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AUDIT & GOVERNANCE COMMITTEE

Date:Friday, 27 November 2020 Democratic Services

Robert Parkin Dip. LG.
Chief Legal Officer and Monitoring Officer

09:30 AM 72 Market Street
Ely

Cambridgeshire

CB7 4LS

Due to Government guidance on social-distancing and the
Covid-19 virus it will not be possible to hold physical
meetings of the Combined Authority Board and the
Combined Authority’s Executive Committees for the time
being. The Local Authorities and Police and Crime Panels
(Coronavirus) (Flexibility of Local Authority and Police and
Crime Panel Meetings) (England and Wales) Regulations
2020 allow formal local government meetings to be held on
a virtual basis, without elected members being physically
present together in the same place. Meetings will therefore
be held on a virtual basis and the procedure is set out in
the “Procedure for Combined Authority Virtual Decision-
Making” which can be viewed at the foot of the meeting
page under the “Meeting Documents” heading. That
document also contains a link which will allow members of
the public and press to attend the virtual meetings.

[Venue Address]
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AGENDA

Open to Public and Press

1 Apologies for Absence and Declaration of Interests

2 Mayor for the Combined Authority in attendance

Mayor James Palmer to answer questions from the Committee,
provide an update on the MCHLG and the Combined Authority

activity.
3 Chair's Announcements
4 Minutes of the Previous Meeting
To approve the minutes of the meeting held on 2nd October
2020.
Minutes & Action Sheet 2nd October 2020 1-12
5 Lancaster Way Update Nov 2020 13 - 66
6 Relationship Risk & Change 67 - 112
7 Corporate Risk Report 113 -116

8 End of Year Financial Statements 2019/20 and External Audit and 117 - 254

Opinion
9 Internal Audit Plan 2020.21 CPCA 255 - 275
10 Adult Education Budget Update 276 - 279
11 Work Programme Report 280 - 296

12 Date of next meeting:

Monday, 29th January 2021 at 10.00 a.m. via the Zoom platform

The Audit & Governance Committee comprises the following members:
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For more information about this meeting, including access arrangements and facilities for
people with disabilities, please contact

The Audit and Governance Committee Role.

* To review and scrutinize the authority’s financial affairs

¢ To review and assess the authority’s risk management, internal control and
corporate governance arrangements

&<

* To review and assess the economy, efficiency and effectiveness of the
authority’s use of resources

* To make reports and recommendations tothe CA on these reviews

* To ensure high standards of conduct amongst Members

, < <

The Combined Authority is committed to open government and members of the public are
welcome to attend Committee meetings. It supports the principle of transparency and
encourages filming, recording and taking photographs at meetings that are open to the
public. It also welcomes the use of social networking and micro-blogging websites (such as
Twitter and Facebook) to communicate with people about what is happening, as it happens.

Councillor David Brown
John Pye

Councillor lan Benney
Councillor Graham Bull
Councillor Mike Davey
Councillor Mark Goldsack
Councillor Tony Mason
Councillor Nick Sandford

Clerk Name: Robert Fox
Clerk Telephone:
Clerk Email: Robert.Fox@cambridgeshirepeterborough-ca.gov.uk
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CAMBRIDGESHIRE JAMES PALMER

7 )
(/) & PETERBOROUGH | CAMBRIDGESHIRE &
' COMBINED AUTHORITY | PETERBOROUGH MAYOR

CAMBRIDGESHIRE & PETERBOROUGH COMBINED
AUTHORITY —

MINUTES

AUDIT AND GOVERNANCE COMMITTEE: MINUTES

Date: Friday, 2 October 2020
Time: 10.00 a.m.

Location: Virtual meeting via the Zoom Platform

Present:
Mr John Pye Chairman
ClIr lan Benney Fenland District Council
Clir David Brown East Cambridgeshire District Council
Cllr Graham Bull Huntingdonshire District Council
Clir Mike Davey Cambridge City Council
Clir Mark Goldsack Cambridgeshire County Council
Cllr Tony Mason South Cambridgeshire District Council
ClIr Nick Sandford Peterborough City Council
Officers:
Kim Sawyer Chief Executive Officer
Robert Parkin Chief Legal Officer and Monitoring Officer
Jon Alsop Chief Finance Officer (s.73 Officer)
Robert Emery Chief Accountant
Robert Fox Interim Scrutiny Officer
Francesca Houston Transport Programme Co-ordinator
Susan Hall Governance Assistant
Daniel Harris Internal Auditor (RSM UK Ltd.)
Steve Crabtree Internal Auditor (Peterborough City Council)

1. APOLOGIES AND DECLARATIONS OF INTERESTS

1.1  There were no apologies received and no declarations of interest.

2. CHAIR’S ANNOUNCEMENTS
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2.1

2.2

2.3

3.1

3.2

3.3

3.4

3.5

3.6

The Value for Money Workshop would take place following the Committee
meeting of 27 November 2020.

The Chair welcomed Daniel Harris, RSM UK Ltd. to his first meeting as a
representative of the newly appointed Internal Auditors.

It was confirmed the Mayor would be attending the meeting of the Committee
on 27 November and that members would be requested to provide advance
guestions one week prior to the meeting.

MINUTES OF THE PREVIOUS MEETING
Meeting of 31 July 2020

The minutes of the meeting of 31 July 2020 were approved as an accurate
record. The Action Notes from the meeting were then considered by the
Committee.

The Monitoring Officer confirmed that it was entirely appropriate for the
Company Secretary of a Local Authority Trading Company to also be employed
by that Local Authority. In the unlikely event of a conflict of interest it would be
normal for a separate officer to provide advice.

The Chief Executive Officer updated the Committee on Lancaster Way and
stated the draft report has just been received and is being considered by the
Combined Authority and the County Council. A report would, therefore, be
presented to the Committee at its next meeting which will assist the Committee
in its consideration of any potential further action.

The Chief Executive Officer also updated the Committee on meetings the
Combined Authority has had with civil servants at the Ministry of Housing,
Communities and Local Government (MHCLG). There was to be a further
meeting at the end of November and an update would be provided at the
meeting of the Committee in January 2021. The Committee had considered the
constitutional amendments which were approved by the Combined Authority
Board at its meeting on 30 September. It was requested that any future
correspondence between the Combined Authority and the MHCLG be shared
in advance of the January 2021 meeting of the Committee.

Meeting of 24 September 2020

The minutes of the meeting of 24 September 2020 were approved as an
accurate record.

The Monitoring Officer thanked members for their full engagement in the
process of the Constitutional review and reported on the Combined Authority
Board meeting which considered and approved the amendments. There was
one further amendment proposed by the CA Board, related to the Officer
Employment Procedure Rules; and an earlier engagement with the
Employment committee than suggested in the recommendation. All the A&G
amendments were adopted by the CA Board.
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3.4

3.5

3.5

3.6

4.2

4.3

4.4

4.5

4.3

4.4

The Assurance Framework would be received at the November meeting of the
Committee, alongside a Member/officer protocol and a protocol on
appointments to Commissions/Boards etc.

A letter to the MHCLG on quoracy requirements of Combined Authority
Statutory Committees was being drafted and would be sent to the Ministry
shortly. The draft would be shared with the Chair (and the Chair of the Overview
and Scrutiny Committee) prior to being sent.

RESOLVED

A report on Lancaster Way be brought to the next meeting of the Committee on
27 November 2020.

The Assurance Framework and the Member/officer; and appointments to
Commissions/Boards be brought to the next meeting of the Committee on 27
November 2020.

CPCA STATEMENT OF ACCOUNTS AND EXTERNAL AUDIT 2019/20

The s.73 officer was in attendance, alongside Suresh Patel and Dan Cooke,
Ernst & Young (external auditors) to update the Committee on the statement of
accounts and external audit 2019/20. The s.73 officer informed the Committee
that the accounts had been published in draft form and were uploaded onto the
Combined Authority website on 27 August to exercise public rights. The final
review period commenced a day later and concludes on 9 October. To date
there had been no direct questions from members of the public.

The external auditors were progressing the final audit and opinion. The intention
was that the final audit and opinion, and accounts would be presented to the 27
November 2020 meeting of the Committee prior to the final 30 November
account publication date. The external auditors had yet to receive any public
interventions.

The Cambridgeshire Pension Fund audit was still awaited but this was expected
to be complete in mid-October. The Chair would be informed if there was any

slippage..

Following a question, the s.73 officer confirmed that the Combined Authority
was not considering deferring pension contributions or payment holidays.

Following a question, the external auditors informed the Committee that their
final fee was estimated and as there was still work ongoing. It was confirmed
the fee was based upon hours delivered rather than a fixed rate. The 10% uplift
in fee charges was due to the new quality standards that Ernst & Young were
required to adhere to.

RESOLVED:

That the final accounts and external audit and opinion be presented to the 27
November 2020 meeting of the Committee.

Any slippage on the Pension Fud audit be made known to the Chair.
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5.1

5.2

5.3

5.4

5.5

5.6

5.7

INTERNAL AUDIT
2019/20 Internal Audit

The Committee received a final progress report on the 2019/20 internal audit
and were informed that work is being continued to provide continuity for the
handover to the new internal auditors. A handover meeting has taken place and
all audit reports provided.

There is a small amount of work, calculated to be around half-a-day, on the
Local Transportation Grant, the EU Exit and BEIS.

The Chair thanked Steve Crabtree and his team for all the work undertaken
over the last three years.

2020/21 Internal Audit

The Committee received a presentation to introduce the new internal audit team
and RSM (UK) Ltd. A progress report on activity since appointment was also
provided.

The internal auditor presented an initial draft audit plan for 2020/21 and
expressed that a full internal audit plan would be presented to the next meeting
of the Committee. He also stated he was confident a full audit plan and opinion
will be delivered at year end. The Committee was requested to provide any
comments on the proposed internal audit plan to the Scrutiny Officer by week
ending 9 October 2020.

A joint internal and external audit Workshop was suggested for April 2020 and
this was approved by the Committee.

The internal auditor suggested two initial internal audits could be scoped and
commenced ahead of the next meeting of the Committee, namely: Risk
Management; and Key Financial Controls and this was agreed by the
Committee

RESOLVED:

5.8

5.9
5.10

6.2

6.3

A full internal audit plan be presented to the Committee at its next meeting of
27 November 2020.

A joint workshop with Ernst & Young be programmed for April 2021.

The Risk Management; and Key Financial Controls audits should commence
with immediate effect.

TREASURY MANAGEMENT STRATEGY REVIEW

The Chief Accountant presented an update on the Treasury Management
Strategy up to the end of August 2020. The report was received and noted.

The Chair commended the additional detail and graphics which accompanied
the report.

Further updates would be received in January and April 2021.
RESOLVED:
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6.6

7.2

7.3

7.4

7.5

8.2

8.3

8.4

8.5.1

That the Committee would welcome a further update in January 2021.

COMBINED AUTHORITY BOARD UPDATE

The Chief Executive Officer presented an update on Combined Authority Board
activity since the 31 July meeting of the Committee. The Committee were
informed that the two anticipated Government White Papers on Planning
Reform and Devolution have been delayed due to the focus on Covid-19.

The Chief Executive Officer also updated the Committee on the Constitution
Review; the Cambridge Autonomous Metro and Special Purpose Vehicle;
Market Town Masterplan bids; and the Business Growth Service. It was
requested that the Committee receives information on the criteria for the Market
Town strategies and whether the response to Covid-19 relates to the
commercial sector response or whether it also includes the community and
health responses.

It was requested that the Chief Executive Officer provide the Committee with
regular updates on the working relationship between the Combined Authority
and Greater Cambridge Partnership as part of the CA Board updates.

RESOLVED

The Committee to receive information on the criteria for Mark Town strategies
related to the Covid-19 response.

Future CA Board updates to include reference to the working relationship
between the CPCA and the GCP.

CORPORATE RISK REGISTER

The risk register was received and noted with the additional discrete Climate
Change risk as requested at the previous meeting. It was requested that some
further detail be provided on how the Climate Change risk is being managed.

It was confirmed that the risk of the failure of an external partner is included in
the risk register. The Combined Authority mitigates against such risks by
working closely and with a robustness with the wider market.

A question was raised around the non-sequential numbers on the risk register.
It was explained that the number related to these risks are no longer considered
to be corporate risks so have, consequently, been taken out of the risk register
as presented to the Committee. It was requested that detail on these former
risks be provided at the next meeting of the Committee.

A question was raised on how much is being spent by the Combined Authority
on the three officers mitigating on EU exit. This should factor in the EU exit
grant the Combined Authority receives.

RESOLVED:

The next report to the Committee to include a description on how the Climate
Change risk is being managed.

Page 8 of 299



8.6

8.7

8.8

9.2

9.3

10.
10.1

10.2

At the next meeting to provide detail on those risks that are not included in the
sequential number presentation (i.e. why are these no longer considered to be
corporate risks).

To provide detail to the Committee on how much is being spent on the three
officers mitigating on EU exit, factoring in the EU exit grant the Combined
Authority receives.

A further update on the Corporate Risk Register will be received at the 27
November 2020 meeting of the Committee.

AUDIT & GOVERNANCE COMMITTEE WORK PROGRAMME

The Committee noted the work programme. It was requested that future
iterations are presented with future meetings at the top of the report.

RESOLVED:

That the work programme format be amended to include future meetings at the
top of the report.

The item on Lancaster Way be added to the November meeting.

DATE OF NEXT MEETING

The next scheduled meeting of the Committee would be Friday, 27 November
October 2020 at 9.30 a.m. (by Zoom).

External and Internal Audit colleagues would be invited to attend the Value for
Money Workshop at the conclusion of the formal meeting.

The meeting closed at 11.53 p.m.
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Audit and Governance Committee Action Sheet 2020/21

Meeting Date | Action Officer Delegated officer Completed
OPEN ACTIONS
2 October A joint audit workshop with the internal and Internal Programmed for
2020 external auditors be programmed for April 2020 Auditors/External April 2020
Auditors
2 October A further update on liaison between the Combined Kim Sawyer To be provided at
2020 Authority and civil servants at the MHCLG to be the Committee
provided meeting of 29
January 2021
2 October The Chief Executive to provide the Committee with Kim Sawyer Ongoing
2020 regular updates on the working relationship
between the Combined Authority and Greater
Cambridge Partnership as part of the CAB updates
2 October To provide detail to the Committee on how muchis | Jon Alsop
2020 being spent on the three officers mitigating on EU
exit, factoring in the EU exit grant the Combined
Authority receives
The next report to the Committee to include a
description on how the Climate Change risk is
being managed
26 May The Committee agreed to an independent review of | John Pye Chair’s
2020/31 July the Lancaster Way Traffic Scheme (Chair)/Robert Announcement at 31
2020/2 Parkin/Jon Alsop July 2020 meeting
October 2020 and further update

at this meeting
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31 July 2020 A report on information security and governance to | Robert Parkin Final report not yet
be submitted to the Committee. This to be included received.
in the work programme at an agreed date.
To be timetabled on
the Committee
Work Programme
31 July 2020 A further report to the Committee be programmed Paul Raynes Adrian Cannard January 2021 -no
for December 2020 to explain the process for Committee meeting
formulating recommendations in December 2020
26 May 2020 There should be ongoing work to present the Risk Francesca Houston Ongoing
Register in a legible format
26 May 2020 There be a future development session for the Robert Parkin/ To be timetabled
Committee on Trading Companies Rochelle White
26 May 2020 Future ‘to note’ items are sent to members in Robert Fox Ongoing
advance of Committee publication deadlines
26 May 2020 Value for Money Workshop Robert Fox/Jon Alsop November 2020
26 May 2020 Update from the Data Protection Officer Robert Parkin Rochelle White January 2021
Update to include data on aspects such as the
volume of data, any requests for erasure etc.
CLOSED ACTIONS
2 October At the 27 November 2020 meeting there should be Robert Parkin Francesca Houston Completed on
2020 detail on the risk register on those risks that are not agenda

included in the sequential number presentation (i.e.
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why are these no longer considered to be corporate
risks)

2 October The Chief Executive to respond to the Committee on | Kim Sawyer Completed
2020 the criteria for the Market Town strategies and
whether the response to Covid-19 relates to the
commercial sector response or whether it also
includes the community and health responses too
2 October A full internal audit plan be presented to the Internal Auditor Completed on
2020 Committee on 27 November 2020 agenda
2 October The final statement of accounts and External Audit Jon Alsop Completed on
2020 Opinion to be received at the meeting of 27 agenda
November 2020
2 October The letter to Whitehall with regard to quoracy to be | Robert Parkin Completed.
2020 shared with the Chairs of the Audit & Governance Response from the
Committee and Overview & Scrutiny Committee for MHCLG awaited
input and approval prior to being sent
2 October The Work Programme for the Committee to include | Robert Parkin Scrutiny Officer Completed on
2020 the additional protocols for the Constitution as agenda
approved by the Combined Authority Board
31 July 2020 The Mayor of the CA be invited to the 2 October Scrutiny Officer Completed on

2020 meeting of the Committee to update on the
MHCLG correspondence

agenda for 27
November 2020; the
Mayor being absent
on leave on 2
October
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31 July 2020 The Internal Audit Plan 2020/21 to be presented at Jon Alsop RSM UK Completed on
the 2 October 2020 meeting of the Committee agenda
31 July 2020 That a date for the workshop session for the Robert Parkin Scrutiny Officer Occurred on 17
Constitution review be forwarded to the Committee September 2020
members as soon as possible. followed by a
meeting to consider
Constitution
revisions on 24
September
31 July 2020 The names of all on the Independent Commission on | Paul Raynes Adrian Cannard Provided to
Climate Change will be provided to the Committee. Committee
members
31 July 2020 The Constitution review should include protocols for | Robert Parkin Consideration as
appointments to Boards, Commissions and Working part of the
Groups. Constitution work
moving forward
31 July 2020 A further update on the Corporate Risk Register will Completed on
be received at the 2 October 2020 meeting of the agenda
Committee.
31 July 2020 The work programme revisions to be published Scrutiny Officer Published on the CA
alongside the minutes of the meeting meetings website
31 July 2020 Climate change to appear on future risk register Francesca Houston Completed
reports to the Committee as a discrete risk.
26 May 2020 The Independent Commission on Climate Change Francesca Houston Completed

would be commencing its work shortly. The Chair
asked that climate change be included on the Risk
Register
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26 May 2020

Adult Education Budget

A & G requested a landscape view on areas where
money has been contracted and the Combined
Authority has the authority/obligation that
standards are met.

Completed on
agenda for 27
November 2020
meeting

26 May 2020 A response would be provided to the Committee Robert Parkin Verbal confirmation
related to the employment status of the Trading was provided at 31
Companies Company Secretary July 2020 meeting
Chief Executive to provide detail on the Local Kim Sawyer (CEO) Provided in advance
26 May 2020 Transport Plan and how it relates to Peterborough of 31 July 2020
meeting.
Any changes to the membership of the Committee Robert Fox Completed on
26 May 2020 to be reported to the next meeting. agenda.
A paper regarding Internal Audit provision following | Jon Alsop Completed on
26 May 2020 the cessation of the Service Level Agreement with agenda.
Peterborough City Council would be presented to
the next meeting
Action Sheets to be presented to future meetings in | Robert Fox Completed on
26 May 2020 a format that more clearly distinguished open and agenda
closed actions
The Chair asked that the final statement of accounts | Jon Alsop Completed
26 May 2020 be forwarded to members in advance of the
publication deadline for the 31 July 2020 Committee
meeting.
A member requested further detail on the loans Jon Alsop Completed on
26 May 2020 provided and who they were to as there are likely to agenda

be questions prompted by this
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The s.73 Officer agreed to make sure that the notes | Jon Alsop Completed on
26 May 2020 to the accounts provided context to the section on agenda

salaries and salary related payments, as this was

likely to be an area of public interest

The final statement of accounts notes would provide | Jon Alsop Completed on
26 May 2020 context to salaries and salary related payments agenda

A further update on External Audit requested for 31 | Ernst & Young Completed on
26 May 2020 July 2020 meeting agenda

The next Committee meeting on 31 July 2020 be Francesca Houston Completed on
26 May 2020 presented with an updated risk register. That update agenda

should highlight the top three or four risks and show

where risks were increasing or decreasing

The presentation of the work programme be Robert Fox Completed on
26 May 2020 developed to improve clarity agenda

Protocols for agreeing changes to the Audit Plan and | Steve Crabtree/Jon Completed.
26 May 2020 developing future plans would be included as part of | Alsop

the next report to Committee in December 2019.
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AUDIT AND GOVERNANCE AGENDA ITEM No: 5
COMMITTEE
27 November 2020 PUBLIC REPORT

LANCASTER WAY UPDATE

1.0 PURPOSE

1.1. The purpose of this report is to provide the Committee with an update on the
independent value for money review of the Lancaster Way project, as jointly
commissioned by the Combined Authority (CPCA) and Cambridgeshire County
Council (CCC).

DECISION REQUIRED

Lead Officer: Jon Alsop — Chief Finance Officer

The Audit and Governance Committee is recommended to:

(&) Note the findings and recommendations of the independent value for money
report, as prepared by KPMG.

(b) Note the joint response from CPCA and Cambridgeshire County Council,
and progress made to address the report’s recommendations.

2.0 BACKGROUND

2.1. Atits meeting of 15 May 2020, the Transport and Infrastructure Committee
referred the Lancaster Way project to the Audit & Governance Committee for a
value for money review of the costs and timetable related to the project.

2.2. Attheir meeting of 26 May, the Audit and Governance Committee agreed to the
request for a review, in accordance with the proposed terms of reference, which
are included at Appendix A.

2.3. The Chief Finance Officer, in consultation with the Chair of the A&G
Committee, the Director of Delivery and Strategy, and Cambridgeshire County
Council, appointed KPMG to carry out the independent review.

2.4. As part of their review, KPMG interviewed key project stakeholders, and
reviewed multiple documents. Having considered the detail of those documents
and the content of the interviews, KPMG identified a number of key findings
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2.5.

2.6.

2.7.

3.0

3.1.

3.2.

4.0

4.1.

4.2.

and proposed five consolidated recommendations to address them. The report
states that “These recommendations can be used to enhance the likelihood of
delivery success for this project, but are also applicable across the CPCA
portfolio.”

The five consolidated recommendation from the report are as follows:

(@) Enhance Governance and Control

(b) Effectively set baselines for cost and schedule, informing a robust
pipeline

(c) Supplement CPCA Assurance Framework with further best practice
guidance

(d) Formalise risk management approach

(e) Improve quality of reporting, and standardise reporting formats.

CPCA and CCC have jointly responded to the report’s findings and
recommendations. The response includes the statement that “The Combined
Authority and the County Council accept all the recommendations of the audit
report. In some cases, the recommendations highlight practices and standards
which have been required by the Combined Authority since 2018, in others
practices and standards which have been introduced by the Combined
Authority since then, and in a few cases require the Combined Authority to
continue with current work on developing and improving practice.”

KPMG's Independent Review is attached at appendix B. The CPCA and CCC
joint response to the report is attached at appendix C.

FINANCIAL IMPLICATIONS

The cost of the review is to be shared equally between the Combined Authority
and Cambridgeshire County Council.

The total cost of the review is expected to be between £25,000 and £29,500.
LEGAL IMPLICATIONS

The Assurance Framework sets out the key processes for ensuring
accountability, including public engagement, probity, transparency, legal
compliance and value for money for both the Combined Authority and the
Business Board. It also sets out the processes for the oversight of projects,
programmes and portfolios and how the progress and impacts of these
investments will be monitored and evaluated.

The recommendations from the Independent Review include a
recommendation that the Assurance Framework be supplemented with further
best practice guidance, which if made would be reported to the Committee for
the onward approval of both the Business Board and the Combined Authority
Board.
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5.0 EQUALITIES IMPLICATION

5.1. No equalities implications have been identified

6.0 APPENDICES

Appendix A: Terms of Reference for the independent review

Appendix B: KPMG’s independent review of the Lancaster Way project
Appendix C: CPCA and CCC'’s joint response to the independent review

Source Documents Location

1) Transport and Infrastructure Committee meeting | CPCA T&lI Committee
of 15 May 2020, documents and decision 15 May meeting

statement: documents

CPCA T&I Committee
15 May decision
statement
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https://cambridgeshirepeterboroughcagov.cmis.uk.com/Meetings/tabid/70/ctl/ViewMeetingPublic/mid/397/Meeting/1967/Committee/67/SelectedTab/Documents/Default.aspx
https://cambridgeshirepeterboroughcagov.cmis.uk.com/Meetings/tabid/70/ctl/ViewMeetingPublic/mid/397/Meeting/1967/Committee/67/SelectedTab/Documents/Default.aspx
https://cambridgeshirepeterboroughcagov.cmis.uk.com/Meetings/tabid/70/ctl/ViewMeetingPublic/mid/397/Meeting/1967/Committee/67/SelectedTab/Documents/Default.aspx
https://cambridgeshirepeterboroughcagov.cmis.uk.com/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=SLRSipvg7PG48eZTlUolWslfxoD%2fe7dXGQ8KcCAb9lZ%2btRz6pAuo3g%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
https://cambridgeshirepeterboroughcagov.cmis.uk.com/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=SLRSipvg7PG48eZTlUolWslfxoD%2fe7dXGQ8KcCAb9lZ%2btRz6pAuo3g%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
https://cambridgeshirepeterboroughcagov.cmis.uk.com/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=SLRSipvg7PG48eZTlUolWslfxoD%2fe7dXGQ8KcCAb9lZ%2btRz6pAuo3g%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d

Appendix A:

TERMS OF REFERENCE

Request from Transport and Infrastructure Committee

The Transport and Infrastructure Committee resolved to:

(a) Refer this project to the CPCA Audit & Governance Committee for a

value for money review of the costs and timetable related to the project

In addition to the costs and timetable of the scheme itself, the project’s value for
money will be reliant upon the robustness of its governance, project management,
and decision-making processes. Ensuring these are in place is crucial as the project
moves into the delivery phase.

To conduct a review of the Lancaster Way project, considering

the affordability and overall cost of the scheme

the value for money of the scheme

the time taken to bring the project to the point of delivery

compliance with best practice in project management, including scope change and
change control

Decisions taken by the project team relating to the project’s definition, development
and cost

Decisions taken by relevant CCC and CPCA Committees and Boards, by CPCA
officers, including through officer working papers, with regard to the project’s
definition and development.

The governance processes in CCC and the CPCA between decisions and
recommendations reached by the project team and key officers and decisions taken
by relevant Committees and Boards

The funding background to the project, including funding provision made for the
scheme by CPCA in its MTFS and taking account of decisions regarding project
definition

The preparation of reports for relevant Committees and Boards, including the
involvement of CCC officers, CPCA technical officers and any others at the CPCA
Any other communications between CCC and CPCA, within the CPCA or with any
other organisation with regard to the decision making process that are relevant to the
project

...and to report conclusions to the Combined Authority through its Audit and
Governance Committee.
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Scope and objectives of KPMG's review

1.
2.
3.
4.

Project Context
Executive Summary
Key Findings and Recommendations

Consolidated Recommendations

Appendix 1: List of interviewees

Appendix 2: List of documents received
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mportant Notice

This report has been prepared by KPMG LLP for Cambridgeshire and Peterborough Combined Authority (“CPCA”) and
Cambridgeshire County Council (“CCC") as a beneficiary on the basis set out in the engagement letter dated 10 August 2020 on
behalf of CPCA, and on behalf of CCC as a beneficiary (in aggregate the “Client”).

