decrease in Year

Balance as at 31 March 2024 carried forward 3,854 21,306 224 1,065 26,449 72,174 98,623 1,754 100,377
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GROUP COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

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, generally this will be different from the
accounting cost. The taxation position is shown in the Movement in Reserves Statement.

2023/24 2022/23

Gross Gross Net \[<]#
Expenditure Income Expenditure Expenditure
£000 £000 £000
Chief Executive, PA's & Directors 563 - 563 643
Communications, Strategy & Policy 2,635 (1,123) 1,512 1,526
Human Resources & Organisation Development 622 (11) 611 656
Strategic Finance & Property 10,052 (4,975) 5,077 5,049
Democratic & Legal Services 2,162 (470) 1,692 1,717
Housing & Health 6,231 (2,926) 3,305 3,583
Planning & Building Control 4,453 1,777) 2,676 2,482
Operations 31,629 (11,574) 20,055 4,612
Shared Revenues & Benefits Service 27,032 (26,059) 973 1,424
Shared Business & Technology Services 2,258 (19) 2,239 2,277
NET COST OF SERVICES 87,637 38,703 23,969
Payments of precepts to parishes 5,351 5,060
Gain on disposal of non current (fixed) assets (974) (1,427)
Minimum Revenue Provision 600 0
OTHER OPERATING EXPENDITURE 4,977 3,633
Interest payable and similar charges 541 596

Net Interest on the net defined benefit liability & remeasurements
) - ) 189 1,024

of the defined benefit liability for long term employee benefits

Interest receivable and similar income (1,633) (1,322)
Income from investment properties Note 1 (763) (1,037)
Direct expenditure incurred on investment properties Note 1 447 296
Changes in Fair Value of Investment Properties 899 (860)
FINANCING AND INVESTMENT EXPENDITURE (320) (1,303)
Recognised capital grants and contributions (3,423) (2,207)
Council tax income (17,722) (16,768)
Non domestic rates 322 (188)
Non service related government grants (7,298) (6,624)
Renewable Energy (70) (318)

TAXATION AND NON-SPECIFIC GRANT INCOME (28,191) (26,105)

(SURPLUS) / DEFICIT ON PROVISION OF SERVICES 15,169 194

Millstream Capital contribution 0 0

43)

Tax expenses of subsidiaries
GROUP (SURPLUS)/DEFICIT 15, 126

(Surplus) or Deficit on revaluation of PPE assets (12,637) 1, 566
Reclassification of Grant
Remeasurements of the net defined benefit liability (7,656) (37,236)
ITEMS THAT WILL NOT BE RECLASSIFIED TO THE (SURPLUS) OR DEFICIT ON PROVISION OF

(20,293) (35,670)
SERVICES
(Surplus) / Deficit on revaluation of financial instruments 1,717 4,667
ITEMS THAT MAY BE RECLASSIFIED TO THE (SURPLUS) OR DEFICIT ON PROVISION OF SERVICES 1,717 4,667
Millstream Other Operating Income 2
OTHER COMPREHENSIVE INCOME AND EXPENDITURE (18,576) (31,001)
TOTAL COMPREHENSIVE INCOME AND EXPENDITURE (3,450) (30,804)
All operations arise from continuing activities. Page 177
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GROUP BALANCE SHEET

The Balance Sheet shows the value as at the Balance Sheet date of the assets and
liabilities recognised by the Council.

31 March '24 31 March '23
£000 £000
Property, Plant & Equipment
- Other land and buildings 89,854 88,533
- Vehicles, plant, furniture and equipment 1,884 2,280
- Infrastructure assets 1,140 1,285
- Community assets 6,625 4,900
- Surplus assets 4,886 6,093
- Assets under Construction 31,328 18,711
135,717
Investment Properties 13,360 14,260
Intangible Assets 199 13,559 292
Long Term Investments 17,838 20,108
Long Term Debtors Note 2 1,905 245
TOTAL LONG TERM ASSETS 169,019 156,707
Assets Held For Sale 4,441 409
Short Term Investments 6,500 6,500
Short Term Debtors Note 2 12,244 12,601
Cash and Cash Equivalents 4,249 9,012
CURRENT ASSETS 27,434 28,522
Provisions (249) (300)
Short Term Creditors Note 2 (18,234) (21,934)
Short Term Borrowing (48,500) (30,000)
CURRENT LIABILITIES (66,983) (52,235)
Provisions (1,068) (1,347)
Long Term Borrowing (1,500) (1,522)
Long Term Creditors Note 2 0 -
Net Pension Liability 5,266 (2,862)
Grant Receipts in Advance - Capital (2,066) (2,476)
- Revenue (5,923) (5,173)
LONG TERM LIABILITIES (5,291) (13,379)
NET ASSETS 124,179 119,614

USABLE RESERVES

- General Fund 3,854 3,854
- General Reserve 1,103 878
- Earmarked Reserves 20,912 18,688
- Capital Receipts Reserve 0 0
- Capital grants Unapplied 189 224
- Profit and Loss Reserve Note 3 367 682

26,425 24,326

UNUSABLE RESERVES

- Revaluation Reserve 31,032 20,815
- Financial Instrument Revaulation Reserve (2,160) (443)
- Pensions Reserve 5,250 (2,862)
- Capital Adjustment Account 61,619 75,629
- Deferred Capital Receipts 142 144
- Collection Fund Adjustment Account 491 1,858
- Short-term Accumulating Compensated Absences Account (276) (205)
- Share capital 1,656 0
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GROUP CASH FLOW STATEMENT

The Cash Flow Statement shows the changes in cash and cash equivalents of the authority during the
reporting period.

2023/24 2022/23

£000 £000 £000
OPERATING ACTIVITIES
Cash Inflows
Council Tax receipts (12,985) (12,131)
NNDR Receipts (16,025) (15,704)
DWP grants for benefits (24,370) (22,375)
Other Government grants (9,330) (10,062)
Cash received for goods and services (18,628) (21,693)
Interest received (1,633) (1,322)

Cash inflows generated from operating activities (82,971) (83,287)

Cash Out Flows

Cash paid to and on behalf of employees 15,754 14,895
Housing Benefit paid out 22,705 22,409
Other operating cash payments 40,282 38,063
Precepts paid to other authorities 5,351 5,060
Interest paid 1,165 179

Cash outflows generated from operating activities

Net Cash Inflow from operating activities

INVESTING ACTIVITIES
- Purchase of property plant and equipment, investment property and

intangible assets 24,149 16,620
- Proceeds from the sale of property, plant and equipment, investment

property and intangible assets (1,722) (1,427)
- Capital grants (3,917) 2,717)
- Proceeds from short-term and long-term investments (4,000) (4,000)

Net cash inflow from investing activities 14,510 8,476

FINANCING ACTIVITIES
- Cash Payments for the reduction of the outstanding liabilities relating to

(18,500)

finance leases (Principal) (10,000)
- Other payments for financing activities 6,405 4,161
Net cash outflow from financing activities (12,095) (5,839)
Net decrease in cash and cash equivalents 4,701 (106)
Cash and cash equivalents at the beginning of the reporting period (9,012) (8,906)
Cash and cash equivalents at the end of the reporting period (4,311) (9,012)
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Note 1 - Investment Property

The following items of income and expenditure have been accounted for in the
Financing and Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement:

31 March '24 31 March '23
£000 £000
East Herts Millstream East Herts Millstream
District Property District Property Group
Council Investments Ltd Group total  Council Investments Ltd total
Income from investment property (501) (263) (764) (822) (215) (1,037)
Direct expenditure arising from investment property 364 30 394 200 270 470

Note 2 - Debtors and Creditors

The effect of transactions between the Council and its subsidiary Millstream Property
Investments Ltd are eliminated in Group Accounts, therefore debtors and creditors
between these parties have been excluded.

Note 3 - Financial Instruments

IFRS 9 requirement is to consider whether loans are made under market terms,
especially those made between related parties.

During the year Millstream Property Investments Ltd did not receive any loans from it's
parent company East Herts Council. However loans were advanced to Millstream by the
parent company in 2019/20 and 2020/21 but were deemed at below market rate as
there was no interest charged.

31 March '24

£000

Opening balance at 31 March 2023 2,338
Profit or loss for 2023/24 - 128
Closing balance at 31 March 2024 2,210

31 March '23
£000

Opening balance at 31 March 2022
Profit or loss for 2022/23
Capital contribution

Closing balance at 31 March 2023 2,338
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Note 4 - Summary of Financial Position of Subsidiary

Millstream Property Investments Ltd has been consolidated in the group accounts as a 100%
owned subsidiary. The summary of financial position of the company is shown below:

Statement of comprehensive income and expenditure 31 March 2024 31 March 2023
£000 £000

Revenue
Cost of sales (60) (30)
Gross profit
Administrative expenses (66) (51)
Other operating income
Operating profit

Interest payable (148) (190)
Other gains losses (159) 65
Profit/(Loss) on ordinary activities before taxation

Tax on profit/(loss) 43 (3)
Profit/(Loss) and total comprehensive income for the financial year

Statement of financial position 31 March 2024 31 March 2023

£000 £000

Non current assets

Investment properties 5,507 5,666

Current assets

Trade debtor 3 2

Cash and Cash equivalents 93 68

Total Assets 5,603 5,736

Current liabilities

Trade creditor 225 196

Non current liabilities

Loans 3,097 3,089

Provision for liabilities 71 114

Net Assets/Liabilities 2,210 2,337

Equity

Share capital 1,656 1,656

Retained earnings 554 682

Total equity 2,210 2,338
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GLOSSARY OF FINANCIAL TERMS

Accounting Policies
Those principles, bases, conventions, rules and practices applied by the Council that specify how
the effects of transactions and other events are to be reflected in its financial statements through:
- Recognising;
- Measuring bases;
- Presenting.
Accruals
Accruals The concept that Income & Expenditure are recognised as they are earned or incurred,
not as money is received or paid.
Accumulated Absences
Accumulated Absences Holiday entitlements (or any form of leave such as time off in lieu) earned
by employees but not taken before the year end which can be carried forward into the following
year.

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
- the actuarial assumptions have changed

Amortisation

The term used to refer to the charging of the value of a transaction or asset (usually related to
intangible fixed assets) to the Income and Expenditure Account over a period of time, reflecting
the value to the authority; similar to the depreciation charge for tangible fixed assets.

Asset

An item having value measurable in monetary terms. Assets can either be defined as fixed or
current. A fixed asset has use and value for more than one year whereas a current asset ( eg
stocks or short term debtors) can readily be converted into cash.

Capital Expenditure

Capital Expenditure Expenditure on the acquisition of a fixed asset or works which have a long
term value to the Council, either directly to the Council or indirectly in the form of grants to other
bodies.

Capital Financing Requirement
It measures an authority's underlying need to borrow or finance by other long term liabilities for a
capital purpose.

Capital Receipts

The proceeds from the disposal of land and other assets. Proportions of capital receipts can be
used to finance new capital expenditure, within rules set down by government, but they cannot be
used for revenue purposes.

CIPFA

CIPFA Chartered Institute of Public Finance and Accountancy. The principal accountancy body
dealing with local government finance.
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Code of Practice on Local Authority Accounting (The Code)
Code of Practice on Local Authority Accounting sets out the arrangements required to be followed
in the Statement of Accounts. It constitutes 'proper accounting practice' and is recognised as such

by statute.
Community Assets

Assets that a local authority intends to hold indefinitely, that have no determinable useful life, and
that may have restrictions on their disposal. Examples of community assets are parks and historic
buildings.

Consistency

The principle that the accounting treatment of like items within an accounting period and from one
period to the next is the same.

Contingent Asset

A contingent asset is a possible asset arising from past events whose existence will be confirmed
only by the occurrence of one or more uncertain events not wholly within the Council's control.

Contingent Liability

A contingent liability is a possible liability arising from past events whose existence will be
confirmed only by the occurrence of one or more uncertain events not wholly within the local
authority's control.

Creditor
An amount owed by the Council for work done, goods received, or services provided within the
accounting period and for which payments has not been made at the Balance Sheet date.

Current Service Cost (Pensions)

The increase in liabilities as a result of years of service earned this year.

Curtailment

For a defined benefit scheme, an event that reduces the expected years of future service of present
employees or reduces for a number of employees the accrual of defined benefits for some or all of

their future service.
Curtailments include:

- Termination of employees' services earlier than expected, for example as a result of
closing a factory or discontinuing a segment of a business;

- Termination of, or amendment to the terms of, a defined benefit scheme so that some or
all future service by current employees will no longer qualify for benefits or will qualify only
for reduced benefits.

Debtor

Sums of money due to the Council but not yet received at the Balance Sheet date.

Deficit

An excess of expenditure over income (or liabilities over assets).

