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For information about the meeting please ask for:
Sophie Crane, Senior Democratic Services Officer
Telephone: 03330 134555
Email: democratic.services@essex.gov.uk

Essex County Council and Committees Information

All Council and Committee Meetings are held in public unless the business is exempt
in accordance with the requirements of the Local Government Act 1972.

Members of the public will be able to view and listen to any items on the agenda
unless the Committee has resolved to exclude the press and public from the meeting
as a result of the likely disclosure of exempt information as defined by Schedule 12A
to the Local Government Act 1972.

ECC Guest Wifi

For members of the public, you can now access free wifi in County Hall.
* Please log in to ‘ECC Guest’

» Follow the instructions on your web browser

Attendance at meetings
Most meetings are held at County Hall, Chelmsford, CM1 1LX. A map and directions
to County Hall can be found on our website

Access to the meeting and reasonable adjustments

County Hall is accessible via ramped access to the building for people with physical
disabilities. The Council Chamber is accessible by lift located on the first and second
floors of County Hall.

Induction loop facilities are available in most Meeting Rooms. If the meeting is taking
place in Committee Room you will need to download the Sennheiser MobileConnect
App from your mobile phone’s app store in order to access a sound enhancement
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service for the hard of hearing. You will need to bring headphones or earbuds to the
meeting with you. Please speak with a member of the Democratic Services Team
before the start of the meeting for assistance in using this service.

Accessing Documents

If you have a need for documents in, large print, Braille, on disk or in alternative
languages and easy read please contact the Democratic Services Officer before the
meeting takes place. For further information about how you can access this meeting,
contact the Senior Democratic Services Officer.

The agenda is also available on the Essex County Council website,
www.essex.gov.uk. .From the Home Page, click on ‘Running the council’, then on
‘How decisions are made’, then ‘council meetings calendar’. Finally, select the
relevant committee from the calendar of meetings.

Livestreaming of meetings

In the interests of improving access to the Council’s meetings, most meetings will be
livestreamed on the ECC Democracy - YouTube Channel. Recordings of the
meetings once they have finished are also available on the Channel.

Should you wish to record the meeting, please contact the officer shown on the
agenda front page.

Pages
1 Membership, apologies, substitutions and 5-5
declarations of interest
2 Minutes and Matters Arising
To approve as a correct record the Minutes/Notes of
the following meetings, and identify any matters arising.
2a Minutes: Audit Governance Standards Committee 25 6-10
Sept 23
2b Notes:Informal Meeting of the Audit Governance 11-13

Standards Committee 18 December 2023
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2020 21 Statement of Accounts (AGS/01/24) 14 - 241
To receive a report from Christine Golding, Chief

Accountant.

2020 21 Audit Completion Report for Essex County 242 - 283
Council (AGS/02/24)

To receive a report from Christine Golding, Chief

Accountant.

2020 21 Audit Completion Report for Essex Pension 284 - 322
Fund (AGS/03/24)

To receive a report from Christine Golding, Chief

Accountant.

Auditor's Annual Report for 2020 21 (AGS/04/24)

To receive a report from Christine Golding, Chief
Accountant. Paper to follow.

Risk Management Strategy (AGS/05/24) 323 - 332

To receive a report from Paula Clowes, Head of
Assurance.

Changes to Internal Audit Plan 2023 24 (AGS/06/24) 333 -334

To receive a report from Paula Clowes, Head of
Assurance.

Work Programme 2024 (AGS/07/24) 335 -337

To receive a report from Paul Turner, Director, Legal
and Assurance.
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10 Date of next meeting

To note that the next scheduled meeting of the
Committee will take place at 10am on Monday 25 March
2024 in Committee Room 1 at County Hall, Chelmsford,
CM1 1QH.

11 Urgent Business

To consider any matter which in the opinion of the
Chairman should be considered in public by reason of
special circumstances (to be specified) as a matter of
urgency.

Exempt Items
(During consideration of these items the meeting is not likely to be open to the press
and public)

The following items of business have not been published on the grounds that they
involve the likely disclosure of exempt information falling within Part | of Schedule 12A
of the Local Government Act 1972. Members are asked to consider whether or not the
press and public should be excluded during the consideration of these items. If so it
will be necessary for the meeting to pass a formal resolution:

That the press and public are excluded from the meeting during the consideration
of the remaining items of business on the grounds that they involve the likely
disclosure of exempt information falling within Schedule 12A to the Local
Government Act 1972, the specific paragraph(s) of Schedule 12A engaged being set
out in the report or appendix relating to that item of business.

12 Urgent Exempt Business

To consider in private any other matter which in the
opinion of the Chairman should be considered by reason
of special circumstances (to be specified) as a matter of
urgency.
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Committee:

Enquiries to:

Agenda item 1

Audit, Governance and Standards

Sophie Crane, Senior Democratic Services Officer

Democratic.services@essex.gov.uk

Membership, Apologies, Substitutions and Declarations of Interest

Recommendations:

To note

1.

2.