We have not verified the reliability or accuracy of any information obtained in the course of our work and used in this report, other
than in the limited circumstances set out in our engagement letter and except where expressly stated in this report. Nothing in this
report constitutes a valuation or legal advice nor an audit of any project.

This report is issued under conditions of confidence and represents the findings of KPMG LLP provided for discussion with the
Client alone. The work was undertaken and the report was issued to enable the Client to give considerations to the findings based
on fieldwork carried out up to 4 September 2020 and for no other purpose.

This report has not been designed to be of benefit to anyone except the Client. In preparing this report we have not taken into
account the interests, needs or circumstances of anyone apart from the Client, even though we may have been aware that others
might read this report.

This report is not suitable to be relied on by any party wishing to acquire rights against KPMG LLP (other than the Client) for any
purpose or in any context. Any party other than the Client that obtains access to this report and chooses to rely on this report (or
any part of it) does so at its own risk. To the fullest extent permitted by law, KPMG LLP does not assume any responsibility and will
not accept any liability in respect of this report to any party other than the Client.

This report has been released to the Client on the basis that it shall not be copied, referred to or disclosed, in whole or in part,

without our prior written agreement. A request for our consent to any disclosure may result in our agreement to disclosure
restrictions being lifted in part.

The contents of this document include matters which are commercially sensitive to CPCA, CCC and potentially other parties and
disclosure of this document would, or would be likely to, prejudice the commercial interests of CPCA, and its associates.

KPMG LLP
19 November 2020
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SCOPe and UDIECTives Of KPMG S Review

KPMG was engaged by Cambridgeshire and Peterborough Combined Authority (CPCA) to undertake an independent review of
the Lancaster Way project, a roundabout at the junction of the A10 and A142 at Ely, managed by Cambridgeshire County
Council (CCC). The purpose of the review was to understand lessons learned for the benefit of other projects, as well as together
with other information available to CPCA, help inform an understanding of value for money in relation to this project.

The review was to consider:

» The affordability and overall cost of the scheme

» Reports tabled addressing value for money of the scheme

» The time taken to bring the project to the point of delivery

» Compliance with best practice in project management, including scope change and change control

» Decisions taken by the project team relating to the project’s definition, development and cost

» Decisions taken by relevant CCC and CPCA Committees and Boards, by CPCA officers, including through officer
working papers, regarding the project’s definition and development

» The governance processes in CCC and the CPCA between decisions and recommendations reached by the project
team and key officers and decisions taken by relevant Committees and Boards

» The funding background to the project, including funding provision made for the scheme by CPCA in its MTFS and
taking account of decisions regarding project definition

» The preparation of reports for relevant Committees and Boards, including the involvement of CCC officers, CPCA
technical officers and any others at the CPCA

* Any other communications between CCC and CPCA, within the CPCA or with any other organisation regarding the
decision-making process that are relevant to the project.

The review was to interview key stakeholders and consider key documents. A list of interviewees is included in Appendix 1, and
the documents reviewed are listed in Appendix 2.

kPMG Page 23 of 209 4
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[I0SSary of [ems

In this report, consistent with the general terminology used by the project team, the following terms are used:
BP Roundabout: the A10/A142 roundabout which formed part of the developer’s original S106 approval
Lancaster Way Roundabout: the A142 / Lancaster Way roundabout

CCC: Cambridgeshire County Council

CPCA: Cambridgeshire and Peterborough Combined Authority

ECDC: East Cambridgeshire District Council

MTFS: Medium Term Financial Summary

kPMG Page 24 of 299
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Project Lontext: fimelne

Project inception was in 2011, at award of planning permission with the associated S106. A funding grant was awarded to the developer
for the works in 2016. It was four years after funding was awarded before construction started, during which period, feasibility and design
were completed. The anticipated duration of construction works is 5 months for BP and 3 months for Lancaster Way.

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Planning -
Planning Permission Deed of variation Deed of variation Deed of variation
and S106
AT £1.4m Enterprise £60k loan, CCC £150k ECDC, £1.9m
Partnership funding CPCA
made available to the
developer

Feasibility
i I

Oct 17 — Aug 18

BP roundabout -
design
March 19 — Jan 20
BP roundabout -
construction
June 20 — Dec 20

LW roundabout

March 19 — Nov 20 (projected)

LW roundabout

construction .

Jan 21 — March 21 (projected)
7
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Project Gontext: Delvery Arangemen

The diagrams below contrast the original delivery arrangement the final delivery arrangement, following the agreement of funding and
the execution of the third deed of variation to the S106. It does not show the arrangements for reporting.

e e e e el e e R el ol il Tt T el -
1

1 | Fundin ntr | *Client defined as party with a
I Key: Funder Stakeholder Contractor | Funding Contractua
! | relationship

. . contractual relationship with the!
relationship delivery contractor !

BP Cost Risk : Grovemere BP Cost Risk: Grovemere BP Cost Risk: Grovemere (fixed funding contribution)
CPCA (additional funding to agreed position)
LW Cost Risk: N/A LW Cost Risk: TBA LW Cost Risk: CPCA (to agreed funding position)
BP Roundabout BP Roundabout LW Roundabout BP Roundabout LW Roundabout

Greater Cambridge CPCA
Enterprise Partnership

Greater Cambridge

Greater Cambridge
Enterprise Partnership
|
|

|
S

|
|
|
|
|
i
|
1 CPCA
|
|
|
|
|
|
|
|

CCC

|
|
|
L- ECDC

Post Feasibility Report, Execution of third deed of variation
August 2018 to S106, July 2020
kPMG Page 27 of 299 8
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Project Lontext: estmate tvolution

e
: LW Roundabout Cost Components Estimate Development
: The two estimates made available to KPMG were the Feasibility
| LW Jan 2020 £486,261 Report dated August 2018 and the January 2020 post-detailed
| design cost updates. The adjacent chart contrasts the components
| of the estimates. The Feasibility Report options included for
| LW Feasbiity do - comparison are the ‘do minimum’ options for both the BP and
| Minimum i Lancaster Way roundabouts.
| £ £100,000 £200,000 £300,000 £400,000 £500,000 £600,000 The Lancaster Way estimate shows a reduction in costs across all
I = Construction works components, with the exception of traffic management, which
| BP Roundabout Cost Components = Statutory utilities increased significantly.
u Preliminaries

| u Traffic management . .
| u Overheads and fees The BP estimate shows cost increase across all components, plus
| BP Jan 2020 £1,499,538 Contingency and optimism bias / risk the addition of statutory utility costs.
|
|
I BP Feasibility
: Do Minimum £928,990
I | ‘ . . .
I £- £500,000 £1,000,000 £1,500,000 £2,000,000

kPMG Page 28 of 209 o
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Project ontext: estimate Evolution

: Target Cost Components Total Project Forecast Cost :
| . . . . S
I The total project cost, including contingencies, is as follows: :
| |
| LW Draft Target Cost £761,923 LW draft target cost inc risk £761,923 I
| BP target cost inc risk £1,767,202 |
I COVID-19 risk allowance £500,000 I
: Total £3,029,125 :
: BP Target Cost ‘I .£1,767,202 |
|

| |
I T T T T 1
I £0 £500,000 £1,000,000 £1,500,000 £2,000,000 :
| m Design I
| m Construction Target Price |
| m Advanced Tree Work

m Tree Planting & Landscaping |
| m STATS Works !
| Management & Supervision |
| m Misc e.g. TTRO & RSAs |
| m Risk Contingency I

A10/A12 tFunding Contributi Funding Contributions (Total)
= Developer (Growth Fund Grant) Under the original S106 agreement included in the 2011 planning
permission, the developer was liable for the full cost of the BP
151052020 £3029.125  mDeveloper (Other) roundabout, whatever that might ultimately be. Under the third deed

|
|
|
|
|
 East Cambridgeshire District Counci of variation (Do'\/)'to the S;OG execut'ed in July 2020, the developer's |
exposure was limited to a fixed contribution of £988k with the |

= Cambridgeshire County Council remaining budget required for the BP and Lancaster Way |
. ) roundabouts funded by a combination of ECDC and CPCA. The |
',?:{22;?,?:,.::;23";0“’““9“ Combined third DoV transferred the additional costs - and delivery risk - of the :
|

|

|

= Cambridge and Peterborough Combined scheme to CPCA and ECDC.
Authority May 2020

m Cambridge and Peterborough Combined
Autharity COVID-12 Risk
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/. EXBCUlVE sUmma

KPMG interviewed key project stakeholders as listed in Appendix 1, and reviewed multiple key project documents as listed in Appendix
2. Having considered the detail of those documents, and the contents of the interviews, KPMG has identified key findings across seven
key areas, and has proposed five consolidated recommendations to address them:

Observation Recommendation

Scope and Definition

The scope of the project increased to
include a second roundabout at Lancaster
Way in August 2018 as a result of the
recommendation included in a Feasibility
Report. There is no evidence of a formal
change control process being used for
scope changes to construction, including
the decision to incorporate the Lancaster
Way roundabout, into the project. The
Feasibility Report recommended the
addition of the second roundabout to better
address traffic impacts, but the formal
governance process for validating that
recommendation and incorporating the
additional scope into the project is not
clearly documented.

Separately, there was cost increase of circa
£570k on the BP roundabout between the
Feasibility Report in August 2018 and
January 2020 estimate. The key underlying
causes of the BP costs increases are not
clear as a robust change control process
was not operating at the time.

1: Enhance Governance and Control, incorporating Change Control

Building on the existing CPCA Assurance Framework and Ten Point Guide to Project Management, the
governance for projects delivered with CPCA and constituent local authority involvement should be refined. This
should include:

¢ Best practice in establishing and setting requirements for key project roles such as Senior Responsible Owner
and Project Director

« A clearly defined gated process that enables interaction of key stakeholders and decision makers at the
appropriate times.

« Defining the key forums where accountabilities will be discharged, showing the linkage and relationship
between those forums, provide details on the purpose, frequency, objectives, inputs, outputs and attendees

e Setting forums required to deal with the general construction progress and buildability issues and forums
required to provide updates to a broader set of stakeholders with different interests, skills and needs

¢ Agreeing which reports are produced and by whom, and what input is required

¢ An escalation and reporting structure through CPCA and the constituent local authorities

« An explicit change control process with levels of delegated authority

¢ Developing additional guidance around agreement of S106 requirements and around relaxation of release of
s106 and other obligations imposed on 3 parties including the factors to consider, due diligence to be
performed, optioneering to complete, and the overall evidence assessment and decision-making process to be
followed.

The Assurance framework should of course confirm that appropriate compliance / assurance procedures are
performed to ensure the relevant governance processes are appropriately followed.

2: Effectively Set Baselines for Cost and Schedule, Informing a Robust Pipeline

¢ Introduce a master schedule for all projects from project inception, incorporating best practice in scheduling

¢ Set standards for estimating, and the quality and contents of the costs presented in the Commercial Case at
SOBC, OBC and FBC

¢ Set the process for effective forward planning of expenditure

KPMG
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/. EXBCULVE Summear

Observation Recommendation

Governance and early stage cost information 1: Enhance Governance and Control (as above)
The multi-stakeholder environment and changes to scope and funding on the
project has drawn attention to the need for increased clarity around leadership
roles and responsibilities, and for governance to be enhanced and clearer.

2: Effectively Set Baselines for Cost and Schedule, Informing a Robust
Pipeline (as above)

CPCA has an Assurance Framework, the most current version is dated May
2019. Whilst acknowledging the introduction of the revised Framework mid-
project, there is no clear evidence that the Business Case process was followed
(indeed no formal detailed Business Case document appears to have been
prepared), and it is unclear which aspects of the project monitoring and close-
out are to apply in future.

CCC defines project gateways, GW1 (Project Scope Approval) to GW8 (Post
Completion). Confirmation of budget for construction is at GW5 (Approval of
Detailed Design), meaning that funding is sought once the design is mature and
costs are well-developed. The process of identifying a funding requirement at
the approval of detail design would improve accuracy of funding requests.
However, not communicating a potential funding requirement at an earlier
stage, i.e. before detailed design is complete, appears to have led to a lack of
appreciation of the additional scope/funding required for Lancaster Way prior to
March 2020, some 19 months after the August 2018 Feasibility Report had
recommended the inclusion of the second roundabout.

A Project Board was established in November 2018. A separate Project Group
meeting is also undertaken. The terms of reference and relationship between
the two meetings is not clearly defined.

kPMG Page 32 of 299 13
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Funding and Delivery Arrangement 1: Enhance Governance and

- . Control (as above)
Grovemere was originally accountable for the delivery of the BP roundabout, whatever the cost.

Following the Feasibility Report, CCC adopted responsibility for the delivery of the BP roundabout, although the formalisation of
this (via a S278 agreement or otherwise) was not clear. Grovemere retained legal responsibility for the cost of the BP
roundabout.

The Feasibility Report introduced works at the Lancaster Way (LW) roundabout. CCC took delivery responsibility for this
roundabout. We were advised it was not considered reasonable to pass the cost of the LW roundabout to Grovemere. CCC
funded the design fees in the short term. There was no agreement at this time on which party would bear the construction cost.

A target cost for the BP roundabout, and a draft target cost for the LW roundabout, was received from Skanska in April 2020. It

was agreed that:

- CCC would retain the delivery responsibility for the BP and LW roundabouts

- Grovemere’s financial contribution would be capped at £988k

- CPCA would fund the additional £779k for the BP roundabout, and meet the cost for the Lancaster Way roundabout that was
not part of Grovemere’s original scope, plus fund a risk allowance of £500k for COVID-19

- ECDC would provide £150k funding

The above was formalised in the third deed of variation to the S106 in July 2020 and the funding agreement between CPCA and

CCC in June 2020.

It is unclear how the costs will be met if the total cost of BP and LW is in excess of the amount agreed at the Transport &
Infrastructure Committee May 2020.

We understand the decision to cap Grovemere’s cost risk and fund the additional costs of the BP roundabout was taken due to
concerns over Grovemere’s proceeding with the ongoing development of the Lancaster Way Business Park. The original S106
agreement required the BP roundabout upgrade to be delivered prior to reaching a 30,000m2 construction threshold. We

understand the failure to proceed with the BP roundabout raised a risk to local job creation due to the potential loss of a tenant.

It is not clear what advice was taken or what options were considered to mitigate against the risk to local job creation, before
arriving at the decision to cap the developer’s cost exposure and transfer that risk ultimately to CPCA.

kPMG Page 33 of 299 14
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Observation Recommendation

1: Enhance Governance and Control (as above)

Affordability and Value for Money

CPCA had no allowance in the MTFS in January 2020 for costs associated with BP and
Lancaster Way roundabouts, save for the residual grant funding of £863.5k given to the
developer in 2016. Additional funding was approved at both the March 2020 and May 2020
Transport & Infrastructure Committees; as a result additional funding of £1.89m was set out
in the Budget Update Report which went to the Board in August 2020. The implication of this
is the LW roundabout had no confirmed construction funding between its identification in
August 2018 and March 2020. The CCC Transport Delivery Plan 2020-2023 records no
funding provision from CCC for either Lancaster Way or BP roundabouts.

A value for money calculation was completed by Skanska in April 2020 This is after the
Transport & Infrastructure Committee had been approached for additional funding in March
2020.

As there is no Business Case, there is not a formal articulation of the benefits the project is

intended to deliver. Rationale, aims and objectives and high-level consideration against the

Five Case Model was included in Grovemere’s grant funding application, for the roundabout
and other infrastructure upgrade works. We did not see evidence that there was monitoring

and measuring of the resulting benefits realisation.

3: Supplement CPCA Assurance Framework with Further
Best Practice Guidance

Enhance the good work completed in the CPCA Assurance
Framework with additional contents guidance for quality Business
Cases. This may include:

Requirement for an ‘approval in principle’ - with regards to
funding streams - with constituent local authorities, developers
and other parties as part of the financial case at SOBC and
OBC (i.e. agreeing the proportion of funding to be obtained for
the project from the various stakeholders, and the sources of
funding)

Requirement for a value for money calculation or statement as
part of the strategic case at SOBC, OBC and FBC, identifying
the funding envelope inside which value for money will be
demonstrated and the way in which demonstration of VFM
should be assessed and reported

Guidance on what procurement routes are to be prioritised and
explored in preparation of the commercial case at OBC

Estimating, Uncertainty and Risk

The approach to quantifying and making allowances for risk appears to have been high level
and not supported by optimism bias guidance or quantified risk registers. The process for risk
management during the delivery phase is included in the ‘“Ten Point Guide to Project
Management’ (as part of the CPCA Assurance Framework), but provides limited guidance
and should be enhanced.

4: Formalise Risk Management Approach

Set a framework for approaching risk management, including;

Quantifying uncertainty, optimism bias and risk allowances as
part of estimates

The approach to contingency management, including
identification of reserves and authorisation of draw-down
through change control

Setting minimum standards for the identification and
management of risk throughout the project lifecycle, using risk
registers and Early Warning Notices

KPMG
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Reporting 5: Improve Quality of Reporting, and Standardise Reporting

. Formats
Reports (such as contractor progress reports and highlight reports) generated lack key

information such as estimated outturn construction cost or remaining contingency, and do not

Building on the existing CPCA Highlight Report format, establish
report against an agreed baseline budget and schedule. wding X1sting g P I

best practice reporting templates to consistently capture pertinent
data from inception throughout the project lifecycle. This will

CCC did not support the presentation of costs to the Transport & Infrastructure Committee in incorporate:

March 2020. The April 2020 CPCA Board discussed information received informally the
previous evening. The May 2020 Transport & Infrastructure Committee included a requested
amendment, ultimately defeated, regarding reporting by CPCA which contained ‘inaccuracies
and misrepresentations’ and had not been shared with CCC prior to publication. This
indicates poor alignment in preparation of reports and a lack of clarity on roles and
responsibilities.

¢ An agreed approach to joint drafting between CPCA and CCC
(or others as appropriate)

e Current available funding and sources

e Budget, and projected expenditure split between costs to date
and costs to go

e Schedule and milestone reporting

e Key risks and available contingency

e Current contract award value

The post-contract internal reporting requirements of CCC, and the associated escalation
route, is unclear.

Project Duration 2: Effectively Set Baselines for Cost and Schedule, Informing

. . . . . a Robust Pipeline (as above)
The project’s inception was at planning approval in March 2011. The forecast construction

completion is December 2020 for BP and March 2021 for Lancaster Way, giving an overall
project duration of around 9.5 years, of which the construction duration is circa 8 months. The
risk to local job creation due to the potential of Grovemere’s not proceeding with the BP
roundabout in 2020 was, we understand, the key motivating factor that led to more project
activity. Prior to 2020 the accountability for driving the project forward at different stages was
unclear and impacted by the complexities and changes to the stakeholder relationships. The
extended project duration would have increased construction costs due to the impact of
inflation; the process for including inflation in cost estimates is not clearly defined

m © 2020 KPMG LLP, a UK limited liability partnership and a member fizm of the KEMG network of independent member firms affiliated with KPMG International Cooperative 16
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J.KBY Findings and Recommendations

Scope and Definition

a) The original BP roundabout scheme attached to the developer’s planning consent was
considered ‘not fit for purpose’ (CCC Lancaster Way Briefing Note, 20/09/2018). The
Feasibility Report completed in August 2018 identified four potential schemes, therefore
introducing the scope at the Lancaster Way roundabout:

1.  A10/A142 roundabout full design

2. Al10/A142 roundabout do minimum interim design

3. Al42 Lancaster Way roundabout full design

4.  Al42 Lancaster Way roundabout do minimum interim design
The reasons for the failure to identify the additional scope for Lancaster Way in the original
planning application are not clear. It remains a possibility that a more robust assessment at an
earlier stage may have identified the additional scope sooner. A more detailed exercise
focussing on the remit of the original assessment would need to be carried out to test this
hypothesis.

All subsequent design and costs discussed on the project relate to the do minimum interim

designs for the BP roundabout (A10/A142) and A142 Lancaster Way (i.e. scheme 2 and 4 from

Recommendations

1: Enhance Governance and Control, incorporating Change
Control

Building on the existing CPCA Assurance Framework and Ten
Point Guide to Project Management, the governance for projects
delivered with CPCA and constituent local authority involvement
should be refined. This should include:

« Best practice in establishing and setting requirements for key
project roles such as Senior Responsible Owner and Project
Director

e Aclearly defined gated process that enables interaction of key
stakeholders and decision makers at the appropriate times.

« Defining the key forums where accountabilities will be
discharged, showing the linkage and relationship between
those forums, provide details on the purpose, frequency,

the Feasibility Report). It is unclear how the design has been progressed or budget allowed foe objectives, inputs, outputs and attendees

the full schemes (i.e. scheme 1 or 3 from the Feasibility Report).

b) There is no evidence of a formal change control process being used for scope changes to
construction, including the decision to incorporate the Lancaster Way roundabout, into the
project. The Feasibility Report recommended the addition of the second roundabout to better
address traffic impacts, but the formal governance process for validating that recommendation
and incorporating the additional scope into the project is not clearly documented.

c) Separately, there was cost increase of circa £570k on the BP roundabout between the
Feasibility Report in August 2018 and January 2020 estimate. The key underlying causes of
the BP costs increases are not clear as a robust change control process was not operating at
the time.

d) The critical path for the project was driven by two factors; the expiration of the Local Growth
Fund funding in March 2018 (subsequently extended to March 2021), and the delivery of
30,000m2 GIA development, which we understand is not yet completed. Whilst overall
schedules have been issued at various points in the project, these typically feature only one
roundabout and are not subsequently reported against, indicating there is not an agreed
master schedule beyond the critical dates.

kPMG Page 37 of 299

e Setting forums required to deal with the general construction
progress and buildability issues and forums required to provide
updates to a broader set of stakeholders with different interests,
skills and needs

e Agreeing which reports are produced and by whom, and what
input is required

e An escalation and reporting structure through CPCA and the
constituent local authorities

* An explicit change control process with levels of delegated
authority

e Developing additional guidance around agreement of S106
requirements and around relaxation of release of s106 and
other obligations imposed on 3" parties including the factors to
consider, due diligence to be performed, optioneering to
complete, and the overall evidence assessment and decision-
making process to be followed.

cont'd
8 ( )
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J.KBY Findings and Recommendations

Scope and Definition

Recommendations

e) The Compensation Event process was used during the preliminary and detailed design stages
to incorporate change to the scope of design, such as undertaking trial holes and slab loading
calculations. The Early Warning Notice process does not appear to have been used
effectively, as only one Early Warning Notice was issued (for COVID-19, in March 2020).

f) Skanska has agreed a target cost and been instructed to proceed with the BP roundabout. A
target cost has not yet been agreed and an order has not been placed for the Lancaster Way
roundabout, which is undergoing consultation.

(>
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(cont’d)

The Assurance framework should of course confirm that
appropriate compliance / assurance procedures are performed to
ensure the relevant governance processes are appropriately
followed.

2: Effectively Set Baselines for Cost and Schedule, Informing
a Robust Pipeline

¢ Introduce a master schedule for all projects from project
inception, incorporating best practice in scheduling

e Set standards for estimating, and the quality and contents of
the costs presented in the Commercial Case at SOBC, OBC
and FBC

« Set the process for effective forward planning of expenditure

19
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J.KBY Findings and Recommendations

Recommendations

Governance and Early Stage Cost Information

a) The developer (Grovemere) was the initial client. In July 2020, this formally changed to CCC
upon execution of the third deed of variation to the S106. However, CPCA is making the
most significant funding contribution. This position complicates project leadership and
governance. The multi-stakeholder environment and changes to scope and funding on the
project has drawn attention to the need for increased clarity around leadership roles and
responsibilities and for governance to be enhanced and clearer.

b) The CPCA Assurance Framework dated May 2019 prescribes a Business Case process to
be followed, commencing at Project Initiation Document and culminating in a Full Business
Case pre-procurement. The Assurance Framework outlines a post-contract monthly highlight
report, outcome monitoring and change control process, plus close-out process. Whilst
acknowledging the introduction of this Framework mid-project, no evidence was seen that
the Business Case process was followed (indeed no formal detailed Business Case
document appears to have been prepared), and it is unclear which aspects of the project
monitoring and close-out are to apply in future.

c) CCC defines project gateways, GW1 (Project Scope Approval) to GW8 (Post Completion):

i The relevant gateways appear to have been approved. A governance matrix
outlines who is required to give approval. However, GW1 and GW?2 are not listed
on the matrix and those approvals themselves are not dated. One approval
(GW®) is inconsistent with the approvals stated as required by the governance
matrix.

ii. GWS5 (Approval of Detailed Design) and GW6 (Approval of Target Cost) were
approved on the same day, and there is narrative referring to acceleration and
design completion post target cost. The reasoning behind this and evidence of
consideration of the additional risk position it presents is not clear.

iii.  Generally, whilst the CCC gateway process provides construction cost and
schedule estimates prior to GW5 (Approval of Detailed Design), the only
construction cost estimates during the design phases of this project were in
August 2018 and January 2020.
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1: Enhance Governance and Control, incorporating Change
Control

Building on the existing CPCA Assurance Framework and Ten
Point Guide to Project Management, the governance for projects
delivered with CPCA and constituent local authority involvement
should be refined. This should include:

e Best practice in establishing and setting requirements for key
project roles such as Senior Responsible Owner and Project
Director

e Aclearly defined gated process that enables interaction of key
stakeholders and decision makers at the appropriate times.

« Defining the key forums where accountabilities will be
discharged, showing the linkage and relationship between
those forums, provide details on the purpose, frequency,

» objectives, inputs, outputs and attendees

e Setting forums required to deal with the general construction
progress and buildability issues and forums required to provide
updates to a broader set of stakeholders with different interests,
skills and needs

e Agreeing which reports are produced and by whom, and what
input is required

* An escalation and reporting structure through CPCA and the
constituent local authorities

« An explicit change control process with levels of delegated
authority

e Developing additional guidance around agreement of S106
requirements and around relaxation of release of s106 and
other obligations imposed on 3" parties including the factors to
consider, due diligence to be performed, optioneering to
complete, and the overall evidence assessment and decision-
making process to be followed.

(cont’d)
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J.KBY Findings and Recommendations

Governance and Early Stage Cost Information

d) The process set out by the CCC gateway process of identifying a funding requirement at
the approval of detail design would improve accuracy of funding requests. However, not
communicating a potential funding requirement at an earlier stage, i.e. before detailed
design is complete, appears to have led to a lack of appreciation of the additional
scope/funding required for Lancaster Way prior to March 2020, some 19 months after the
August 2018 Feasibility Report had recommended the inclusion of the second roundabout.

e) A project board was established in November 2018. The remit and attendance at this, the
differentiation of this from a general site / progress meeting, and the escalation route for
issues within CCC and CPCA, is not clear.

f) We have been provided with some examples of minutes from a separate Project Group
Meeting. The remit and attendance at this, and the differentiation of this from the project
board is unclear. In February 2020, six of the ten attendees at the Project Group Meeting
also attended the Project Board two days later.
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Recommendations
(cont’d)

The Assurance framework should of course confirm that
appropriate compliance / assurance procedures are performed to
ensure the relevant governance processes are appropriately
followed.