Defined Benefit Scheme

A pension or other retirement benefit scheme other than a defined contribution scheme. Usually,
the scheme rules define the benefits independently of the contributions payable, and the benefits
are not directly related to the investments of the scheme. The scheme may be funded or unfunded
(including notionally funded).
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Depreciation

Charges reflecting the decline in the value (not cost) of assets as a result of their usage or ageing.
DEFRA

Department for Environment, Food and Rural Affairs.

DWP

Department for Work & Pensions.

Expected Rate of Return on Pensions Assets

For a funded defined benefit scheme, the average rate of return, including both income and
changes in fair value but net of scheme expenses, expected over the remaining life of the related

obligation on the actual assets held by the scheme.
Earmarked reserve

These are funds that are set aside for a specific purpose, or a particular service, or type of service.

Financial Instruments

Any document with monetary value. For example, securities such as bonds and stocks which have
value and may be traded in exchange for money.

Finance Lease

A lease that transfers substantially all of the risks and rewards of ownership of a fixed asset to the

lessee.
Government Grants

Assistance by government and inter-government agencies and similar bodies, whether local,
national or international, towards either revenue or capital expenditure incurred in providing local

services.
International Financial Reporting Standards

International Financial Reporting Standards cover specific aspects of accounting practice and set
out the correct accounting treatment. Compliance with them is mandatory.

Impairment

This is a reduction in value of a fixed asset as shown in the balance sheet to reflect its true value

Infrastructure Assets
Expenditure on works of construction or improvement but which have no tangible value, such as

construction or improvement to highways and footpaths.
Intangible Asset

Non-financial fixed assets that do not have physical substance but are identifiable and are
controlled by the authority though custom or legal rights e.g. computer software.

Interest Cost (pensions)
For a defined benefit scheme, the expected increase during the period in the present value of the
scheme liabilities because the benefits are one period closer to settlement.
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Investments (non-pensions fund)

A long term investment is one that is intended to be held for use on a continuing basis in the
activities of the Council. Investments should be so classified only where an intention to hold the
investment for the long term can clearly be demonstrated or where there are restrictions as to the
investor's ability to dispose of the investment.

Investments, other than those in relation to the pension fund, that do not meet the above criteria
should be classified as current assets.

Investment properties

Property that is used solely to earn rentals and/or for capital appreciation.

LAA

Local Area Agreement.
Liquid resources

Current asset investments that are readily disposal by the authority without disrupting its business.

MHCLG

Ministry of Housing, Communities and Local Government (formerly DCLG - Department for
Communities and Local Government).

MTFP

Medium Term Financial Plan.

NDR

Non Domestic Rates.

Operating Lease

A lease whereby the ownership of the fixed asset remains with the lessor.

Past Service Cost

The increase / decrease in liabilities arising from current year decisions whose effect relates to years
of service earned in earlier years.

Revenue Expenditure

The day to day running costs incurred by the Council in providing its services.

REFCUS (Revenue Expenditure Funded from Capital Under Statute)

Capital expenditure which is allowable under statute to be funded from capital resources but which
does not fall within the definition of a fixed asset. An example is a grant made to another party to
finance capital investment.

Surplus

An excess of income over expenditure (or assets over liabilities)
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Statement of Responsibilities for the Statement of

Account

The Authority’'s Responsibilities

The Authority is required:

* To 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 Chief Financial Officer;

* To manage its affairs to secure economic,
efficient and effective use of resources and
safeguard its assets;

* To approve the Statement of Accounts.

EAST HERTFORDSHIRE DISTRICT COUNCIL

Certificate of Responsible Finance Officer

The Chief Financial Officers’ Responsibilities

The Chief Financial Officer 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 Chief
Financial Officer has:

* Selected suitable accounting policies and then
applied them consistently;

* Make judgements and estimates that were
reasonable and prudent;

« Complied with the local authority Code.

The Chief Financial Officer has also:

* Kept proper accounting records which were up to
date;

* Taken reasonable steps for the prevention and
detection of fraud and other irregularities.

| certify that this Statement of Accounts presents a true and fair view of the financial position of the
Authority at the reporting date and its income and expenditure for the year ended 31 March 2024.

Brian Moldon

Date 29/04/2025

Head of Strategic Finance and Section 151 Officer

East Hertfordshire District Council

Councillior Martin Adams

Date

Chairman of Audit and Governance Committee
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Independent Auditor’s Report to the members of East Hertfordshire District Council

Report on the audit of the financial statements

Disclaimer of opinion on the financial statements

We were appointed to audit the financial statements of East Hertfordshire District Council (the ‘Council’) and its
subsidiaries (the ‘Group’) for the year ended 31 March 2024, which comprise the Movement in Reserves Statement, the
Comprehensive Income and Expenditure Statement, the Balance Sheet, the Cash Flow Statement, the Collection Fund
Statement, the Group Movement in Reserves Statement, the Group Comprehensive Income and Expenditure Statement,
the Group Balance Sheet, the Group Cash Flow Statement and notes to the financial statements, including accounting
policies and other information. The financial reporting framework that has been applied in their preparation is applicable
law and UK adopted international accounting standards, as interpreted and adapted by the CIPFA/LASAAC Code of
practice on local authority accounting in the United Kingdom 2023/24.

We do not express an opinion on the financial statements of the Council or the Group. Due to the significance of the
matter described in the ‘Basis for disclaimer of opinion’ section of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these financial statements.

Basis for disclaimer of opinion

On 30 September 2024 the Accounts and Audit (Amendment) Regulations 2024 (‘The Amendment Regulations’) came
into force. The Amendment Regulations require the Council to publish its Accountability Statements, which include the
financial statements and auditor’s opinion, by certain specified dates (‘the backstop dates’), which have been put in law
with the purpose of clearing the backlog of historical financial statements in English local government. The specified
backstop dates include:

o 28 February 2025 for the Accountability Statements for 2023/24; and

o 13 December 2024 for any outstanding Accountability Statements for prior years.

The Council published its outstanding Accountability Statements for 2021/22 and 2022/23 on 23 April 2025, after the
required backstop date. However, these Accountability Statements all included a disclaimer of opinion issued by the
Council’s predecessor auditor.

The latest date on which unaudited Accountability Statements could be published for 2023/24 to enable local elector rights
to be met in time for the 2023/24 backstop was 16 January 2025. The Council did not publish its 2023/24 unaudited
Accountability Statements until 30 April 2025. This late publication impeded our ability to obtain sufficient appropriate
evidence upon which to form an opinion on the financial statements for 2023/24 and to rebuild the missing assurance
arising from the disclaimer of opinions for the previous two financial years. There has been insufficient time for us to
perform all necessary audit procedures. We have therefore issued a disclaimer of opinion. This will enable the Council to
comply with the requirement in The Amendment Regulations to publish its audited financial statements for the year ended
31 March 2024 as soon as reasonably practicable after the backstop date.

Opinion on other matters required by the Code of Audit Practice

The Council is responsible for the other information. The other information comprises the information included in the
Statement of Accounts and Annual Governance Statement, other than the financial statements and our auditor’s report
thereon.

Under the Code of Audit Practice published by the National Audit Office in November 2024 on behalf of the Comptroller
and Auditor General (the “Code of Audit Practice”) we are required to consider, based on the work undertaken in the
course of the audit of the financial statements, whether the other information published together with the audited financial
statements in the Statement of Accounts for the financial year for which the financial statements are prepared is consistent
with the financial statements.

Because of the significance of the matters described in the ‘Basis for disclaimer of opinion’ section of our report, we have
been unable to form an opinion whether the other information published together with the financial statements in the
Statement of Accounts and Annual Governance Statement, for the financial year for which the financial statements are
prepared is consistent with the financial statements.
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Matters on which we are required to report by exception under the Code of Audit Practice

Under the Code of Audit Practice we are also required to consider whether the Annual Governance Statement does not
comply with ‘delivering good governance in Local Government Framework 2016 Edition’ published by CIPFA and
SOLACE, or is misleading or inconsistent with information of which we are aware from our audit. We are not required to
consider whether the Annual Governance Statement addresses all risks and controls or that risks are satisfactorily
addressed by internal controls.

Because of the significance of the matter described in the ‘Basis for disclaimer of opinion’ section of our report, we have
been unable to consider the form and content of the Annual Governance Statement.

Responsibilities of the Council and the Head of Strategic Finance and Section 151 Officer

As explained in the Statement of responsibilities, the Council is required to 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 Strategic Finance and Section 151 Officer. The Head of Strategic
Finance and Section 151 Officer is responsible for the preparation of the Council’s Statement of Accounts, which includes
the financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of practice on local
authority accounting in the United Kingdom 2023/24, for being satisfied that they give a true and fair view, and for such
internal control as the Head of Strategic Finance and Section 151 Officer determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Head of Strategic Finance and Section 151 Officer is responsible for assessing
the Council’s and Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless there is an intention by government to cease the
provision of the services provided by the Council. The Head of Strategic Finance and Section 151 Officer is required to
comply with the requirements set out in the CIPFA/LASAAC Code of practice on local authority accounting in the United
Kingdom 2023/24.

Auditor’s responsibilities for the audit of the financial statements

Our responsibility is to conduct an audit of the Council’s and the Group’s financial statements in accordance with
International Standards on Auditing (UK) and to issue an auditor’s report. However, because of the matter described in the
‘Basis for disclaimer of opinion’ section of our report, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on the financial statements. In reaching this judgement we have complied with the
requirements of the Code of Audit Practice and have had regard to the Local Audit Reset and Recovery Implementation
Guidance published by the National Audit Office and endorsed by the Financial Reporting Council.

We are independent of the Council and Group in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. The audit was defective in its
ability to detect irregularities, including fraud, on the basis that we were unable to obtain sufficient appropriate audit
evidence due to the matter described in the ‘Basis for disclaimer of opinion’ section of our report.

Report on other legal and regulatory matters

Reports in the public interest or use of other statutory powers

Under the Code of Audit Practice, we are required to report to you if, in the course of or at the conclusion of the audit, we:
e issue a report in the public interest under Section 24 of the Local Audit and Accountability Act 2014;
e make a written recommendation to the Council under section 24 of the Local Audit and Accountability Act 2014;
¢ make an application to the court for a declaration that an item of account is contrary to law under Section 28 of
the Local Audit and Accountability Act 2014;
e issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014; or
e make an application for judicial review under Section 31 of the Local Audit and Accountability Act 2014.

We have nothing to report in respect of the above matters.
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Report on the Council’s arrangements for securing economy, efficiency and effectiveness in its use of
resources

Under the Code of Audit Practice we are required to report to you if, in our opinion, we have not been able to satisfy
ourselves that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources for the year ended 31 March 2024.

We have nothing to report in this respect except on 30 September 2025 we reported to the Council significant weaknesses
in its governance arrangements in respect of how the council ensures effective processes and systems are in place to
support its statutory financial reporting requirements. The significant weaknesses reported are as follows:

e The Council did not publish its 2023/24 draft financial statements by 31 May 2024 as required by the Accounts
and Audit Regulations 2015. This was the third year the publication date was not met. The draft 2021/22 financial
statements were published on 12 December 2023, the draft 2022/23 statements on 6 November 2024 and the
draft 2023/24 statements on 30 April 2025.

e The Council did not publish a notice stating that it had been unable to publish the 2023/24 draft statement of
accounts, nor did it provide the reasons for the delay.

e The Council has not been able to adequately support the external audit process. Capacity issues within the
finance team led to delays in receipt of information to support the audit. The Council has not been able to provide
timely, sufficient and appropriate audit evidence to support the external audit.

We recommended that the Council:

e conduct a comprehensive review of the finance function workflow to identify bottlenecks in the flow of information
and the completion of key finance tasks and use the findings to redefine roles and responsibilities within the
finance team, ensuring an equitable distribution of workload and preventing any single individual from being
overburdened;

e implement a thorough review of the quality assurance process for draft accounts and underlying workpapers.
Establish clear timelines for the closedown process, ensuring appropriate segregation of duties between those
preparing and those reviewing the draft accounts and workpapers. Monitor adherence to this process and report
performance to the Audit and Governance Committee;

e re-assess roles, responsibilities and resource requirements for financial reporting across the Council, including an
assessment of the support required from other functions within the organisation for the financial reporting function
to meet its objectives and to restore timely financial reporting in accordance with the requirements of the
Accounts and Audit (Amendment) Regulations 2024;

e restructure the finance team such that there is sufficient capacity to facilitate annual external audit reviews and
the building back of assurance over the disclaimed audit years.

Responsibilities of the Council

As explained in the Statement of responsibilities, the Council is required to manage its affairs to secure economic, efficient
and effective use of resources and safeguard its assets. The Council is responsible for putting in place proper
arrangements for securing economy, efficiency and effectiveness in its use of resources, to ensure proper stewardship
and governance, and to review regularly the adequacy and effectiveness of these arrangements.