Apologies and substitutions

Membership
(Quorum: 3)

Clir Anthony Hedley
Cllr Susan Barker
Clir David King

ClIr Luke Mackenzie
Cllr Aidan McGurran
Clir Anthony McQuiggan
ClIr Mark Platt

ClIr Laureen Shaw
CliIr Chris Siddall
Clir Wendy Stamp
Mr Atta Ul Haque

Named Substitutes
Clir Lewis Barber
Clir Jane Fleming
Clir Mike Mackrory
Clir Jaymey Mclvor
ClIr Lee Scordis

The membership of the committee as shown below.

Declarations of interest to be made by Members in accordance with the
Members' Code of Conduct

Chairman

Vice-Chairman

Vice-Chairman

Independent member (non-voting)

Page 5 of 337


mailto:Democratic.services@essex.gov.uk

The Minutes of the meeting of the Audit, Governance and Standards
Committee, held in Committee Room 1, County Hall, Chelmsford on
Monday 25 September 2023

A YouTube recording of the meeting is to be found online.

Present:

Members of the Committee:

Clir Anthony McQuiggan  Vice Chairman (in the Chair)

CliIr Chris Siddall

Cllr Susan Barker

Clir David King (present other than for the conclusion of item 6)
CllIr Aidan McGurran

ClIr Luke Mackenzie

CllIr Lewis Barber

Mr Atta Ul-Haque Independent Member appointed to the Committee
ECC Officers:

Christine Golding Chief Accountant

Stephanie Mitchener Director, Finance

Paula Clowes Head of Assurance

Paul Turner Director, Legal and Assurance

Sophie Crane Senior Democratic Services Officer

Also present: External Auditors:

Mr David Eagles BDO LLP
Mr Geraint Jones BDO LLP

Welcome and Introduction

Clir Anthony McQuiggan, who chaired the meeting in the absence of Clir Tony
Hedley, welcomed those in attendance.

1.  Membership, Apologies, Substitutions and Declarations of Interest

The report of Membership, Apologies and Declarations was received, and it was
noted that:

e The Membership of the Audit, Governance and Standards Committee was as
shown in the report.

e Apologies had been received from Clir Anthony Hedley (Chairman), Clir Mark
Platt, Clir Wendy Stamp and ClIr Laureen Shaw. ClIr Lewis Barber substituted
for Clir Laureen Shaw. Clir Stamp joined the meeting online from 10.30am.

¢ No declarations of interests were made.
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Clir Anthony McQuiggan reminded Members that any interests must be declared
during the meeting if the need to do so arose.

Minutes and Matters Arising

The minutes of the meeting held on Monday 5 June 2023 were approved as a
correct record. The notes of the informal meeting held on Monday 3 July were
approved as a correct record.

2020/21 Statement of Accounts and Audit

Members received the report (AGS/27/23) from Christine Golding, Chief Accountant
and invited representatives from BDO to explain the reasons for the further delay to
the completion of the 2020/21 audit of the Council, in the light of their previous
assertions that the final audit completion report would be completed for
presentation to the current meeting. Mr David Eagles and Mr Geraint Jones of BDO
gave an explanation regarding the scheduling of the work and sought to assure
members that measures had been put in place to ensure the resourcing and
prioritisation of the 2020/21 audit before Mr Eagles retired from BDO. BDO
anticipated providing the 2020/21 audit completion report to ECC by 13 November
2023.

Members expressed significant frustration at the continued delays and sought
clarification regarding the audit fees that ECC would be charged. Members wished
to explore if and how ECC could be compensated for the additional costs arising
from the situation, given the delays were not caused by ECC.

Mr Eagles confirmed that ECC would only be charged for the hours of work that had
been undertaken, however the volume of work involved had not been anticipated at
the start of the contract period and was due to national factors. The Public Sector
Audit Appointments (PSAA) appointed BDO to the contract and would oversee the
final fees.

Members indicated that it was important that lessons were learned from the
situation to avoid it being repeated in future audit contracts.

Members asked to be kept informed of progress towards the mid-November target
date.

Resolved

That the report was noted.

Proposals to clear the backlog of local audits and embed timely audits

Christine Golding, Chief Accountant introduced the report (AGS/28/23) which
summarised recent proposals from the Minister for Local Government Lee Rowley.
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The main focus of the proposals was an intention to introduce a series of statutory
backstop dates for accounts preparers and auditors to clear the backlog of delayed
audits. It was possible that the backstop dates indicated in the initial proposals
would change depending on the time taken to finalise these arrangements.

Members discussed the national risks associated with the proposed arrangements
and the possible unintended consequences of changing the standards. It was noted
that the intention was to bring focus to current issues and that there was not
sufficient capacity in the external audit market to deal with everything in the national
backlog.

Resolved

That the report was noted.

Risk Management Update and Strategic Risk Register

Paula Clowes, Head of Assurance introduced the report (AGS/29/23) it was the
second time the Committee had received the report in this format. Members
discussed the risks identified in the report and requested that Paula Clowes seek the
following information from the responsible officers, to be circulated to the Committee
by email:

e Further detail regarding the recruitment and retention risk and, where
possible, data comparing ECC with similar organisations.

e An update on the CMA referred to in the narrative of the recruitment and
retention risk.