2: Effectively Set Baselines for Cost and Schedule, Informing
a Robust Pipeline

¢ Introduce a master schedule for all projects from project
inception, incorporating best practice in scheduling

e Set standards for estimating, and the quality and contents of
the costs presented in the Commercial Case at SOBC, OBC
and FBC

« Set the process for effective forward planning of expenditure
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a)

b)

c)

d)

J.KBY Findings and Recommendations

Funding and Delivery Arrangement

The funding status in August 2018 of the four potential schemes identified in the Feasibility
Report is as follows:

A10/A142 (BP) roundabout full design No funding for design or construction

A10/A142 (BP) roundabout interim do minimum
interim design

Funding for design and construction from the
developer Grovemere
A142 Lancaster Way roundabout full design No funding for design or construction

A142 Lancaster Way roundabout do minimum
interim design

No funding for design or construction

After several avenues were explored, funding was obtained in early 2019 from CCC to
progress the preliminary and detailed design of the do minimum Lancaster Way scheme as an
interim measure. The developer was responsible under the S106 agreement for funding the
design of the BP roundabout.

Grovemere was originally accountable for the delivery of the BP roundabout, whatever the
cost. Following the Feasibility Report, CCC adopted responsibility for the delivery of the BP
roundabout, although the formalisation of this (via a S278 agreement or otherwise) was not
clear. Grovemere retained legal responsibility for the cost of the BP roundabout.

The Feasibility Report introduced works at the Lancaster Way (LW) roundabout. CCC took
delivery responsibility for this roundabout. We were advised it was not considered reasonable
to pass the cost risk of the LW roundabout to Grovemere. CCC funded the design fees in the
short term. There was no agreement at this time on which party would bear the construction
cost.
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Recommendations

1: Enhance Governance and Control, incorporating Change
Control

Building on the existing CPCA Assurance Framework and Ten
Point Guide to Project Management, the governance for projects
delivered with CPCA and constituent local authority involvement
should be refined. This should include:

Best practice in establishing and setting requirements for key
project roles such as Senior Responsible Owner and Project
Director

A clearly defined gated process that enables interaction of key
stakeholders and decision makers at the appropriate times.
Defining the key forums where accountabilities will be
discharged, showing the linkage and relationship between
those forums, provide details on the purpose, frequency,
objectives, inputs, outputs and attendees

Setting forums required to deal with the general construction
progress and buildability issues and forums required to provide
updates to a broader set of stakeholders with different interests,
skills and needs

Agreeing which reports are produced and by whom, and what
input is required

An escalation and reporting structure through CPCA and the
constituent local authorities

An explicit change control process with levels of delegated
authority

Developing additional guidance around agreement of S106
requirements and around relaxation of release of s106 and
other obligations imposed on 3" parties including the factors to
consider, due diligence to be performed, optioneering to
complete, and the overall evidence assessment and decision-
making process to be followed.

cont'd
5 ( )
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J.KBY Findings and Recommendations

Funding and Delivery Arrangement Recommendations

e) Atarget cost for the BP roundabout, and a draft target cost for the LW roundabout, was (cont’d)
received from Skanska in April 2020. It was agreed that:

The Assurance framework should of course ensure that

- CCC would retain the delivery responsibility for the BP and LW roundabouts appropriate compliance / assurance procedures are performed to
- Grovemere’s financial contribution would be capped at £988k ensure the relevant governance processes are appropriately
- CPCA would fund the additional £779k for the BP roundabout, and meet the cost for followed.

the Lancaster Way roundabout that was not part of Grovemere’s original scope, plus
fund a risk allowance of £500k for COVID-19
- ECDC would provide £150k funding

The above was formalised in the third deed of variation to the S106 in July 2020 and the
funding agreement between CPCA and CCC in June 2020.

It is unclear how the costs will be met if the total cost of BP and LW is in excess of the amount
agreed at the Transport & Infrastructure Committee May 2020.

We understand the decision to cap Grovemere’s cost risk and fund the additional costs of the
BP roundabout was taken due to concerns over Grovemere proceeding with the ongoing
development of the Lancaster Way Business Park. The original S106 agreement required the
BP roundabout upgrade to be delivered take place prior to reaching a 30,000m2 of
construction threshold took place. We understand the failure to proceed with the BP
roundabout would therefore raised a risk to impact on local job creation due to the potential
loss of a tenant.

It is not clear what advice was taken or what options were considered to mitigate against the
risk to negative impact on local job creation, before arriving at the decision to cap the
developer’s cost exposure and transfer that risk ultimately to CPCA.
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J.KBY Findings and Recommendations

f)  CCC did not support the presentation of costs to the Transport & Infrastructure Committee in 1: Enhance Governance and Control, incorporating Change
March 2020, primarily due to market pricing still being undertaken by Skanska at that time, Control (as above)
and uncertainty over the implications of a high pressure gas main. CPCA made a risk
provision for these issues in the March 2020 paper.

g) We were advised that, whilst an increase in funding was agreed in principle, it was not
possible to formalise this as the March 2020 meeting was virtual.

h) The subsequent forum was the main CPCA Board in April 2020, which agreed the project
should either be reduced to the original single roundabout scope should further cost pressures
emerge, or to conduct a review of the budget and timetable for the project should there be any
further costs arising. In this forum it was agreed to delegate the decision-making for additional
funding to the Transport & Infrastructure Committee.

i)  The May 2020 Transport & Infrastructure Committee followed receipt of Skanska's target
costs and the emergence of COVID-19 as a project issue. Additional funding of £722,527 was
approved, taking the CPCA contribution to £1,890,770. The documents provided to us do not
suggest that there was consideration of de-scoping and the project is referred to the Audit & »
Governance Committee.
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J.KBY Findings and Recommendations

Recommendations

Affordability and Value for Money

a) A value for money calculation was completed by Skanska in April 2020 This is after the
Transport & Infrastructure Committee had been approached for additional funding in March
2020. The report concluded the schemes were providing value for money at the target costs
agreed with Skanska. There does not appear to be guidance on when a value for money
report should be obtained, which party is appropriate to carry this out to avoid a conflict of
interest, and what it should contain or assess. We were not asked to review or comment on
the approach followed in the VfM assessment performed nor to review or comment on the
conclusions reached.

b) Evidence of due diligence or verification of the statement that the developer had limited
ability to meet the costs of the BP / LW roundabouts, prior to the decision by CPCA to
contribute additional funding, is not clearly documented.

¢) In November 2018, CPCA questioned alternative procurement routes to appointing
Skanska. CCC had identified Skanska or Eastern Highways Alliance could be used, with
other potential frameworks accessible by CPCA, or direct procurement by Grovemere. A
comprehensive consideration of potential procurement options and the relationship with
project ownership and project funding does not appear to have been undertaken.

d) There is a complete project budget, but it is high-level (with only six heads of cost for
Lancaster Way). It does not appear to form part of the monthly reporting cycle.

e) As there is no Business Case, there is not a formal articulation of the benefits the project is
intended to deliver. Rationale, aims and objectives and high-level consideration against the
Five Case Model was included in Grovemere’s grant funding application, for the roundabout
and other infrastructure upgrade works. We did not see evidence that there was monitoring
and measuring of the resulting benefits realisation.
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1: Enhance Governance and Control, incorporating Change
Control

Building on the existing CPCA Assurance Framework and Ten
Point Guide to Project Management, the governance for projects
delivered with CPCA and constituent local authority involvement
should be refined. This should include:

« Best practice in establishing and setting requirements for key
project roles such as Senior Responsible Owner and Project
Director

e Mapping and interacting with stakeholders throughout a gated
process and clear details of the gated process

« Defining the key forums where accountabilities will be
discharged, showing the linkage and relationship between
those forums, provide details on the purpose, frequency,

» objectives, inputs, outputs and attendees

e Setting forums required to deal with the general construction
progress and buildability issues and forums required to provide
updates to a broader set of stakeholders with different interests,
skills and needs

e Agreeing which reports are produced and by whom, and what
input is required

e An escalation and reporting structure through CPCA and the
constituent local authorities

* An explicit change control process with levels of delegated
authority

e Developing additional guidance around agreement of S106

requirements and around relaxation of release of s106 and
other obligations imposed on 3" parties including the factors to
consider, due diligence to be performed, optioneering to
complete, and the overall evidence assessment and decision-
making process to be followed.

(cont’d)
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Affordability and Value for Money

f)

J.KBY Findings and Recommendations

CPCA had no allowance in the MTFS in January 2020 for costs associated with BP and
Lancaster Way roundabouts, save for the residual grant funding given to the developer in
2016. Additional funding was approved at both the March 2020 and May 2020 Transport &
Infrastructure Committees, with the resulting additional funding of £1.89m was set out in the
Budget Update Report which went to the Board in August 2020. The CCC Transport
Delivery Plan 2020-2023 records no funding provision from CCC for either Lancaster Way
or BP roundabouts.

The implication of this is the LW roundabout had no confirmed construction funding between
its identification in August 2018 and March 2020.

Recommendations

(cont’d)

The Assurance framework should of course ensure that
appropriate compliance / assurance procedures are performed to
ensure the relevant governance processes are appropriately
followed.

3: Supplement CPCA Assurance Framework with Further Best
Practice Guidance

Enhance the good work completed in the CPCA Assurance

Framework with additional contents guidance for quality Business

Cases. This may include:

¢ Requirement for an ‘approval in principle’ - with regards to
funding streams - with constituent local authorities, developers
and other parties as part of the financial case at SOBC and

e OBC (i.e. agreeing the proportion of funding to be obtained for

the project from the various stakeholders, and the sources of
funding)

¢ Requirement for a value for money calculation or statement as
part of the strategic case at SOBC, OBC and FBC, identifying
the funding envelope inside which value for money will be
demonstrated and the way in which demonstration of VFM
should be assessed and reported

e Guidance on what procurement routes are to be prioritised and
explored in preparation of the commercial case at OBC
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J.KBY Findings and Recommendations

Estimating, Uncertainty and Risk

a)

b)

c)

d)

e)

f)

The approach to quantifying and making allowances for risk appears to be high level and not
supported by optimism bias guidance or quantified risk registers. This is evident from:

i Feasibility estimates include an allowance for 30% optimism bias, with no
supporting calculation

ii.  January 2020 estimates include a line item of 5% for contractor risk in the target
cost, and 20% allowance for client risk. It is unclear how this was quantified. It is
also unclear what information is shared with the contractor.

In the feasibility estimates and the January 2020 estimates, the organisation and compilation
of the estimates differs. The overhead percentage varies from 15.6% to 16% and the
sequence of items measured varies, which impacts compounding. There is no cost inclusion
in either estimate for inflation, which would have increased construction costs due to the
extended project duration. There appears to be no guidance on the composition of
estimates.

There remain exclusions from the January 2020 estimates, such as VAT and land purchase.
It is unclear where these additional costs-are provided for. Additionally, there are
assumptions such as all spoil being inert. We were advised the risk registers inform the risk
allowances, but below-ground contamination — a key risk for this type of project - is not on
the risk register.

The May 2020 additional funding approval from CPCA included a £500k allowance for
COVID-19 measures. It is unclear how this amount was arrived at. It is also unclear how the
expenditure against this allowance is to be quantified and monitored. Further, it is unclear
what measures are being pursued to mitigate these costs, such as extended working hours.

There is an overarching project risk register. Risks are also captured in the monthly CPCA
Highlight Report, where they are quantified. The relationship between the quantified risks
and the contingency held is unclear.

The process for risk management during the delivery phase is included in the ‘Ten Point
Guide to Project Management’ (as part of the CPCA Assurance Framework), but provides
limited guidance and should be enhanced.
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Recommendations

4: Formalise Risk Management Approach

Set a framework for approaching risk management, including;

* Quantifying uncertainty, optimism bias and risk allowances as
part of estimates

» The approach to contingency management, including
identification of reserves and authorisation of draw-down
through change control

» Setting minimum standards for the identification and
management of risk throughout the project lifecycle, using risk
registers and Early Warning Notices
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J.KBY Findings and Recommendations

a) Skanska progress reports were generated, the earliest example provided from June 2019.
This reporting did not identify the overarching project issues:

The costs reported are the design fees for the current design stage. There is no
reporting of cost of future design phases or the estimated construction cost. No
reports separate the costs attributable to the BP and Lancaster Way
roundabouts.

The reporting of milestone dates was not comprehensive. Of the reports we were
provided, the first showing a forecast construction date was in February 2020.
Until February 2020 there was no separation of the schedule dates for the BP
and Lancaster Way roundabouts.

There is evidence of movement in the milestone dates not supported by change
control and without narrative (GW4 completion forecast as 10/09/19 in August 19
and achieved on 21/10/2019). It is unclear how these milestone dates relate to
an agreed master schedule.

Whilst there is a place to record Early Warning Notices, none have been
recorded on the project to date. There is no narrative space to record other risks.

b) Highlight Reports were generated for CPCA Business Board, the earliest example provided
from July 2018. This reporting did not identify the overarching project issues. We understand
the remit of the reporting is whether the developer would spend the grant by the deadline,
and whether the developer would make loan repayments in accordance with the agreement.

c)

The progress meeting agenda removed health and safety and innovation as meeting items
in September 2019. The agenda content could be supplemented to support full
consideration of pertinent issues and compliance with legislation, such as the Construction
(Design & Management) Regulations 2015.
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Recommendations

5: Improve Quality of Reporting, and Standardise Reporting
Formats

Building on the existing CPCA Highlight Report format, establish
best practice reporting templates to consistently capture pertinent
data from inception throughout the project lifecycle. This will
incorporate:

An agreed approach to joint drafting between CPCA and CCC
(or others as appropriate)

Current available funding and sources

Budget, and projected expenditure split between costs to date
and costs to go

Schedule and milestone reporting

Key risks and available contingency

Current contract award value
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Reporting (cont’'d)

d)

e)

f)

9)

h)

J.KBY Findings and Recommendations

Highlight Reports in the CPCA format have been completed from March 20 onwards and
represent an increase in reporting quality. This report contains good information (including
a narrative update, project RAG rating, top 5 risks) but could be enhanced:

i Some information does not agree with other sources, notably the project outturn
cost. Highlight Report 18/06/2020 states £2,267,418. Board paper for T&l
Committee 15/05/2020 states £3,029,125 (including the COVID-19 risk
allowance of £500Kk).

ii.  The outturn project cost is presented as a single line item. The component parts
of the outturn cost should be reported, showing separately the remaining
allowances for risk.

The delivery risk and cost escalation risk to Lancaster Way resultant from the public
consultation is included on the CPCA Highlight Report risk register, but has zero cost
allocated. The risk is not included on the overall project risk register.

CCC did not support the presentation of costs to the Transport & Infrastructure Committee
in March 2020, primarily due to market pricing still being undertaken by Skanska at that
time, and uncertainty over the implications of a high pressure gas main. CPCA made a risk
provision for these issues in the March 2020 paper.

We understand that the compressed time period to prepare papers for submission — whilst
cost information was still emerging - to the Committee resulted in an inability to address all
feedback and outstanding queries between CCC and CPCA. This resulted in a
misalignment of expectations/understanding in regards to the contents of the paper and
suggests poor alignment in preparation of reports and a lack of clarity on governance and
reporting structures, roles and responsibilities.

The May 2020 Transport & Infrastructure Committee included a requested amendment,
ultimately defeated, regarding reporting by CPCA which contained ‘inaccuracies and
misrepresentations’ and had not been shared with CCC prior to publication. This is further
indicative of poor alignment in governance and reporting structures, and in report
preparation

The post-contract internal reporting requirements of CCC, and the associated escalation
route, is unclear.
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Recommendations

5: Improve Quality of Reporting, and Standardise Reporting
Formats

Building on the existing CPCA Highlight Report format, establish
best practice reporting templates to consistently capture pertinent
data from inception throughout the project lifecycle. This will
incorporate:

An agreed approach to joint drafting between CPCA and CCC
(or others as appropriate)

Current available funding and sources

Budget, and projected expenditure split between costs to date
and costs to go

Schedule and milestone reporting

Key risks and available contingency

Current contract award value
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3. KBY FIndings and Recommendations

Project Duration

The project’s inception was at planning approval in March 2011. The forecast construction completion for the BP roundabout is December 2020 and for the LW
roundabout of March 2021, giving an overall project duration of around 9.5 years, of which the construction duration is circa 8 months. This is not the shortest possible
project duration. Factors influencing the project length were as follows:

Pre-feasibility 6 years 7 months
Planning approval March

2011 — Feasibility Report
commission October 2017

Feasibility Report 10 months

October 2017 — August
2018

The project critical path was set by two factors: 1) the 30,000m2 GIA construction trigger included
in the S106, and 2) the expiration date of the funding provided by the Enterprise Partnership.

After the initial planning approval and S106 in March 2011, two deeds of variation were obtained -
March 2014 and December 2015. The Enterprise Funding was obtained in September 2016. The
developer was driving the programme at this time, and had no need to progress the project at
pace, so far in advance of achieving the 30,000m2 GIA threshold.

The initial funding expiration date necessitated a construction completion date of March 2018.
When this funding expiration date was extended (in February 2019) to March 2021, the GIA
threshold had not yet been met and the revised funding date became the effective critical path.

A Feasibility Report was commissioned by the developer in October 2017. The key driver for the
extended duration between the award of Growth Fund grant in September 2016 and the
commissioning of the Feasibility Report is not clear.

Resource availability at Skanska and a demobilised period of 2 months between Phase 1 (site
surveys) and Phase 2 (traffic modelling and options) appear to have contributed to the longer than
typical duration of the feasibility study.
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J.KBY Findings and Recommendations

Project Duration

Post-feasibility 6 months This period was related to considering the results of the Feasibility Report, then agreeing
responsibility for funding for the design of the Lancaster Way roundabout.

September 2018 — March

2019

Design 11 months+ Whilst quotations from statutory utilities providers were obtained in this period, the design duration
appears disproportionate to the scale and complexity of construction involved in the project.

March 2019 — January

2020 (BP) and ongoing

(Lancaster Way)

Construction 5 months (BP) Whilst these are relatively short construction durations, there does not appear to be formal
optioneering regarding complete closures or partial closures.

July 2020 — December 3 months

2020 (BP) (Lancaster Way)

January 2021 — March
2021 (Lancaster Way)

Recommendations

2: Effectively Set Baselines for Cost and Schedule, Informing a Robust Pipeline

Introduce a master schedule for all projects from project inception, incorporating best practice in scheduling
Set standards for estimating, and the quality and contents of the costs presented in the Commercial Case at SOBC, OBC and FBC
Set the process for effective forward planning of expenditure
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4. Consolidated Recommendations and Next oteps

The detailed key findings in Section 3 of this report identified a number of recommendations, which can be grouped into major areas of
focus. These recommendations can be used to enhance the likelihood of delivery success for this project, but are also applicable across
the CPCA portfolio.

1:

Enhance Governance and Control

Building on the existing CPCA Assurance Framework and Ten Point Guide to Project Management, the governance for
projects delivered with CPCA and constituent local authority involvement should be refined. This will include:

Best practice in establishing and setting requirements for key project roles such as Senior Responsible Owner and
Project Director

A clearly defined gated process that enables interaction of key stakeholders and decision makers at the appropriate
times.

Defining the key forums where accountabilities will be discharged, showing the linkage and relationship between
those forums, provide details on the purpose, frequency, objectives, inputs, outputs and attendees

Setting forums required to deal with the general construction progress and buildability issues and forums required to
provide updates to a broader set of stakeholders with different interests, skills and needs

Agreeing which reports are produced and by whom, and what input is required

An escalation and reporting structure through CPCA and the constituent local authorities

An explicit change control process with levels of delegated authority

Developing additional guidance around agreement of S106 requirements and around relaxation of release of s106
and other obligations imposed on 3rd parties including the factors to consider, due diligence to be performed,
optioneering to complete, and the overall evidence assessment and decision-making process to be followed.

. Effectively Set Baselines for Cost and Schedule, Informing a Robust Pipeline

Introduce a master schedule for all projects from project inception, incorporating best practice in scheduling

Set standards for estimating, and the quality and contents of the costs presented in the Commercial Case at SOBC,
OBC and FBC

Set the process for effective forward planning of expenditure
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4. Consolidated Recommendations and Next oteps

3: Supplement CPCA Assurance Framework with Further Best Practice Guidance

Enhance the good work completed in the CPCA Assurance Framework with additional contents guidance for quality
Business Cases. This may include:

- Requirement for an ‘approval in principle’ - with regards to funding streams - with constituent local authorities,

developers and other parties as part of the financial case at SOBC and OBC

- Requirement for a value for money calculation or statement as part of the strategic case at SOBC, OBC and FBC,
identifying the funding envelope inside which value for money will be demonstrated, and the way in which
demonstration of VFM should be assessed and reported

- Guidance on what procurement routes are to be prioritised and explored in preparation of the commercial case at
OBC

4: Formalise Risk Management Approach
Set a framework for approaching risk management, including;

- Quantifying uncertainty, optimism bias and risk allowances as part of estimates

- The approach to contingency management, including identification of reserves and authorisation of draw-down

through change control

- Setting minimum standards for the identification and management of risk throughout the project lifecycle, using risk
registers and Early Warning Notices

5: Improve Quality of Reporting, and Standardise Reporting Formats

Building on the existing CPCA Highlight Report format, establish best practice reporting templates to consistently
capture pertinent data from inception throughout the project lifecycle. This will incorporate:

e - An agreed approach to joint drafting between CPCA and CCC (or others as appropriate)
- Current available funding and sources

- Budget, and projected expenditure split between costs to date and costs to go

- Schedule and milestone reporting

- Key risks and available contingency

- Current contract award value
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Appendices




Appendix 1: LISLor Interviewees

The below list indicates parties who participated in interviews for this engagement. A number of parties participated in
several interviews in addition to the factual accuracy process, in completing this engagement.

Interviewee

David Allatt — Transport Assessment Manager, Cambridgeshire County Council
Jon Alsop — Head of Finance, Cambridgeshire and Peterborough Combined Authority

Domenico Cirillo — Business Programmes & Business Board Manager, Cambridgeshire and Peterborough
Combined Authority

Steve Cox — Executive Director for Place & Economy, Cambridgeshire County Council

Robert Emery - Chief Accountant, Dept CFO and Section 151 Business Board, Cambridgeshire and Peterborough
Combined Authority

Chris Foyle — Project Manager, Cambridgeshire County Council
Rowland Potter — Head of Transport, Cambridgeshire and Peterborough Combined Authority
Andy Preston — Assistant Director Infrastructure & Growth, Cambridgeshire County Council

Paul Raynes — Strategy and Assurance Director, Cambridgeshire and Peterborough Combined Authority
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Appendix 2: L

The documents provided were reviewed solely for the purposes set out in the scope. Given in some cases the extensive nature of the

documents, the review was high-level.

Document Title (electronic file Document Title (electronic file name)
name)

A142 - Rbts Project Gateways

A10/A142 Witchford Roundabout As Built
Drawings 21/11/19

A10/A142 Witchford Roundabout Phase 1
Progress update 07/12/2017

Project Commissioning Brief March 2019

A142 Junction Tech Note

Project Commissioning Brief January 2019
CEOQ06 - Trial holes AW - A142 BP
Roundabout

CEO007 - 8 - 9 Trees Eco Gas

CEO010 Geotech

CEO11 - eDNA Surveys

CEO012 - Management time

A142 Study Programme
P_5020067_HW_GA_101_Rev_A
P_5020067_HW_GA_102_Rev_A
P_5020067_HW_GA_103 Rev_A
P_5020067_HW_GA_104_Rev_A
Witchford Feasibility Study - Final-06 09
2017

3.1 - Business Case PROJ-2314
Business Case 1.2

Growth Prospectus 2018/2019 - Expression
of Interest Internal Assessment Proforma
Report Grovemere Propert Ltd PDF
Lancaster Way - Working towards a way
forward 08/01/2020

Governance
Email

Email
Scope

Design
Scope

CE
CE
CE
CE
CE
Schedule
GA
GA
GA
GA

Scope
Business Case
Business Case

Funding Expression of Interest
Funding assessment

Email

Mation Recenved

2020-01-31 BP Estimate CF
2020-01-31 LW Estimate CF

2020-04-23 Draft ECI Estimate
A142 A10 BP Roundabout target cost v1 rev B

Economic Assessment
A10_A142 Witchford Rd TC Phasel 021017

A10_A142 Witchford Rd TC Phase2 240118

LA 430086 - BP Detailed Design Estimate 18/09/19
LA 430086 - LW Detailed Design Estimate 18/09/19
Witchford Feasibility Study v4 27/08/2018

Target Cost A142 Lancaster Way CF Comments
CPCA T&I Paper_A10-A142 March 2020

CPCA T&l Paper May 2020

TRANSO029 Budget Tracker April 20

TRANSO029 Budget Tracker May 20

TRANSO029 Budget Tracker June 20

CCC Cost Profile - April 20
CCC Cost Profile - May 20
CCC Cost Profile - May 20v1

CCC Cost Profile - June 20
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Estimate
Estimate

Estimate
Estimate

Estimate
Estimate

Estimate

Estimate

Estimate

Estimate

Estimate

Paper

Paper

Financial statement
Financial statement
Financial statement

Cashflow current FY
Cashflow current FY
Cashflow current FY

Cashflow current FY
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Appendix 2 L Mation Recenved

The documents provided were reviewed solely for the purposes set out in the scope. Given in some cases the extensive nature of the

documents, the review was high-level.

Document Title (electronic file name) Document Title (electronic file name)

March 20 - Untitled - MTFP reconciliation Excel report Design Progress Report June 2019
March 20 - CPCA - Highlight Report Excel report Agenda Progress Meeting August 2019
April 20 - CPCA - Highlight Report Excel report Issue of drawing 12/08/2019
April 20 - CPCA - Highlight Report Excel report Minutes Progress Meeting August 2019 (MH Comments)
May 20 - CPCA - Highlight Report Excel report Minutes Progress Meeting August 2019
May 20 - CPCA - Highlight Report Excel report Progress update email 12/09/2019
June 20 - CPCA - Highlight Report Excel report A10-A142. C3 Budget Estimate Summary
June 20 - CPCA - Highlight Report Excel report A142 Programme - BP - September 2019
July 20 - CPCA - Highlight Report Excel report Agenda Progress Meeting September 2019
Highlight report template v10 Excel report Budget Diversion - UKPN 06/09/2019
REQ: Lancaster Way Feasibility Study - Progress Meeting Note
20.10.17 Email Lancaster Way - A142 - September 2019
A10/A142 Witchford Roundabout - Survey Progress Email Minutes Progress Meeting August 2019 (ES comments)
REQ: Lancaster Way Feasibility Study - Meeting Note 09.03.18 Email Progress report 13.9.2019
RE: Lancaster Way - Traffic Study - Update Request Email Agenda October 2019 Cost Meeting
REQ: Lancaster Way Feasibility Study - Meeting Note 10.05.18 Email Key actions 14/10/2019
REQ: Lancaster Way Feasibility Study - Meeting Note 10.05.18 Email Progress Report 21-10-19
REQ: Feasibility study and A10 / A142 roundabouts - Minutes -
Comments and Suggestions Email Agenda February 2020
Lancaster Way Briefing Note 20/09/2018 Email 20200206 A10-A142 Improvements Project Board
Minutes Progress Meeting May 2019 Minutes Agenda Progress Meeting February 2020
BP and Lancaster Way A142 Roundabouts Programme March
Agenda Progress Meeting June 2019 Agenda 2020
Issue of drawings for BP and LW roundabouts 13/06/2019 Email A142 Roundabouts Progress Report 28.02.20
Minutes Progress Meeting June 2019 Minutes Progress Report 20-03-2020
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Report
Agenda
Email
Minutes
Minutes
Email

Excel Summary

Schedule
Agenda
Estimate

Schedule
Minutes
Report
Agenda
Email
Report

Agenda
Minutes
Agenda

Schedule
Report
Report
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Appendix 2: L

The documents provided were reviewed solely for the purposes set out in the scope. Given in some cases the extensive nature of the

documents, the review was high-level.