Auditor’s responsibilities for the review of the Council’s arrangements for securing economy, efficiency and
effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be satisfied that the Council has
made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. We are not required
to consider, nor have we considered, whether all aspects of the Council’s arrangements for securing economy, efficiency
and effectiveness in its use of resources are operating effectively.

We have undertaken our review in accordance with the Code of Audit Practice, having regard to the guidance issued by
the Comptroller and Auditor General in November 2024. This guidance sets out the arrangements that fall within the scope
of ‘proper arrangements.” When reporting on these arrangements, the Code of Audit Practice requires auditors to structure
their commentary on arrangements under three specified reporting criteria:

e Financial sustainability: how the Council plans and manages its resources to ensure it can continue to deliver its
services;

e Governance: how the Council ensures that it makes informed decisions and properly manages its risks; and

¢ Improving economy, efficiency and effectiveness: how the Council uses information about its costs and
performance to improve the way it manages and delivers its services.
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We have documented our understanding of the arrangements the Council has in place for each of these three specified
reporting criteria, gathering sufficient evidence to support our risk assessment and commentary included in our Auditor’s
Annual Report. In undertaking our work, we have considered whether there is evidence to suggest that there are
significant weaknesses in arrangements.

Certificate of completion of the audit

We certify that we have completed the audit of the financial statements of East Hertfordshire District Council for the year
ended 31 March 2024 in accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code of
Audit Practice (“the Code”).

Use of our report

This report is made solely to the members of the Council, as a body, in accordance with Part 5 of the Local Audit and
Accountability Act 2014. Our audit work has been undertaken so that we might state to the Council’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Council and the members of the Council as a
body, for our audit work, for this report, or for the opinions we have formed.

Xxxxxxx, Key Audit Partner

for and on behalf of Azets Audit Services, Local Auditor
London
Date
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Azets Audit Services
Regis House

45 King William Street
London

EC4R 9AN

30 September 2025

Dear Sirs

East Hertfordshire District Council
Financial Statements for the year ended 31 March 2024

This representation letter is provided in connection with the audit of the financial
statements of East Hertfordshire District Council (the “Council”) and group for the
year ended 31 March 2024

| confirm that to the best of my knowledge and belief having made such inquiries as |
considered necessary for the purpose of appropriately informing myself:

Financial Statements
i. | have fulfilled my responsibilities as Section 151 Officer for the preparation

of the Council’s and group’s financial statements in accordance with
applicable law and UK adopted international accounting standards, as
interpreted and adapted by the Code of Practice on Local Authority
Accounting in the United Kingdom 2023/24 (the 2023/24 Code), for being
satisfied that they give a true and fair view and for making accurate
representations to you.

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

iii. The financial statements are free from material misstatements and
misclassifications including omissions.

iv. | have reviewed and approved all audit adjustments made in the financial
statements. Any unadjusted misstatements identified during the audit are
not considered to be material.

V. Prior year adjustments have been made to the financial statements where
required and these are appropriately disclosed in the financial statements.

Vi. | confirm | have considered the impact on the financial position of
unadjusted misstatements brought forward from prior years and | am
satisfied that there are no prior year unadjusted misstatements that not
impact on the current year.
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Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.
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| have reviewed and approved all disclosures made in the financial
statements and | am not aware of any other matters which require
disclosure in order to comply with the requirements of UK adopted
international accounting standards, as interpreted and adapted by the
2023/24 Code.

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 any
regulatory authorities that could have a material effect on the financial
statements in the event of non-compliance.

| acknowledge my responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud and error, and |
believe that | have appropriately fulfilled these responsibilities.

The methods, data and significant assumptions used by us in making
accounting estimates, including those measured at fair value, are
appropriate to achieve recognition, measurement and disclosure that is
reasonable in the context of the applicable financial reporting framework. |
am satisfied that the material judgements used in the preparation of the
financial statements are soundly based, in accordance with the Code and
adequately disclosed in the financial statements.

The Council has satisfactory title to all assets. 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 as at

31 March 2024 reflected in the financial statements.

Except as disclosed in the financial statements:

a. there are no unrecorded liabilities, actual or contingent

b. none of the assets of the Council has been assigned, pledged or
mortgaged

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

Related party relationships and transactions have been appropriately
accounted for and disclosed in accordance with the requirements of
applicable law and accounting standards.

All events subsequent to the date of the financial statements and which
require adjustment or disclosure have been adjusted or disclosed.

Actual or possible litigation and claims have been accounted for and
disclosed in accordance with the requirements of UK adopted international
accounting standards, and as interpreted and adapted by the Code.

| believe that the Council’s financial statements should be prepared on a
going concern basis. | do not expect the Council to demise in its current
organisational form; however, my basis for going concern acknowledges



that if that situation arose the services would be transferred to another
body. I believe that no further disclosures relating to the Council’s ability to
continue as a going concern need to be made in the financial statements.

Information Provided

Vi.

Vii.

viii.

| acknowledge the Council’s legal responsibilities regarding disclosure of
information to you as auditors and confirm that so far as | am aware, there
is no relevant audit information needed by you for the purposes of your
audit of which you are unaware.

On 5 September 2024 parliament approved the Accounts and Audit
(Amendment) Regulations 2024. These Regulations set a publication date
for financial statements in respect of 2023/24 of 28 February 2025. The
new National Audit Office Code of Practice (2024) requires that where
auditors are unable to conclude their work by this statutory backstop date
they should issue either a qualified audit opinion or a disclaimer of opinion.

We have provided you with:

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

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

iii. access to all persons within the Council from whom you determined
it necessary to obtain audit evidence.

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

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

| have disclosed to you all information in relation to known fraud or
suspected fraud that | am aware of and that affects the Council and
involves:
a. management;
b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the financial
statements.

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

| 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.
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iX. | have disclosed to you the identity of the Council’s related parties and all
the related party relationships and transactions of which | am aware.

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

Xi. All transactions undertaken by the Council have been recorded in the

accounting records and are properly reflected in the financial statements.

Management Commentary
xii.  The disclosures within the Narrative Report fairly reflect my understanding
of the Council’s financial and operating performance over the period
covered by the financial statements.

Corporate Governance Statement
xiii. | am satisfied that the Corporate Governance Statement fairly reflects the
Council’s risk assurance and governance framework and | confirm that | am
not aware of any significant risks or weaknesses in governance or internal
control that are not disclosed within the Statement.

Yours faithfully

Name: Brian Moldon

Position: Head of Strategic Finance and Section 151 Officer
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Agenda Iltem 6

East Herts Council Report

Leadership Team Meeting

Date of meeting: Tuesday 23 September 2025

Report by: Brian Moldon, Director of Finance, Risk and Performance
Report title: External Auditors Audit Plan 2024/25

Ward(s) affected: All wards

Summary — The external auditor, Azets will present their Audit Plan Report
2024/25 to the Committee, setting out the planning for the audit of the 2024/25
Statement of Accounts.

RECOMMENDATIONS FOR AUDIT AND GOVERNANCE
COMMITTEE:

a) Receive and make any comments on the external auditor’'s Audit Plan for
2024/25.

1.0 Proposal(s)

1.1 The 2024/25 audit of the statement of accounts will be undertaken
by Azets who are appointed by Public Sector Audit Appointments
Limited. The plan sets out the auditor’s planned work to deliver an
opinion on the 2024/25 statement of accounts, their assessment of
risk and indicative fee levels.

1.2 The report and proposals are the external auditors and whilst
officers are consulted on factual accuracy, they have no ability to

change anything in the report.

1.3 The external auditor’s Audit Plan report for 2024/25 is attached at
Appendix A.

1.4 The scale fee is set by Public Sector Audit Appointments Limited
(PSAA) and for the 2024/25 audit will be £180,854.
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2.0 Background

2.1 The 2023/24 to 2027/28 audits were subject to a competitive
tendering exercise undertaken by PSAA and Azets Audit Services
has been appointed for this period.

2.2 The Government has implemented a mandated deadline for
completing audits, designed to tackle the backlog of uncompleted
financial statement audits. For 2024/25, councils needed to produce
draft Statement of Accounts by 30 June 2025 and statutory backstop
date for local council for completed audits by 27 February 2026.

2.3 The Audit Plan being presented by the external auditor’'s details
how they will go about completing the audit.

3.0 Reason(s)

3.1 The external auditor is required by auditing standards to present
the Committee with their Audit Planning Report.

4.0 Options

4.1 Members can ask questions and make observations to the
external auditor, but they cannot reject the Audit Plan Report.

5.0 Risks

5.1 The delay to the completion of the previous audit, means that it
may affect the council’s audit for 2024/25 and will mean a clean audit
opinion cannot be issued.

6.0 Implications/Consultations
Community Safety

No

Data Protection

No
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Equalities

No

Environmental Sustainability

No

Financial

These are contained in the main body of the report.

Health and Safety
No

Human Resources
No

Human Rights

No

Legal

No

Specific Wards

No

7.0 Background papers, appendices and other relevant material
7.1Appendix A — Audit Plan Report 2024/25

Contact Member
Executive Member for Financial Sustainability

carl.brittain@eastherts.qov.uk

Contact Officer

Brian Moldon, Director for Finance, Risk and
Performance
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Report Author
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brian.moldon@eastherts.qov.uk

Brian Moldon, Alison StreetDirector for Finance,
Risk and Performance, Financial Planning
Manager

brian.moldon@eastherts.qov.uk,

alison.street@eastherts.qov.uk
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Introduction

Adding value through the
audit

All of our clients demand of us a
positive contribution to meeting
their ever-changing business
needs. Our aim is to add value
to the Council through our
external audit work by being
constructive and forward
looking, by identifying areas of
improvement and by
recommending and encouraging
good practice. In this way, we
aim to help the Council promote
improved standards of
governance, better management
and decision making and more
effective use of resources.

TOg abed

Purpose

This audit plan highlights the key elements of our proposed
audit strategy and provides an overview of the planned
scope and timing of the statutory external audit of East
Hertfordshire District Council (‘the Council’) for the year
ended 31 March 2025 for those charged with governance.

The core elements of our work include:

* An audit of the 2024/25 Statement of Accounts for the
Council and its Group; and

* An assessment of the Council’s arrangements for
securing economy, efficiency and effectiveness in its
use of resources (our Value for Money work).

This document also includes our indicative plans for
building back assurance for the Council and its Group over
the coming years following the previous disclaimed audits.

We will conduct our audit in accordance with International
Standards on Auditing (ISAs) (UK), the Local Audit and
Accountability Act 2014 (the ‘Act’), the National Audit Office
Code of Audit Practice and associated guidance. The Code
of Audit Practice sets out what local auditors of relevant
local public bodies are required to do to fulfil their statutory
responsibilities under the Act.

Auditor responsibilities

As auditor we have been appointed to perform an audit, in
accordance with the Local Audit and Accountability Act 2014, the
Code of Audit Practice issued by the National Audit Office and
ISAs UK. Our primary responsibility is to form and express an
independent opinion on the Council’s (and its Group’s) financial
statements, stating whether they provide a true and fair view and
have been prepared properly in accordance with applicable law
and the CIPFA Code of Practice on Local Authority Accounting in
the UK (the ‘CIPFA Code).

We are also required to:

* Report on whether the other information included in the
Statement of Accounts (including the Narrative Report and
Annual Governance Statement) is consistent with the
financial statements;

* Report by exception if the disclosures in the Annual
Governance Statement are incomplete or if the Annual
Governance Statement is misleading or inconsistent with our
knowledge acquired during the audit;

* Report by exception any significant weaknesses identified in
arrangements for securing value for money and a summary
of associated recommendations;

* Report by exception on the use of our other statutory powers
and duties; and

*  Certify completion of our audit.

continued.....
3



dntroduction

I}/)Ve will conduct our audit in
accordance with International
Standards on Auditing (ISAs)
(UK), the Local Audit and
Accountability Act 2014 (the
‘Act’), and the National Audit
Office Code of Audit Practice.
The Code of Audit Practice sets
out what local auditors of
relevant local public bodies are
required to do to fulfil their
statutory responsibilities under
the Act.

This planning letter has been
prepared for the sole use of
those charged with governance
and management and should
not be relied upon by third
parties. No responsibility is
assumed by Azets Audit
Services to third parties.

Auditor responsibilities (....continued)

We will issue our Audit Completion Report and an Auditor’s
Annual Report to the Audit and Governance Committee
setting out the findings from our work.

Under the Act we have a broad range of reporting
responsibilities and powers that are unique to the audit of
local authorities in the United Kingdom. These include:

* Reporting matters in the public interest;

* Making written recommendations to the Council;

* Making an application to the court for a declaration that an
item of account is contrary to law;

* Issuing and advisory notice; or

* Making an application for judicial review.