¢ An analysis to confirm if there was any correlation between working from
home and employee sickness absence.

e An explanation of the reported increase in compliance and governance risks.

e Feedback on the risk rating for the Highways Network, it was agreed this
element would be provided after the Corporate Leadership Meeting on 31
October 2023.

It was clarified that any internal audits undertaken in a service area for which the
Head of Assurance was also responsible were sponsored by another senior manager
to ensure there were no conflicts of interest.

Resolved

That the report was noted.

Internal Audit and Counter Fraud progress reports

Paula Clowes, Head of Assurance introduced the report (AGS/30/23) and noted the
following points in particular covering the period April — August 2023:

e One audit received a No Assurance opinion (Downham School)
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One audit received a Limited Assurance opinion (Absence Management)
Four audits received a Good Assurance opinion

Seven audits received a Satisfactory Assurance (or equivalent) opinion
As at 31 August 2023 there were 13 Major and 60 Moderate
recommendations open. There were no open Critical recommendations

e During this period the work of the Counter Fraud team had resulted in the
recovery of £43,685.84 with a further £92,424 .32 in recovery.

It was noted that the Internal Audit Team would carry out a follow up audit of the
Downham School in early 2024. Members agreed to await the outcome of this work
before inviting the ECC schools finance team to address the Committee regarding
the report.

Resolved
That progress in audit and counter fraud activity was noted.

That the recommended changes to the Internal Audit and Counter Fraud Plan (as
outlined in Appendix A) were approved.

That the responsible officer for Absence Management should address the
Committee regarding the Limited Assurance opinion internal audit report.

Assurance on Procurement and Contract Management

Paul Turner, Director, Legal and Assurance introduced the report (AGS/31/23)
which outlined options for seeking additional assurance on procurement and
contract management processes at ECC. This had been produced at the request of
the Committee at the effectiveness review held earlier in 2023. Members
considered which areas they wished to focus on and how they would ensure that
the assurance work would be distinct from the work of the Scrutiny function.

Resolved

(1) That the Committee would receive a detailed briefing to seek assurance on the
following aspects of the highway contract:

How the council ensures value for money in the highway maintenance service

How task orders are written and designed to ensure value for money is

obtained, generally and with respect to schemes promoted by Local Highways

Panels

c. What processes the council has to ensure that the Council is not being
charged for repeat works if repairs have failed.

1. What internal controls and checks are in place to ensure that the
contractor is charging for agreed work at agreed rates within the task
orders issued to the contractor

d. What learning from the current contract will be taken forward into the
procurement of a new service.

oo
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(2) That the Committee agreed the proposed approach set out in paragraph 3.4 of
the report (AGS/31/23).

Work Programme

Paul Turner, Director, Legal and Assurance, introduced the work programme
(AGS/32/23) and explained that it had been prepared in a new format. In part one
items which ECC was responsible for were scheduled against particular Committee
dates. Part two listed the unscheduled items which were due from the external
auditor, BDO. Members discussed the assertion from BDO that the 2020/21
accounts audit completion report could be provided by mid-November 2023 and
therefore potentially reported to Committee on 27 November 2023 if an additional
meeting was scheduled.

Resolved

That the Work Programme (AGS/32/23) was noted.

That an additional Committee meeting would be scheduled for Monday 27
November 2023.

Date of next Meeting

It was noted that the next meetings had been scheduled for 18 December 2023, 25

March 2024, 10 June 2024, 30 September 2024 and 16 December 2024.

Chairman
2023
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The notes of the Informal meeting of the Audit, Governance and
Standards Committee, held in Committee Room 1, County Hall,
Chelmsford on Monday 18 December 2023

A YouTube recording of the meeting is to be found online.

Present:

Members of the Committee:
Clir Tony Hedley

Clir Susan Barker (online)
Clir David King (online)

Clir Aidan McGurran

Clir Mark Platt

Clir Laureen Shaw (online)
Clir Chris Siddall

Mr Atta Ul-Haque (online)

ECC Officers:

Paula Clowes (online)
Christine Golding
Stephanie Mitchener
Paul Turner

Sophie Crane

Judith Dignum

Also present:

Welcome and Introduction

Chairman

Independent Member appointed to the Committee

Head of Assurance

Chief Accountant

Director, Finance

Director, Legal and Assurance
Senior Democratic Services Officer
Democratic Services Officer

External Auditor:

Mr David Eagles BDO LLP

Mr Geraint Jones BDO LLP

Mr Ciaran McLaughlin BDO LLP

Clir Tony Hedley, the Chairman of the Audit, Governance and Standards
Committee, welcomed those in attendance.