Mation Recenved

Document Title (electronic file name) Document Title (electronic file name)

Minutes Progress Meeting March 2020
Minutes Project Board April 2020
Progress Report 20-04-20

Minutes Project Board May 2020
Minutes Project Board May 2020
Progress Report May 2020

Progress Report May 2020 v2

Progress Report May 2020 SD edits

Agenda Programme Board June 2020
Progress Report June 2020 CF
Progress Report June 2020 final rev 2
Progress Report June 2020 final rev 3
Progress Report July 2020

A142 Roundabouts Highlight Report 31.1.20

Lancaster Way CCEZ - Project Highlight Report - July 2018
Lancaster Way CCEZ - Project Highlight Report - June
Lancaster Way CCEZ - Project Highlight Report - August
Lancaster Way GD Project Highlight Report Apr 2019
Lancaster Way GD Project Highlight Report Aug 2019
Lancaster Way GD Project Highlight Report December
Lancaster Way GD Project Highlight Report Feb 19
Lancaster Way GD Project Highlight Report Jan 2019

Minutes Lancaster Way GD Project Highlight Report July 2019
Minutes Lancaster Way GD Project Highlight Report June 2019
Report Lancaster Way GD Project Highlight Report March 2019
Minutes Lancaster Way GD Project Highlight Report May 2019
Minutes Lancaster Way GD Project Highlight Report November
Report Lancaster Way GD Project Highlight Report October 2019
Report Lancaster Way GD Project Highlight Report October
Lancaster Way GD Project Highlight Report September
Report 2019
Lancaster Way GD Project Highlight Report September
Agenda 2018
Report Lancaster Way GD Project Highlight Report November 2019
Report Lancaster Way HLR Jul 20
Report Grant Funding Agreement - undated 2020 - CPCA and CCC
Report Deed of Variation to S106 agreement
Third Deed of Variation to S106 Agreement dated
Report 31/07/2020
Report Grant Funding Agreement - 5 June 2020
Report Risk register Rev 6
Report A142 LW Rbt - Programme March Update Rev 1
Report 2020.07.13-Grovemere-CPCA-funding-Extension
Report 3849_001
Report CPCA BB approval letter to Grovemere 31 Jan 19
Report Lancaster Way 1 loan funding agreement
Report Lancaster Way 2 - loan funding agreement
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Report
Report
Report
Report
Report
Report
Report

Report

Report

Report

Report

Funding agreement
Deed of variation

Deed of variation
Executed version of
document above
Risk register
Schedule

Letter

Letter

Letter

Funding agreement
Funding agreement

39



Appendix 2 L Mation Recenved

The documents provided were reviewed solely for the purposes set out in the scope. Given in some cases the extensive nature of the
documents, the review was high-level.

Document Title (electronic file name) Document Title (electronic file name)

Lancaster Way 2 grant funding agreement Letter e: Lancaster Way 26/10/2018 Email

LGFGCP13c Lancaster Way Grant Offer Letter - Signed 04.10.16 Letter Re: Lancaster Way 18/10/2018 Email

RE: Local Growth Fund - A10/A142 Lancaster Way S106 funding

23/06/2020 Email Re: Lancaster Way 12/11/2018 Email

Al42/Lancaster Way 08/02/2019 Email Re: Lancaster Way 17/08/2018 Email

Briefing note (2-9-16) Briefing note Re: Lancaster Way 18/10/2018 Email

Confidential - A142/Lancaster Way Roundabout 08/02/2019 Email Re: Lancaster Way 26/10/2018 Email

Draft Minutes of meeting held 13.09.19 Minutes Re: Lancaster Way 26/10/2018 Email

Final Grovemere Properties Ltd Parent Company Bon (G&G 19-9-16) Bond Re: Lancaster Way 07/11/2018 Email

Funding the Al42/Lancaster Way - Thoughts 24/01/2019 Email BP Roundabout - final programme Schedule

FW: Feasibility Design work 11/02/2019 Email Masterplan-oct-18 Masterplan

FW: Feasibility Design work 11/02/2019 Email Programme A142_A10 Schedule

Lancaster Way Project Group Meeting Minutes 04 02 2020

AMENDED Minutes Tender programme rev b Drawing

Lancaster Way Project Group Meeting Minutes 09 06 2020 Minutes 7.1 Budget 2020-21 and Medium Term Financial Plan MTFP

Lancaster Way Project Group Meeting Minutes 27 09 19 Minutes 3.1 Appendix B.1 Grovemere Application Form Funding application
3.1 Appendix B Confidential Appraisal Report and Matrix for

Re: A142 Follow Up Meeting 13/11/2018 Email Grovemere Propert Ltd Funding appraisal

Re: A142 Follow Up Meeting 14/11/2018 Email 3.1 Growth Deal Project Proposals Minutes
Cambridge and Peterborough Combined Authority

Re: A142 Follow Up Meeting 13/11/2018 Email Assurance Framework May 2019
Cambridgeshire and Peterborough Devolution Assurance

Re: A142/A10 Witchford 15/11/2018 Email Framework February 2017

Re: Call with Andy 11/12/2018 Email 106 Agreement 2011 S106 agreement

Re: Confidential - A142/Lancaster Way Roundabout 18/02/2019 Email 24.04.20_A10-A142 Scheme Finance Monitoring Budget Summary

Re: Funding the Al42/Lancaster Way - Thoughts 01/02/2019 Email Re: A10/142 VFM Email

Re: Grovemere A142 Works 06/02/2019 Email A10 / A142 July 2020 Finance Workbook Cost Summary
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ltem 5

KPMG INDEPENDENT REPORT ON THE LANCASTER WAY PROJECT

JOINT RESPONSE BY CPCA AND CCC

The KPMG Independent audit report highlights that the Lancaster Way project is a legacy project
whose origins go back to 2011 and that this was originally funded by the former Local Enterprise
Partnership in 2016. The audit report also highlights that the scope evolved between 2016 and 2018
and that responsibility for funding and management shifted during the lifetime of the project. Both
the Combined Authority and Cambridgeshire County Council recognise the defects in management
of this project which resulted from that complex history. The management of the project did not, in
our view, meet key elements of the project management standards required by the Combined
Authority since 2018, and this view is supported by the audit report.

The Combined Authority and the County Council accept all the recommendations of the audit report.
In some cases, the recommendations highlight practices and standards which have been required by
the Combined Authority since 2018, in others practices and standards which have been introduced
by the Combined Authority since then, and in a few cases require the Combined Authority to
continue with current work on developing and improving practice. These standards are now
imposed on delivery partners through funding agreements. Over the last calendar year, the
Combined Authority has engaged delivery partners through workshops and briefings to ensure that
its project management standards are understood and followed throughout the delivery chain.

As part of the County Council’s on-going work to continuously review and improve its highways
capital programme and project management it has introduced a range of management actions to
strengthen its own systems and control environment. Where current and future projects require
joint working with the Combined Authority the County Council will work to embrace and integrate
into its own systems any changes to the Combined Authority’s systems and processes, such as a new
Assurance Framework, the revised 10 Point Guide, strengthened funding agreements, and any new
project management systems.

The table below sets out:

e The detailed response to the recommendations;
e The action plan for those recommendations which require further action.

Recommendation Response Action plan for further
improvement

1: Enhance Governance and | Accepted. The Combined New iteration of Assurance
Control, incorporating Authority’s Assurance Framework Framework to be available
Change Control. and 10-Point Guide are routinely in early 2021 as part of
Building on the existing reviewed and updated. Elements of | continuing work with BEIS,
CPCA Assurance Framework | this recommendation have already and a new iteration of the
and Ten Point Guide to been implemented through those 10-Point Guide will be
Project Management, the regular reviews. available in November
governance for projects 2020. Any outstanding
delivered with CPCA and issues will be implemented
constituent local authority through this current review.
involvement should be
refined.
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This should include:

e Best practice in
establishing and setting
requirements for key
project roles such as Senior
Responsible Owner and
Project Director

¢ A clearly defined gated
process that enables
interaction of key
stakeholders and decision
makers at the appropriate
times.

¢ Defining the key forums
where accountabilities will
be discharged, showing the
linkage and relationship
between those forums,
provide details on the
purpose, frequency,
objectives, inputs, outputs
and attendees

e Setting forums required to
deal with the general
construction progress and

Already implemented. Project
Initiation Documents (PIDs) now
include a project decision-making
matrix and a RACI chart for key
project roles, in the management
case section. Upon inception, the
RACI chart will be discussed with
internal and external project teams
to establish roles and this will be
reviewed throughout the project
lifecycle.

RACI charts also record the role of
Project Boards and Member
Groups.

Already implemented. In the
Management Case section, PIDs
now include a project decision
making matrix and a RACI chart for
key roles, Project Board and
Member Groups. A Gateway Review
workbook is also included within
the 10-Point Guide and is
completed when a project passes a
Gateway Stage. Milestones are
reviewed during the monthly
highlight report process and include
gateway review points (Transport &
Infrastructure Committee and CPCA
Board).

Already implemented. PIDs now
include a project decision-making
matrix and a RACI chart for key
roles, in the management case
section. Projects are structured to
include Member Groups, Project
Boards, Programme Board, as well
as Transport & Infrastructure
Committee and CPCA Board. These
structures are proportionate to the
scheme complexity and value, with
agreed authority as appropriate.

Already implemented. This is being
evaluated and strengthened in the
production of Funding Agreements

More guidance on
stakeholder
mapping/engagement will
be included in a future
iteration of the 10-Point
Guide to complement the
Gateway process already in
place.
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buildability issues and
forums required to provide
updates to a broader set of
stakeholders with different
interests, skills and needs

¢ Agreeing which reports
are produced and by whom,
and what input is required

¢ An escalation and
reporting structure through
CPCA and the constituent
local authorities

¢ An explicit change control
process with levels of
delegated authority

(which sets out the tasks delivery
partners are responsible for in
schedule 5), scope documents and
project inception meetings. PIDs
now include a project decision-
making matrix and a RACI chart for
key roles in the management case
section. This requires a clear
distinction between managerial
forums and stakeholder forums.

Already implemented. PIDs now
include a project decision-making
matrix and a RACI chart for key roles
in the management case section.
This includes requiring a clear
distinction between managerial
forums and stakeholder forums,
which is proportionate to each
stage and project with the
requirement for agreement within
four weeks of tender award in the
baseline inception discussions.

Already implemented. CPCA have
been developing a risk management
strategy and associated
documentation. We encourage our
delivery partners and local
authorities to adopt CPCA risk
registers. Changes are escalated
through project delivery.

Already implemented. CPCA change
control processes are mandated by
the 10-Point Guide and standard
change forms are maintained by the
PMO. These require sign-off from
the Director or escalation to Board
and/or Committee as appropriate.
The CPCA have been developing a
risk management strategy with
associated documentation, which
supports this.

Project documentation
(including PIDs) is
continually evolved and
enhances this process.
Project roles and escalation
guidance between forums
will be enhanced in the next
iteration of the 10-Point
Guide.

We will work on
strengthening future
Funding Agreements to
ensure the correct level of
detail is contained within
the schedules. Escalation
and reporting guidance
between forums will be
enhanced in the next
iteration of the 10-Point
Guide.

An early warning notice and
change event reporting
process, with a policy
document detailing
delegated authorities and
escalation degrees, has
been designed. This will be
approved at the November
Audit and Governance
meeting for inclusion within
the Combined Authority’s
project management
processes.
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¢ Developing additional
guidance around agreement
of S106 requirements and
around relaxation of release
of s106 and other
obligations imposed on 3rd
parties including the factors
to consider, due diligence to
be performed, optioneering
to complete, and the overall
evidence assessment and
decision-making process to
be followed.

Already implemented. S106
requirements are a Highway
Authority controlled process. The
CPCA Head of Transport meets with
the Cambridgeshire County Council
$106 Officer Team on a monthly
basis to discuss details, concerns
and subsequent compliance. The
Assurance Framework also provides
guidance which our projects need to
demonstrate compliance against,
particularly in relation to Value for
Money (VfM) statements and
independent reviews. The
Management and Financial cases of
PIDs and Business Cases also talk
about alternative funding streams
and would reference S106 funding
appropriately.

2: Effectively Set Baselines
for Cost and Schedule,
Informing a Robust Pipeline

¢ Introduce a master
schedule for all projects
from project inception,
incorporating best practice
in scheduling

e Set standards for
estimating, and the quality
and contents of the costs
presented in the
Commercial Case at SOBC,
OBC and FBC

Accepted. New Financial
Management Account reports were
established in early 2020 to improve
financial reporting and Business
Cases align with DfT’s 5 Case
Business Model with cost estimating
at each stage.

Already implemented. All projects
are encouraged to maintain Gantt
charts, from project initiation
through the lifecycle. Highlight
reports also contain major
milestones, with baseline data.

Already implemented. Business
Cases currently align with DfT 5-
Case Business Case model and
guidance associated, and within
that aligns to cost estimating and
economics at each key stage. This is
then challenged within the VfM
independent review process.

We are looking to utilise MS
Project as standard, and to
see how we can join up with
our delivery partners in
using this system.

We shall look at
engagement at the scoping
stage of a project, to
strengthen this area and set
a standard, such as
benchmarking against
industry standards.
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e Set the process for
effective forward planning
of expenditure

Already implemented. New
Financial Management Accounts
were rolled out across the
organisation in early 2020. This
enables effective forward planning
of expenditure. Future year budgets
are included, which are discussed
between Project Managers and
Finance Managers and fed into the
Medium-Term Financial Plan
(MTFP)/annual budget setting
review.

3: Supplement CPCA
Assurance Framework with
Further Best Practice
Guidance.

Enhance the good work
completed in the CPCA
Assurance Framework with
additional contents
guidance for quality
Business Cases. This may
include:

¢ Requirement for an
‘approval in principle’ - with
regards to funding streams -
with constituent local
authorities, developers and
other parties as part of the
financial case at SOBC and
OBC (i.e. agreeing the
proportion of funding to be
obtained for the project
from the various
stakeholders, and the
sources of funding)

¢ Requirement for a value
for money calculation or
statement as part of the
strategic case at SOBC, OBC
and FBC, identifying the
funding envelope inside
which value for money will
be demonstrated and the
way in which demonstration

Accepted. The CPCA has
Procurement support to provide
advice on projects and VM
statements require sign-off at the
appropriate stages.

Already implemented. At gateway
points, the funding strategy for the
next stage for contributors is
approved prior to stage approval
and subsequent budget
agreements. Equally, funding
applications for central government
whole scheme funding have
incorporated local contribution
percentages. Committee and Board
cycle is in place for approval of
funding/commitment.

Already implemented. The 10-Point
Guide and Assurance Framework
requires VfM statement to be
signed off by the Chief Finance
Officer (CFO), as part of the
Strategic Outline Business Case
(SOBC), Outline Business Case (OBC)
and Full Business Case (FBC). A form
has now been developed to support

We will review the
development of a finance
and funding policy. A robust
strategy could be
strengthened at each stage
as cost certainty is
improved through detailed
design.
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of VFM should be assessed
and reported

* Guidance on what
procurement routes are to
be prioritised and explored
in preparation of the
commercial case at OBC

this. Transport project also have the
VM statement independently
reviewed by Steers, and Agri-Tech
and LGF projects have independent
panels and appraisals. The VfM
statement/process is proportionate
to scheme complexity and costs.

Already implemented. The CPCA
has a Procurement Manager and
Officer, who support officers across
the Combined Authority with expert
commissioning, route to market,
and contracting advice, with the
support of the legal team. The
capacity is available to those
preparing commercial cases at OBC.

4: Formalise Risk
Management Approach.
Set a framework for
approaching risk
management, including;

¢ Quantifying uncertainty,
optimism bias and risk
allowances as part of
estimates

* The approach to
contingency management,

Accepted. The Combined
Authority’s Risk Strategy was
updated at the end of 2019 and
approved by the Board in January
2020. This includes a framework for
approaching risk management and
has been discussed at CMT
meetings.

Already implemented. Risk and
optimum bias calculations are
completed as part of VM and
Business Case development.

Already implemented. A change
control process already exists at the

Each Directorate will engage
in specific training sessions
to run through risk
management and ensure
regular review of
programme risks.

More guidance on
standards is required.

In the development of our
risk management process
and policies, we are
establishing standardised
optimism levels according
to project stage, with a
reducing percentage as
costs and certainty develops
through the design process.
This has also been included
in a new Change Control
document that has been
developed. All risks will be
financially assessed against
the risk appetite and risk
tolerances.

We have designed a risk
management and cost
control process, with
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including identification of
reserves and authorisation
of draw-down through
change control

e Setting minimum
standards for the
identification and
management of risk
throughout the project
lifecycle, using risk registers
and Early Warning Notices

CPCA and standard change forms
are maintained by the PMO. PIDs
also now include a project decision-
making matrix and a RACI chart for
key project roles. This will identify
who signs off change requests
(Project Director or Senior
Responsible Officer).

Already implemented. Risk
registers are included in the
monthly highlight reports. The risk
registers are currently being
reviewed and enhanced to include
relevant and appropriate risk and
action owners with the necessary
delegated authority and clear
escalation routes through the
various levels of authority (including
Board and Committees).

proposed delegated
authority through the an
early warning notice and
change events approvals
documentation. This policy
will detail the need to
challenge early warnings as
opposed to accepting as a
default. The risk
allowance/contingency will
also be detailed within the
Funding Agreement as an
element of the budget, only
to be utilised through early
warning/change event
process. This will be
approved at the November
Audit and Governance
meeting for inclusion within
the Combined Authority’s
project management
processes.

5: Improve Quality of
Reporting, and Standardise
Reporting Formats Building
on the existing CPCA
Highlight Report format,
establish best practice
reporting templates to
consistently capture
pertinent data from
inception throughout the
project lifecycle. This will
incorporate:

Accepted. The Combined Authority
highlight report process is
continually updated to improve the
quality of reporting. This was
updated in early 2020 to
standardise with the new Financial
Management Accounts. This
reporting process and
documentation is shared with our
delivery partners and Local
Authorities to streamline
collaborative reporting. The new
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¢ An agreed approach to
joint drafting between CPCA
and CCC (or others as
appropriate)

¢ Current available funding
and sources

¢ Budget, and projected
expenditure split between
costs to date and costs to go

CPCA Finance reports are also
shared with external partners.

Already implemented. Highlight
reports and finance reports are
shared with external partners early
in the reporting month for
completion, and external deadlines
are in place to allow time for
internal Project Manager’s to
review. Joint SharePoint folders
have been established to allow for
sharing for updated highlight report
information. When the CPCA
highlight report was updated
substantially at the end of last year,
external training sessions were also
set up to ensure a shared
understanding of what information
is required.

Reports will be prepared
collaboratively, for example sharing
for comment

Already implemented. Highlight
reports focus on the CPCA’s funding
contribution only, but funding
sources are maintained through the
MTFP. The allocation of budget and
expenditure is provided within the
Financial Management Accounts for
Project Managers to review. In
addition, we explore 3™ party
funding sources, such as S106
contributions and Community
Infrastructure Levy (CIL) from Local
Authorities, which can be detailed
from the PID stage.

Already implemented. New
Financial Management Accounts
were rolled out across the
organisation in early 2020. This
enables improved reporting of
available budget and projected
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¢ Schedule and milestone
reporting

* Key risks and available
contingency

e Current contract award
value

expenditure. Actuals and forecast
are also pulled through to the
monthly highlight reports to provide
an overview of the project. This is
shared with the CPCA’s Corporate
Management Team.

Already implemented. All projects
are required to manage a gantt
chart and milestones are to be
included in the highlight report
template. Programme reporting
also contains key project
milestones.

Already implemented. Copy of the
CPCA risk register is included as part
of the monthly highlight reports and
updated monthly. The Combined
Authority’s Risk Strategy was
approved by the CPCA Board in
January 2020. This includes a
framework for approaching risk
management and has been
discussed at Corporate
Management Team (CMT)
meetings.

Already implemented. Finance
reports show updated extracts from
the MFTP and identify what is
approved and subject to approval.
This is updated after Board and
Committee meetings. Budget
information is then included in the
highlight reports.

We have developed a risk
management and cost
control process, with detail
on establishing contingency.
This will be approved at the
November Audit and
Governance meeting for
inclusion within the
Combined Authority’s
project management
processes.
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Item 6
\) CAMBRIDGESHIRE | JAMES PALMER

_—
¢/ /) & PETERBOROUGH | CAMBRIDGESHIRE &
II ~=¢ COMBINED AUTHORITY | PETERBOROUGH MAYOR

AUDIT AND GOVERNANCE AGENDA ITEM No: 6
COMMITTEE
27 November 2020 PUBLIC REPORT

REVIEW OF RELATIONSHIP BETWEEN RISK AND CHANGE CONTROL
DOCUMENT

1.0 PURPOSE

11

1.2

1.3

This report provides the Committee with a proposed Relationship between
Risk and Change Control document, which is to enhance the current Risk
Management Strategy and establish an early warning notification and change
control process.

The Audit and Governance Committee’s terms of reference include monitoring
the Combined Authority’s risk management arrangements.

In the interests of good governance, the Committee is requested to review the
Relationship between Risk and Change Control document and suggest any
changes they would like to put forward as a recommendation to the Combined
Authority Board.

RECOMMENDATIONS

Lead Officer: Francesca Houston, Transport Programme Manager.

The Audit and Governance Committee are recommended to:

(a) Recommend to the Combined Authority the adoption of the proposed
Relationship between Risk and Change Control document [Appendix 2]

2.0 BACKGROUND

2.1.

Relationship between Risk and Change Control

The current Risk Management Strategy was proposed and reviewed by Audit
and Governance Committee in December 2019. It made the recommendation
to the Combined Authority Board for the adoption of the strategy and this was
agreed in January 2020.
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2.2. The proposed Relationship between Risk and Change Control document,
Appendix 1, enhances the existing risk management processes within CPCA. It
introduces the following principles that differs from the current Risk
Management Strategy in that:

o Clearly defines Risk Appetite and Risk Tolerance and its accepted levels
within CPCA and how this is calculated for each project.

e Confirms how risks are to be financially quantified using both qualitative
and quantitative assessments and provides an updated risk and
opportunity register.

e Confirms how risks are to be further managed, within appropriate
measures and controls (risk tolerance / contingency).

e Introduces an early warning notification and change control process.

e Addresses delegated authority to authorise financial change within each
directorate.

2.3. The proposed Relationship between Risk and Change Control is recommended
to the Committee as a more effective approach to the management of risk and
change across the Combined Authority’s activities. The recommendation is
that Committee recommend the proposed Relationship between Risk and
Change Control document for adoption by the Combined Authority Board.

3.0 FINANCIAL IMPLICATIONS

3.1. All the work has been carried out in-house, therefore there are no significant
financial implications to this activity.

4.0 LEGAL IMPLICATIONS

4.1 The keeping of an up to date Risk Management Strategy is part of the process
of appropriately identifying and managing risk within the Combined Authority.

5.0 APPENDICES

5.1. Appendix 1 — Risk Management Strategy adopted in January 2020.
5.2.  Appendix 2 - Proposed Relationship between Risk and Change Control
document

Background Documents Location
1. Cambridgeshire & Peterborough 1. Constitution-Final-2020-11-
Combined Authority (CPCA) 06-for-website.pdf
Constitution, 2020. (cambridgeshirepeterborough-
2. Cambridgeshire & Peterborough ca.gov.uk)
Combined Authority (CPCA) 2. Assu_ran_ce—Framework—
Assurance Framework, 2019. Publlca_tlon-N(_)v-2019.pdf
(cambridgeshirepeterborough-
ca.gov.uk)
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https://cambridgeshirepeterborough-ca.gov.uk/assets/Assurance-Framework-Publication-Nov-2019.pdf
https://cambridgeshirepeterborough-ca.gov.uk/assets/Assurance-Framework-Publication-Nov-2019.pdf
https://cambridgeshirepeterborough-ca.gov.uk/assets/Assurance-Framework-Publication-Nov-2019.pdf
https://cambridgeshirepeterborough-ca.gov.uk/assets/Assurance-Framework-Publication-Nov-2019.pdf
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1. Introduction

This Risk Management Strategy outlines the approach taken by Cambridgeshire and Peterborough
Combined Authority (CPCA). This guide describes the specific management activities that will be
undertaken for the organisation and the individual portfolios within CPCA.

Risk management is the effective way to manage risk before it becomes an issue. It also implements
processes to deal with risk escalation, promotion and issue management.

A risk can be either a threat (i.e. uncertain event that could have a negative impact on objectives or
benefits) or an opportunity (i.e. an uncertain event that could have a favourable impact on
objectives or benefits)

The benefits gained from effectively managing risk include:

e Encouraged proactive management — strategic, operational and financial;
e Increased likelihood to deliver against objectives and targets;

e Improved identification of opportunities and threats;

e Improved operational effectiveness and efficiency;

e Improved CPCA learning;

e Improved CPCA resilience.

Issues are risk events that have happened. These were not planned and require immediate
management actions. Risks when they occur become issues or as otherwise known “become
realised”.

The Risk Management Strategy implements section 6.3 of the Assurance Framework. “It is important
that the level of risk taken on any project and programme is understood from an early stage
alongside the associated cost implications. Project managers are required to include risk as part of
funding requests”.

2. Risk Policy

CPCA recognises the need for risk management to feature in our strategic, operational planning and
decision-making governances. CPCA is committed to managing and minimising risk by identifying,
analysing, evaluating and treating risks that may impact the future success of the organisation. The
approach has the following aims:

o All staff obtain a sound understanding of the principles of risk management;

e Issues are avoided or if realised they have a reduced financial impact by an increased
understanding of risk and quickly identifying mitigation responses;

e Risk management is embedded in decision making by providing visibility of risks.

The approach is based on: thinking logically; identifying key risks and what to do about each risk;
deciding who is responsible and accountable for the risk; recording the risks and changes in risk
exposure; monitoring the risks and learning from events.

CPCA is a complex organisation with different portfolios, these include:

e Business & Skills.
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e (Corporate Services.
e Housing.
e Transport & Strategy.

When dealing with particular projects within these portfolios, guidance is used through
Supplementary Green Book Guidance for Optimism Bias.

3. Risk Management Aims and Objectives

The aim of risk management is to ensure that CPCA has an effective process to support better
decision making through good understanding of risks and the likely impact these risks may have. In
general terms, “risk management” refers to the architecture (principles, framework and process) for
managing risks effectively, while “managing risk” refers to applying that architecture to particular
risks.

In order for CPCA’s Risk Management Strategy to be effective, all employees at CPCA should
understand risk management. The core principles of the Risk Management Strategy are:

e Integral part of all CPCA processes.

e Part of decision making.

e Explicitly addresses uncertainty.

e Based on the best available information.

e Tailored approach.

e Takes human and cultural factors into account.
e Transparent and inclusive.

e Dynamic, iterative and responsive to change.

e Facilitates continual improvement of CPCA.