The Act also requires us to give an elector, or any
representative of the elector, the opportunity to question us
about the accounting records of the Council and consider any
objection made to the accounts.

On completion of our audit work, we will issue an Audit
Completion Report (prior to the approval of the financial
statements), detailing our significant findings and other
matters arising from the audit on the financial statements,
together with an Auditor’s Annual Report including our
commentary on the value for money arrangements.

If, during the course of the audit, we identify any significant
adverse or unexpected findings that we conclude should be
communicated, we will do so on a timely basis, either
informally or in writing.

The audit does not relieve management or the Audit and
Governance Committee of your responsibilities, including
those in relation to the preparation of the financial statements.

Council responsibilities
The Council has responsibility for:

* Preparing financial statements which give a true and fair
view, in accordance with the applicable financial reporting
framework and relevant legislation;

* Preparing and publishing, along with the financial
statements, an annual governance statement and
narrative report;

* Maintaining proper accounting records and preparing
working papers to an acceptable professional standard
that support its financial statements and related reports
disclosures; and

» Ensuring the proper financial stewardship of public funds,
complying with relevant legislation and establishing
effective arrangements for governance, propriety and
regularity.



Audit scope and general approach

This section of our letter sets out the scope and nature of our audit and should be considered in conjunction with the Terms

of Appointment and Statement of Responsibilities issued by Public Sector Audit Appointments Limited (PSAA).

General approach

Our objective when performing an audit is to obtain
reasonable assurance about whether the financial
statements as a whole are free from material
misstatement and to issue an auditor’s report that
includes our auditor’s opinion.

As part of our risk-based audit approach, we will:

€0¢ abed

Perform risk assessment procedures including
updating our understanding of the Council and
its Group, including its environment, the
financial reporting framework and its system of
internal control;

Review the design and implementation of key
internal controls;

Identify and assess the risks of material
misstatement, whether due to fraud or error, at
the financial statement level and the assertion
level for classes of transaction, account
balances and disclosures;

* Design and perform audit procedures
responsive to those risks, to obtain audit
evidence that is sufficient and appropriate to
provide a basis for our opinion; and

* Exercise professional judgment and maintain
professional scepticism throughout the audit
recognising that circumstances may exist that
cause the financial statements to be
materially misstated.

We will undertake a variety of audit procedures
which, in a normal year, are designed to provide
us with sufficient evidence to give us reasonable
assurance that the financial statements are free
from material misstatement, whether caused by
fraud or error. We are unlikely to be able to obtain
sufficient assurance in 2024/25 to reach this
conclusion due to the late production of prior year
accounts and the disclaimers of opinion issued
for 2021/22, 2022/23 and 2023/24 as a result.

Reasonable assurance is a high level of
assurance but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will
always detect a material misstatement when it
exists. Misstatements can arise from fraud or
error and are considered material if,
individually or in the aggregate, they could
reasonably be expected to influence the
economic decisions of users taken on the basis
of these financial statements. The risk of not
detecting a material misstatement resulting
from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or
the override of internal control.

We include an explanation in the auditor’s
report of the extent to which the audit was
capable of detecting irregularities, including
fraud and respective responsibilities for
prevention and detection of fraud.


https://www.psaa.co.uk/managing-audit-quality/terms-of-appointment/terms-of-appointment-and-further-guidance-1-july-2021/
https://www.psaa.co.uk/managing-audit-quality/terms-of-appointment/terms-of-appointment-and-further-guidance-1-july-2021/
https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies/statement-of-responsibilities-of-auditors-and-audited-bodies-from-2023-24-audits/

Audit scope and general approach

o

5
Materiality

We apply the concept of materiality both in
planning and performing the audit and in
evaluating the effect of identified misstatements
on the audit and of uncorrected misstatements.

Judgments about materiality are made in the light
of surrounding circumstances and are affected by
our perception of the financial information needs
of users of the financial statements, and by the
size or nature of a misstatement, or a
combination of both. The basis for our
assessment of materiality for the year is set out
on page 19.

Any identified errors greater than:

£80,000

will be recorded and discussed with you and, if
not adjusted, confirmed as immaterial as part of
your letter of representation to us.

Accounting systems and
internal controls

The purpose of an audit is to express an
opinion on the financial statements. We will
follow a substantive testing approach to gain
audit assurance rather than relying on tests of
controls. As part of our work, we consider
certain internal controls relevant to the
preparation of the financial statements such
that we are able to design appropriate audit
procedures. However, this work does not cover
all internal controls and is not designed for the
purpose of expressing an opinion on the
effectiveness of internal controls. If, as part of
our consideration of internal controls, we
identify significant deficiencies in controls, we
will report these to you in writing.

Specialised skill or knowledge
required to complete the audit
procedures

We will use audit specialists to assist us in our audit
work in the following areas:

* The audit of the actuarial assumptions used in the
calculation of the defined benefit pension
liability/asset; and

* The audit of investment or property valuations
should the need arise during the course of the
audit.

We will consult internally with our Technology Risk

team for them to support the audit team by assessing
the information technology general controls (ITGC) of
your systems, including your general financial ledger.



Audit scope and general approach

Significant changes in the
financial reporting framework

There has been one significant change in the
financial reporting framework this year, including
the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom 2024/25 (the
‘CIPFA Code). The new standard relating to IFRS
16 Leases issued in January 2016 has now been
mandated for implementation from 1 April 2024
within the 2024/25 Code.

Significant changes in the
Council’s and Group’s functions
or activities

There have been no significant changes to the
functions and activities of the Council or its group
structure. We have not been made aware of any
significant changes in the functions or activities of
the other components in the Council’s group.

o))

%ur group audit scope and risk assessment is set
l%mt in Appendix .
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Going concern

Management responsibility

Management is required to make and document
an assessment of whether the Council and group
is a going concern when preparing the financial
statements. The review period should cover at
least 12 months from the date of approval of the
financial statements. Management are also
required to make balanced, proportionate and
clear disclosures about going concern within the
financial statements where material uncertainties
exist in order to give a true and fair view.

Going concern
Auditor responsibility

Under ISA (UK) 570, we are required to consider
the appropriateness of management’s use of the
going concern assumption in the preparation of
the financial statements and consider whether
there are material uncertainties about the Council
and group’s ability to continue as a going concern
that need to be disclosed in the financial
statements.

In assessing going concern, we will consider the
guidance published in the CIPFA Code and
Practice Note 10 (PN10), which focusses on the
anticipated future provision of services in the
public sector rather than the future existence of
the entity itself.



Audit scope and general approach

Related party transactions Additional procedures for the
NAO

The National Audit Office (the ‘NAQ’) issues
group audit instructions which set out additional
audit requirements. We expect the procedures for
this year to be similar to previous years.

ISA 550 requires that the audit process starts
with the audited body providing a list of
related parties to the auditor, including any
entities under common control.

During our initial audit planning you have
informed us of the individuals and entities
that you consider to be related parties.
Please advise us of any changes as and
when they arise.

The NAO audit team for the WGA request us to
undertake specific audit procedures in order to
provide them with additional assurance over the
amounts recorded in WGA schedules. The extent
of these procedures will depend on whether the
Council has been selected by the NAO as a
sampled component for 2024/25. As at the date of
this report, the draft instructions have not yet
been issued by the NAO and the NAO has not yet
confirmed which entities will be sampled
components.

We will seek to comply with the instructions and
report to the NAO in accordance with their
requirements once instructions have been issued.



Building back assurance

Statutory backstop dates and disclaimed audits

Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment)
Regulations 2024”, imposed annual statutory backstop dates up to and including the
2027/28 year of account for the publication by the Council of its final Statement of
Accounts. The Code of Audit Practice specifies that auditors are required to issue
their auditor’s report before these dates, even if planned audit procedures are not
fully complete, so that local government bodies can comply with the statutory
reporting deadline.

This legislation provides the following statutory backstop dates:

* 13 December 2024 Audits from 2015/16 to 2022/23
e 28 February 2025 2023/24 audit
e 28 February 2026 2024/25 audit
* 31 January 2027 2025/26 audit
* 30 November 2027 2026/27 audit
* 30 November 2028 2027/28 audit

The Council has experienced significant delays in the publication of their draft
financial statements and the completion of the associated audits, resulting in the
statutory backstop dates for 2021/22, 2022/23 (13 December 2024) and 2023/24 (28
EUebruary 2025) being missed.

&e Council published their draft 2021/22 financial statements on 11 December
3923, significantly later than the statutory deadline of 31 July 2022. These draft
§counts did not include an Annual Governance Statement (AGS) and the Statement
Responsibilities included in the accounts was from the 2020/21 accounts and
dated 26 October 2020.

The draft 2022/23 financial statements were published on 6 November 2024, significantly
later than the statutory deadline of 31 May 2023. As a result the statutory backstop date
of 13 December 2024 for both the 2021/22 and 2022/23 financial statements was
missed. A disclaimer of opinion for both audit years was issued on 23 April 2025.

The Council published their draft 2023/24 financial statements on 30 April 2025,
significantly later than the statutory deadline of 31 May 2024. This audit remains in
progress. Due to the late publication, and the fact the statutory backstop for 2023/24 (28
February 2025) had already passed when the draft financial statements were published
on 30 April 2025, we anticipate issuing a disclaimer of opinion for 2023/24.

This means, as a consequence of the statutory backstop, the Council’'s accounts will
have been disclaimed for 2021/22, 2022/23 and 2023/24. The previous clean opinion,
where the closing balances were assured by the auditor, was 2020/21. The closing
balances as at 31 March 2021 are therefore our required starting point for building back
assurance.

Building back assurance

Government’s expectation is that auditors and councils build back assurance to enable,
at some point in the future, the return to unmodified (clean) opinions. The recovery period
has been designed to allow auditors to rebuild assurance for balances from disclaimed
years over multiple audit cycles, reducing the risk of the backlog recurring. Because
auditors will need to make prioritisation decisions to issue audit opinions ahead of the
backstop dates, they may not be able to obtain sufficient evidence to support all balances
nor all in-year and comparative expenditure, income, cash flow and reserves movements
within individual audit years.



Building back assurance
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As a firm we have invested considerable resources in developing our overall
response to the disclaimed periods of assurance, the impact this has on our audit
responsibilities and what an indicative build-back plan may involve. Due to the
complexities caused by the disclaiming of previous audits our work has required
greater involvement from senior members of the audit team than would normally be
the case. PSAA has made clear that this additional work is over and above the
annual scale fee.

Our planning takes into account the guidance contained in the Local Audit Reset and

Recovery Implementation Guidance (LARRIG), numbers 01 to 06. LARRIGs are
prepared and published by the National Audit Office (NAO) on behalf of the
Comptroller and Auditor General (C&AG) who has power to issue guidance to
auditors under Schedule 6 paragraph 9 of the Local Audit and Accountability Act
2014 (the Act). LARRIGs are prepared and published with the endorsement of the
Financial Reporting Council (FRC) and are intended to support the reset and
recovery of local audit in England. The guidance in LARRIGs supports auditors in
meeting their requirements under the Act and the Code of Audit Practice published
by the NAO on behalf of the C&AG.

Our planning also takes into account the guidance contained in the FRC’s document
Local Audit Backlog Rebuilding Assurance. Alongside the backlog measures, the
Government has announced its intention to ‘overhaul the local audit system.’ Draft
legislation to effect this was laid before parliament in July 2025 in the English
Devolution and Community Empowerment Bill.

The FRC’s guidance states: “Recovery from the backlog is a shared endeavour between
auditors and local bodies. Accounts preparers have a vital part to play, providing good
quality draft financial statements supported by comprehensive working papers and
supporting evidence to auditors. The success of these proposals relies on both auditors
and accounts preparers working closely together to agree jointly-owned delivery plans for
each year’s audit. Chartered Institute of Public Finance and Accountancy (CIPFA) are
responsible for the production of guidance to support accounts preparers. Audit and
Governance Committees should ensure that they are planning and able to play their full
part in the process.”

Elements of building back assurance, particularly in respect of reserves, were subject to
detailed discussion within a cross-firm working group, also attended by the FRC, known
as ‘the Sandbox'. Statutory guidance was produced by the NAO, endorsed by the FRC,
as a result of the outcome of this working group, in the form of LARRIG 06.

Following the publication of this guidance, we are further developing our implementation
approach and methodology for building back reserves assurance, in compliance with this
statutory guidance.

As part of our work in 2023/24, we began assessing what work, carried out in 2023/24,
can be used to inform the process of rebuilding assurance in future years. Where work
was able to be undertaken in 2023/24, we intend to accrete this work into this and future
audit periods to inform the future building back of assurance. The build-back approach
will require us to apply a process of rebuilding assurance over all financial years for
which disclaimers of opinion have been issued.