1.  Membership, Apologies, Substitutions and Declarations of Interest

The report of Membership, Apologies and Declarations was received, and it was

noted that:

e The Membership of the Audit, Governance and Standards Committee was as

shown in the report.

e Apologies had been received from ClIr Luke Mackenzie and Clir Wendy Stamp.
e No declarations of interests were made.
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Absence Management Audit Progress Update

At the September 2023 meeting of the Audit, Governance and Standards
Committee it had been reported that the Absence Management audit had received
a Limited Assurance opinion. Members had therefore agreed that relevant officers
should be invited to provide an update to the Committee. Alison Woods, Director,
People Business Partnering and Employment Practice, joined online and provided
an update on the actions being taken to respond to the Audit Report.

Members discussed the data which had been provided and requested that more
accurate information regarding forfeited leave days be sought. Members also
asked for an analysis of the reasons for the particularly high numbers of forfeited
leave days in the ‘Climate Environment and Customer Services’ function. It was
clarified that the audited data may not have been an accurate reflection of the
situation because it had been collected via a self-service system into which
individual employees and managers entered information directly. It was therefore
noted that when benchmarking with other authorities it would be helpful to also find
out when their systems had last been audited.

Members noted the report and asked Alison Woods to provide a further update via
email in due course.

Internal Audit and Counter Fraud Progress Report

Paula Clowes, Head of Assurance, introduced the report which covered the period
September to November 2023, and highlighted the following matters of particular
note:

e Four audits had received a Limited Assurance opinion (Waste Services, 2 x
Capital Projects, Multiply Grant)

e Two audits had received a Good Assurance opinion.

e Three audits had received a Satisfactory Assurance opinion.

e As at 30 November 2023 there had been 13 Major and 55 Moderate
recommendations open and no open Critical recommendations.

e During the period the work of the Counter Fraud team has resulted in 3
employees facing disciplinary action.

e The Internal Audit 5 yearly External Quality Assessment had been completed
in November 2023 and the team had received an outcome of ‘generally
conforms’ (the highest).

Paula Clowes undertook to respond to a number of detailed questions from Mr Atta
Ul-Haque via email and to circulate the responses to all members of the Committee.
Members discussed the Limited Assurance Audits and noted that the audits of the
Chelmsford North-East Bypass and the Beaulieu Park Station were of particular
concern given the issues identified regarding project governance and the risks
around cost management arising from inflation.

Members noted the report and agreed that the responsible officers for Chelmsford
North-East Bypass and the Beaulieu Park Station should be asked to attend a
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future meeting of the Committee to provide an update on the internal audit
recommendations.

2020/21 Statement of Accounts and Audit

Christine Golding, Chief Accountant, introduced the report and invited
representatives from the external auditors BDO to provide an update.

Mr David Eagles, BDO confirmed that their expectation was that BDO would bring a
completed audit report for 2020/21 to the Committee scheduled for 25 January
2024. This work had been delayed by additional requirements around testing of
ECC schools’ cash balances which has arisen from BDO’s quality review process.
Mr Eagles confirmed that he had extended his retirement date to accommodate this
work.

Members were concerned that, given that this additional work involved obtaining
responses regarding approximately 200 schools, the January target date may not
be realistic. It was clarified that BDO would continue to work on the other
outstanding matters from the 2020/21 audit alongside the schools’ reconciliation
and that they therefore considered the target was realistic.

Mr Ciaran McLaughlin, BDO informed members that he would be responsible for
the 2021/22 and 2022/23 audit reports, with 2022/23 being the last report that BDO
were contracted to undertake for ECC. Mr McLaughlin outlined the resources which
had been put in place to enable those audits to be reported to Committee in March
and September 2024 respectively. It was noted that the formal government
response to the consultation on local authority external audit backstop
arrangements had not yet been published and would be factored into plans once
the detail was confirmed.

Work Programme

Members noted the work programme and agreed that the additional items arising
from the Internal Audit and Counter Fraud Progress Report should be scheduled.

Date of next Meeting

It was noted that the next formal meeting of the Audit and Governance Committee
had been scheduled for Thursday 25 January 2024.

Clir Tony Hedley closed the informal meeting.
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Agenda item 3
AGS/01/24

Report title: 2020/21 Statement of Accounts

Report to: Audit, Governance and Standards Committee

Report author: Nicole Wood, Executive Director, Corporate Services

Date of meeting: 25 January 2024 For: Approval

Enquiries to Nicole Wood, Executive Director, Corporate Services email
nicole.wood@essex.gov.uk or Christine Golding, Chief Accountant email
christine.golding@essex.gov.uk or (with respect to the Annual Governance Statement)
Paul Turner, Director, Legal and Assurance email paul.turner@essex.gov.uk

Divisions affected: All Essex

1. Executive summary

1.1 The draft Statement of Accounts for the 2020/21 financial year was originally
presented to the Committee on 28 June 2021 (AGS/13/21). Since then, the
accounts have been subject to external audit and public inspection.

1.2 It was not possible for BDO to finalise the 2020/21 audit of the Council and
Essex Pension Fund in line with the statutory deadline for publication of the
2020/21 accounts (30 September 2021).