These principles will be achieved by:

e Establishing clear roles, responsibilities and reporting lines within CPCA for risk
management;

e Following the Risk Management Methodology (Appendix 1);

e Effective communication with all CPCA employees;

e Monitoring progress in implementing the strategy and reviewing the risk management
arrangements on an on-going basis.

As stated within the Assurance Framework, “at project level, all projects are expected to outline, in
detail, any identified risks during the business case development and due diligence processes. Once
in delivery, ongoing risk registers are maintained and incorporated into the monthly highlight
report”.

Within CPCA, we have defined risk into four groups. This is to effectively implement the risk
management strategy. The four risk groups are:

e Project

e Programme
e Portfolio

e (Corporate
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4. Roles and Responsibilities

The table below outlines the key roles within the Risk Management Strategy: -

Table 1: Roles and Responsibilities — Project Level

Role Responsibility / Action

Corporate Risk Owner / e Authorises the risk and issue management strategy and its
Chief Executive adjustment, improvement and enforcement
e Ownership of strategic / corporate risks and issues, ensuring
mitigation actions are dealt with at the appropriate senior
level.
e In charge of monitoring the strategy / corporate risk register.
o Define clear rules for escalation and promotion.
e Deploys a consistent language of risk management across the
corporate, portfolio, programme and its projects.

Portfolio Director e Ownership of portfolio-level risk and issues.
e Assures portfolio adherence to the risk management
principles

e Define clear rules for escalation and promotion.

e Deploys a consistent language of risk management across the
portfolio, programme and its projects.

e Escalates items across the programme boundaries to
Corporate Risk Owner for resolution where necessary.

e Communicates the progress of the resolution of issues in a
clear and timely fashion across the portfolio.

e Coordinates risk and issue management interfaces with

programmes.
e Provides support and advice on risks and issues to
programmes.
e Allocates risk and issues as appropriate.
Programme Risk Owner e Ownership of programme-level risk and issues.
e Assures programme adherence to the risk management
principles.

e Deploys a consistent language of risk management across the
programme and its projects.

e Escalates items across the programme boundaries to
Portfolio Director for resolution where necessary.

e Communicates the progress of the resolution of issues in a
clear and timely fashion across the programme.

e Coordinates risk and issue management interfaces with
projects.

e Provides support and advice on risks and issues to projects.

e Allocates risk and issues as appropriate.

Project Risk Owner e Ownership of project-level risk and issues.
e Assures the project adherence to the risk management
principles.
e Deploys a consistent language of risk management across the
projects.
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e Escalates items across the programme boundaries to
Programme Risk Owner for resolution where necessary.

e Communicates the progress of the resolution of issues in a
clear and timely fashion across the project.

e Allocates risk and issues as appropriate.

Table 2: Roles and Responsibilities — Governance Level

Role Responsibility / Action

Combined Authority e Adopt and review the Risk Management Strategy.

Board e Receive recommendations from the Audit and Governance
Committee as to the Authority’s arrangements for the
management of risk and on the any concerns that risks are
being accepted which the Authority may find unacceptable.

Business Board e Review and challenge mitigation and exploitations at the
appropriate level (in relation to matters directly controlled or
indirectly accessible by the Business Board).

Audit and Governance e Initiates assurance reviews of risk and issue management

Committee effectiveness.

® Reviews the Authority's risk management arrangements. The
Committee will consider the Risk Management Strategy on an
annual basis and will make appropriate recommendations to
the Combined Authority Board.

e Monitors the Authority’s risk and performance management
arrangements including reviewing the corporate risk register
on a quarterly basis together with progress with mitigating
actions and assurances.

Internal Audit e Responsibility to undertake sufficient work to establish
whether the CA has “adequate and effective” risk
management, control and governance processes.

e The Chief Internal Auditor provides an annual opinion on the
overall systems of internal control and their effectiveness.

Monitoring Officer e Manages and coordinates the resolution of risks relating to
operational performance and benefits achievement.

e Ensures that risk management cycle includes operational
risks.

e Manages risks that impact on business performance and
transition.

e Identifies operational issues and ensures that they are
managed by the programme.

o |dentifies opportunities from the business operations and
raises them for inclusion in the programme.

e Contributes to impact assessments and change control.

e Monitors and reports on business performance issues that
may require the attention of the programme during
transition.

Section 73 Officer e The Chief Finance Officer is appointed under Section 73
Officer of the Local Government Act 1985 to ensure that
proper administration of the financial affairs of the Combined
Authority and Business Board. The Section 73 Officer is
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responsible for providing the final sign off for funding
decisions. The Section 73 Officer will provide a letter of
assurance to government by 28th February each year
regarding the appropriate administration of government
funds under the Cambridgeshire and Peterborough
Investment.

e The S73 office is also required to report to, and provide
assurances to, the Audit and Governance Committee in
relation to the Combined Authority’s risk management and
assurance mapping arrangements and has overall
responsibility for maintaining adequate and effective internal
control arrangements.

Project Management e Manages and coordinates the information and support
Office (PMO) systems to enable efficient handling of the programmes risk
and issues.

e Maintains the risk register for each programme.
e Maintains the issue register for each programme.
e Establishes, facilitates and maintains the risk management

cycle.

e Establishes, facilitates and maintains the issue management
cycle.

e Maintains the configuration management system (document
control).

e Facilitates the change control steps.

The Assurance Framework states that “Senior Officers of the Combined Authority (Chief Executive
and S73 Officer) are responsible for the identification and management of risk. The Combined
Authority has an Assurance Manager, to support this activity”.

5. Arrangements for Managing Risk

The Risk Management Methodology to be employed at CPCA is outlined in Appendix 1, with a copy
of the Issue Management Strategy within Appendix 2. The project risk and opportunity templates
and guidance notes can also be found in Appendix 3 and Appendix 4. Dealing with risk events that
have become issues are documented in Issue Log Appendix 5.

6. Monitoring Arrangements

To ensure that informed decisions are made, it is essential to identify key strategic risks. Strategic
risks will be reviewed monthly by the Combined Authority Management Team, as per the Assurance
framework and will be documented in the Corporate Risk Register.

Progress in managing strategic risks will be monitored and reported on to ensure that identified
actions are delivered and risks managed.
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The Corporate Risk Register will be reviewed by the Audit & Governance Committee on a quarterly
basis as per the Assurance Framework.

Internal Audit will carry out a periodic review of the CPCA’s risk management arrangements to
provide independent assurance as to their effectiveness.

In carrying out audits throughout the year, Internal Audit will also:

Identify and report weaknesses in the controls established by management to
manage/monitor risks;

Provide advice on the design/operation of the controls established by management to
manage/monitor risk.

In order to ensure risk management is effective, CPCA will:

Measure risk management performance against indicators, which are periodically reviewed
for appropriateness.

Periodically measure progress against, and deviation from the risk management plan.
Periodically review whether the Risk Management Methodology, policy and plan are still
appropriate given CPCA internal and external context.

Report on risk, progress with the risk management plan and how well the risk management
policy is being followed.

Review effectiveness of Risk Management Methodology.

7. Training and Communication Arrangements to Support
Implementation of the Strategy

Training of the Risk Management Methodology (Appendix 1) will be provided to those employees
with direct responsibility for involvement in the risk management process:

e Corporate Risk Owner;
e Portfolio Director;

e  Programme Risk Owner;
e Project Risk Owner;

e PMO;

e Board;

e Internal Auditor;

e Monitoring Officer;

e Section 73 Officer;

e All employees.

8. Review of the Risk Management Strategy

This strategy will be reviewed every three years.

9. Appendices:
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Appendix 1: Risk Management Methodology

Appendix 2: Issue Management Strategy

Appendix 3: Risk Register and Guidance Notes

Appendix 4: Opportunity Register and Guidance Notes

Appendix 5: Issue Log and Guidance Notes

10. Version Control

Any amendments to the Risk Management Strategy should all be logged in the box below:

Version Date Comments
1.0 07/11/2019 First draft of Risk Management Strategy
2.0 05/12/2019 Finalised for inclusion to Audit and Governance Committee for 16%
December 2019
2.1 16/12/2019 | Approved with minor amendments from Audit and Governance
Committee
2.2 29/01/2020 | Adopted by Combined Authority Board

11. References

1. Association for Project Management (APM) Book of Knowledge, 2014.
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Managing Successful Programmes (MSP) Best Practice Management, 2011.
Cambridgeshire & Peterborough Combined Authority (CPCA) Risk Management Strategy,
2018.

British Standard — Risk Management — Principles and guidelines, BS ISO 31000:2009.
Supplementary Green Book Guidance, Optimism Bias, HM Treasury.

Cambridgeshire & Peterborough Combined Authority (CPCA) Constitution, 2019.
Cambridgeshire & Peterborough Combined Authority (CPCA) Assurance Framework, 2019.
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Appendix 1. Risk Management Methodology

1. The Risk Management Cycle

There are 5 key stages in the risk management cycle, Initiate, Identify, Assess, Plan and Implement
(IAPI) as illustrated in the diagram below:

Diagram 1: Risk Management Cycle (IIAPI)

The 5 stages of risk management are part of a cycle. Risk management is dynamic and so the
identification phase needs to be carried out continuously. As the process is repeated throughout the
project/programme/portfolio lifecycle, the assessment or response planning can lead to the
identification of further risks and planning and implementing responses can trigger a need for
further analysis and so on.

A key output from the initiation step is the risk management plan, which details how risk will be
managed throughout the life cycle.

An individual risk is defined as “either a threat (i.e. uncertain event that could have a negative
impact on objectives or benefits) or an opportunity (i.e. an uncertain event that could have a
favourable impact on objectives or benefits)”

2. Initiate

The main output for the initiation phase is the Risk Management Plan or Risk Management Strategy
which is available on the Combined Authority website.

This describes the key elements on how risk management will be implemented:

Scope;

Objectives;

Roles and Responsibilities;
Process;

Tools.

vk wNE

3. Risk Identification (what can happen and how can it happen?)
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Risk identification starts with uncertain events being articulated as threats and opportunities. To
help identify whether an uncertain event is a project, programme, portfolio or corporate risk,
definition for these risk groups can be found below:

Project — has a specific impact on a single project only.

Programme — has common attributes across multiple projects (within an interdependent group of
projects) and may affect the delivery of those associated projects.

Portfolio — distinct directorial area, made up of a collection of individual projects and programmes
that are not necessarily interdependent of each other e.g. Business & Skills, Housing, Transport &
Strategy.

Corporate — refers to the liabilities and opportunities that positively or negatively impact CPCA as an
organisation.

Identification techniques draw on various sources of information. Identification of risks from
previous projects, programmes and portfolios involves looking at lessons learned reports and risk
registers.

The aim of the risk identification process is to generate a comprehensive list of risks, with relevant
and up to date information important in identifying these risks. A variety of risk identification
processes may be used as exemplified in the table below.

Table 1: Risk Identification Techniques

Risk Identification Techniques

Technique Description
Risk Gap Analysis Using a list of common risks as a discussion point in risk reviews.

Workshops & Brainstorming Collection and sharing of ideas that could impact the objectives
of the project / objective.

Audits and Inspections Physical inspections of premises and activities and audits of
compliance with established systems and procedures.
Flowcharts and dependency analysis of the processes and
operations within the organisation to identify critical
components that are the key to success.

SWOT analysis Considering a project/programme/organisation’s Strengths
Weaknesses Opportunities Threats (SWOT) — opportunities and
threats are usually external risks, while strengths and weakness
are normally internal risks.

SWOT ANALYSIS

INTERNAL FACTORS

Financial, technical,
competition position,
human resources, product line
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PESTLE analysis Considering potential sources of risk arising from six possible
elements: Political, Economic, Social, Technological, Legal &
Environment (PESTLE)

Technology

4. Risk Assessments (Determine the likelihood and impact)

The assessment of risk can be broken down into how likely it is that a risk might become an issue,
and what impact that issue would have. These are defined as likelihood and impact:

* The probability of an event occurring and when they might happen — likelihood.

» The potential severity of the consequences (positive and negative) should such an event occur —
impact.

The following table below provides likelihood and impact descriptors to assist with this process:

Table 2: Likelihood vs Impact definitions

1 Rare — This event may occur but only in exceptional circumstances (0-5%)
Unlikely — Not likely to not occur under normal circumstances (6-20%)
Moderate - Given time likely to occur (21-50%)
Likely — The event will probably occur in most circumstances (51-80%)
Almost Certain — This event is expected to occur soon (81-99%)

Negligible — Risks may have minimal damage / gain or long-term effect
Marginal — Risks may have minor loss / gain but little overall effect
Significant — Risks may have considerable loss / gain.

Major — Risks may have significant loss / gain.

Monumental — Risks may have extensive loss / gain and long-term effect.

u b WN

u b WN R

When discussing the impact of risks, it is important that we are not just focusing on the impact to
the individual project/programme and that we also consider the impact that can affect the strategic
objectives of CPCA. It should be noted that, while the likelihood assessment should not change, the
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impact assessment may change when risks are escalated from project to programme to portfolio to
corporate risks: this reflects that a risk may be critical to a project’s outcomes, but that project may
not be critical to the CPCA’s outcomes as a whole.

When discussing the impact (positive or negative) a risk can have on a project, programme, portfolio
or corporate, it is important to remember to use the following criteria. These are:

e C(Cost

e Time

e Quality
e Safety

e Operational Impact
e Reputation

Once every risk has been given a score for its likelihood x Impact, it is given an overall score and
corresponding RAG status (Red Amber Green Rating).

Table 3: Overall RAG Status

Impact
Overall RAG Status
1 2 3 4 5
Likelihood Negligible Marginal Significant Major Monumental
5 Almost Certain
4 Likely
3 Moderate
2 Unlikely
1 Rare

The RAG rating is an indictor to determine the severity of a risk.
Priority will be given according to the RAG Status:

e Red - Require immediate action plans
e Amber — Require action plans and / or to be closely monitored as appropriate.
e Green— Can be “Accepted” and may not require action plans.

This determines the Risk Tolerance. Risk Tolerance is the measure of the degree of uncertainty that a
stakeholder/organisation accepts in respect of the project/programme/portfolio risk assessment.

However, these risks will need to be monitored to ensure that controls remain operational in order
to manage them. Just because a risk is deemed as “Accepted” does not mean that this risk is
forgotten about. For example, risks are to be monitored and reviewed to ensure that a green risk
does not escalate to an amber risk and therefore would require more action. Similarly, it is also
important to ensure that amber risk does not escalate to a red risk.

Just as risks can increase in RAG status, they can also decrease with the right mitigation or change in
circumstance. A risk that was deemed as red at the beginning of the project can be moved down to
green throughout the project lifecycle. The current RAG rating is called the
Project/Programme/Portfolio/Corporate Risk Status.
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Risks are recorded on the Risk and Opportunity Register for that project, programme or portfolio.
Templates and guidance for this is found in Appendix 3 and 4. Corporate Risks are stored on the
Corporate Risk Register (Appendix 6).

5. Mitigation and Risk Control

Having prioritised the risk, it is now necessary to determine a potential response for the higher risk
events. There are two things to do here:

1. Determine what can be done to reduce the probability of the risk occurring (therefore,
reducing its likelihood).

2. Determine a plan and set aside contingencies to deal with if it does become realised.
(therefore, reducing its impact)

This process is called mitigation. An example of risk events and planned responses are shown below:

Table 4: Risk Events and Responses
Contingency actions to

Mitigation action to

Risk Event Consequences o deal with the event if it
reduce probability
. occurs

Bad weather happens There may be delays Do roofing work Erect protective

on a key date in replacing the roof, during drier months sheeting above roof
thereby causing delays while work takes place.
and potential
overspend Stop work and move

workers inside during
bad weather

The new server does The software testing Make sure it is Provide a delay between
not arrive in time cannot take place purchased from a planned delivery and
reputable supplier testing starting

Purchase two as a spare

The staff do not accept  Poor customer service = Make sure staff are Have a long transition
the new working and morale communicated with phase
practices early in the process

Hire temporary staff
while changes and
alterations are made

Risk Control is the process of acting to minimise the likelihood of the risk event occurring and/or
reducing the severity of the consequences should it occur. This will be applied on risk and
opportunities. There are 8 main options to consider, 4 for risk and 4 for opportunities.

Risk

1. Accept — Here we accept the risk and take no proactive action other than putting monitoring
processes in place to make sure that the potential for damage does not change. Once the
risk is accepted it is generally necessary to provide for some form of contingency to provide
funds / time to accommodate the risk should it happen (despite its lower likelihood /
impact)
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2. Avoid — The only real way to avoid a risk is to change the project scope or approach — what
we do or the way we do it.

3. Transfer — We seek to move the risk from our risk register onto someone else’s risk register.
We seek to transfer the potential for harm to another. Usually through an insurance policy
or a contract.

4. Reduce - either the likelihood or impact.

Opportunity

1. Reject — Choose not to take the advantage of the opportunity, possibly because it is worth
too little or requires too much work to capitalise on.

2. Enhance — Take proactive steps to try and enhance the probability of the opportunity being
able to be exploited.

3. Exploit — This involves changing the scope of the project /programme to encompass some
aspect that wasn’t previously discussed that will achieve some extra benefit.

4. Share — Seek partners with whom can actively capitalise on the circumstances such as a Joint

Venture.

Care is needed when arriving at any response to risk because regardless of what action is taken, it
has the potential to generate other risks.

When a risk can no longer be mitigated and the risk becomes realised, it is then called an “Issue”.
This requires a different management strategy, and this can be found in Issue Management Strategy
(Appendix 5).

6. Implement Risk Responses

The primary goal of the implement element is to ensure that the planned risk management
(mitigation and control) actions are monitored as to their effectiveness and corrective action is taken
where responses do not match expectation.

An important part of this is to understand the roles and responsibilities outlined in Table 1 of the
Risk Management Strategy. This ensures that at least one individual is always clearly identified as
the risk owner, and another individual is identified as the rick actioner. The key roles are:

Risk Owner — Responsible for the management and control of all aspects of risk assigned to
them, including managing, tracking and reporting the implementation of the selected
actions to address the threats or to maximise the opportunities.

Risk Actioner — Responsible for the implementation of risk response actions. They support
and take direction from the risk owner.

Anyone can raise a risk. Just because an employee and or stakeholder raises a risk, this does not
necessarily make them the Risk Owner. A Risk Register can have many risk owners.

7. Risk Promotion from Project to Corporate

Risk Promotion is the term used when a project risk is deemed to be a programme/portfolio or even
a corporate risk. The decision to promote a project risk to a programme risk is taken by the
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Programme Risk Owner. A risk should be promoted from a project to a programme risk when the
project risk is deemed to have an impact on a programme.

For example, if a project needs to deliver a particular output in order for another project within that
programme to be completed. This also works the same for when a programme risk has impact on a
portfolio. The risk will then be promoted by the Portfolio Risk Owner. Another example is that at
project level, a small risk can have limited effect, but when a project risk is combined with other risks
in adjacent projects, it can produce a significant impact on a programme or portfolio.

Therefore project, programme, portfolio and corporate risks can:

e Accumulate to critical loss and or damages
e Grow (where the sum of the risks is bigger than individual parts)
e Reduce (where the sum of the risks is smaller than individual parts)

As project risks can move up the promotion process to programme then to portfolio and then to
corporate risk, there is also opportunity for a project risk to go direct to portfolio level. As previously
defined the difference between a programme and a portfolio is that a programme is a collection of
projects which have an interdependent link; while a portfolio is a collection of individual projects
and programmes not necessarily having that interdependent link. Therefore, a project risk can have
significance on that individual project but also have the opportunity to affect the delivery of the
portfolio.

Below is a diagram showing this Risk Promotion process.

Diagram 2: Risk Promotion Process

— Portfolio gauee Corporate
Project <
Portfolio Corporate

It is the decision of the relevant Risk Owner (as per the Roles and Responsibility table within the Risk
Management Strategy) to decide to promote the risk. A risk can be deemed to have project,
programme, portfolio and corporate significance and therefore might stay on all three risk registers
with different levels of action / mitigation and different risk owners.

It is important to remember that no matter which level the risk sits, that the risk is managed
effectively and review on a regular basis to ensure no escalation.
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8. Review Monitoring and Review

Risk is managed as a cycle as it’s a continual process. It should involve regular checking or
surveillance, and this will be done periodically (via meeting such as Risk Reviews, Programme
Reviews etc) or ad hoc. A combination of both ensures that risks are reviewed regularly, and the
mitigation and action plan are up to date.

Monitoring and review ensures that we continually learn from experience. The objectives of our
monitoring and review process are as follows:

Ensuring the controls are effective in both design and operation;
Obtaining further information to improve risk assessment;
Analysing and learning lessons from previous event;

Detecting changes in the external and internal context;
Identifying emerging risks.

Open culture tool for improvement — good mission statement.
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Appendix 2: Issue Management Strategy

1. Introduction

An issue is a relevant event that has happened, was not planned and requires management actions.
The action may be to fix the problem that has caused the event to happen in the first place, or to
change the boundary of the project/programme.

Issue management is the process of identifying and resolving issues. Problems with staff or suppliers,
technical failures, material shortages for example all have a negative impact on your project. If the
issue goes unresolved, you risk creating unnecessary conflicts, delays, or even failure to produce
project objectives.

Issues and risks are not quite the same thing, however the exact nature of both is largely unknown
at the start of a project. The Risk Management Methodology (Appendix 1) highlights how to identify
and assess all potential risks. Issues, however, have to deal with as they happen. Issue management
is therefore a planned process for dealing with an unexpected issue — whatever that issue may be —
if and when one arises.

Issues can typically be classified into one of the following three types:

1. A previously identified risk that has now materialised and requires appropriate issue
management action.

2. Arequest for change to some aspect of the programme, an operation or a project

3. A problem affected all or part of the programme/project in some way.

2. Issue Register

Issues are recorded in the Issue Register (Appendix 5). The Issue Register is similar to the Risk
Register and is a repository that focuses on all identified issues that have occurred. It includes
former risks if they have materialised from previous projects / programmes / programmes to ensure
a Lessons Learned approach. On the Project Risk Register template (Appendix 3), under column “Risk
Status” it allows the risk status to be updated to “realised”. Once the risk becomes realised, these
are then migrated to the Issue Register (Appendix 5).

Having an Issue Register allows CPCA to:

e Have a safe and reliable method for the team to raise issues.

e Track and assign responsibility to specific people for each issue.
e Analyse and prioritize issues more easily.

e Record issue resolution for future reference and project learning.

3. Issue Management Methodology

Like the Risk Management Methodology (Appendix 1) the Issue Management Methodology is a cycle
with 5 steps, shown below:
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Diagram 1: Issue Management Cycle

Capture

Implement Examine

Propose Course

Decide of Action

Within these 5 steps there are two ongoing activities. These are:

1. Monitor and Control ensures that the decision can be achieved within the estimates of time
and cost and that the impact of the overall risk profile is not greater than anticipated.

2. Embed and Review ensures that issue management is being appropriately and successfully
handled within each programme and ultimately across the organisation. It looks at each
individual step of the cycle to determine its contribution to the overall quality of issue
management.

1. Capture

The first step is to undertake an initial analysis to determine the type of issue that has been raised.
When capturing the issue, it should be assessed by its severity and impact on the
portfolio/programme/project and also allocated to an individual or group of people for examination.

When allocating an issue, the initial decision might be to direct the issue to where it can most
appropriately be managed. Some issues will be managed by the Programme, and major issues might
need to be managed at Portfolio level when outside the authority of the programme. Smaller issues
might need to be managed at project level.

2. Examine

The next step is to examine the issue by undertaking impact analysis. The analysis should consider
the impact that the issue, and the options for its resolution, will have on:

e The portfolio/programmes performance, especially how benefits are realisation will be
affected.
e The portfolio/programmes/projects business case.
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e The portfolio/programme risk profile — the impact on the overall risk exposure.
e The operational performance of the organisation and existing plans.
e Supplier contact or service level agreements.

Impact analysis must include a broader view, the portfolio, the programme, its projects, operations
and strategic objectives. As a minimum, an issue should always be assessed against the impact on
the projects/programmes objects and benefits.

3. Propose Course of Action

Alternative options should be considered before proposing a course of action to take. The action
chosen should maintain an acceptable balance between the advantage to be gained (benefits) and
the impact on cost, time and risk. When the concurrent change initiatives affect the same
operational areas, this acceptable balance may require an assessment across these other portfolio,
programme and projects.

Some changes may be mandatory, for example to comply with new legislation. Therefore, the action
might be to then achieve compliance with minimum impact. However, in such cases the analysis
work should explore where the mandatory change opens up other opportunities to improve the
portfolio/programmes/projects performance and benefits.

4. Decide

As per the Risk Management Strategy Section 4, the roles and responsibilities in terms of Risk and
Issues have been defined. A table below demonstrates these roles and responsibilities set out
relating to Issue Management:

Table 1: Roles and Responsibilities

Role Responsibility / Action

Corporate Risk Owner e Authorises the risk and issue management strategy and its

adjustment, improvement and enforcement

e Ownership of strategic / corporate risks and issues, ensuring
mitigation actions are dealt with at the appropriate senior
level.

e In charge of monitoring the strategy / corporate risk register.

e Define clear rules for escalation and promotion.

e Deploys a consistent language of risk management across the
corporate, portfolio, programme and its projects.

Portfolio Director e Ownership of portfolio-level risk and issues.
e Assures portfolio adherence to the risk management
principles

e Define clear rules for escalation and promotion.

e Deploys a consistent language of risk management across the
portfolio, programme and its projects.

e Escalates items across the programme boundaries to
Corporate Risk Owner for resolution where necessary.

e Communicates the progress of the resolution of issues in a
clear and timely fashion across the portfolio.
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Programme Risk Owner

Project Risk Owner

Coordinates risk and issue management interfaces with
programmes.

Provides support and advice on risks and issues to
programmes.

Allocates risk and issues as appropriate.

Ownership of programme-level risk and issues.

Assures programme adherence to the risk management
principles.

Deploys a consistent language of risk management across the
programme and its projects.

Escalates items across the programme boundaries to
Portfolio Director for resolution where necessary.
Communicates the progress of the resolution of issues in a
clear and timely fashion across the programme.
Coordinates risk and issue management interfaces with
projects.

Provides support and advice on risks and issues to projects.
Allocates risk and issues as appropriate.

Ownership of project-level risk and issues.

Assures the project adherence to the risk management
principles.

Deploys a consistent language of risk management across the
projects.

Escalates items across the programme boundaries to
Programme Risk Owner for resolution where necessary.
Communicates the progress of the resolution of issues in a
clear and timely fashion across the project.

Allocates risk and issues as appropriate.

The Programme / Project Risk Owner may be able to resolve or delegate minor issues without
reference to any other role for a decision. Some issues however, may need to be referred to the
Corporate Risk Owner or Portfolio Director or the proposal may need to be referred to a specialist
role (monitoring officer or Section 73) when it involves business change.

If a decision for change is made, then this change should be planned with appropriate recognition of
the need for contingency, additional resources and a fall-back plan should the change cause

unexpected problems.

When a decision is made there will also need to be an issue owner, issue actioner and a response
action plan identified. The Issue Register should also be updated.