As a result of the approach we adopted and work undertaken in 2023/24 we have
developed our understanding of the Council’s systems, processes, controls and
arrangements for the preparation of the financial statements and have gathered
information which may inform the process of rebuilding assurance in this and future

ears.
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https://publications.parliament.uk/pa/bills/cbill/59-01/0283/240283.pdf
https://www.nao.org.uk/wp-content/uploads/2025/06/LARRIG-06.pdf

Building back assurance

We have developed an indicative end-to-end build-back recovery plan for disclaimed

audits. We set out this indicative plan for your Council here.

Our overarching approach

Our approach to your audit from 2024/25 onwards comprises three distinct phases

with the ultimate objective of returning to unmodified opinions in the future.

Planned work Timing Included in
scale fee?

60¢ abed

Undertake the normal ‘in-year’ audit.
This will provide assurance over some
closing balances and in-year movements

Undertake ‘build-back’ testing back to
the last clean opinion for specified
balance sheet items where full
assurance over the closing balance
cannot be obtained without opening
assurance

Undertake work on prior-year
disclaimed CIES entries and reserve
movements back to the last clean
opinion, in line with LARRIG 06.

Annually

Likely
2025/26

Likely
2025/26
and beyond

No — additional
fees apply

No — additional
fees apply

One of the contributing factors to the existing backlog of opinions was insufficient capacity
across audit suppliers and, in some cases, within council finance teams. These capacity
constraints continue. It is therefore not possible to rebuild all assurance within a one-year
period. In terms of the work required under phases 2 and 3 — which could be considerable
— we will discuss with management the appropriate timing and year for such work. For
2024/25 we anticipate there will be sufficient capacity to undertake phase 1 and potentially
some elements of phase 2, with the remainder of the indicative build back plan falling into
future years.

MHCLG has announced their intention to reimburse councils for the additional fees
incurred from audit work required to build back assurance over disclaimed periods. This
funding is conditional upon councils publishing their draft financial statements by the
statutory deadline each year from 2024/25 (30 June annually).

In 2024/25, the Council published their draft financial statements on 27 June 2025, in line
with this deadline. This is the first time in 4 years the Council has met this deadline and is
a significant accomplishment.

Phase 1: the ‘in-year’ audit and accretion of
evidence

In 2024/25 and future years, our ‘in-year’ audit will enable us to reach one of the
conclusions (set out in the table on the next page) for each balance sheet item of account.
This approach is subject to the provision of appropriate and timely evidence which fully
supports the balances in question, and whether our detailed work confirms our
assumptions over which balances can be fully supported independently of the missing
opening assurance:

11



Building back assurance

o

Assurance gained over the closing balance of
the item of account (i.e. closing balance is not
inherently tied to the opening position)

Assurance gained in-year but lack of opening
assurance means the closing balance / full
year balance on CIES cannot be fully assured
and remains disclaimed

Other land and buildings valuation
Investment properties
Investments

Debtors

Creditors

Cash and cash equivalents
Borrowing

Provisions

Property plant and equipment
Pension liabilities (IAS19)
Long term debtors

Long term creditors

Long term lease liabilities

All reserves

The items in the first category will be rolled forward and accreted into future years as part of
the overarching indicative build-back strategy. It will take a minimum of three years for the
items in this first category to be fully assured across three closing balances. At this point, no
retrospective build back should be required for these items of account.

The items in the second category will need further work to obtain full assurance, which form
phases 2 and 3 of the overarching indicative build-back approach.

Phase 2: build-back for specified balance
sheet items where the closing position is
inherently tied to the opening position

These closing balances can only be assured by undertaking work on these
items of account in the disclaimed years, back to the last clean opinion.

We are not, at this stage, proposing to rebuild assurance for historic land and
buildings and IAS19 pension valuations or CIES income and expenditure over
the disclaimed years. This is considered further in Phase 3.

Obtaining full assurance over the pension liability valuation (IAS19) closing
balance will not be possible until the completion of the next triennial valuation.
This is because of missing assurance over the current position dating back to
the previous triennial valuation. The next triennial valuation is due to be
accounted for from 2025/26, and we will undertake work in respect of this in
conjunction with the pension fund auditor during the 2025/26 audit year.

Moreover, the late publication of the 2023/24 accounts, as noted earlier, means
the 2023/24 audit is unlikely to have been completed until September 2025. Thi
is likely to result in a disclaimer of opinion. This means the time available to
obtain significant substantive assurance for the 2024/25 accounts is significantl
limited. The statutory backstop for the 2024/25 accounts is 28 February 2026.

S

y
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Building back assurance

Phase 3: build-back on prior year disclaimed CIES
entries and reserve movements back to the last
clean opinion

The approach to this is set out in the statutory guidance LARRIG 06. This was released
in June 2025. We are currently considering the requirements of this guidance and
developing our approach, methodology and implementation in response. At the highest
level, the guidance requires the following to be undertaken for auditors to establish their
overall strategy:

* Adetailed and substantive risk assessment of the Council and its environment
across the disclaimed period

* Acomprehensive analysis of reserve movements over the full disclaimed period

*  Determination of procedures required to obtain substantive assurance across the
disclaimed period. This is likely to require substantive testing of income and
expenditure transactions across the disclaimed period (beginning 1 April 2021) to
gain assurance over the reserves opening position.

This will enable us to rebuild the assurance over the reserves balances and provide
assurance over the general fund, earmarked reserves and unusable reserves, as well as
over the Council’s Capital Financing Requirement (CFR) and minimum revenue

On 23 April 2025 the predecessor auditor, as part of their conclusion over the 2021/22
and 2022/23 audits, determined there were significant weaknesses in place at the
Council in the Council’s arrangements for the preparation and publication of financial
statements. As a result of the weaknesses identified, they made Statutory
Recommendations under Schedule 7(2) of section 24 of the Local Audit and
Accountability Act 2014 (as amended).

As part of our 2023/24 audit we have considered the Council’s response to these
recommendations. As the recommendations were only raised formally in April 2025 there
had been insufficient time for any of the responses to have been implemented during our
2023/24 work. Accordingly the significant weaknesses remained present during 2023/24
and we concluded accordingly in our Auditor’s Annual Report for 2023/24.

As the Council considered the statutory recommendations at a public meeting, as
required by the Act, we did not re-issue further statutory recommendations as part of our
2023/24 audit but made key recommendations in respect of the significant weaknesses
identified. We have also raised other recommendations for improvement.

The significant weaknesses and recommendations made are summarised in our Audit
Completion Report for 2023/24 and our Auditor’s Annual Report for 2023/24. Both of
these reports will be reported to the Audit and Governance Committee alongside this
audit plan for 2024/25 in September 2025.

-Dorovision (MRP).
Q

QThis is likely to result in significant additional work over the coming years. It is important
the Council has sufficient capacity and resilience to facilitate this work.

112
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thdicative build-back planner

N
. oo . Recovery of Recovery of

Phase 1 Phase 3 Included

Phase 2

Item of account (2025/26 and in scale
(2025/26)
2024/25 2025/26 2027/28 beyond) fee?
Income in-year (fees and charges, taxation, grants, other income) - N/A N/A Yes
Expenditure in-year (payroll, operating expenditure, other expenditure) - Yes Yes Yes N/A N/A Yes
Other land and buildings valuation - Yes Yes Yes N/A N/A Yes
(.Zlosmg balances not mhergntly tied to the openmg balance (/nclud_es Invest.rr{ent properties, Yes Yes Yes N/A N/A Yes
investments, debtors, creditors, cash and cash equivalents, borrowing, provisions)
Pension liabilities (IAS19) (triennial in 2025/26) - Yes Yes Yes N/A N/A Yes
Reserves and reserves movements in-year
. Y Y Y N/A N/A Y

(general fund, earmarked reserves, unusable reserves, CFR, MRP, disclaimed year CIES movements) - es es es / / es
Cash flow statement in-year - Yes Yes Yes N/A N/A Yes
Collection fund in-year - Yes Yes Yes N/A N/A Yes
Cash flow statement and related notes full assurance - Yes Yes Yes N/A N/A Yes
PPE clo.sm.g balances, counclll dwelling closing balances (recovery of additions, disposals, No No No Yes No No
depreciation and other capital movements)
Closing balances inherently tied to fche opening balances \.Nhg_re. prior year recovery is required No No No Yes No No
(Long term debtors, long term creditors, long term lease liabilities)
Collection fund surplus - No No No Yes No No
Reserves and reserves movements full (general fund, earmarked reserves, unusable reserves, CFR,

. . No No No No Yes No
MRP, disclaimed year CIES movements)

14



Indicative assurance over build-back period
e

Phase 2
(2025/26 and
(2025/26)
2024/25 2025/26 2026/27 2027/28 beyond)
Assurance gained over specific balance sheet closing balances which are not inherently tied to the opening Yes Yes Yes N/A N/A
balance (Phase 1)
Assurancg gained over comparator closing balance for specific balance sheet items not inherently tied to Yes Yes N/A N/A
the opening balance (Phase 1b)
Assurance gained over comparator opening balance for specific balance sheet items not inherently tied to
. Yes N/A N/A

the opening balance (Phase 1c)
Assurancg galn.ed over balapce sh.eet balances YVhICh are inherently tied to the opening balance — current N/A N/A N/A N/A Yes N/A
year closing, prior year closing, prior year opening (Phase 2)
Assurance gained over general fund, earmarked reserves, unusable reserves, collection fund surplus (Phase N/A N/A N/A N/A N/A Yes

3)
Full assurance gained for each phase?

YES NO
Is missing assurance pervasive? (phase 1 and 2 (provided also have
obtained only) full phase 1 and 2)

Anticipated opinion

@ditional fee — disclaimer

%ditional fee — build back
N

=
w
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nticipated audit reports by year

ﬂzﬁd

Assurance gained

Closing balances Anticipated

Coon;z:;‘:;or Pensions IAS19 Pensions IAS19 Pensions IAS19 inherently tied audit report

. comparator comparator . Reserves
closing balance . . to the opening
balances closing balance | opening balance balance

Closing Comparator
balances closing balances

2027/28 v

(phase 1 only)

2027/28 *

(phase 1 and 2 only) Y Y Y Y ! ! ! -m
2027/28 *

(phase 1, 2 and 3) \f v Y Y Y Y Y Clean

* Phase 2 (recovery of assurance back to the last clean opinion) and Phase 3 (recovery of general fund and reserves assurance) are planned to be undertaken in 2025/26 (and beyond, for recovery of
income and expenditure assurance during the disclaimed period) should there be sufficient capacity within the finance team to facilitate this work, and subject to agreement of cost for this additional
work. MHCLG has announced their intention to fund councils for the cost of this additional build back work.



Our financial statements audit explained

Dec 2024 - 31 March

Sept 2025

Feb 2025 - By 27 Feb

Jan 2026 2026

From July 2025

Sept 2025 2025

Planning

Period
end: 31
March

Interim

Final accounts

Audit and
Governance

Committee Completion

* Identify changes ¢ Document Regular updates with * Discuss audit * Subsequent * Sign auditor’s
in your business design control management findings with events report
environment and Completion of all Audit and procedures s Issue delayed

* Determine effectiveness audit testing Governance ¢ Management certificate
materiality * Discuss audit Conclude on Committee representation

* Scope the audit plan with Audit significant risk areas letter

* Risk assessment and Governance Report observations * Sign financial

* Planning Committee on other risk areas, statements
meetings with * Early testing .management
management e e The primary responsibility for the prevention and detection of fraud

* Planning NOTE: Planning and interim work was Draft Audit rests with management and those charged with governance,

U requirements delayed due to the late accounts and Cotnplation epert including establishing and maintaining internal controls over the

& checklist to audits in prior years and delayed zl:;i;semz:t reliability of financial reporting, effectiveness and efficiency of

@ management

N .
= Issue audit plan

ol

provision of evidence by the Council
for 2024/25.

operations and compliance with applicable laws and regulations.
As auditors, we obtain reasonable, but not absolute, assurance
that the financial statements as a whole are free from material
misstatement, whether caused by fraud or error.



Brogress to date 2024/25

H
OfPaudit planning for 2024/25 commenced in December 2024. The planning period has been extended due to the delays in the Council receiving the disclaimers of opinion for
2021/22 and 2022/23. The reasons behind this are set out in the predecessor auditor's Audit Completion report, reported to the Audit and Governance Committee on 22 April 2025.
Planning for 2024/25 was further delayed by the late publication of the 2023/24 financial statements, which were published on 30 April 2025. This resulted in delays in the provision of
evidence to support the planning procedures for 2024/25 and as a result our planning time frame and duration of work was extended until September 2025.

As at the date of this report, we are still awaiting the provision of management’s latest going concern assessment. We have also not been provided with management’s assessment to
support its accounting for ‘right of use’ assets under the new International Financial Reporting Standard (IFRS) 16 which became effective for local government from the 2024/25 year.
We have also not, at the date of this report, been provided with the Council’s trial balance to support the draft financial statements published on 30 April 2025.

