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Private and Confidential 27 September 2021

Dear Committee Members

Audit planning report update

We previously presented EY 2020/21 Audit Plan to the March 2021 Committee meeting. This paper provides an update on the status of the
audit, an update on changes to audit risks and an update on the impact on the level of work required to complete the audit.

Therefore this report should be read in conjunction with the original plan submitted. Collectively these set out our updated view on how we intend
to carry out our responsibilities as auditor. Whilst our year end audit has now commenced, our risk assessment procedures remain ongoing; we
will inform the Audit Committee if there are any significant changes or revisions once we have completed these procedures, and provide an
update to the members of the Committee.

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

Yours faithfully

Andrew Brittain

For and on behalf of Ernst & Young LLP

Audit Committee
Welwyn Hatfield Borough Council
The Campus
Welwyn Garden City
Hertfordshire
AL8 6AE
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Audit Status Update
Scope update

In our audit plan presented in March 2021 to the audit committee, we provided you with an overview of our audit scope and approach for the audit of the
financial statements and Value for Money conclusion . We carried out our audit in accordance with this plan, with the following exceptions:

• Materiality – No changes to materiality, planning materiality is at £2.5m, performance materiality is at £1.93m and our audit difference threshold is at
£128k.

• As a result of Covid-19 and to ensure compliance with our auditing standards, we have identified an additional areas of audit focus. See page 5 of this
report.

• VFM – The NAO 2020 Code change has resulted in a change in our risk assessment for VFM, however, we are still required to consider whether the
Council has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of resources. Further details are provided in
the audit plan presented in March 2021.  Details of our work to date are on page 6 of this report

Status of the audit

We have completed a fair amount of our audit of the Authority’s financial statements for the year ended 31 March 2021. After agreeing with the
authority, we are returning in October to complete a further audit visit.  Of course, until the following work is complete, we are not able to conclude on
our audit report:
• Testing to be completed in October for Borrowing, cash and investments, Income and Expenditure
• PPE additions and existence testing: - substantially complete, further info is required to resolve minor queries
• Valuation of other land & buildings & investment properties & council dwellings- We are undertaking our work in relation to the valuation of PPE & IP.

We have engaged our EY Real Estates team to test a sample of assets, further information was required from WHBC, once received, we will receive the
results of EYRE. The work done by the audit team is substantially complete, although we may request further information after internal reviews

• Going concern – We have requested documented consideration to support the going concern assertion
• Pension liabilities – We are scheduled to start work on pensions in October 2021, following receipt of the IAS 19 assurance letters from the auditors of

the Herts pension scheme
• Value for money - We have substantially completed our risk assessment, we may request further information after internal reviews, currently there are

no significant weaknesses that we would report on
• MIRS, Receivables, Payables, Grants RIA, Grants C19/CIES, Rental Income – testing to be done in October
• Provisions, Employee cost and Housing Services expenditure - testing to be done in October
• Completion of subsequent events review
• Receipt of the signed management representation letter
• Completion of procedures required by the National Audit Office (NAO) regarding the Whole of Government Accounts submission

At the date of this report there are no unadjusted audit differences arising. However, we are clearly yet to conclude our work on a number of key areas.
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Update on audit risks

Audit risks and areas of focus (continued)
Risk / area of focus Risk identified Change from plan Details

Revenue recognition on rent income
from investment properties and
other commercial assets

Fraud New area of focus Under ISA 240 there is a presumed risk that revenue may be misstated due to
improper revenue recognition.

For the year ended 31st March 2021 the audit team has assessed that the risk of
improper revenue recognition may manifest through rent income from
investment properties and other commercial assets. This account has a balance
of £3.8 million.

• Revenue recognition - there may be an impact on income collection (Council and Business rates) if businesses and residents are unable to work and
earn income due to the lockdown and restriction of movement due to Covid-19.

• Pensions – volatility in the financial markets is likely to have a significant impact on pension assets, and therefore net liabilities.