5. Implement

The decision and response action plan will be communicated to the appropriate stakeholder for

several reasons:

e So that personnel, especially each issue actioner, are aware of changes to their work
schedules and can undertake their assigned tasks to fix the problems and implement the

changes.
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e To inform those who raised the issue and what course of action is being perused.
e To inform stakeholders who may be affected by the change (suppliers, contractors etc)
e To demonstrate effective management of the project/programme/portfolio.

The issue register is updated, and all other documents are revised whether the decision affects the
content. In majority of cases the programme plan will need to be updated as well.

The change is then applied, and the impact of the change monitored, and lessons learned from its
introduction. The impact of these should be used for the assessment of future changes/issue
management.

As stated previously this a continual cycle and should be monitored and reviewed regularly to ensure
compliance.
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0. Glossary and References

Glossary:
e CE: Change Event.
o CMT: Corporate Management Team.
e CPCA: Cambridgeshire & Peterborough Combined Authority, also known as Combined
Authority.
e EWN: Early Warning Notification.
e FBC: Full Business Case.
e OBC: Outline Business Case.
e PD: Project Director.
e PID: Project Initiation Document.
e PM: Project Manager.
e PMT: Project Management Team.
e PMO: Programme Management Office.
e RAG: Red Amber Green
e SOBC: Strategic Outline Business Case.
e SRO: Senior Responsible Officer.

References:

e Cambridgeshire & Peterborough Combined Authority Risk Management Strategy (January
2020)

e Cambridgeshire & Peterborough Combined Authority 10 Point Guide to Project
Management (April 2020)

e Cambridgeshire & Peterborough Assurance Framework (November 2019)

e Cambridgeshire & Peterborough Combined Authority Constitution (November 2020)
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1. Introduction

This document will outline the processes used within the Combined Authority for both Change
Control and Risk Management.

Change can result in changing business requirements, reaction to unplanned events or failures, and
loss of stakeholder confidence, all of which can affect the ability of the portfolio, programme and/or
project to deliver its objectives. Change control is the process through which all requests to change
the baseline scope of a project, programme or portfolio are captured, evaluated, and then approved,
rejected, or deferred.

When good governance is in place, it is likely that the major risks and/or issues will be under control,
but it is important to ensure that rigour and control processes are applied to all changes. The Change
Control process therefore links closely with the Risk Management process. Risks can be seen as both
positive and negative, and changes to a project, programme or portfolio can be seen as a risk or an
opportunity. Many small changes can have a serious aggregated effect on the overall programme /
portfolio and may go totally unnoticed.

The Risk Management Strategy defines the process on how risks are managed. They are managed by
a decision to either accept, avoid, transfer, or reduce. In order to know whether to accept, avoid,
transfer, or reduce a risk event, it is important to understand the relationship with Risk Appetite and
Risk Tolerance.

Change Control Management is part of the governance process within a Programme Management
Office (PMOQ), it is a project management process, and any contract variations will need to be
consulted with the procurement team. Portfolios, Programmes or Projects are inherently about
delivering change, but they do not work in isolation, and changes are happening to the environment
they are delivering in.

2. Risk (Appetite and Tolerance)
The amount of risk that CPCA is willing to accept is based on the Risk Appetite and Risk Tolerance.

What is Risk Appetite?
Risk Appetite is defined as the amount and type of risk that an organisation is prepared to seek,
accept, or tolerate.

In order to know the type of risk CPCA is prepared to seek, accept, and tolerate, the CPCA Risk
Management Strategy must be referred to. This defines how risks are identified, how they are
processed and how they are mitigated. But how does CPCA quantify risk and opportunities?

Quantifying Risk and Opportunities

As part of the CPCA Risk Management Strategy each risk is identified and assessed against its
likelihood and impact (qualitive assessment) and defined against a 1-5 scoring matrix. Every risk
and/or opportunity for each project, programme or portfolio is recorded within the Risk and
Opportunity Register, which are included as Appendix 3 and 4 of the CPCA Risk Management
Strategy.

In addition, risks are now to be assessed against a quantitative assessment, as well as qualitive. A
new risk and opportunity register has been issued to the organisation, to include this amendment.

New Risk and Opportunity Register can be found Here
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Within this new register, each risk and opportunity are first given an inherent RAG (Red Amber
Green) rating. This represents the current risk level, taking into consideration the existing set of
action, rather than a hypothetical notion of an absence of controls. The risk is then further scored
for its residual RAG rating, which is the risk level that would remain after additional controls are
applied.

For example, a new risk could have a likelihood score 4 and an impact score of 5, which is an overall
inherent score 20 and a Red RAG rating. But following mitigation controls, the likelihood of the risk
happening is reduced to 2, and the impact will reduce to 3. The overall residual score would therefore
reduce to 6 and an RAG rating.

These controls/actions are called Risk Treatments, which define the mitigation of the risk.

What is Risk Tolerance?
Risk Tolerance is an organisation’s readiness to bear the risk or opportunity, after treatments are
established, in order to achieve its objectives.

The CPCA Risk Management Strategy defines these treatments as:

Risk:

e Accept — Here we accept the risk and take no proactive action other than putting monitoring
processes in place to make sure that the potential for damage does not change. Once the
risk is accepted, it is generally necessary to provide for some form of contingency to provide
funds / time to accommodate the risk should it happen (despite its lower likelihood /
impact).

e Avoid — The only real way to avoid a risk is to change the project scope or approach — what
we do or the way we do it.

o Transfer — We seek to move the risk from our risk register onto someone else’s risk register.
We seek to transfer the potential for harm to another. Usually through an insurance policy
or a contract.

e Reduce - Either the likelihood or impact.

Opportunity:

e Reject — Choose not to take the advantage of the opportunity, possibly because it is worth
too little or requires too much work to capitalise on.

o Enhance — Take proactive steps to try and enhance the probability of the opportunity being
able to be exploited.

e Exploit — This involves changing the scope of the project /programme to encompass some
aspect that was not previously discussed that will achieve some extra benefit.

e Share - Seek partners with whom can actively capitalise on the circumstances such as a Joint
Venture.

This is a qualitative assessment of the risk and opportunity and uses the existing likelihood and
impact definitions and matrix found within the CPCA Risk Management Strategy.

After the qualitative assessment of each risk and opportunity has been complete, they are quantified
against an approximate financial value, where applicable. This may not be appropriate for all risks
and opportunities.
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For example, a risk relating to additional planning application would require a financial value
whereas a risk around a consultation event potentially receiving bad publicity would not.

The risk owner is responsible for providing an approximate financial value of each risk, but may
consult the project team, supplier, or any other relevant person to help quantify.

As each risk is quantified throughout the lifetime of the project, the approximate financial
implication of the project is calculated and may change. The amount of risk that CPCA is willing to
accept is based on the Risk Appetite and Risk Tolerance.

CPCA’s Risk Appetite and Risk Tolerance

The CPCA has allocated a level of Risk Appetite as a percentage of the financial cost. This is
dependent on optimism biased via either the HM Treasury’s Five Case Model or based on the overall
financial cost of the project (if your project does not follow the HM Treasury’s Five Case Model).

The CPCA approved Risk Appetite is defined below:

Table 1: CPCA Risk Appetite for HM Treasury’s Five Business Case Model only:

Business Case Stage % Level of Appetite
Feasibility 40%
Strategic Outline Business Case (SOBC) 30%
Outline Business Case (OBC) 20%
Full Business Case (FBC) 10%
Construction / Delivery 10%

This percentage level of appetite is based on the total financial cost of the business case.

The CPCA Assurance Framework requires Business Cases to be developed in line with HM Treasury’s
Five Case Model. HM Treasury guidance sets out a three stage Business Case process: The Strategic
Outline Business Case (SOBC), the Outline Business Case (OBC) and the Full Business Case (FBC).
More detail can be found in the CPCA’s 10-Point Guide to Project Management.

At each stage, the documents become more detailed as the project prepares to enter delivery and
therefore, the risk appetite changes. This is a result of a more detailed understanding of the project
and requirements of its delivery.

For example, a project at feasibility stage has an approximate overall cost between £1 - £1.2m. Due
to the level of uncertainty, the CPCA allows a 40% risk appetite, meaning the approximate overall
cost of the project can lie between £1.4 - £1.68m. As the project goes through the HM Treasury Five
Case model process, the overall cost of the project becomes clearer and the risk appetite should
reduce appropriately. By the time this reaches construction phase, the risk appetite will reduce to
10%.

IF the project does not follow the HM Treasury Five Business Case model, then the Risk Appetite is
based on the overall cost of the project. This is defined below:
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Table 2: CPCA Risk Appetite for Project Cost only:

Total Project Cost % Level of Appetite
Anything over £500,000k 30%
£250k to £500k 20%
£100k to £249k 10%
£0 - £99k 10%

For example, a project within housing with a total cost of £500,000 will have a risk appetite of 30%.
The Risk Tolerance for that particular business case is therefore £150,000. The approved project cost
would be £650,000.

Calculating Risk Tolerance

As part of the Risk Management Strategy, risks are assessed by quantitative and qualitative
assessments and they are given an inherent RAG (Red Amber Green) rating, which is calculated from
the likelihood and impact scores (1-5). After mitigation actions are imposed, the risks are then
recalculated and provide a residual score and RAG rating.

The Risk Tolerance (also known as contingency or risk pot) is calculated against the financial
implication (quantitative assessment) vs the residual likelihood (qualitative assessment) of the risk
happening. The updated Risk and Opportunity log calculates this contingency automatically.

The Risk Tolerance is calculated against each individual risk, as summarised below:

Table 3: Risk Contingency Calculation

Residual Likelihood Score Percentage of Financial Risk Implication
1 20%
2 40%
3 60%
4 80%
5 100%

As new risks are added on the risk and opportunity register, and existing risks reviewed, the financial
tolerance is calculated appropriately. This cannot be greater than the approved CPCA Risk Appetite
allocated.

For example, an OBC, with approved financial cost of £200,000, would have a Risk Appetite of 20%.
The Risk Tolerance for that particular business case is therefore £40,000. This is the maximum and
the Risk Tolerance should not exceed this.

If an occasion occurs where the tolerance is higher than the CPCA Risk Appetite, the project team
should review all risks in the first instance, to ensure the financial implications and residual
likelihood scores are correct. It is recommended that a full review with the project team (Project
Manager, Project Director and Finance Manager) and any other external suppliers if required, takes
place.

If it is correct that the Risk Tolerance is higher than the approved Risk Appetite percentage, this will
require a discussion with the Director / Senior Responsible Officer. SRO will be responsible for
reviewing the Risk and Opportunity Register with CPCA Corporate Management Team (CMT) and
seeking approval for the increased Risk Tolerance. CMT will then decide whether the tolerance can
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accept internally, or whether it will require a higher level of approval at the Combined Authority
Board, as per the Risk Management Strategy Roles and Responsibilities table.

Risk Tolerance is the financial reserve for a business case and can only be spent through an Early
Warning Notification and Change Control Process.

3. Change Control

A change is something that will affect any of the key baselines associated with a project — the time,
cost, quality, risk exposure or benefits case. Some changes may be welcome whilst some not. Either
way all change needs to be proactively managed.

Change can happen due to a number of reasons:

e External influences; for example, a change of government or organisational strategies.

e Contractual changes generated by clients / subcontractors / suppliers or other stakeholders.

e A new and innovative technique or process, apparent after the original baselines have been
agreed.

e Efficiencies of process and change associated with getting things done more efficiently /
lower cost that have emerged.

e Changes to the benefit model; perhaps doing a little more may have a huge return.

e Evolving designs and emergence of new information.

In traditional development models where scope is defined early in the life cycle, it is essential that
changes to baselined scope are controlled. A rigorous change control process must be established
and maintained on all projects, programmes, and portfolios. The purpose of this is to make sure that
baselines are secured and only changed with appropriate controls, checks, agreements, and
communications. As time progresses, the ability to have an impact on the direction of a project
diminishes. Similarly, as time goes by, the cost of any changes will rise. The cost needs to be
considered and understood and any change to these parameters may call into question the viability
of the project as whole.

Change Control Process
Within CPCA, we follow the below process, which comprise of these five steps:
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Diagram 1: Standard Change Control Process

Submit Early Warning
Notifcation

eFirst notication of a proposed change.

Submit Change Event

e Offical notification of change.

Review

e|s the change even worth evaluating?

Reccomendation and Decisions

eApprove, reject or defer.
*Who has approval?

Update Plans
o|f approved, modify the plans

Implement

eImplement the modified plan

This process is shown by example in Appendix 2.

A change can be requested from a number of different sources and they can derive from any of the
reasons previously mentioned. Stakeholders, (delivery partners, contractors, or consultants)
generally will instigate changes and the CPCA Programme/Project Manager must make sure they are
recorded appropriately.

It is important to remember that changes can be submitted many times if that is justified.

All Early Warning Notifications and Change Events should be saved on the Early Warning and Change
Event Log found here. An Early Warning and Change Event Log should be set up for every project.

8|Page
Page 106 of 299


https://cambridgeshirepeterborough.sharepoint.com/:x:/r/sites/CPCATeamSite/Shared%20Documents/Portfolio%20Workstreams/Risk%20Management/Risk/Change%20Control/Early%20Warning%20and%20Change%20Event%20Log%20v1.xlsx?d=wbc0e56fd66cf4f959fd5997c10ad6f30&csf=1&web=1&e=8qKcRe

Step 1: Submit Early Warning Notification

An Early Warning Notification (EWN) is the first notice that a stakeholder must submit to notify the
project team of any potential change which could affect the cost, completion progress or quality of
the project.

The EWN form can be found here

When the EWN form has been completed, it is recorded on the Early Warning Notification and
Change Event Log and formally submitted to the Project Management Team (PMT). The EWN is then
given a reference number and formally signed off by the stakeholder, Project Manager (PM) and
Project Director (PD). This sign off should happened within a week of receiving the EWN. During this
sign off process, the project team may want to challenge the need for the EWN and as to whether it
is justified. If the EWN is accepted or declined by the project team, it will stay on the Early Warning
Notification and Change Event Log.

The EWN will also refer to a Risk Identification number as part of the Risk Management Process.

The Early Warning and Change Event Log records all submitted EWNs and Change Events (CE). The
purpose of the log is to provide a method of change and a means of notification to change the
scope, cost, programme, outputs, and deliverables. It also provides a means of escalation of project
risks and or issues that require a notification.

The monitoring and quality checking of the Early Warning Notification and Change Event Log will be
facilitated by the PMO team.

The EWN is supplementary and will provide supporting information for any future Change Events.
The EWN advises the project team that a change may happen, and that additional mitigation might
need to be put in place to stop the change from happening. Just because an EWN has been
submitted, does not mean that a change event will be submitted at a later date. The EWN will also
give an approximation on the change whether that is the approximate number of days or the
approximate financial implication.

For example, an EWN has been issued to notify of a delay in time (approximately 5 days) for
modelling work. If this does happen, it will also result in additional funds (approximate financial
implication). If the modelling delay is resolved, then a change event will not need to be submitted.

There are no definitive timescales as to when a change request is submitted.

Step 2: Submit Change Event
The stakeholder who requests a change must then provide relevant information on the nature of the

change. The request is entered into a change event form.

The CE form can be found here

Once the CE has been completed, it is also recorded on the Early Warning and Change Event Log.
It is then formally submitted to the PMT. The CE is then given a reference number. If there are any
EWNs that provide supporting evidence for the change, then the EWN reference number(s) is also

included.

The difference between a EWN and CE is that the EWN has an approximation on the proposed
change. The CE knows the exact implication of the change. If we take the previous example:
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https://cambridgeshirepeterborough.sharepoint.com/:x:/r/sites/CPCATeamSite/Shared%20Documents/Portfolio%20Workstreams/Risk%20Management/Risk/Change%20Control/EWN%20Template.xlsx?d=wf7405c09bb4f4e3fb8c89c494ab3236b&csf=1&web=1&e=DtCit8
https://cambridgeshirepeterborough.sharepoint.com/:x:/r/sites/CPCATeamSite/Shared%20Documents/Portfolio%20Workstreams/Risk%20Management/Risk/Change%20Control/CE%20Template.xlsx?d=w333002f47a724b0dba157823e359dc00&csf=1&web=1&e=loWsfa

An EWN has been issued to notify of a delay in time (approximately 5 days) for modelling work. If
this does happen, it will also result in additional funds (approximate financial implication). When the
CE has been issued, it will notify a delay in 2 weeks (working days) for the modelling work, which will
cost £2,000.

Stage 3: Review

A review is carried out by the PMT to determine whether or not the change is viable, potentially
acceptable and has the support of the majority of stakeholders. The initial review should be
relatively short and focused to ensure that the project does not spend excessive time to analyse
these initial requests. The CE and any supplementary EWNs are reviewed and only appropriate and
viable changes should be taken forward to the next stage with the cost and effort implications of a
full-scale review.

Stage 4: Recommendation, Decisions and Delegation

The person with the authority to approve a CE is based on delegation authority when related to
financial spend. The approver has the responsibility to make sure the stakeholders are consulted,
and any differences are resolved. They will liaise with the project team and any other advisors to
make sure they are effectively ‘doing the correct thing’.

Director / Senior Responsible Officer (SRO) has full delegated authority to authorise change within
the approved Risk Tolerance. The Director for Business and Skills has delegated authority to SROs
within this directorate, which is shown within Appendix 1.

If the CE has been submitted and does not require any additional financial spend, then the CE will
need to be discussed within the project team as to whether that change is acceptable.

The CE decision options are:

e Approve the change event and authorise its inclusion into the project plans.
e Reject the change and not approve its implementation.
o Defer the change until later within the project lifecycle.

At all stages of the CE, stakeholders need to be communicated with and kept up to date with
progress and decisions. During the decision process, the project team will contact the stakeholder
who submitted the change, to discuss:

e Why the change is needed and the reasoning behind it (what is driving the change)?
e What other options have been considered?
e How the project team can help mitigate the change — reduction in time or cost etc.

Before the CE is approved, rejected, or deferred the stakeholder who submitted the change may
amend the change event and its requirements following the discussion with the project team. This
may lead to a reduction in the cost, time etc. it may also be decided that the CE is the responsibility
of the supplier rather than CPCA, if it deemed that the CE has been covered within the tender and
therefore becomes the risk to the supplier.

All financial changes are totalled as the project progresses, this is important when comparing the risk
tolerance level of the project. As previously mentioned, each business case has a set appetite and
therefore a set level of tolerance. It is important that as financial changes are being approved
through the change event process, they never go over the level of tolerance set for the business
case.
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Ultimately whether the change is approved, rejected, or deferred, the Programme/Project Manager
will need to coordinate the implementation of the change to make sure that it is done seamlessly
and incorporated into the plans.

Stage 5: Update Plans

If the CE is formally accepted, the Programme/Project Manager has to introduce the change into the
plan. Most of the normal planning process would already have been carried out during the feasibility
stage, but now the live programme, financial reporting, and risk registers will need to be formally
updated. Changes must be considered alongside the existing frameworks of product description and
specifications; this is outlined with the Project Identification Document (PID) as per the CPCA 10
Point Guide for Project Management.

Everyone who is involved must be informed about the change or errors due to incorrect information
that may creep into the system. It should not be forgotten that a prospective change is substantially
easier to implement than a retrospective change to products already completed.

Stage 6: Implement

Now the approved change needs to be implemented. At this point, the change control process
merges with the normal marginal activities of the routine management of the PID. The
Programme/Project Manager should maintain any changes within the main project and once
approved, changes will be absorbed into every level of planning and the new activities will be
undertaken in the same way as the original task load.

This process is shown by example as Appendix 2.

The Early Warning and Change Event Log should be monitored within the project team at regular
intervals with suppliers and the internal finance team.

4. Change Events for financial changes:
Projects within the Combined Authority fall within two financial workstreams:

e Approved to Spend — Projects approved within the Medium-Term Financial Plan (MTFP) have
been formally accepted within the budget. (The budget is defined within financial years e.g.
19/20 or 20/21).

e Subject to Approval — Projects that have been allocated money for a financial year, but yet
to be included formally within the budget or MTFP.

It is likely that project funding can fall within both workstreams:

For example, A project can have approved to spend amount for the current financial year and also
have money allocated for the next financial year that has not yet been formally accepted within the
MTFP. This is usually separated between project phases (SOBC, OBC, FBC etc), more information
relating to this can be found within the CPCA 10 Point Guide to Project Management.

For example, SOBC completes in 19/20 financial year and OBC starts in 20/21 financial year.

It is important for Project/Programme Managers to understand where each project sits within these
two workstreams as each workstream has a different approval process.

Approved to Spend:
If the Change Event is asking to access funds within the Risk Tolerance, then you need to complete
the Change Event Process.
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Subject to Approval:

If the Change Event is asking for funds to approve “subject to approval” allocation within the MTFP,
then the following steps will need be taken:

1. CEis completed by the relevant Project/Programme Manager.
2. CEis added onto the Early Warning Notification and Change Event Log.
3. CEis reviewed within the PMT.

If CE is to be approved, then one of the following needs to happen:

A) The Chief Executive or Chief Financial Officer can approve up to £500,000 through
emergency funds as per the constitution. But they will be required to go to board and or
committee at the next available date.

B) The Chief Executive or Chief Financial Officer can defer the change to committee or board
approval.

This approval is required before any action can take place. Following approval, the Early Warning
Notification and Change Event Log and Risk Register is updated, and the approved solution cost is
updated by the finance manager.
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Appendix 1
Delegated Authority

Business and Skills

The following SROs have 50% delegated authority for the overall Risk Tolerance:

Job Title

SRO — Higher Education

SRO — Workforce & Skills

SRO — Adult Education

SRO — LGF Investments

SRO — Business Growth Service & Market Towns

This is agreed as an aggregate (approval of either a single CE or multiple CEs, as long as they do not
exceed the 50% Risk Tolerance in total).

For approvals over 50% Risk Tolerance, these will need to be authorised by the Director of Business
and Skills.

Delivery and Strategy

Full delegated authority sits with the Director of Delivery and Strategy.

Housing and Development

Full delegated authority sits with the Director of Housing and Development.
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Appendix 2

Early Warning Notification and Change Event Process Example
Below is a live example of how to complete an Early Warning and Change Event for your project:

Step 1: Early Warning Notification (EWN) is submitted

The EWN form has been completed (in this case, by the supplier) and submitted to the Project
Management Team (PMT). This is the first indication the PMT has received of this potential change.

Early Warning Notification

Notification Date

EARLY WARNING OF:
Increase in total of Price
Delay Completion

Delay meeting a Key Date

EW Ref Number

Event Date

Once reviewed, the PMT adds the EWN onto the summary page of the Early Warning and Change
Event Log and allocates a reference number

Early Warning and Change Event Register  Project Name:

Dropdown Dropdown

Impact on
Approved
Completion
Date (days)

Change in  Provisional Requires
Cost Cost Impact Director
(Y/N) (Net £) Approval?

EW/CE Ref Number Brief Description of Event Notification Date

Total: [Ce0 TJroa: [£ 300000]
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The reference number is used to link into the risk register, which is then updated.

Financial Risk q q
Implication Ci /Notes /A i Risk Ctz::(l;lgency

(£k)

Total £3,000.00 £2,400.00
Regulation New planning Cost and
1 Risk 01/11/2020 cl 9 application 4 1 £3,000.00 discussions happening with planning team £2,400.00 PM No EW1
0

EWN
Ref

Risk or

1D No
Opp

Cause(s) | Risk Event | Effect(s)

Date Identified
Likelihood (1-5)
Impact (1-5)
RAG score
Risk Owner
Escalation
Required?

hange required Time

2

If the EWN is demonstrating a new risk that is not already on the risk register, this will need to be
added.

The EWN is then discussed internally with the PMT and with the relevant supplier. In this example, it
is deemed appropriate and accepted. The EWN is signed off as approved, by the Project Manager
and Director (this should happen within a week of receiving the EWN from the supplier).

ssued by: Supplier Date: | 10/11/2020
rovisional Total EW Cost £ 3,000.00
igned Project Manager - Delivery

X Date: 12/11/2020
artner /11/
PCA Project Manager X Date: 12/11/2020
PCA Project Director X Date: 12/11/2020

Step 2: Change Event (CE) is submitted by the supplier:

In this instance, the risk has been realised (a week after the EWN) and the supplier has completed
the CE form, and this is submitted to the PMT.

Change Request Form

CHANGE EVENT OF: Notification Date 21/11/2020
Increase in total of Price Yes
Delay Completion No
Delay meeting a Key Date No

CE Ref Number

Event Date 28/11/2020

Brief Description of the Event: (single line only)

Current planning application is due to be declined, new planning application needs to be submitted
Detailed Description of the Event: (be as full and descriptive as you can)

Discussions with the planning team have confirrmed that a new planning application is required due to new
legislation

Cause of the Event:

New legislation

Effects of the Event:

Increase in cost, no delays to programme due to discussions with the planning team.

Options Considered/Mitigation Measures deployed:

N/A

Why Option chosen was selected:

Only option

Delay in Time / Delivery?
Feasbility SOBC OBC FBC Construction / Delivery
New planning application will cost £2,500 and no delay in time

Issued by: Supplier Date: 21/11/2020
Total CE Cost £ 2,500.00
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The PMT allocates an CE Ref Number and this is also added to the summary page of the Early
Warning and Change Event Log:

Early Warning and Change Event Register  Project Name:

Dropdown Dropdown

Impact on
Approved
Completion
Date (days)

Change in  Provisional Requires
Cost Cost Impact Director
(Y/N) (Net £) Approval?

EW/CE Ref Number Brief Description of Event Notification Date

** In the above Early Warning and Change Event Log, shows the difference between the EWN and
CE. The CE has a definitive figure of £2,500 and has confirmed that there is no time delay.

Stage 3: Review

The PMT have an initial review of the CE and supplementary EWN. In this example, they agree that
the CE is appropriate and required.

Stage 4: Recommendation, Decisions and Delegation

As the CE is deemed appropriate, the delegated authority agrees to approve the £2,500 CE as this
fall within the approved Risk Tolerance. The CE is signed off by the PMT and the Early Warning and
Change Event Summary log is updated.

Early Warning and Change Event Register ~ Project Name:

Dropdown Dropdown | Dropdown

Risk Reduction Meeting Risk Register
Proposed/Held

Impact on
Approved
ti

il o N (Nete) Deffered  Date (days) £) Approval?

Changein Provisional ~ Approved,  Approved Approved Cost Requires

EW/CE Ref Number Brief Description of Event Notification Date Cost  CostImpact  Rejectedor  Completion Impact(Net Director Required? . ActionDate  Risk Comments
vin Dats RiskOwner o vyy) 1o Provision (€)
( (DD/MM/YYYY)

Total: o0 o [ETss0000]rotar: o Te2s0000]

The approved spend and days are updated to reflect the approved CE.
Stage 5: Update Plans

The supplier is advised that the CE has been accepted and is sent formal confirmation via email to go
ahead. The risk register is also updated to reflect this (in this case, the risk event is closed, and the
risk contingency amount is removed).
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Stage 6: Implement

The finance manager is updated, and any other relevant parties are informed.
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ltem 7
f\\) CAMBRIDGESHIRE | JAMES PALMER
A /) & PETERBOROUGH | CAMBRIDGESHIRE &

W\ COMBINED AUTHORITY | PETERBOROUGH MAYOR

AUDIT AND GOVERNANCE AGENDA ITEM No: 7
COMMITTEE
27 November 2020 PUBLIC REPORT

REVIEW OF CORPORATE RISK REGISTER
1.0 PURPOSE

1.1  The Audit and Governance Committee’s terms of reference include monitoring
the Combined Authority’s risk management arrangements including the risk
register.