The extension of the planning time frame and impact of delays caused by the overrunning prior year audits and late publication of prior year financial statements means the cost of
completing our planning work is greater than anticipated. It also means there will be insufficient time to undertake full substantive procedures for the 2024/25 audit in the time available
before the 2024/25 backstop of 28 February 2026.

Whilst we have been able to obtain sufficient evidence, information and response to queries to enable us to produce this indicative audit plan, should the completion of our planning
procedures result in the identification of any new audit risks or additional / alternative procedures, we will communicate these to you in our Audit Completion Report in January 2026.
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Materiality

Whilst our audit procedures are designed to identify misstatements which are material to our audit opinion, we also report to those charged with governance and management any
uncorrected misstatements of lower value errors to the extent that our audit identifies these. Under ISA (UK) 260 we are obliged to report uncorrected omissions or misstatements
other than those which are ‘clearly trivial’ to those charged with governance. ISA (UK) 260 defines ‘clearly trivial’ as matters that are clearly inconsequential, whether taken individually
or in aggregate and whether judged by any quantitative or qualitative criteria.

An omission or misstatement is regarded as material if it would reasonably influence the users of the financial statements. The assessment of what is material is a matter of
professional judgement and is affected by our assessment of the risk profile of the Council and Group and the needs of the users. When planning, we make judgements about the size
of misstatements which we consider to be material, and which provide a basis for determining the nature and extent of our audit procedures. Materiality is revised as our audit
progresses, should we become aware of any information that would have caused us to determine a different amount had we known about it during our planning.

Our assessment, at the planning stage, of materiality for the year ended 31 March 2025 was calculated as follows:

Council Explanation
£000

Overall materiality for the Our initial assessment is based on approximately 2% of gross revenue expenditure as disclosed in the 2024/25 draft
financial statements annual report and accounts. We consider this to be the principal consideration for the users of the financial statements
when assessing financial performance of the Council and Group. The financial statements are considered to be
materially misstated where total errors exceed this value

Performance materiality 964 910 | 60% of materiality (adjusted to take into account the Council component materiality allocation for the group accounts)
Performance materiality is the working level of materiality used throughout the audit. We use performance materiality to
determine the nature, timing and extent of audit procedures carried out. We perform audit procedures on all transactions,
or groups of transactions, and balances that exceed our performance materiality. This means that we perform a greater
level of testing on the areas deemed to be at significant risk of material misstatement. Performance materiality is set at a
value less than overall materiality for the financial statements as a whole to reduce to an appropriately low level the
probability that the aggregate of the uncorrected and undetected misstatements exceed overall materiality.

Tuvial threshold 80 75 | 5% of overall materiality for the Council and group. Trivial misstatements are matters that are clearly inconsequential,
whether taken individually or in aggregate and whether judged by any quantitative or qualitative criteria. Individual errors
above this threshold are communicated to those charged with governance.

|_\
In=didition to the above, we consider any areas for specific lower materiality. We have determined that no specific materiality levels need to be set for this audit.
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Significant risks of material misstatement

gcignificant risks are risks that require special audit consideration and include identified risks of material misstatement that:

* Ourrisk assessment procedures have identified as being close to the upper range of the spectrum of inherent risk due to their nature and a combination of the
likelihood and potential magnitude of misstatement; or

* Are required to be treated as significant risks due to requirements of ISAs (UK), for example in relation to management override of internal controls.

Significant risks at the financial statement level

The table below summarises significant risks of material misstatement identified at the financial statement level. These risks are considered to have a pervasive
impact on the financial statements as a whole and potentially affect many assertions for classes of transaction, account balances and disclosures.

Identified risk Planned audit procedures

Management override of controls - relates to Council and Group Procedures performed to mitigate risks of material misstatement in this area will include:

Auditing Standards require auditors to treat management override of * Documenting our understanding of the journals posting process and evaluating the

controls as a significant risk on all audits. This is because management is design effectiveness of management controls over journals;

in a unique position to perpetrate fraud by manipulating accounting * Analysing the journals listing and determining the criteria for selecting high risk and/or

records and overriding controls that otherwise appear to be operating unusual journals;

effectively. » Testing high risk and/or unusual journals posted during the year and after the draft
accounts stage back to supporting documentation for appropriateness, corroboration

Although the level of risk of management override of controls will vary from and to ensure approval has been undertaken in line with the Council’s journals policy;

entity to entity, the risk is nevertheless present in all entities. + Gaining an understanding of the key accounting estimates and critical judgements
made by management. We will also challenge assumptions and consider for

Specific areas of potential risk including manual journals, management reasonableness and indicators of bias which could result in material misstatement due

estimates and judgements and one-off transactions outside the ordinary to fraud; and

course of the business. « Evaluating the rationale for any changes in accounting policies, estimate or significant
unusual transactions.

Risk of material misstatement: Very High

20



Significant risks of material misstatement

Prior year opinion on the financial statements - relates to Council and Group Procedures performed to mitigate risks of material misstatement in this
area will include:
As a result of the backstops, disclaimer audit opinions were provided on the Council and

group’s 2021/22, 2022/23 and 2023/24 financial statements. + Considering the findings and outcomes of prior year audits and their
impact on the 2024/25 audit;
As a result of prior year disclaimed audit opinions: + Considering the impact on our audit of qualified or disclaimed audit
opinions, particularly regarding opening balances and ‘unaudited’
+ There is limited assurance available over the Council’s opening balances, including those transactions and management judgements made in the previous
balances which involve higher levels of management judgement and more complex years which continue into 2024/25; and
estimation techniques (e.g. defined benefit pension valuations, land and building, council + Considering the impact of any changes in Code requirements for
dwelling and investment property valuations, amongst others); and financial reporting in previous and current audit years.

+ Significant transactions, accounting treatment and management judgements may not have
been subject to audits for one or more years — or at all. This may include management
judgements and accounting treatment in respect of significant or complex schemes or
transactions which came into effect during the qualified or disclaimed period/s.

The absence of prior year assurance raises a significant risk of material misstatement at the
financial statement level that may require additional audit procedures.

Risk of material misstatement (financial statement level): Very high

6T¢ offed
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ignificant risks of material misstatement

§gnificant risks at the assertion level for classes of transaction, account balances and disclosures

The table below summarises significant risks of material misstatement at the assertion level for classes of transaction, account balances and disclosures.

Identified risk Planned audit procedures

Fraud in revenue recognition (rebutted) - Relates to Council and Group Whilst we have rebutted the risk of fraud in income recognition, we will
perform the below procedures based on their value within the financial
Material misstatement due to fraudulent financial reporting relating to revenue recognition is | statements:

a rebuttable presumed risk in ISA (UK) 240.
» Documenting our understanding of the Council’s systems for income to

Having considered the nature of the revenue streams at the Council, we consider that the identify significant classes of transactions, account balances and

risk of fraud in revenue recognition can be rebutted due to the following reasons: disclosures with a risk of material misstatement in the financial
statements;

« there is little opportunity available to manipulate revenue recognition; * Evaluating the Council’s accounting policies for recognition of income

« there is limited incentive to manipulate revenue recognition and expenditure and compliance with the CIPFA Code; and

+ Substantively testing material income streams using analytical

+ the Council’s existing income transactions do not provide a significant opportunity to , : X
procedures and sample testing of transactions recognised for the year.

manipulate income between years in any meaningful way or to adopt aggressive
recognition policies.

Inherent risk of material misstatement (existence and occurrence): Low
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Significant risks of material misstatement

Significant risks at the assertion level for classes of transaction, account balances and disclosures

The table below summarises significant risks of material misstatement at the assertion level for classes of transaction, account balances and disclosures.

Identified risk Planned audit procedures

Fraud in expenditure recognition (rebutted) - relates to Council and Group Whilst we have rebutted the risk of fraud in expenditure recognition, we will
perform the below procedures based on their value within the financial

We have considered Practice Note 10, which comments that for certain public bodies, statements:

the risk of manipulating expenditure could exceed the risk of the manipulation of

revenue. We have therefore also considered the risk of fraud in expenditure at the * Documenting our understanding of the Council’s systems for expenditure

Council, and we are satisfied that this is not a significant risk for the reasons set out to identify significant classes of transactions, account balances and

below: disclosures with a risk of material misstatement in the financial statements;

» Evaluating the Council’'s accounting policies for recognition of expenditure
and compliance with the CIPFA Code;

+ Substantively testing material expenditure streams using analytical
procedures and sample testing of transactions recognised for the year;

 there is little opportunity available to manipulate expenditure recognition;
 there is limited incentive to manipulate expenditure recognition
» the Council’s existing expenditure transactions do not provide a significant opportunity

n
to manipulate income between years in any meaningful way or to adopt aggressive . I?’e(:forming substantive testing on expenditure transactions at and around
recognition policies. the year end to verify the accounting period that the transactions relate to
* significant amount of expenditure is in relation to pay, and and confirm that transactions have been recognised in the correct
* non-pay expenditure reflected in the Council’s financial statements exhibits a accounting period.
straightforward nature, characterised by reduced subjectivity, and there is little
gncentive to management to manipulate expenditure.
Q

@D
Inherent risk of material misstatement (completeness, existence and occurrence):

Pew
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Significant risks of material misstatement

D\

Identified risk

Valuation of other land and buildings and investment property (key accounting
estimate) - relates to Council and Group

Revaluation of other land and buildings and investment property should be performed with
sufficient regularity so that carrying amounts are not materially misstated.

Management engaged the services of a qualified valuer, who is a Regulated Member of the
Royal Institute of Chartered Surveyors (RICS), to undertake these valuations as at 31
March 2025.

The valuations involve a wide range of assumptions and source data and are therefore
sensitive to changes in market conditions. ISAs (UK) 500 and 540 require us to undertake
audit procedures on the use of external expert valuers and the methods, assumptions and
source data underlying the fair value estimates.

These valuations represent a key accounting estimate made by management within the
financial statements due to the size of the values involved, the subjectivity of the
measurements and the sensitive nature of the estimate to changes in key assumptions. We
have therefore identified the valuation of other land and buildings and investment property
as a significant risk.

We will further pinpoint this risk to specific assets, or asset types, on receipt of the draft
financial statements and the year-end updated asset valuations to those assets where the
in-year valuation movements falls outside of our expectations.

Inherent risk of material misstatement (valuation): High

Planned audit procedures

Procedures performed to mitigate risks of material misstatement in this
area will include:

Evaluating management processes and assumptions for the calculation
of the estimate, the instructions issued to the valuation experts and the
scope of their work;

Evaluating the competence, capabilities and objectivity of
management’s valuation expert;

Considering the basis on which the valuations are carried out and
challenging the key assumptions applied;

Evaluating the reasonableness of the valuation movements for assets
revalued during the year, with reference to market data. We will
consider whether we require an auditor’s expert;

For unusual or unexpected valuation movements, testing the
information used by the valuer to ensure it is complete and consistent
with our understanding;

Ensuring revaluations made during the year have been input correctly
to the fixed asset register and the accounting treatment within the
financial statements is correct; and

Evaluating the assumptions made by management for any assets not
revalued during the year and how management are satisfied that these
are not materially different to the current value.
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Significant risks of material misstatement

Valuation of the defined pension fund net liability (key accounting estimate) - Procedures performed to mitigate risks of material misstatement in this area
relates to Council and Group will include:

An actuarial estimate of the net defined pension liability/asset is calculated on an annual
basis under IAS 19 ‘Employee Benefits’, and on a triennial funding basis, by an
independent firm of actuaries with specialist knowledge and experience. The triennial
estimates are based on the most up to date membership data held by the pension fund
and a roll forward approach is used in intervening years, as permitted by the CIPFA
Code.

The calculations involve a number of key assumptions, such as discount rates and
inflation and local factors such as mortality rates and expected pay rises. The estimates
are highly sensitive to changes in these assumptions and the calculation of any asset
ceiling when determining the value of a pension asset. ISAs (UK) 500 and 540 require us
to undertake audit procedures on the use of external experts (the actuary) and the
methods, assumptions and source data underlying the estimates.

This represents a key accounting estimate made by management within the financial
statements due to the size of the values involves, the subjectivity of the measurement
and the sensitive nature of the estimate to changes in key assumptions. We have
I.Berefore identified the valuation of the net pension liability/asset as a significant risk.