1.3 BDO did present drafts of their audit completion reports to the Committee on
21 March 2022 for both the Council (AGS/12/22) and Essex Pension Fund
(AGS/11/22). The audit completion report for the Council was marked as draft
because of an issue relating to infrastructure assets which had been raised
and was being addressed at a national level.

1.4  The national resolution for the infrastructure assets issue came at the end of
2022 in the form of an update to the CIPFA Code of Practice on Local
Authority Accounting and a statutory instrument. However, for reasons
already well reported to the Committee, BDO were unable to finalise the
2020/21 audit during 2023.

1.5 Inline with the commitment BDO gave to the Audit, Governance and
Standards Committee on 18 December 2023, the audit completion reports
have now been finalised and are presented elsewhere on this agenda for the
Committee’s consideration. The audit completion reports set out the key
findings and conclusions of the auditor in relation to the audit of the financial
statements of the Council and the Essex Pension Fund for 2020/21.
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1.6

1.7

1.8

The content of the audit completion reports must be considered before the
Committee decides whether to approve the 2020/21 Statement of Accounts
for publication.

Some amendments have been made to the Council’s and Essex Pension
Fund’s financial statements since they were first presented to the Committee
in June 2021. The amendments have been made to address matters arising
during the external audit. None of the amendments made impact on the
Council’s usable reserves and balances or on the net assets of the Pension
Fund.

BDO highlight some unadjusted audit differences, but none of these are
material in the context of the financial statements overall or to the financial
position of the Council and Essex Pension Fund.

Recommendations

It is recommended that the Committee:

i. Notes the matters raised in the External Auditor’s audit completion reports,
which are presented elsewhere on the agenda.

ii. Agrees not to adjust the 2020/21 Statement of Accounts for the non-
material unadjusted misstatements identified within the Audit Completion
Reports for the Council and Essex Pension Fund.

iii. Approves the 2020/21 Annual Governance Statement, which is included in
the Statement of Accounts document (pages 194 to 216 of Appendix A to
this report).

iv. Approves the updated draft of the 2020/21 Statement of Accounts (pages
1 to 193 of Appendix A to this report).

v. Notes the representations that the Executive Director, Corporate Services
and Chairman of the Committee will make on behalf of the Council and the
Essex Pension Fund (as set out within the Letters of Representation
appended to the audit completion reports for the Council and the Essex
Pension Fund, which are presented elsewhere on the agenda).

vi. Notes that the completion of the audit means that the former corporate
system (TCS) will not be required after the end of February 2024, and
endorses any decision to end the support contract with Fujitsu for the
system.
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3.1

3.2

3.3

3.4

3.5

3.6

3.7

Background

The draft (unaudited) Statement of Accounts for 2020/21 was presented to the
Audit, Governance and Standards Committee on 28 June 2021 (AGS/13/21).
The Executive Director, Corporate Services certified the Statement of
Accounts on 30 June 2021, and released them for external audit and public
inspection on 1 July 2021.

It was not possible for BDO to finalise the 2020/21 audit of the Council and
Essex Pension Fund in line with the statutory deadline for publication of the
2020/21 accounts (30 September 2021).

BDO did however present drafts of their audit completion reports to the
Committee on 21 March 2022 for both the Council (AGS/12/22) and Essex
Pension Fund (AGS/11/22). The report for the Council was issued as draft
because of an issue relating to infrastructure assets which had been raised
and was being addressed at a national level.

The national resolution for the infrastructure assets issue came at the end of
2022 in the form of an update to the CIPFA Code of Practice on Local
Authority Accounting and a statutory instrument. These had the practical
impact of permitting existing accounting practice for infrastructure assets to
continue until a longer-term accounting solution could be agreed.

Following the publication (in mid-January 2023) of further guidance by CIPFA
on accounting for infrastructure assets BDO asked the Council to demonstrate
the efficacy of its depreciation policy for infrastructure assets. The output
from this work was provided to BDO on 6 March 2023. BDO concluded that
they were unable to review this work in time to present the final audit
completion reports to the Committee on 27 March 2023, but hoped to be able
to present their final audit completion reports to the Committee on 3 July
2023. For reasons already well reported to the Committee, it did not prove
possible for BDO to finalise the 2020/21 audit in July 2023, or later in the year
either.

In line with the commitment BDO gave to the Audit, Governance and
Standards Committee on 18 December 2023, the audit completion reports
have now been finalised and are presented elsewhere on this agenda for the
Committee’s consideration.

The audit completion reports sets out the key findings and conclusions of the
external auditor in relation to the audit of the financial statements of the
Council and Essex Pension Fund for 2020/21. The content of the audit
completion reports must be considered before the Committee decides
whether to approve the 2020/21 Statement of Accounts for publication.
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3.8

3.9

3.10

3.1

4.1

4.2

The 2020/21 Statement of Accounts have been updated since they were first
presented to the Committee in June 2021. The amendments have been
made in response to matters arising during the external audit of the financial
statements of the Council and Essex Pension Fund. An explanation of the
more significant amendments is provided in Sections 4 and 5 below.