1.2 Inthe interests of good governance, the Committee is requested to review the
Combined Authority Corporate Risk Register and approve any changes they
would like to put forward as a recommendation to the Combined Authority
Board.

RECOMMENDATIONS

Lead Officer: Robert Parkin, Chief Legal Officer and Monitoring Officer

The Audit and Governance Committee are recommended to:
(a) Review the Combined Authority’s Corporate Risk register [Appendix 1]; and

(b) Recommend any proposed changes to the Corporate Risk Register to be
reported to the next Combined Authority Board meeting for approval.

2.0 BACKGROUND

2.1. The Corporate Risk Register is populated by reference to individual project risk
assessments and over-arching corporate risks.

2.2. The Corporate Risk Register is reviewed by the Corporate Management Team,
any risks which arise, or which become more significant between their meetings
are escalated to the next Director's meeting.

2.3. The same risk register template and terminology are used by all Project
Managers during the reporting process for each project. Any risks that score
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2.4,

2.5.

2.6.

2.7.

3.0

3.1.

4.0

4.1

5.0

5.1
5.2

over the agreed threshold on an individual project register will then also appear
on the main risk register so that it can be monitored accordingly.

A risk has been added to the Register this year to cover the Covid-19
pandemic. This risk has been split into three elements. The first is the risk to
the operation of the Combined Authority, the second is the risk arising from the
short term economic impact of the pandemic to the delivery of the Combined
Authority’s objectives and the third is the long term economic impact of the
pandemic to the delivery of the Combined Authority’s objectives.

A further risk has been added in relation to unplanned increases in budget for
highways and transport schemes funded by the Combined Authority and
delivered by partner agencies. The unplanned increases in budget prejudice
the Combined Authority's ability to manage its finances and could ultimately
prejudice delivery of the Combined Authority's Business Plan and a balanced
budget.

The risk identified as Potential Impact of Brexit has now been split into two
elements; the first (Risk ID 7) is the risk arising from the short term impact of
Brexit on delivery of the Combined Authority's Growth Ambition Programme;
the second (Risk ID 20) is the long term impact of Brexit.

A risk has been escalated from the Directorate for Housing register to the
Corporate Risk register (Risk ID 21)

FINANCIAL IMPLICATIONS

All of the work has been carried out in-house, therefore there are no significant
financial implications to this activity.

LEGAL IMPLICATIONS

The keeping of a corporate risk register is part of the process of appropriately
identifying and managing risk within the Combined Authority. The keeping of a
Corporate Risk Register is a requirement of the Assurance Framework.

APPENDICES

Appendix 1 - The Corporate Risk Register (including Scoring Matrix)
Appendix 2 — Corporate Risk Heat Map

Background Documents Location

None
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Total Total
Business Restoration and Business Recovery Groups
Board reports - MTFP re-prioritisation towards economic recovery
Support to local businesses to weather the Covid-19 lockdown - in co-ordination with the[Membership of the SCG (Strategic Recovery Group) - weekly transport recovery group.
constituent councils
. . . . . _— . Economic impact of lockdown in response to Covid-19, may have Mayoral forum .
16 01/03/2020 [Covid-19 Pandemic (B) Disruption of the dellve.ry of _the.COmblned Authority objectives in regard to implications for future government funding and for economic activity 11/11/2020 (Following government guidelines and working with local resilience forum to plan the Chlef Chief Executive | N/A
the short term economic objectives o . . . . . . . Executive
within the Combined Authority area in the short term. recovery and restoration of services. Chaired economic recovery group
Additional budget announcements from govt. Local economic recovery strategy - will be implemented in October 2020
CSR (3 year) - submitted with Covid-19 mitigating asks.
CPCA grants
Business Restoration and Business Recovery Groups
Board reports - MTFP re-prioritisation towards economic recovery
Support to local businesses to weather the Covid-19 lockdown - in co-ordination with the|Membership of the SCG (Strategic Recovery Group) - weekly transport recovery group.
constituent councils
. . . . . S Economic impact of lockdown in response to Covid-19, may have Mayoral forum .
19 11/11/2020 Covid -19 Pandemic (C) Disruption of the dellvt_ery Of. th? Combined Authority objectives in regard to implications for future government funding and for economic activity 11/11/2020 [Following government guidelines and working with local resilience forum to plan the Chlef
the long term economic objectives L ; . . . . . ; Executive
within the Combined Authority area in the long term. recovery and restoration of services. Chaired economic recovery group
Additional budget announcements from govt. Local economic recovery strategy - will be implemented in October 2020
CSR (3 year) - submitted with Covid-19 mitigating asks.
CPCA grants
Appointment of SRO to advise on BREXIT mitigation strategy and oversee
implementation
Appointment of INTERIM assistant to SRO to assist with strategy and implementation Director of
- . . . . - . . . . N . . L . . itori i i i jon is | Business &
Potential impact of Brexit on delivery of the Combined Authority's |Potential impact of Brexit on delivery of the Combined Authority's Growth  |Potential financial uncertainty and economic instability leading to Monitoring of daily/weekly bulletlrl§ from M.CHLG' BEIS, HMRC to ensure information is ust :
20 11/11/2020 " " ; I o L ) . 11/11/2020 . . . . . accurate and up to date, recognising funding streams relevant to need Skills
Growth Ambition Programme (B) Ambition Programme in the long term. insufficient investment in priority projects in the long term. Engagement with Business Advisory Panel & Business Board to balance views of . . . .
businesses Engagement with LEP Network and CLGU on funding for additional resources [Brexit
Lead]
Engagement with business organisation (FSB, CBI etc) stakeholders to augment
resources
Work is progressing at developing the business cases. Stakeholders across the wider
geography are working together to tackle the issues around the growth agenda. Getting
There are major programmes that will require clear and innovative Bc.)ar.d. agreemgnt gnd matching resources will help get a coordinated approach to Strong budget process and funding allocation within CPCA MTFP and Business Plan
. T . priorities and bidding for resources.
funding strategies if they are to progress. CPCA funding has been
8 01/09/2019 Absence of funding of historic ambitious and long stalled Ambitious and Iopg stalled programmes can not proceed due to lack of used to de\{elop thg feasibility and Strategic Outline Business o 11/11/2020 |Funding sources have been identified for key sources and CPCA resources allocated to Business Case approval by CPCA Board and Stakeholders Directors Chief Elnance N/A
Programmes government funding and or private investment Cases/Outline Business Cases for such schemes. CPCA funding is move proiects to those funding decisions Officer
intended to act as a catalyst and an enabler in bringing these schemes proj 9 ' Ongoing discussions with Whitehall departments about access to national funding
forward. The funding for all projects listed in 'leveraged future schemes' appendix to the 20/21 programmes, such as LLM
MTFP will be considered within business cases which will be brought to the Board for
approval.
. . - . Close working with delivery partners through best-practice project and programme (I.) Er_lsurlng °°T"p"6_‘_’_‘°e with CPCA prolect_ma_maggment g_wdance (ii) Monthly project
. . . The unplanned increases in budget prejudice the Combined o : : . highlight reporting (iii) Monthly budget monitoring (iv) creation of a Transport . . .
Unbudgeted increases in cost for highways and transport - . . . ) " o . - management. Political and senior leadership engagement with partners to ensure Lo o . . Director of Chief Executive
. : ) Unplanned significant increases in costs lead to requests for additional Authority's ability to manage its finances and could ultimately prejudice . - . . . . . Programme Board (v) stronger discipline around the composition and working of project . .
17 15/05/2020 [schemes funded by the Combined Authority and delivered by . . . . . . . 11/11/2020 |effective communication, early warning, and timely and effective escalation of issues. oo i ) . . . Delivery & and Chief N/A
funding to the Combined Authority to enable schemes to proceed. delivery of the Combined Authority's Business Plan and a balanced . . . . boards for individual projects (v) regular project reporting to Board and Committees (vi) . .
partner agency Particular focus on the relationship between scheme design and cost at an early stage. . S ) .. i . Strategy Finance Officer
budget. review of historic overruns to establish cause. (vii) updating project management
guidance inline with audit recommendations e.g. Lancaster Way
. . . . . . - . CMT
Access to Gainshare funding called into question by the Gateway Review Provision of persuasive evidence to the Gateway Review demonstrating the good '52 Efgeg\t/l;ﬁjg?c::?i%)vg;ft;é:\?eet\)/:g?r?ogfci(rz?;:ﬁgo;dseQx\t/ngglzrgxlfilggtg:sg;otieetg\(/aig\(/:ve Members, Director of
13 01/09/2019  [First 5 Year Gateway Review of Gainshare Funding (Mar 2021) : . 9 q y y The Combined Authority is unable to access Gainshare funding 11/11/2020 |management and value for money delivered through Gainshare funding. Processes are . . 'ng . Roberta Delivery & N/A
evaluation of Gainshare . . process (iv) the production of an impactful Complementary Report (v) collective CMT .
in place to allow a proven delivery record. i ) : Fulton, Mike Strategy
engagement in preparation for the review Soper
CPCA funding an independent climate change commission to provide advice and Supporting the independent climate change commission and implementing its
recommendations on how to delivery Combined Authority ambitions and to achieve net- [recommendations in due course (Feb 2021)
18 31/07/2020 [Climate Change C"”.‘ate change related events,. pgllmes and pol'mcal pressures e.g. policy Unable to double GVA 11/11/2020 |*€° _— . . . . All Directors Chief Executive | N/A
designed to reduce carbon emissions that restricts growth Widening the range of policy requirements on CA projects to be net-zero consistent
Strategic combined authority policies require business cases for the delivery of projects
to be consistent with the net-zero ambition. Accommodation, travel and internal policies to reduce scope one & two emissions
(I) Ensuring compliance with CPCA project management guidance (ii) Monthly project
Close working with delivery partners through best-practice project and programme highlight reporting (ii) Monthly t_)udget m(_)nltorlng (1v) Creation of programme bgards to
. . . . engage partners at senior level in managing larger areas of work (v) regular project CMT .
. . . . o management. Political and senior leadership engagement with partners to ensure . . N . . Director of
External delivery partners unable to deliver on agreed External delivery partners do not meet deadlines, budget or qualitative . . . . . . . . . . ) reporting to Board and Committees (vi) minimising delivery partner risk on some Members, .
1 01/09/2019 . . . ) ; ! . Projects are not delivered on time, budget, or to the required standard. 11/11/2020 |effective communication, early warning, and timely and effective escalation of issues. . . . : . A Co : Delivery & N/A
commitments to CPCA projects requirements of their agreements with the Combined Authority. projects by direct in-house contracting with the supply chain (vii) achieving increased PMO, Project Strate
clarity about roles and responsibilities in the partner landscape (viii) targeted Mayor-level | Managers 9y
political engagement with delivery partners on some projects (viiii) housing team to
monitor changes to the market and potential impacts following this
- . Continued communication with BEIS & MHCLG about progress and outcome of review.
: . £170m programme has shortage of anticipated capital and L . S . .
Up to £45m of Government funding not provided and change of end date significantly reduced time and capability to deliver target of 2000 Escalate for political intervention and provide information to substantiate case. Housin Mitigation implemented and escalated throuah political Housin
21 11/11/2020 MHCLG Review of £100m Housing programme of £200m Housing Programme from 31st March 2022 to 31st March 2021 9 y habiity 9 . 06/11/2020 |Inform Committeee members and stakeholders. . g 9 P gnp . g
houses and the £100m programme within the £170m. Potential - : . ; . . Director channels. Director
: . . Prioritise and defer funding decisions with focus on achieving delivery targets by
reputational damage to CPCA housing programme likely. ) . . .
supporting those schemes with earliest starts on site.
. . Changes in Political Management which could lead a change of priorities  [Impact on funding, contractual arrangements and investor confidence . - N S . . - . . Chief Electlgns_are bound to have an |mpz?lct on the priorities on the . .
4 01/09/2019 Forth coming elections for CPCA in the CPCA 11/11/2020 |[Clarity around existing priorities and contractual obligations. MTFP, Business Plan, Leaders Strategy meetings in light of the forth coming elections. Executive organisation, but there are systems in place that are able to Chief Executive | N/A
adapt to the change in priority
The Directors meet weekly and are responsible for signing off recruitment to new posts
Ratshabankerd E.’AU due to the devolution white paper and known Employed a strategy team to consider and report on the impacts. The HR team has been increased to support the organisational structure and
changes of transferring of the transport teams from PCC and CCC. . . .
Including changes in SLA requirements recruitment of candidates of calibre. Chief . .
6 01/09/2019 Change in government policy around devolution Lack of structural resilience / insufficient internal resources ' 11/11/2020 [HR function to allow recruitment of additional transport function. Executive Chief Executive | N/A
. - . S There are staff dedicated to programme management with a system of monthly project
Increase in subsidiary companies requiring increased employment to . - . - ) : . : . g
Ensuring we have sufficient funding to allow employment. highlight reporting. This enables Directors to move resources to higher risk projects. We
accelerate programmes e.g. CAM . L ) :
are in the process of standardising documentation to create a single source of
information which builds resilience in case of individual staff members incapacity
Appointment of SRO to advise on BREXIT mitigation strategy and oversee
implementation
Appointment of INTERIM assistant to SRO to assist with strategy and implementation - . . . S Director of Director of
Potential impact of Brexit on delivery of the Combined Authority's |Potential impact of Brexit on delivery of the Combined Authority's Growth  |Potential financial uncertainty and economic instability leading to Monitoring of daily/weekly bulletlrl§ from M.CHLG' BEIS, HMRC to ensure information is Business & Assumption being that CPCA re-calibrate our objectives to a Business &
7 01/09/2019 " " ; I o L ) . 11/11/2020 . . . . . accurate and up to date, recognising funding streams relevant to need . . ) . ) N/A
Growth Ambition Programme (A) Ambition Programme in the short term. insufficient investment in priority projects in the short term. Engagement with Business Advisory Panel & Business Board to balance views of . . - Skills [Brexit new GVA figure Skills [Brexit
. Engagement with LEP Network and CLGU on funding for additional resources
businesses Lead] Lead]
Engagement with business organisation (FSB, CBI etc) stakeholders to augment
resources
HR support to staff working remotely.
Communication with both suppliers and delivery partners
Potential absence of significant numbers of Combined Authority staff Developed a business continuity plan based on technological advances (digital All Combined Authority staff are now working from home, with support for remote Chief
14 01/03/2020  |Covid-19 Pandemic (A) Disruption to the operation of the Combined Authority undermining the ability to transact the operational business of the 11/11/2020 pea ¢ P 9 9 meetings. Developed on digital transformation on virtual exhibitions and online . Chief Executive | N/A
. : transformation) ) . Executive
Combined Authority Committee / Board meetings.
Liaison with suppliers to ensure continuity of supply chains.
ltem 7 . ) . o
Liaison with delivery partners to ensure continuity
The organisation has no clear budget and capital programme that sets Monthly Budget monitoring reports
out how resources will be deployed and managed within. This is A comprehensive Medium Term Financial Plan was approved at Board in January 2020,
fundamental to any proper management process and any reporting and is in the process of being reviewed as part of the COVID-19 response to focus on  |All business cases for capital spend is approved at Board Chief Chief Finance
10 01/09/2019 Lack of Resource Planning & Financial Management practices |Absence of Resource Planning & Financial Management that will be required by CPCA Board, Stakeholders and Government. 11/11/2020 (refreshed priorities to support economic recovery. Regular financial and budget update Finance Officer N/A
Without this, no prioritisation takes place and there is no clear reports are provided to Committees and to the CPCA Board. Internal Management CFO and Monitoring Officer to sign off all business cases and reports Officer
measurement of outcome v ambition. It is the framework for sound reporting is being developed alongside the PMO highlight reports.
decision making. Corporate approach to Monitoring & Evaluation and Action.
Birectorof
2 End of 19/20 financial year Delivery & N/A 31/03/2020
Strategy
3 13/05/2020 Movedte Corporate Services Risk Register A 48/08/,2020
Directorof
5 03/03/2020 Delivery-&- NiA 0310312020
Strategy
9 01/10/2020 Moved to Corporate Services Risk Register N/A 48/08/2020
LL1 01/10/2020 Meovedio Gorporate Services Risk Register A 18/08/2020
12 30/09/2020 Moved to Corporate Services Risk Register N/A 48/08/2020
415 23/09/2020 Meovedio Gorporate Services Risk Register WA 418/08/2020

Corporate Risk Register 18/11/2020 13:55
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AUDIT AND GOVERNANCE AGENDA ITEM No: 8
COMMITTEE
27 NOVEMBER 2020 PUBLIC REPORT

AUDITED STATEMENT OF ACCOUNTS 2019/20 AND EXTERNAL AUDITORS
REPORT

1.0 PURPOSE

1.1. The purpose of the report is to:

(a) Receive and approve the final Statement of Accounts 2019/20

(b) Receive and approve the Annual Governance Statement 2019/20

(c) Receive and approve the Management Representation Letter 2019/20
(d) Receive and note the External Auditors report 2019/20

DECISION REQUIRED

Lead Officer: Jon Alsop — Head of Finance (S73)

(@)
(b)
(€)
(d)

The Audit and Governance Committee is recommended to:

Receive and approve the final Statement of Accounts 2019/20
Receive and approve the Annual Governance Statement 2019/20
Receive and approve the Management Representation Letter 2019/20

Receive and note the External Auditors Report 2019/20

2.0 BACKGROUND

Approval of the Audited Statement of Accounts 2019/20

2.1. According to their Terms of Reference, the Audit and Governance Committee

shall:

No. 3.2 — Approve the annual statement of accounts.
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2.2.

2.3.

2.4.

2.5.

2.6.

No. 3.4 — Review the Annual Governance Statement prior to approval to ensure
it properly reflects the risk environment and supporting assurances.

No. 3.12 — Review the annual accounts.

No. 3.13 — Consider the annual external audit of the Combined Authority’s
accounts, including the Annual Audit Letter, assessing the implications and
monitoring mangers’ responses to concerns.

No. 3.14 — Consider whether accounting policies were appropriately followed
and any need to report concerns to the Combined Authority Board.

No. 3.15 — Consider any issues arising from the External Auditor’s audit of the
accounts.

Due to the impact of COVID-19 on local authorities, MHCLG amended the
publication date for final, audited, accounts from 31 July (for Category 1
authorities) to 30 November 2020 for all local authority bodies.

At the meeting of 31 July 2020, the Committee reviewed the draft Statement of
Accounts. The Committee suggested a number of changes to be made to the
statement of accounts before they were published as ‘draft’ on the Combined
Authority’s website on 27" August 2020, together with the notice of the exercise
of public rights.

The period for the exercise of public rights ended on 9 October 2020. No-one
exercised their rights during this period.

Since the publication of the draft Statement of Accounts a small number of
adjustments have been identified, none of which impact on the General Fund
balance. The current version of the Statement of Accounts is attached at
Appendix A, and a summary of the changes since the published draft accounts
Is attached at Appendix B.

In accordance with the Accounts and Audit (2015) Regulations and the
Committee’s terms of reference, following the conclusion of the audit, the
Committee must approve the Final Statement of Accounts and Annual
Governance Statement ahead of their publication by 30 November 2020.

Audit of the Accounts

2.7.

2.8.

2.9.

Ernst & Young LLP (EY) have been auditing the draft Statement of Accounts
and will present their findings to the Audit and Governance Committee. Their
statutory report is attached at Appendix C.

EY’s report also covers the Mayor’s request to provide a view on the Authority’s
governance arrangements in the context of the letter received from the Minister
for Regional Growth and Local Government (MRGLG). EY’s response to the
Mayor is attached at Appendix D.

At the time of publication of papers for this meeting, the audit is substantially

complete. In the event that any changes are required to the accounts between
the meeting and the publication deadline, delegated authority will need to be
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given to the Audit and Governance Committee Chair to approve these changes
if the publication deadline is to be met.

Management Letter of Representation

2.10. The Chief Finance Officer (S73) is required to make representations on behalf

3.0

3.1.

3.2.

4.0

4.1.

5.0

5.1.

6.0

6.1.
6.2.
6.3.
6.4.
6.5.

of the Combined Authority in a number of areas in relation to the preparation of
the Statement of Accounts. EY also require this letter to be signed by the Chair
of the Audit and Governance Committee. The draft letter is attached at
Appendix E for review by the Audit and Governance Committee.

FINANCIAL IMPLICATIONS

The fee for the planned code work is £26,950. EY’s proposed uplift is £2,695
and additional fees are expected to be between £18,900 and £19,800. The total
audit fee for the year is therefore expected to be between £48,545 and
£49,545. Last year’s total fee was £35,350, and the estimate of 19/20 fees
provided to the 2 October 2020 meeting was between £38,645 and £45,645.

The additional fees cover the following:

Value for Money Conclusion significant risk - £5,750

Significant risk — incorrect capitalisation - £1,000 to £2,000

IAS 19 audit of pension disclosures - £3,700

Correspondence from the public - £3,050

New since 2 October 2020:

Impact of Covid 19 - £1,500

Mayor's request in respect of correspondence with MRCLG - £3,900

Additional Fees need to be agreed with CPCA and Public Sector Audit
Appointments

LEGAL IMPLICATIONS

As set out in the body of the report.

SIGNIFICANT IMPLICATIONS

None.

APPENDICES

Appendix A — Statement of Accounts 2019/20

Appendix B — Schedule of changes since published draft accounts
Appendix C — Audit Results Report for the Year Ended 31 March 2020

Appendix D — EY Response to CPCA Mayor
Appendix E — Management Letter of Representation

\ Source Documents Location
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Narrative Report:

1. Introduction

The Code of Practice on Local Authority Accounting in the United Kingdom affirms the
need for a Narrative Report to be published by local authorities in England, Northern
Ireland and Wales with their financial statements. The purpose of the narrative report is
to provide information on the Cambridgeshire and Peterborough Combined Authority, its
main objectives and strategies, to provide a commentary on how the Combined
Authority has used its resources to achieve its desired outcomes, and to demonstrate
how it is equipped to deal with the challenges ahead.

This report provides the narrative to Cambridgeshire and Peterborough Combined
Authority’s financial statements for the year ended 31 March 2020

2. Organisational Overview and External Environment

The Combined Authority is made up of eight founding members across Cambridgeshire
and Peterborough. Each of the following Constituent Authorities is represented by their
nominated representative or substitute at Combined Authority meetings.

Cambridge City Council

Cambridgeshire County Council

East Cambridgeshire District Council

Fenland District Council

Huntingdonshire District Council

Peterborough City Council

South Cambridgeshire District Council

The Business Board also has representation on the Combined Authority Board. By
virtue of their office, the Chair of the Business Board is the voting representative on the
Combined Authority and the Deputy Chair is the substitute representative

The following bodies have co-opted member status:

The Police and Crime Commissioner for Cambridgeshire
Cambridgeshire and Peterborough Fire Authority representative
Clinical Commissioning Group representative

The Business Board was constituted as a non-statutory body to be the Local Enterprise
Partnership (LEP) for the region. It is independent of the Combined Authority operating
as a private-public sector partnership, focusing on the key business sectors to provide
strategic leadership and drive growth in the Cambridgeshire and Peterborough and
wider Local Enterprise area.

The Business Board builds upon the strengths of established LEP services to create a
stronger new model and focuses on:

e Local Industrial Strategy — strategy development, implementation oversight, and
monitoring of key objectives

e Place-based growth plans — including master plan development for our market
towns, oversight of implementation, making investment recommendations,
strategically managing business growth zones (including Enterprise Zones)
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e Key sectors — determining our priority sectors, agreeing plans for their growth,
overseeing the products and services that directly stimulate sector growth

¢ International trade and exports — import and export strategies, fostering key
places in the world for trade accords, with particular focus on post-Brexit trade
and export planning

e Skills — strategy and delivery plans to achieve a pipeline of people with skills
required by business

e Major investment opportunities — maintaining an overview and management of
the pipeline of direct investment opportunities open to the area

e Devolution — employment improvement and increased exporting impacting on
Gross Value Added

The Business Board gives commerce a stronger voice in developing the Combined
Authority’s plans and decision making, and is committed to advising the Combined
Authority on achieving its Growth Ambition. It ensures that a clear business perspective
is brought forward as the Combined Authority seeks to be at the frontier of accelerating
delivery and securing new investment models, with and across Government, the private
sector and the local area.

At its meeting on 25 September 2019 the Combined Authority Board agreed to
amendments to the Constitution. Those amendments included the establishment of
three Executive Committees and provision for the appointment of Lead Members.

The changes to the constitution were made in response to the threats to the
Cambridgeshire and Peterborough economy, as outlined in the Cambridgeshire and
Peterborough Independent Economic Review (CPIER) report and to support a dynamic
and innovative approach to delivering the growth necessary to ensure the long term
prosperity of the area.

The Combined Authority Board will decide the strategic direction of the Combined
Authority but will delegate many of its decision-making powers for operational matters to
the Transport & Infrastructure Committee, the Skills Committee and the Housing &
Communities Committee.

3. Governance

Cambridgeshire and Peterborough Combined Authority is responsible for ensuring that
its business is conducted in accordance with the law and proper standards and that public
money is safeguarded and properly accounted for. The Combined Authority also has a
duty under the Local Government Act 1999 to make arrangements to secure continuous
improvement in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Combined Authority is responsible for putting
in place proper arrangements for the governance of its affairs, facilitating the effective
exercise of its functions including arrangements for the management of risk.

In May 2019, the Business Board and Combined Authority Board approved a revised
single Assurance Framework following the Ministry of Housing, Communities & Local
Government’s revised National Local Growth Assurance Framework for Mayoral
Combined Authorities with a Single Pot and Local Enterprise Partnerships.
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This single Assurance Framework has subsequently been submitted to and approved
by the Ministry of Housing, Communities and Local Government.

By creating a single Assurance Framework, the Combined Authority and the Business
Board will have a robust, singular framework that brings cohesion to the work of the
single officer team, ensuring clarity, transparency and openness for Government,
partners and members of the public around governance and compliance processes, and
a singular approach to the recommendation and decision-making processes of both
Boards.

4. Operational Model

The Devolution Deal for Cambridgeshire and Peterborough sets out key ambitions for
the Combined Authority to make our area a leading place in the world to live, learn and
work. These include:

e Doubling the size of the local economy

e Accelerating house building rates to meet local and UK need

e Delivering outstanding and much needed connectivity in terms of transport and
digital links

e Providing the UK’s most technically skilled workforce

e Transforming public service delivery to be much more seamless and responsive
to local need

e Growing international recognition for our knowledge-based economy

e Improving the quality of life by tackling areas suffering from deprivation

A significant element of the devolution deal was the award of a single pot of investment.
This single pot for Cambridgeshire and Peterborough initially comprised of a devolved,
multi-year transport settlement and an additional long-term investment fund grant, worth
up to £600 million over 30 years.

5. Risks and Opportunities
COVID-19

On 25 March 2020, the Combined Authority set out its response to COVID-19 to
support recovery and formulated an approach covering an immediate, short term and
medium-term response.

The immediate response was to remain ‘open for business’ with the Combined
Authority’s workforce being fully mobilised to work from home, meetings taking place
virtually, and the Mayor’s general power of competence being relied upon to make
decisions.