Q
‘-8\herent risk of material misstatement (valuation): High

Evaluating managements processes for the calculation of the estimate,
the instructions issued to management’s expert (the actuary) and the
scope of their work;

Evaluating the competence, capabilities and objectivity of the actuary;
Assessing the controls in place to ensure that the data provided to the
actuary by the Council and their pension fund was accurate and
complete;

Evaluating the methods, assumptions and source data used by the
actuary in their valuations, with the support of an auditors’ expert;
Evaluating whether any asset ceiling was appropriately considered (if
applicable) when determining the value of any pension asset included
in the financial statements;

Assessing the impact of any significant differences between the
estimated gross asset valuations included in the financial statements
and the Council’s share of the investment valuations in the audited
pension fund accounts’; and

Ensuring pension valuation movements for the year and related
disclosures have been correctly reflected in the financial statements.

N
N
w
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Significant risks of material misstatement

vcc

Identified risk Planned audit procedures

Incorrect capitalisation of revenue expenditure — relates to Council and Group Procedures performed to mitigate risks of material misstatement in this area
will include:
We have assessed that the risk of misreporting revenue outturn in the financial
statements is most likely to be achieved through: » Obtaining a general ledger breakdown of capital additions in the year,
reconciling this to the Fixed Assets Register and reviewing the general
* Revenue expenditure being inappropriately recognised as capital expenditure at the ledger descriptions to identify whether there are any potential
point it is posted to the general ledger; transactional items that could be revenue in nature;
» Expenditure being inappropriately transferred by journal from revenue to capital codes | « Sample testing additions to property, plant and equipment to ensure they
on the general ledger at the end of the year. have been correctly classified as capital and included at the correct value
in order to identify any revenue items that have been inappropriately
If this were to happen it would have the impact of understating revenue expenditure and capitalised. We review the sample selected against the definition of
overstating property, plant and equipment additions in the financial statements. capital expenditure in IAS 16;
» As part of our journals testing strategy, reviewing unusual journals
In 2024/25, the Council has capitalised £6.8m of capital expenditure. transferring expenditure from revenue to capital codes on the general
ledger at the end of the year.
Inherent risk of material misstatement (classification, valuation): High
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Other risks of material misstatement

Other identified risks

Other identified risks are those which, although not considered to be significant, will require specific consideration during the audit.

Identified risk Planned audit procedures

Procedures performed to mitigate risks in this area will include:

Implementation of IFRS 16 (key accounting estimate) — relates to
Council and group

IFRS 16 was adopted and implemented by local government bodies under
the Code of Audit Practice from 1 April 2024. Under IFRS 16 a lessee is
required to recognise a right of use asset and associated lease liability in its
Balance Sheet. This will result in significant changes to the accounting for
leased assets and the associated disclosures within the financial statements
for the year ended 31 March 2025.

As of 31 March 2024, the council does not have any material operating
leases. Notwithstanding this, the Council will need to consider the impact of
IFRS16 and undertake procedures to identify whether it has any ‘right of use’
assets as defined under the standard.

We are currently waiting for the Council confirmation of the impact for
£024/25. We note that no right of use assets appear to have been accounted

r in the draft financial statements and await management’s assessment of
mow it arrived at this conclusion.

Assessing the appropriateness of the Council’s approach to identification of leases
captured within the scope of IFRS 16, with a particular focus on ensuring
completeness of leases;

Understanding the Council’s systems and processes to capture the data required
to account for right of use (RoU) lease assets and their associated liability in
accordance with IFRS 16;

Reviewing the council’s accounting policies for the year ended 31 March 2025 to
assess whether they reflect the requirements of the new accounting standard;
Assessing the existence, valuation, accuracy and completeness of the right of use
assets and associates lease liabilities, and the related disclosures within the
financial statements.

Evaluating whether RoU assets and lease liabilities have been appropriately
remeasured in line with the requirements of IFRS 16 as set out in the CIPFA
Code.

Gqc
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g)ther risks of material misstatement

N
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Identified risk Planned audit procedures

Minimum revenue provision — relates to Council Procedures performed to mitigate risks of material misstatement in this area will

Linked to the risk of ‘misstatements due to fraud and error’, we consider specific include:

areas where management makes significant judgements that impact charges to
the General Fund balance. Local authorities are required to charge a ‘Minimum
Revenue Provision’ (MRP) to the General Fund in each financial year related to
borrowing. The calculation of this charge is based on the Capital Financing
Requirement. Local authorities have flexibility in how they calculate MRP but need
to ensure the calculation is prudent. In calculating a prudent provision, local
authorities are required to have regard to statutory guidance. There is a risk that
the Council may not been appropriately prudent in its calculation of MRP and/or
not followed the relevant statutory guidance.

» Gaining an understanding of the processes and controls put in place by
management to calculate Minimum revenue provision

» Assessing and reviewing the calculation of the Capital Financing Requirement
to ensure it is appropriate and consistent with other notes in the financial
statements

» Evaluating the appropriateness of the Council’'s MRP policy

» Evaluating whether MRP has been appropriately calculated in accordance with
the revised statutory guidance.

Other material balances and transactions

Under International Standards on Auditing, “irrespective of the assessed risks of material misstatement, the auditor shall design and perform substantive procedures
for each material class of transactions, account balance and disclosure”. All other material balances and transaction streams will therefore be audited. However, the
procedures will not be as extensive as those adopted for the risks identified in this report.
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Value for money

Under the Code of Audit Practice, we must satisfy ourselves that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its
use of resources (referred to here as “Value for Money”, or “VFM”).

NAO Auditor Guidance Note 03 ‘Auditors’ Work on Value for Money Arrangements’ (“AGN 03”) was updated and issued on 14 November 2024 and requires us to
provide an annual commentary on arrangements, which will be published as part of the Auditor’s Annual Report. Such commentary will highlight any significant
weaknesses in arrangements, along with recommendations for improvements.

Auditor’s

Auditor’s

Annual Report

Report Report
Make significant

recommend weaknesses in
ations our auditor’s

Assess
whether
there are Audit
risks of Plan
significant

Undertake
detailed
work

Issue narrative
commentary

report
weakness .

When reporting on such arrangements, the Code of Practice requires us to structure our commentary under three specified reporting criteria:

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

Governance How the body ensures that it makes informed decisions and properly manages its risks

How the body uses information about its costs and performance to improve the way it manages and
delivers its services

improving economy, efficiency and effectiveness

N
N
~
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As part of the planning process, we are required to perform procedures to identify potential risks of significant
weaknesses in the Council’s arrangements to secure VFM through the economic, efficient and effective use of its
resources.

We are required to re-evaluate this risk assessment during the course of the audit and, where appropriate, update our
work to reflect emerging risks or findings that may suggest a significant weakness in arrangements.

Where we identify significant weaknesses in arrangements as part of our work, we are required to make
recommendations setting out:

*  Our judgement on the nature of the weakness identified; _ _
* The evidence on which our view is based; Fma_anclgl_
* The impact on the local body; and Sustainability

The action the body needs to take to address the weakness.

VFM
reporting
criteria
Improving
Economy,
Governance Efficiency
and

Effectiveness
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Value for Money

Risks of significant weakness in VFM arrangements

We have carried out an initial risk assessment to identify any risks of significant weakness in respect of the three specific areas of proper arrangements using the
guidance contained in AGN 03. A significant weakness is a risk requiring audit consideration and procedures to address the likelihood that proper arrangements are not in
place at the body to deliver value for money.

We will re-evaluate this risk assessment during the course of the audit and, where appropriate, update our work to reflect emerging risks or findings that may suggest a
significant weakness in arrangements.

When considering the Council’s arrangements, we will have regard to the three reporting criteria set out in AGNO3, as well as performing additional work in the areas
identified below which are the potential areas of significant weaknesses we have identified at the planning stage.

Criteria Potential risk of significant Our risk-based procedures and evaluation approach includes (but is not limited to)

weakness

Financial sustainability None identified We have not identified any risks of significant weakness at this stage. However, there are financial risks present
which, if not managed effectively over the short term, could introduce significant weakness in future years. The
scale of savings required to continue to set a balanced budget and maintain reserves at an appropriate level does
however significantly increase in future years. The Council is cognisant of the fact it will need to respond in full to
the recommendations set out in the Finance Peer Review from 2024, strengthen the arrangements in place to
monitor, deliver and report on savings requirements and ensure the reserves strategy is fully aligned with financial
risk. We reported these issues in our Auditor’'s Annual Report in 2023/24 and will follow up on the
recommendations raised from the prior year.

Governance Yes Risk of significant weaknesses identified in the arrangements to support financial reporting requirements
Improving economy, None identified We have not at this stage identified any risks of significant weakness that require specific audit procedures.
fficiency and However, there are risks present which, if not managed effectively, could introduce significant weakness in future
ffectiveness years, particularly in relation to future capital programmes and asset disposals. We reported these issues in our
.8 Auditor’'s Annual Report in 2023/24 and will follow up on the recommendations raised from the prior year.
PO

N
Weaknesses or risks identified by auditors are only those which have come to their attention during their normal audit work in accordance with the Code of Audit
Practice and may not be all that exist. 31



Audit team and logistics

& Our expectations and requirements
Your audit team

For us to be able to deliver the audit in line with the agreed fee and timetable,
we require the following:

Role Name Contact details
Key Audit Partner Paul Grady Paul.Grady@azets.co.uk + Draft financial statements to be produced to a good quality by the deadlines
you have agreed with us. These should be complete including all notes, the
Engagement Manager | Martha Charima Martha.Charima@azets.co.uk Narrative Statement and the Annual Governance Statement;
: » The provision of good quality working papers at the same time as the draft
In-charge auditor Owen Jones Owen.Jones@azets.co.uk financial statements. These will be discussed with you in advance to ensure
clarity over our expectations;
. » The provision of agreed data reports at the start of the audit, fully reconciled
Timetable t . > . ed
o the values in the accounts, to facilitate our selection of samples for testing;
« Ensuring staff are available and on site (as agreed) during the period of the
Event Date audit;
. . Dec 2024 to Sept + Prompt and sufficient responses to audit queries within two working days
Planning and risk assessment 2025 (unless otherwise agreed) to minimise delays.

Reporting of plan to Audit and Governance Committee Sept 2025

— The audit process is underpinned by effective project management to ensure
Publication of draft accounts 30 June 2025 that we co-ordinate and apply our resources efficiently to meet your deadlines. It
is therefore essential that the audit team and the Council’s finance team work

Year end audit From July 2025 closely together to achieve this timetable.
Auditor’s Annual Report (AAR) Nov 2025

Reporting of Audit (ISA260) Feb 2026

Target date of approval of accounts Feb 2026

Accounts publication deadline (as specified in the Accounts 27 Eeb 2026

and Audit (Amendment) Regulations 2024)
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Independence, objectivity and other services provided

Auditor independence

We confirm that we comply with the Financial Reporting Council’s (FRC) Ethical Standard and are able to issue an objective opinion on the financial statements. We
have also complied with the NAOs Auditor Guidance Note 01, issued in September 2022, which contains supplementary guidance on ethical requirements for auditors of
local public bodies. We have considered our integrity, independence and objectivity in respect of audit services provided and we do not believe that there are any
significant threats or matters which should be bought to your attention.

Other services

We have detailed in the table below any other services provided to the Council (and the Group), the threats to our independence these present and the safeguards we

have put in place to mitigate these threats.

Provided to

Safeguards to mitigate threats to independence

Audit related: Council
Certification of Housing
Benefit Assurance Process
(HBAP) claim (2024/25)

rezobed

£28,000
plus per
diem rate
for
additional
work
required.

Self-interest: Given this is likely to be a recurring fee, we consider a threat present. However, the
fee is not significant to Azets Audit Services or East Hertfordshire Borough Council. The fee is fixed
(apart from an additional £2,000 for each additional 40+ workbook) and not contingent in nature.

Self-review: Whilst housing benefit revenue and expenditure streams are within the financial
statements, we do not complete the claim form. The focus of our work is solely testing the data in
the claim form prepared by the management.

Management: As above, the claim form is completed by management and any adjustments or
amendments identified to the form during the certification work are discussed and agreed by
management prior to submission of the certification report.

We therefore consider these risks sufficiently mitigated.
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Fees

I%AA set a fee scale for each audit that assumes the audited body has sound
devernance arrangements in place, has been operating effectively throughout the
year, prepares comprehensive and accurate draft accounts and meets the agreed
timetable for audit. This fee scale is reviewed by PSAA each year and adjusted, if
necessary, based on auditors’ experience, new requirements, or significant changes
to the audited body. The fee may be varied above the fee scale to reflect the
circumstances and local risks within the audited body.

Our estimated fee (excluding VAT) is as follows. This fee is estimated based on our
understanding at this point in time and may be subject to change. Our planned fee is
on the basis that our expectations set out on pages 4 and 32 are met.

It is our policy to bill for overruns or scope extensions e.g., where we have incurred delays,
deliverables have been late or of poor quality, where key personnel have not been

available, or we have been asked to do extra work.

Our policy is to raise fees to account at appropriate stages of the audit in line with specified
milestones set out by PSAA. All fee variations are subject to determination by PSAA.