The Accounts must now be approved by this Committee before the Statement
of Accounts for 2020/21 can be formally published.

As part of the process of approving the Accounts:

The Statement of Accounts must be re-certified by the Executive Director,
Corporate Services and, following approval by the Audit, Governance and
Standards Committee, by the Chairman of the Committee.

The Executive Director, Corporate Services and the Chairman of the
Committee must sign ‘letters of representation’ for the Council and for
the Essex Pension Fund, addressed to the external auditor, confirming
their opinion that the financial statements present fairly the financial
position of the Council and the Essex Pension Fund, and of their income
and expenditure for the year ended 31 March 2021.

Once the Council has approved and certified the Statement of Accounts and
the letters of representation, the external auditor will certify the opinion on the
accounts. The external auditor expects to issue the audit opinions on the
financial statements of the Council and Essex Pension Fund by 31 January
2024. The Statement of Accounts, including the auditor’s opinions, will then
be published on the Council’s website.

Financial statements for the Council

An explanation of the more significant amendments made to the Council’s
Accounts for matters arising during the external audit is provided in the
following paragraphs.

Infrastructure assets

Following publication of an update to the CIPFA Code of Practice on Local
Authority Accounting in the United Kingdom 2021/22 and the Local Authorities
(Capital Finance and Accounting) (England and Wales) (Amendment)
Regulations 2022, and new CIPFA guidance on Accounting for Infrastructure
Assets, the Council:

Amended its depreciation policy for infrastructure assets (explained in
note 1.12.3 of the Accounts, on pages 43 and 44 of Appendix A) which
resulted in an additional depreciation charge for infrastructure assets for
the year of £8.699m (increasing the charge for infrastructure assets from
£44.870m to £53.569m). This adjustment reduced the surplus on the
provision of services (as shown in the Council’s Comprehensive Income
and Expenditure Statement), and the carrying value of infrastructure
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4.3

4.4

4.5

4.6

assets (as shown in the Balance Sheet) by £8.699m, but it had no impact
on the Council’s usable reserves and balances.

Removed the gross book value and accumulated depreciation for
Infrastructure Assets from disclosure Note 15 on Property, Plant and
Equipment, other non-current assets and assets held for sale (which
commences on page 71 of Appendix A) because historical reporting
practices and resultant information deficits mean that inclusion of this
information would not faithfully represent the asset position it purports to
represent.

Added commentary to disclosure Note 15.2 (on page 73 of Appendix A) to
explain that the carrying amounts to be derecognised for infrastructure
assets where there is replacement expenditure is £nil.

Short term debtors and creditors

The Council is the accountable body for several partnership arrangements.
Invoices raised in March 2021 to collect contributions due to these
partnerships for the 2021/22 financial year were incorrectly reflected in the
Council’'s 2020/21 Balance Sheet as debtors at year end. This, in turn,
resulted in a misstatement of the creditors reflected in the Balance Sheet for
cash held by the Council on behalf of these partnership arrangements at year
end. The impact of correcting for this error was to reduce both debtors (see
Note 21, on page 90 of Appendix A) and creditors (see Note 23, on page 91
of Appendix A) in the Council’s Balance Sheet for 2020/21 by £7.168m.

Capital grant receipts in advance (Note 24)

Grants are held as receipts in advance where the Council has received the
income, but not yet met the conditions entitling it to the funding. While no
changes were made to the totality of capital grant receipts in advance held as
at 31 March 2021, it was necessary to reclassify £3.0m of the capital grants
awarded by the South East Local Enterprise Partnership as long term, rather
than short term (see Note 24, on page 91 of Appendix A).

Specific grant income

The Council received a government grant in 2020/21 as compensation for
loss of income because of service closures during the COVID-19 pandemic.
£6.413m of the grant was credited to the accounts as general income, rather
than as a specific grant. The impact of correcting this was to increase
government grants in the Comprehensive Income and Expenditure Statement
(against the Health and Adult Social Care line) and to correspondingly reduce
other income (against the same line). Note 13.2, which provides an analysis
of specific grants received in the year, was also updated (see page 69 of
Appendix A).

Group Accounts

Where relevant, the Group Accounts have been updated to reflect the
changes to the Council’s own accounts, as outlined in the preceding
paragraphs.
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4.7

5.1

5.2

5.3

5.4

6.1

Other changes

The Council updated Note 39 on events after the report date (see page 121
of Appendix A) to reference the impact on the carrying value of property, plant
and equipment assets of new guidance published by the Department for
Education on 31 August 2023. This guidance, on reinforced autoclaved
aerated concrete (RAAC), required urgent action to be taken at any schools
with known RAAC, unless a structural mitigation was in place.

Minor amendments were also made to various other disclosure notes. None
of the amendments changed the intent of the previous disclosures and they
were mainly actioned to improve clarity.

Essex Pension Fund Accounts

Some amendments were also made to the Essex Pension Fund Accounts.
The following paragraphs provide an overview of these changes.