• Holiday and sickness pay – the change in working patterns may result in year-end staff pay accruals which are noticeably different to prior years.

Other areas of audit focus as a result of Covid-19
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Update on audit risks

Value for Money Risks
We are only required to determine whether there are any risks that we consider significant within the Code of Audit Practice, where risk is defined as:
“A matter is significant if, in the auditor’s professional view, it is reasonable to conclude that the matter would be of interest to the audited body or the wider public”
Our risk assessment supports the planning of enough work to deliver a safe conclusion on your arrangements to secure value for money, and enables us to determine the
nature and extent of any further work needed. If we do not identify a significant risk we do not need to carry out further work.
The table below presents the findings of our work in response to the risks areas in our Audit Planning Report.

What is the significant value for money risk?

What
arrangements
did the risk
affect?

What are our findings?

Non-compliance with the Home Standard

The council identified that they did not comply
with the Home Standards regarding certain
dwellings that were affected with compliance
issues and as such the Council has fallen short of
its obligations to meet statutory health and
safety requirements in relation to fire, water,
electrical and asbestos safety.  As a
consequence of this, there was the potential for
risk to Welwyn Hatfield BC’s tenants and
reputation risk to the council itself.  Whilst the
identification of the issue, the action plan to
address and self-reporting to the regulator, was
deemed as appropriate by the regulator, it
presents a risk that the arrangements in place
with regards to wider monitoring of compliance
issues within the Council are not robust enough
and therefore could be a significant weakness.

• Governance We obtained a copy of the Regulators Report and confirmed that the Council self-referred to the
Regulator of Social Housing who found them in breach of the Home Standard. The Regulator issued a
regulatory notice but is satisfied that the breach is being addressed. The Council has put in place a
programme to rectify these failures and is monitoring the progress it is making. This includes putting
new systems, processes and staff in place to oversee the compliance programme.  The Council is
working hard to bring compliance up to date and is on track to be compliant across electrical, water
and asbestos by September 2021. The ongoing review of fire risk assessments is scheduled to
complete in March 2022.

The Regulator will work with the Council as it continues to address the issues which have led to this
situation, including ongoing monitoring of how it delivers its programme.

We have held meetings with WHBC management and obtained an understanding of arrangements in
place to prevent other compliance issues from occurring.

Our work on VFM is in progress but currently we do not believe that this is a significant weakness to
report on this issue at this stage.  However we will conclude on this matter once our work is complete
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Fees
Update on audit fees

Summary of impact

We outlined in our audit plan the basis on which the scale fees are set by PSAA, our planned scale fee and areas that potentially impact the level of audit work required
for the 20/21 audit. We have updated those areas below where it is possible to do so, given the progress of the audit to date.  All areas listed are our best estimates at
the time of writing and we will discuss with officers and, as noted in our audit plan, all amounts are subject to the approval of PSAA.

Area of work Rationale for fee variation Impact on WHBC

Planned scale fee 74,921 (Note1)

VFM Code work This represents the additional VFM work required as a result of the changes to the 2020 NAO Code 2020 (work
ongoing so amount to be confirmed)

TBC

Estimates This represents our additional work on Estimates due to changes in International Auditing Standard 540 2,500

Going Concern This represents our additional work on Estimates due to changes in International Auditing Standard 570 3,000

Electoral
correspondence

This represents the additional time in attending to the Electoral Correspondence 2,500

Impact of Covid-19 This represents the work required to address additional Covid-19 risks in the 20/21 audits as outline in the
Audit Plan

TBC

(1) For 2020/21 the planned scale fee represents the base fee, which we have proposed revising on an ongoing and recurring basis, by the £27,000 previously agreed
for 2019/20, as the regulatory changes remain in force. The fee can also be impacted by factors as set out above that would result in additional work not considered in
the setting of the (revised) scale fee. At this stage of our work we have captured above those areas we are aware of and we will discuss this with management as our
audit progresses and the scope and scale of additional work can be clarified.