The approximate total fees charged to the Council and group for the provision of services

in 2024/25 is as follows:

2024/25 . 2024/25
£ Audit fee £

Scale fee: base fee for the audit of the Council and Group’s 180,854 Audit of the Council (as above) 180,854
financial statements (as set out in the fee scales issued by
PSAA) IFRS 16 TBC
IFRS16: work needed to audit the new standard. PSAA have TBC — - : —
confirmed this work is not included in the above scale fee Certification of the HBAP Claim (Excluding additional workbooks) 28,000
Disclaimer work (note 1) TBC Additional certification work on HBAP claim (additional workbooks) TBC
Build back work (note 2) TBC Total fees for the Council TBC
Total audit fee for East Hertfordshire District Council TBC

Note 1: this includes the additional annual work required to consider the disclaimed audits from prior years, development of revised approach for the Council in response to the missing assurance, the production, agreement
and reporting of additional interim progress reports to management and the Audit and Governance Committee, the development and reporting of a revised ‘Audit Completion Report’ for reporting the additional

considerations arising from the disclaimers, the drafting of a disclaimed audit report and the various risk, compliance and technical consultations arising as a result of this unique and unprecedented situation.

Note 2: this includes all work for phases 2 and 3 which require building back assurance to the last clean opinion
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Appendix |: Group audit scope and risk assessment

As Group auditor under ISA (UK) 600 (Revised September 2022) we are required to obtain sufficient appropriate audit evidence regarding the financial information of the
components and the consolidation process to express an opinion on whether the group financial statements are prepared, in all material respects, in accordance with the applicable
financial reporting framework.

The auditing standard for group engagements has been revised, as a result the key changes that you may see reflected in the audit plan are:

* Reuvisions to the definitions of a group and component extend the scope of the ISA to encompass a wider range of group scenarios. This means that a single legal entity could fall
under the scope of the group's ISA based on its internal structure, while multiple legal entities may sometimes be defined as a single component;

* There is increased leadership responsibilities and involvement requirements for the group engagement leader, particularly when component auditors are utilised;

* There is a specific requirement for all component auditors to confirm their ability and willingness to comply with the FRC’s Ethical Standard;

* The analytical/desktop review designation has been removed from the scope of procedures performed over a component in response to risk.

Group audit scope

The Group consists of the following entities:

Nature and extent of further audit
procedures

Component

East Hertfordshire
District Council

Millstream Property

Planned audit approach

Full Scope Full scope statutory audit, as set out in this audit plan.

Specific scope Specific scope procedures to be performed by the group engagement team

Investments Ltd

Full Scope Design and perform further audit procedures on the entire financial information of the component.
Specific Scope Design and perform further audit procedures on one or more classes of transactions, account balances or disclosures.
None No further audit procedures required.

THe risks identified at the Council and group level are set out in this external audit plan. Note that a component may require a statutory audit under UK or overseas
pany law irrespective of whether an audit is required for group reporting purposes. Management should therefore satisfy themselves that all UK and overseas
c@mpany law requirements are adhered to on a company-by-company basis.
N
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A/ AZETS

We are an accounting, tax, audit, advisory and business services group that delivers a personal experience both digitally and at your door.

Accounting | Tax | Audit | Advisory | Technology

hello@azets.co.uk Follow us I 7 ¢ 0 ™
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Agenda Item 7

East Herts Council Report

Audit & Governance
Date of meeting:

Report by: Kirsten Brown/ Lisa Baldock Corporate Procurement
Manager (SLT)

Councillor Carl Brittain— Executive Member for Financial Sustainability
(EXEC)

Report title: Annual Procurement Report

Ward(s) affected: (All Wards);
Summary

An annual report of procurement activities

RECOMMENDATIONS FOR AUDIT AND GOVERNANCE :

a) To consider the report and make comment before it goes forward
to Executive

RECOMMENDATIONS FOR EXECUTIVE

b) to approve delegated authority to the relevant Director to
commence procurement for the forthcoming procurement activities
listed

c) to consider the actions and delivery against the procurement
strategy to date.

d) to consider the activities undertaken by procurement in 2025/26

1.0 Proposal(s)
1.1 To consider the following items:

e Procurement scheduled to be commenced within the next 12
months.

e An update on the actions taken to support the procurement
strategy
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e Procurement and activities taken within the previous 12 months.

2.0 Background

2.1 The Forward plan requires all procurements over a value of
£200k to be approved before procurement commences, otherwise
this can delay the procurement process at a critical time, if approval

not sought sufficiently in advance.

2.2. The following procurements are expected to be commence in
within the next 12 months and request that member approve for the
following projects to be commenced when required within the next 12

months.

Name of Expected Reason for Directorate
project value procurement | responsible
Tree risk £180k - £300k | Current Planning
assessment proposed 3-5 | contract

year contract | expiring
Pantomime £1m total - Current BEAM — This
production over 5 years contract contract will be

expiring income
producing

Temporary £1m pa - Current HR
Staff proposed 3-5 | contract

year contract | expiring
Consultants for | £250k To support Planning — this
planning to team on large | contract would
support large specialist be funded by
infrastructure applications developer
developments contributions
Business £120k -240K | Current Communities -
support in 2-4 year contract Economic
Bishop contract length | expiring Development
Stortford to be

determined
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contract length
to be
deterimined.

and street
scene,
intelligence
suggests may
be better as
stand alone

Name of Expected Reason for Directorate
project value procurement |responsible
Dept Recovery | Concession To bring Rev’s and
agency contract together Ben’s &-
multiple Parking
arrangements
Weedspray £120k -£240k | Longer term Planning
proposed 2 -4 | contract to co
year contract | terminus with
main Grounds
Maintenance
Food and £200k + over 3 | Current call of | BEAM - This
Beverage at years contract contract will be
BEAM expiring income
producing
Car park £150k -250k 3- | Currently part | Parking
Cleaning 5 year of main Waste

2.3 A longer term pipeline covering the following two years of
procurement activity over £200k is has been enclosed as an appendix
to this report. It must be noted that confidence in the composition of
the requirements and the likely values decreases the further into the
future the procurement projects are.

2.4 The procurement strategy was approved in March 2025, which
included an action plan for the Council. Below shows the current
position for each of the outcome deliveries that have commenced.

Delivery

Theme — Outcome

Actions taken

Increase the number
of local, small, and
voluntary suppliers

Contract register published quarterly

Pre-market engagement being undertaken
on more procurement exercises
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used within East Officer training updated
Hertfordshire

Reduce waste New Waste contract has greener fleet
through smarter Air quality monitoring website procured
procurement March 2025

Measure the delivery | Councils updated Social Value policy
of social value adopted May 2025

Measure the delivery | Collaboration being promoted strongly

of contract savings Framework agreements being considered
where appropriate

Provide commercial | Updated training being delivered to
intelligence to ensure | officers

we are achieving
value for money

2.5 The following activities were undertaken in the past year.

a) Procurement strategy produced including updated social value
policy

b) Updated Contract Procedure rules approved

c) Procurement Act 2023 went live February 2025, necessitating
updated templates, guidance for officers and training

d) Support provided for over 20 procurement projects with various
levels of support most intensively for Parking Enforcement Agents
and Electric vehicle charging. Below table shows those with a value

over £200k
Name of Estimated or | Reason for Directorate
project actual value procurement |responsible
Agency £500k — six Current HR
Framework month contract | contract ending
extension extension to
start from oct
25
Warm homes £1.4m - over 3 | New Project— | Community -
years contract funded by grant
awarded Aug
25
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Name of Estimated or | Reason for Directorate
project actual value procurement |responsible
EV chargers £30m - over 15 | New project — | Community
years (est. contract Concession
value to awarded Aug contract
contractor not | 25
EHDC income)
Parking £12m over 6 Current Planning —
Enforcement years Contract ending | contract costs
Agents — contract shared with
awarded Aug WH and SBC
25
Granicus £600k - over Renewal land | Regeneration,
renewal and three years expansion of customer and
expansion service commercial
Contract
awarded Nov
24

3.0 Implications/Consultations

Community Safety

No implications as a result of this report

Data Protection

No implications as a result of this report

Equalities

The Council has committed itself to providing high quality services that

are relevant to the needs and responsive to the views of all sections of
the local community, irrespective of their race, gender, disability, culture,
religion, age, sexual orientation or marital status. The General Equality
Duty (Section 149 of the Equality Act 2010) requires the Council to have
due regard to the need to eliminate discrimination, advance equality of
opportunity and foster good relations in the exercise of its functions.
These considerations are the duty of decision makers.
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Environmental Sustainability
No implications as a result of this report
Financial

It is anticipated that following best practice through the new Procurement
Strategy will improve the Council’s financial standing by adopting value
for money procurement, efficiency gains and the mitigation of risk.

Health and Safety
No implications as a result of this report
Human Resources

As procurement occasionally involves outsourcing of services, workforce
matters involving the transfer of staff in line with the Transfer of
Undertakings (Protection of Employment) Regulations 2006 is an area
that procuring officers may need to consider.

Human Rights

The Council require all contractors to comply fully with the Modern
Slavery Act 2015, wherever it applies, with contract termination as a
potential sanction for non-compliance.

Legal

The Corporate Procurement Strategy 2025-2030 will be reviewed in light
of changes that may arise as a result of updated procurement legislation
passed during the term of this Strategy.

Specific Wards
No
4.0 Background papers, appendices and other relevant material

4.1 Procurement Strategy 2025-2030
4.2 Procurement Pipeline Oct 26- Oct 28

Contact Member Councillor Carl Brittain
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Contact Officer

Report Author

Executive Member for Financial Sustainability

carl.brittain@eastherts.qov.uk

Brian Moldon

Director — Finance, Risk and Performance

Contact Tel. No. extn 2006

brian.molden@eastherts.qov.uk

Kirsten Brown/ Lisa Baldock

Corporate Procurement Manager
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East Hertfordshire District Council

Corporate Procurement Strategy 2025-2030
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Foreword

We have a new Corporate Procurement Strategy for 2025 to 2030 outlining our priorities and how procurement will contribute to our
L.E.A.F Vision and Corporate Priorities.

East Herts Council spent around £50 million on goods, works and services in 2023/2024. We have a duty to provide value for money
for our residents and customers through effective and efficient procurement policies and practices.

It's an exciting time to be launching our strategy as the new Procurement Act 2023 comes into force in February 2025. The new act
reforms the existing procurement rules focussing on cutting red tape and supporting innovation, improving transparency meaning
everyone has access to public procurement data, it also simplifies the process of working with the public sector, supporting more
SMEs to bid for contracts.

This procurement strategy aligns with the Local Government Association’s (LGA’s) National Procurement Strategy that the Council
has been following in recent years and brings the key considerations from this strategy to the forefront. There are links to the Council’s
wider objectives which are highlighted in the five principle foundations of our new strategy. Naturally as our landscape continually
changes, the strategy will be updated periodically to reflect today’s evolving environment.

East Herts Council made a Climate Change Declaration in July 2019 and then further strengthened its position when all Members
unanimously declared a Climate Emergency in July 2023 which amplifies and accelerates efforts to tackle climate change by reducing
greenhouse gas emissions, restoring natural environments and planning for the local impacts of climate change. Many sustainable
and carbon reduction benefits can be achieved through supplier engagement before the procurement process begins. The Council
will work with the market to understand the benefits and opportunities not only for East Herts Council but to society, the local economy
and minimising damage to the environment.

We recognise that procurement has a pivotal role to play in supporting much of what the Council is looking to do. As an organisation
we have a significant level of change during the lifetime of this strategy, and as Executive Member for Financial Sustainability | view
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this as a real opportunity to bring the procurement service and procuring departments along that journey and add value to the Council
and the communities it supports.

Councillor Carl Brittain
Executive Member for Financial Sustainability
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L.E.A.F

Our values, perspectives, and the needs of our community is reflected in our promises and will be central to every procurement
exercise. It is also important for the Council to ensure that the organisations and individuals it does business with have culture and
values that align with the Council’s.

Procurement is a function which works alongside many other areas of the Council. There is a requirement for awareness and
adherence to UK Law and other Council policies and strategies. For example, Health and Safety Acts and regulations, Safeguarding,
Equality and Diversity, Transfer of Undertakings (Protection of Employment) Regulations 2006, Confidentiality and Publicity, Data
Protection, Freedom of Information, the Modern Slavery Act, Anti-terrorism, Anti-Fraud and Corruption, the Social Value Policy, the
Cultural Strategy and the Climate Change Strategy.

East Herts Council will promote effective procurement across the district with a long-term focus on its Vision and Corporate
Priorities based around the four themes below.
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Five Principle Foundations of East Herts Council Procurement

The Procurement Strategy for 2025-2030 is made up of five principle foundations.

Each foundation is a building block 