Investments by asset type (Note 12.2)

Movements in the value of index linked securities, equities (unit life assurance
policies) and property unit trusts have been recategorised, but these
adjustments had no impact on the closing value of the associated
investments.

Reconciliation of fair value measurements within Level 3 (Note 17.3)

The reclassification of movements in property unit trusts referred to above
also impacted on Note 17.3. However, as noted above, this adjustment had
no impact on the closing value of the investment.

Other changes

Various disclosure notes have been removed on the basis that they related to
items neither quantitatively nor qualitatively material to the accounts. Some
minor presentational amendments have also been made to various disclosure
notes.

Updated draft of the Statement of Accounts
The 2020/21 Statement of Accounts, which is attached to this report at

Appendix A, incorporates all the amendments outlined in sections 4 and 5
above.
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6.2

71

7.2

7.3

7.4

7.5

7.6

7.7

7.8

At the time of writing this report, the external audit work was nearing
completion, but with matters still outstanding both in relation to the Council’s
accounts and those of the Essex Pension Fund (as detailed within the Audit
Completion Reports presented elsewhere on the agenda). Should it be
necessary to make further amendments to the Statement of Accounts as the
audit work is concluded, an update will be provided at the Audit, Governance
and Standards Committee meeting.

Audit Completion Reports

The External Auditor’s Audit Completion Reports for the Council and the
Essex Pension Fund, which are presented elsewhere on the agenda,
summarise the findings from the 2020/21 audit, although it should be noted
that the audit work was incomplete at the time of writing these reports.

The Audit Completion Reports include messages arising from the audit of the
Council’s financial statements and those of the Essex Pension Fund.

The reports state that the External Auditor expects to issue unmodified
opinions on the financial statements of the Council and the Essex Pension
Fund.

The Committee must consider the matters raised in the Audit Completion
Reports before approving the 2020/21 Statement of Accounts.

The Audit Completion Report for Essex County Council refers to three non-
material unadjusted misstatements in the Council’s accounts which, if
posted, would increase the surplus on the provision for services for the year
by £10.081m.

The non-material unadjusted misstatements relate to expenditure recognition
and are projected errors. This means that the auditor has identified errors in
a sample of data and has assumed that errors occur at a similar rate in the
entire population of data, which may not be the case.

The unadjusted misstatements are not material to the financial statements,
either taken as a whole, or in connection with the ability to properly assess the
performance and/or financial position of the Council.

The Audit Completion Report for the Essex Pension Fund refers to one
unadjusted misstatement in the Pension Fund accounts which, if posted,
would reduce the ‘Net decrease in the assets available for benefits during the
year’ in the Fund Account and increase ‘Net assets of the scheme available to
fund benefits’ in the Net Asset Statement by £9.529m. The difference results
from estimating private equity valuations as at 31 March 2021 because the
actual data was not available when the draft Accounts were being compiled.
The Fund has taken the decision not to amend the financial statements on
materiality grounds, as the variance only represents 0.11% of net assets.
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8.1

8.2

8.3

9.1

9.2

9.3

10.

10.1

10.2

10.3

Value for money arrangements

In previous years, the External Auditor has been required to provide a binary
conclusion on the Council’'s arrangements to secure economy, efficiency and
effectiveness in its use of resources (referred to as the ‘value for money’
conclusion).

With effect from 2020/21, the External Auditor is no longer required to provide
a conclusion on the Council’s value for money arrangements. Instead, the
External Auditor has provided written commentary on the Council’s
arrangements to secure value for money and made recommendations to
address any identified weaknesses in these arrangements.

The written commentary is set out in the Auditor’s Annual Report, which is
presented elsewhere on the agenda.

Representation letters

Before the audit opinion for 2020/21 can be issued, the External Auditor
requires the Executive Director, Corporate Services and Chairman of the
Audit, Governance and Standards Committee to provide management
representation letters for the Council, and for the Essex Pension Fund.

The letters of representation are appended to the audit completion reports,
which are presented elsewhere on the agenda.

The Committee is asked to note the representations that the Executive
Director, Corporate Services and the Chairman of the Committee will be
making on behalf of the Council and the Essex Pension Fund.

Annual Governance Statement

The Statement of Accounts document also includes the Annual Governance
Statement (pages 194 to 216 of Appendix A). This is a statutory document
which must be approved before the Committee approves the Council’s

Statement of Accounts.

The Statement was considered by the Committee in June 2021. No
amendments have been made to the Statement since then.

The Committee are now asked to approve the Annual Governance Statement.
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1.

12.

12.1

12.2

12.3

13.

13.1

Policy context and Outcomes Framework

This report presents the Council’s 2020/21 Statement of Accounts for
approval, which summarise the financial performance and financial position
for the Council for the 2020/21 financial year. As such, it provides a financial
representation of activities during 2020/21 against the Organisation Strategy.

Financial Implications

All actions proposed within this report are considered by the Section 151
Officer as appropriate for approval of the Statement of Accounts.

The Council incurred significant additional costs because of the prolonged
nature of the 2020/21 audit. It was necessary to retain ongoing access to the
TCS corporate finance system (which was in place throughout 2020/21)
beyond the go-live date for the new ‘My Oracle’ corporate system. In total,
the costs of retaining access of the TCS system amount to £424,000. The
bulk of the cost relates to retaining access to the former finance system over
the period April to August 2022, when the system was still being hosted by
Fujitsu. Thereafter, the system was transferred to the Council’s cloud
environment (at a cost of £48,000), and it has only been necessary to pay
Fujitsu for support on a month-by-month basis since then, at a cost of £4,000
per month. On the basis that the 2020/21 audit is concluded in January
2024, the Council will cease to need access to the TCS system and can end
the support contract with Fujitsu at the end of February 2024.

The audit completion reports for the Council and Essex Pension Fund provide
an updated assessment of the audit fees payable for the year. In relation to
the audit of the Council, BDO indicate that additional fees are likely in relation
to Covid-19 remote working, the new use of resources approach and in
relation to the infrastructure assets issue, and that there may be a fee
reduction to partly offset these increases related to Whole of Government
Accounts; these fee adjustments have not been quantified yet though. No
additional fees are proposed in relation to the audit of the Essex Pension
Fund. The audit fees will be subject to further discussion with BDO but will
ultimately need to be approved by Public Sector Auditor Appointments Ltd, as
the auditor appointing body.

Legal Implications

The Council is required to produce annual accounts in accordance with the
Accounts and Audit Regulations 2015 as was amended by the Accounts and
Audit (Coronavirus) (Amendment) Regulations 2020 with respect to the
2020/21 financial year. The Council is also required to produce an annual
governance statement and approve it before it approves the statement of
accounts..
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13.2 External audit is a key way in which members and the public can be
reassured that the Council is viable and is, overall, operating well.
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14.

14.1

15.

15.1

16.

16.1

17.

171

Staffing and other resource implications

There are no staffing or other resource implications associated with this
report.

Equality and Diversity implications

There are no equality and diversity, or other resource implications associated
with this report.

List of appendices

Appendix A: 2020/21 Statement of Accounts
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Vi.

Vii.

viii.
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Draft Statement of Accounts and Annual Governance Statement 2020/21
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Delay to completion of the External Audit of the Council’'s 2020/21
Statement of Accounts (27 September 2021 - AGS/18/21).

Further delay to completion of the external audit of the Council’'s 2020/21
Statement of Accounts (13 December 2021 - AGS/23/21).

. 2020/21 draft audit completion report for the Essex Pension Fund (21

March 2022 - AGS/11/22).

2020/21 draft audit completion report for Essex County Council (21 March
2022 - AGS/12/22).

Update on the 2020/21 and 2021/22 external audits of the Council and
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Update on the 2020/21 and 2021/22 external audits of the Council and
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Narrative Report

The purpose of the Narrative Report is to provide information on the Council, its main
objectives and strategies and the principal risks it faces. The content of the Narrative
Report is as follows:

Introduction >
Vision for Essex 7
Organisation Strategy 7
COVID-19 - the impacts and how we have responded 8
Revenue spending 9
Capital investment 13
Revenue Reserves and Balances 19
Cash Flow management 20
Statement of Accounts 20
Annual Governance Statement 22
Conclusion 22
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Narrative Report

Introduction

About Essex County Council

Essex County Council (ECC) is one of the largest of the county councils in England, covering an area of
around 3,670 square kilometres, with a population of about 1.5m people and comprising 70 electoral
divisions. The Council forms the upper tier of local government within Essex (excluding Southend and
Thurrock).

Our Services

The following core services are provided by the Council:

Children and Families (including the safeguarding of children; looked after children; services to
vulnerable children and young people and their families; and adoption and fostering services).

Customer, Communities, Culture and Corporate (including libraries and community hubs;
registration services; coroner services; information governance; heritage, culture and the arts;
community engagement; and community resilience).

Economic Development (including enterprise and inward investment; tourism; employability and
skills; strategic spatial planning; and minerals and waste planning).

Education and Skills (including mainstream schools and education; early years and pre-school;
special schools and special educational needs provision; school improvement; raising the
participation age; youth services and careers advice; and school crossing patrols).

Environment and Climate Change Action (including waste minimisation, disposal and recycling;
built and historic environment; country parks and green spaces; flood management; and rural

affairs).

Finance (including financial administration and management, comprising preparation and
management of the revenue and capital budgets; treasury management; procurement; insurance;
commercial services; commercial property portfolio; and traded services).

Health and Adult Social Care (including the support of and assistance to people with learning or
physical disabilities or sensory impairment and older people and the homeless; public health; mental
health services; child health related matters; and drug and alcohol action).

Infrastructure (including transport strategy; infrastructure commissioning and delivery;
maintenance of highways, public rights of way and structures; street lighting; traffic requlation and
road safety; parking; cycling; and public rights of way).

Leader (including democratic engagement; garden communities; housing growth; and strategy
development).

Performance, Business Planning and Partnerships (including pr