Innovations to support local businesses affected by COVID-19 have included:
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e The re-design and re-purpose of resources towards growth coaching, advice,
grants and equity investments, to provide a rapid response to support
businesses.

e Supporting clients to access information regarding the Central Government
Support Packages and to provide signposting to appropriate local sector
Business networks

e Allocate grant funding for short term support grants to COVID recovery and
regrowth strategies for local firms.

The medium-term response includes undertaking a review of all priorities to focus on
those which will increase the ability of economic recovery.

The Combined Authority Board approved the budget for 2020/21 and Medium Term
Finance Plan (MTFP) in January 2020. The MTFP set out assumed future funding
streams and a full capital programme of investments for the period to 2023/24. The
whole of the MTFP has been reviewed to consider risks to delivery and to focus on
priorities which will support economic recovery.

The review updated the assumptions made in the MTFP on the funding of projects to
which central government and its agencies have now made a clear public commitment.
This highlights the 'promoter’ role of the Combined Authority and its success in
obtaining future funding commitments from central government.

The ‘remodelled’ MTFP confirms that the current mayoral priorities are still affordable
within the existing MTFP funding envelope, that the refresh has refocused funds
towards the immediate COVID-19 response and has enabled the release of some
resources to support economic recovery, including an increased commitment to market
towns and funding to support the development of the Cambridgeshire Autonomous
Metro (CAM). The proposed changes, which were approved by the Board in June 2020
leave the revenue and capital budgets balanced and affordable across the lifetime of
the MTFP, whilst maintaining a £1m Contingency Reserve.

Despite the potential impact of COVID-19 on local authority financial sustainability, the
Combined Authority is able to maintain a balanced and affordable budget and to
continue to operate for the foreseeable future. It is therefore appropriate to prepare the
financial statements on a going concern basis.

The Combined Authority’s Gateway Review

The Combined Authority receives an annual grant of £20m from Government, locally
referred to as ‘Gainshare’ funding. This grant was indicatively awarded for 30 years but
iS subject to a gateway review every five years at which point Government assesses the
Combined Authority to determine whether it has been demonstrating good management
and achieved value for money. As this grant provides for the majority of the running
costs of the Combined Authority it is a risk that must be recognised.

The Combined Authority is confident that its processes, and achievements to date, will
clearly demonstrate to Government the value of the money invested in the Combined
Authority. Showing that this funding leads to the unlocking of previously stalled projects
and the delivery of nationally impactful schemes which grows the country’s economy
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and provides positive outcomes for the people and businesses within Cambridgeshire
and Peterborough.

Absence of funding for ambitious projects

The most ambitious projects that the Combined Authority is developing, for example the
Cambridge Autonomous Metro, Garden Villages, and the University of Peterborough,
will require clear and innovative funding strategies to deliver; these schemes will need
to combine private and public funding and financing to unlock their maximum potential.
As with any large-scale project there are internal and external factors which pose risks
and opportunities: the general economic conditions will affect the availability, and costs,
of loan finance and national political shifts could affect the level of public sector funding
which could be available.

This risk is not material to the day to day operation of the Combined Authority, rather to
its ability to achieve its long-term ambition to make Cambridgeshire and Peterborough
the leading place to live, work and learn. Active steps are being taken to maximise the
opportunities currently available, from submitting bids to recently announced
Government grant schemes through lobbying for key projects to be recognised in the
comprehensive spending review to discussions with interested private sector
stakeholders to ensure engagement and buy in across all sectors.

Unbudgeted for increases in project expenditure

As the Combined Authority’s role in Local Government is of a predominantly strategic
nature the vast majority of its annual expenditure is on projects, rather than the
provision of services as is the case in a traditional Local Authority. Unbudgeted for
increases in project expenditure would therefore have a greater impact on the
Combined Authority’s overall budget — substantial increases could impact on its ability
to deliver on the business plan and achieve a balanced budget.

This risk is mitigated through a variety of actions embedded within our local growth
assurance framework including: following the Treasury’s guidance on building robust
business cases, regular reporting of budget and expenditure to Senior Officers,
Committees and Boards, promoting close relationships with our delivery partners to
ensure early identification of potential issues, as well as learning from the past by
reviewing historic overruns to establish lessons to be learnt.

Brexit

The Combined Authority has not received any material funding from EU sources in
2019-20; however, it currently has bids being evaluated by both the European Social
Fund (ESF) and European Regional Development Fund (ERDF). Both these funds are
available to UK projects to spend by the end of March 2023 regardless of the outcome
of Brexit negotiations. The Combined Authority does not consider Brexit itself a risk to
these funding streams.

If there is a delay in the funding decisions being made, or the projects slip, then
replacement funding would need to be identified, or the project scope scaled back.
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Our Growth Ambition

The Combined Authority has a Growth Ambition Statement to summarise it's strategy
and response to the Cambridgeshire & Peterborough Independent Economic Review
(CPIER).

The CPIER endorsed the Devolution Deal ambition of doubling GVA over 25 years and
said that growth is of strategic importance for the future global competitiveness of
Britain. It emphasised the diversity of our economy and the difference between the
challenges the strongly-growing large cities and other parts of the area face.

The CPIER has also thrown down a challenge by saying that current efforts are not
enough to secure that growth. It has highlighted the risk that the Greater Cambridge
economy may decelerate unless there is investment in transport infrastructure and
housing. It provides clear evidence that we need to do more to develop the productivity
of firms, raise skill levels, make home ownership affordable, address health and
educational inequalities, and generate revenue to pay for public services in the future.

Not enough homes have been built in the past. The Combined Authority will therefore
lead work to review future housing demand and needs. That review will take place in a
way that makes new analysis available to support those of our planning authorities
which have committed to review their plans in the near future.

New homes need to be affordable. The Combined Authority’s Housing Strategy aims to
exceed the 2,500 affordable homes committed to in the Devolution Deal. We will also
use the new Spatial Framework and direct investment in new settlements to encourage
extra affordable housing provision, including by developing homes for first time buyers
with a price target based on earnings.

In striking a balance between the different possible patterns for future settlements
through the Spatial Framework, the Combined Authority will encourage development,
where good transport can be provided, including along transport corridors and new
garden villages. By linking the Spatial Framework and Local Transport Plan, this
approach will be based on ensuring that transport and other infrastructure investment
precedes housing development.

The Combined Authority’s identified key transport priorities reflect a commitment to
improve connectivity both East to West and North to South, to reduce commuting times
in line with a journey to work target of within 30 minutes, and to support future
development. We are committed to rigorous prioritisation based on business cases
which assess the impact of the projects on future growth.

Bringing transport and spatial planning together around projects like the Cambridgeshire
Autonomous Metro (CAM) creates opportunities to fund future investment through Land
Value Capture. The Combined Authority will consider acquiring and promoting strategic
housing sites along the proposed CAM routes. We will work to develop these as
possible future garden villages.

Responding to the growth challenge means public sector interventions to help firms
raise their productivity, especially outside the Greater Cambridge area. Our Local
Industrial Strategy (LIS) will reflect the CPIER’s recommendations about key sectors
and the drivers of productivity. Our LIS will recognise the different economic roles that
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different towns play and will be about targeting support to businesses in areas that need
it. It will focus on improving productivity and encouraging exporting. As part of this, the
Combined Authority is already supporting digital connectivity for businesses.

The CPIER highlighted the existence of a low level of skills and educational aspiration in
some communities, and mismatches with employer needs in the education system,
alongside the high-skilled economy of Cambridge. The Combined Authority will continue
to prioritise skills interventions, including supporting the establishment of a new
university in Peterborough with a course mix driven by local employer demand for skills
in both public and private sectors, encouraging apprenticeships, and through the LIS
working to activate employer demand and motivate learners and their families to aspire.

The CPIER recognised that growing our economy is not just about our two large cities
and emphasised the role of Market Towns. We will continue to support the Market Town
Masterplans and will be ready to support proposals for delivery that come out of those
masterplans. This will include supporting digital connectivity to help develop the
economy of market towns.

Growth, educational attainment, health and social mobility are linked. More skilled, more
productive, higher-earning Market Towns will also be healthier. That requires
consideration of how public services can best be organised to focus on improving the
wider determinants of health and encouraging education aspiration. The Combined
Authority has launched an Independent Commission on public service reform and
commissioned work on achieving a stronger health and care system.

6. Strategy and Resource allocation

LOCAL INDUSTRIAL STRATEGY

Implementing the Growth Ambition for Cambridgeshire and Peterborough requires a
focussed Local Industrial Strategy (LIS) defining how the Combined Authority will
support businesses and key sectors to grow and become more productive, and people
in our communities to gain the skills for these jobs. Led by the Business Board in
development and implementation, the LIS sets out priority productivity and skills
activities for the Combined Authority for the medium-term. The LIS, which is co-
produced with Government, explores the further support and investment national
Government could offer to deliver the UK Industrial Strategy locally.

The local industrial strategy can be viewed here.

STRATEGIC SPATIAL FRAMEWORK

As part of the Devolution Deal, the Combined Authority is developing a non-statutory
spatial strategy for Cambridgeshire and Peterborough. This will align essential
infrastructure, housing and job growth, and set out how growth can be delivered. It links
to other strategies of the Combined Authority. Local planning authorities, all of whom
are represented on the Combined Authority Board, retain their statutory planning
powers.

The Strategic Spatial Framework can be viewed here.
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SKILLS STRATEGY

The Skills Strategy supports our vision of a local skills system that is world-class in
matching the needs of our employers, learners and communities. The principles of the
Strategy include simplifying access to skills support for employers and learners and
tailoring interventions to appropriate geographies, sectors and learners by the
development of the Progression and Apprenticeship Market Place, the new University of
Peterborough and use of the devolved Adult Education Budget (AEB). The strategic
priorities ensure local provision is matched to industry need, making sure people are
work-ready, raising aspirations, and influencing choices.

The Skills Strategy can be viewed here.
LOCAL TRANSPORT PLAN

Following devolution, the Combined Authority is now the Local Transport Authority with
strategic transport powers. The Local Transport Plan provides an overview of the area’s
aims and objectives, its strategies to address challenges and summarises the major
transport schemes required to achieve targeted growth and place-making across the
Combined Authority geography.

During the September refresh of the business plan, six projects were included as
additions to the key projects list which the Board monitors quarterly. These projects are:

e Fenland Stations Regeneration — a project to deliver a range of interventions at
train stations across March, Manea and Whittlesea and to promote more frequent
and later services from these stations;

e Bus Review Task Force — this is a programme of work designed to implement the
recommendations and findings of the 2018 Strategic Bus Review. This includes
building business cases for possible franchising or other bus delivery models by
early 2021;

e Adult Education Budget — responsibility for the devolved Adult Education funding;

e Community Land Trusts — increasing the potential CLTs in the area,;

e £100,000 Homes — enabling the delivery of the first £100,000 homes;

e Business Board — tracking and monitoring progress in The Business Board’s
programme to deliver the Local Industrial Strategy as a key project.

The local transport plan is still in the public consultation phase and the consultation
documentation can be viewed here.

7. Outlook

The Combined Authority restates its commitment to double GVA over 25 years. We
recognise that this will require action and investment by both the public and private
sectors. It is the role of the Combined Authority to lead and to convene partners in order
to make that happen.

Partnership will be essential to delivery. The public sector in particular needs to work
more closely to leverage all our resources, human and financial. We also need to
depoliticise what we do about growth and build a consensus that gives our
communities, businesses and central government the confidence that when they make
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decisions to live, grow and invest in our region they do so knowing there's not a better
area in the country to do it.

Key and valued local partnerships for the Combined Authority include those with
constituent authorities, with the Business Board and employers in the area, with the
Greater Cambridge Partnership, and those involving cross-border working with
neighbouring councils.

The Business and Skills Directorate and the Business Board, for which it supplies the
executive support, is focused on the Combined Authority’s vision to double our
economy. Its strategic approach in achieving this is to:

e Improve the long-term capacity for growth in Greater Cambridge to support
the expansion of this innovation powerhouse and, crucially, reduce the risk of
any stalling in the long-term high growth rates that have been enjoyed for
several decades.

¢ Increase sustainability and broaden the base of local economic growth, by
identifying opportunities for high growth companies to accelerate business
growth where there is greater absorptive capacity, beyond the current
bottlenecks to growth in Greater Cambridge.

¢ Do this by expanding and building upon the clusters and networks that
have enabled Cambridge to become a global leader in innovative growth,
creating an economy-wide business support eco-system to promote inclusive
business growth.

The Delivery and Strategy Directorate promotes the Mayor and Combined Authority’s
growth ambition by:

e Supporting their role as the Transport Authority, developing and overseeing the
delivery of new transport schemes, developing the Local Transport Plan, and
ensuring the provision of subsidised public transport by delivery partners;

e Supporting Local Planning Authorities by developing an overall spatial
framework for the area;

¢ Providing programme and performance management to ensure successful
delivery of Combined Authority projects; and

e Supporting the Mayor and Combined Authority’s role in public service reform.

In 2017, the Combined Authority successfully negotiated £170 million from Government
for delivery of an ambitious housing programme providing 2,500 new affordable homes
by March 2022.

Within this programme, £100 million is available to be used across the Combined
Authority area to deliver 2,000 affordable homes and £70 million is available to
Cambridge City Council to deliver 500 new council homes.

The Housing and Development Team at the Combined Authority is working with officers
in all partner local authorities (via the Cambridgeshire and Peterborough Housing
Board) to identify new schemes to come forward for support from the Affordable
Housing Programme. The Team is also building relationships with landowners,
developers and housing providers to seek opportunities to influence, enable and
accelerate delivery of new affordable housing across the Combined Authority area.

10

Page 134 of 299



Basis of Preparation and Presentation

This Statement of Accounts has been prepared in accordance with statutory
requirements, detailed in the Local Government Act 2003, the Accounts and Audit
Regulations 2015 and The Code of Practice on Local Authority Accounting in the United
Kingdom 2019/20 (the Code).

The Statement of Accounts brings together the major financial statements for the
Combined Authority for the financial year 2019/20. The financial statements, along with
the notes that accompany them, aim to give a full and clear picture of the financial
position of Cambridgeshire and Peterborough Combined Authority. The key contents of
the various sections are as follows:

Jon Alsop

Statement of Responsibilities — sets out the responsibilities of the Combined
Authority and the Chief Finance Officer in respect of the Statement of
Accounts.

Comprehensive Income and Expenditure Statement — shows the accounting
cost in the year of providing services in accordance with generally accepted
accounting practices.

Movement in Reserves Statement — this statement shows the movement in
the year on the reserves held by the Combined Authority.

Balance Sheet — shows the value of the assets and liabilities recognised by
the Combined Authority as at 31 March 2020.

Cash Flow Statement — summarises the inflows and outflows of cash, and
cash equivalents, arising from transactions with third parties.

Notes to the Financial Accounts - the various statements are supported by
technical notes and by the Statement of Accounting Policies.

Annual Governance Statement — sets out how the Combined Authority’s
governance arrangements comply with the principles of the Local Code of
Governance.

Chief Finance Officer (S73)
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Independent Auditors’ Report to the Members of
Cambridgeshire and Peterborough Combined Authority

This report will be provided after the audit of the Authority’s accounts is completed.

Page 136 of 299
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Statement of Responsibilities for the Statement of Accounts

The Combined Authority’s Responsibilities

The Combined Authority is required to:

e 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 Combined Authority, that
officer is the Chief Finance Officer

e manage its affairs to secure economic, efficient and effective use of resources and safeguard its assets;
and

e approve the Statement of Accounts.

The Section 73 Officer’'s Responsibilities

The Section 73 Officer is responsible for the preparation of the Combined 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 Finance Officer has:

e selected suitable accounting policies and then applied them consistently;
¢ made judgements and estimates that were reasonable and prudent;

e complied with the local authority Code.

The Section 73 Officer has also:
e kept proper accounting records which were up to date
e taken reasonable steps for the prevention and detection of fraud and other irregularities.

Section 73 Officer’s Certificate

| certify that the accounts set out on pages xx to xx present a true and fair view of the financial position of
the Combined Authority at 31 March 2020 and its income and expenditure for the year ended
31 March 2020.

Jon Alsop

Chief Finance Officer and
Section 73 Officer:

Date:

Approval of the Statement of Accounts

| confirm that these accounts were approved by the Audit and Governance Committee at the meeting held
on 27 November 2020.

Chair of the Audit Committee:

Date:
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Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure 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. The Combined Authority has the ability to levy a council tax

precept, but this power has not been utilised in 2019-20.

2018/19 CIES 2019/20
(Restated™)
Gross Exp. IE:E:‘SE Net Exp Gross ) Gross Net Exp
[Restated) (Restated) [Restated] MNotes Ezpend Income
£000 £000 £000 £000 £000 £000
4,103 0 4103 Combined Authority Staffing Costs 4,064 0 4,064
606 [80) 526 External Support Services 291 0 291
B20 )] B20 Corporate Overheads 985 0 985
[13) 1] [13) Election Costs 0 0 0
1] [102) [102) Financing Costs o (503} (503)
B9 o B9 Gaovernance Costs 17 0 17
1,058 [348) 710 Economic Strategy 1,691 (720) 971
438 [24) 415 Mavyar's Office 370 0 370
14,064 [14,132) [69) Housing 12,561 (524) 12,037
45,641 [41,711) 3,930 Transport 38,824 (35,379) 3,445
704 [338) 366 Strategy, Planning and Performance 353 (27T} 276
3,583 [3,848) [265) Business and Skills 11,724 (4,218) 7,505
71,094 (60,583) 10,512 Net Cost of Services 71,080 (41,622) 29,458
1 [1,410) [1,410) Financing & Investment Income & Expenditure B 37 (1,646 [1,609)
] [41,961) [41,961) |Taxation & Non-Specific Grant Income 9 0 (39,145 (39,149)
71,094 (103,954) [32,860) (Surplus) | Deficit on Provision of Services 7,117 (62,417) (11,300)
(Surplus) / deficit from investments in eguity instruments
132 1] 132 designated at fair value through other comprehensive income 76 1] 76
Actuarial (Gains) / Losses on Pension Assets / Liabilties 7 1,023 0 1,028
132 Other Comprehensive Income & Expenditure 1,104
(32,728) |Total Comprehensive Income & Expenditure (10,196)

* In 2018-19 the Combined Authority took on the operation of the Local Enterprise Partnership (the Business Board).
In the year of acquisition, accounting regulations required that the Combined Authority’s accounts present the income
and expenditure associated with the Business Board in a separate line on the combined income and expenditure
statement so that the 2018-19 figures were comparable with the prior year in which the Business Board was not part
of the Combined Authority.

This year, and going forward, to reflect the reality of the Business Board’s holistic relationship with the Combined
Authority the expenditure on the operation and projects of the Business Board are reflected within the area that is
responsible for the works, predominantly Business and Skills, and Transport.
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Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end of the year on reserves held by the Combined
Authority, analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure) and other ‘unusable reserves’. The Statement shows
how the movements in year of the Combined Authority’s reserves are broken down between gains and losses incurred in accordance with generally
accepted accounting practices and the statutory adjustments required to return to the amounts chargeable for the year. The Net Increase/Decrease
line shows the statutory General Fund Balance movements in the year following those adjustments.

. . Total
Earmarked Capital Grants Usable Capital .
Movement in Reserves Note Geg::lll{i:nd General Fund Unapplied Receipts T(;t::;el;lr?‘.;bsle gg::?‘:}l? %(:IT;EE::
Reserves Account Reserve
Reserves
£000 £000 £000 £000 £000 £000 £000

Balance at 1 April 2018 (9,997) (1,690) (99,789) (9,189) (120,665) [7,125) [127,790)
Total Comprehensive income & Expenditure (32,859) 0 [1] 0 (32,859) 132 (32,727)
Adjustments between accounting basis & funding basis under 43
regulations ' 30,814 i} (31,180) {1,947) (2,323) 2,323 0
Net Increase before Transfers to Earmarked Resernves (2,045) 0 (31,190) (1,947) (35,182) 2,455 (32,727)
Transfers to / (from) Reserves as57 (B57) 0 0 0 0 0
Increase / (Decrease) in 2018/19 {1,188) (B5T) (31,190) (1,947) (35,182) 2,455 (32,727)
Balance at 31 March 2019 Carried Forward [11,185) [2,547) (130,979) [11,136) (155,847) [4,670) [160,517)
Balance at 1 April 2019 [11,185) (2,547) (130,979) [11,136) (155,847) [4,670) [160,517)
Total Comprehensive Income & Expenditure (11,300) 0 0 0 (11,300} 1,104 (10,198}
Adjustments between accounting basis & funding basis under regulations 13 7,985 0 26,087 128 34,210 (34,210} 0
MNet Increase before Transfers to Earmarked Resernves (3,308) o 26,087 128 22,910 133,106) (10,196)

Transfers to / (from) Resemves 554 (554) 0 0 0 0 0
Increase | {Decrease) in 2019/20 (2,751) (554) 26,087 128 22,910 [33,106) (10,196)
Balance at 31 March 2020 Carried Forward (13,936) (3,101) (104,892) {11,008) (132,937) (37,776) (170,713)
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Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the Combined Authority. The net assets of the Combined Authority (assets less
liabilities) are matched by the reserves held by the Combined Authority. Reserves are reported in
two categories. The first category of reserves are usable reserves, i.e. those reserves that the
Combined Authority may use to provide services, subject to the need to maintain a prudent level
of reserves and any statutory limitations on their use (for example the Capital Receipts Reserve
that may only be used to fund capital expenditure or repay debt). The second category of reserves
is that which the Combined Authority is not able to use to provide services. This category of
reserves includes reserves that hold unrealised gains and losses and reserves that hold timing
differences shown in the Movement in Reserves Statement line ‘Adjustments between accounting
basis and funding basis under regulations’.

31st March 2019 Balance sheet 31st March 2020
£000 £000
Notes
208 Property, Plant & Equipment 20 544
209 Long Term Investments 23,24 133
4,459 Long Term Debtors 26,23, 24 19,677
4.876|Long Term Assets 20,354
1,235 Short Term Debtors 26, 23,24 26,434
a7,743 Short Term Investments 23,24 80,699
109,758 Cash and Cash Equivalents 23,24, 29 80,565
168,736|Current Assets 187,698
(10,788) Short Term Creditors 27,23,24 (21,407)
(10,786)|Current Liabilities (21.407)
0 Other Long Term Liabilities 7 (1,554)
(2,309) Capital Grants Receipts in Advance 28 (14.378)
(2,309)|Long Term Liabilities (15,932)
160,517|Net Assets 170,713
(155 847) (155,847) Usable Reserves 13 (132,937) (132,937)
(4,670) (4.670) Unusable Reserves 13 (37,778) (37.778)
(160,517)| Total Reserves (170,713)
Chief Finance Officer and Section 73
Officer:
Date:
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Combined
Authority during the reporting period. The statement shows how the Combined Authority
generates and uses cash and cash equivalents by classifying cash flows as operating, investing
and financing activities. The amount of net cash flows arising from operating activities is a key
indicator of the extent to which the operations of the Combined Authority are funded by way of
taxation and grant income or from the recipients of services provided by the Combined Authority.
Investing activities represent the extent to which cash outflows have been made for resources
which are intended to contribute to the Combined Authority’s future service delivery.

201819  Cash Flow Statement Motes 2019/20
£000 £000
(32,859)  Met (Surplus) / Deficit on the Provision of Services (11,300)
(23,1%8)  Adjust net [Surplus)/Deficit on the Provision of the Services for non cash movements (17,881

Adjust for items included in the net (surplus)/Deficit on the Provision of Services that

0 are Investing & Financing Activities 0
[66,059)  Met Cash Flows from Operating activities (29,180)
30,285 Investing activities 24 58,373

0 Financing activities 0
(35,763)  Met (Increase)/Decrease in Cash & cash Equivalent 23,193
73,994 Cash & Cash Equivalent at the beginning of the Reporting Period 109,758
35,763 Increase / (Decrease) in Cash and Cash Equivalents (29,193
109,758 Cash & Cash Equivalents at the end of the Reporting Period 30 80,565
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Notes to the Accounts

1 Accounting Policies

General Principles

The Statement of Accounts summarises the Combined Authority’s transactions for the 2019/20
financial year and its position at the year-end 31 March 2020. The Combined Authority is required
to prepare an annual Statement of Accounts by the Accounts and Audit Regulations 2015.

The Statement of Accounts must be prepared in accordance with proper accounting practices.
These practices primarily comprise the Code of Practice on Local Authority Accounting in the
United Kingdom 2019/20, supported by International Financial Reporting Standards (IFRS).

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.

1.1 Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not when cash is paid or received. In
particular;

e Revenue from contracts with service recipients, whether for services or the provision of
goods, is recognised when (or as) the goods or services are transferred to the service
recipient in accordance with the performance obligations in the contract;

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

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

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

1.2 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 highly liquid investments that
mature in three months or less from the reporting date and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

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

1.3 Charges to Revenue for Non-current Assets

Services and support services are debited with the following amounts to record the cost of holding
non-current 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
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amortisation of intangible assets attributable to the service.

Depreciation, revaluation and impairment losses and amortisation are not charges to the
Combined Authority’s General Fund. However, it is required to make an annual contribution from
revenue towards the reduction in its overall borrowing requirement equal an amount calculated
on a prudent basis determined by the Combined Authority in accordance with statutory guidance.
Depreciation, revaluation and impairment losses and amortisation are therefore replaced by MRP
by way of an adjusting transaction with the Capital Adjustment Account in the Movement in
Reserves Statement for the difference between the two.

1.4 Employee Benefits
1.4.1 Benefits Payable During Employment

Short-term employee benefits are those due to be settled wholly within 12 months of the year-
end. They include such benefits as wages and salaries, paid annual leave and paid sick leave.

1.4.2 Termination Benefits

Termination benefits are amounts payable as a result of a decision by the authority to terminate
an officer's employment before the normal retirement date or an officer's decision to accept
voluntary redundancy in exchange for those benefits and are charged on an accruals basis to the
appropriate service segment or, where applicable, to a corporate service segment at the earlier
of when the authority can no longer withdraw the offer of those benefits or when the authority
recognises costs for a restructuring. Where termination benefits involve the enhancement of
pensions, statutory provisions require the General Fund Balance to be charged with the amount
payable by the authority to the pension fund or pensioner in the year, not the amount calculated
according to the relevant accounting standards. In the Movement in Reserves Statement,
appropriations are required to and from the Pensions Reserve to remove the notional debits and
credits for pension enhancement termination benefits and replace them with debits for the cash
paid to the pension fund and pensioners and any such amounts payable but unpaid at the year-
end.

1.4.2 Post-employment Benefits

Employees of the authority are can become members of the Local Government Pensions
Scheme, administered by Cambridgeshire County Council.

The scheme provides defined benefits to members (retirement lump sums and pensions), earned
as employees worked for the authority.

The Local Government Pension Scheme is accounted for as a defined benefits scheme:

. The liabilities of the pension fund attributable to the Authority are included in the balance
sheet on an actuarial basis using the projected unit method — ie 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 projected earnings for
current employees.

. Liabilities are discounted to their value at current prices, using a discount rate of based on
the indicative rate of return on high quality corporate bonds

. The assets of the pension fund attributable to the Authority are included in the balance
sheet at their fair value:

0 quoted securities — current bid price

o] unquoted securities — professional estimate

o] unitised securities — current bid price

0 property — market value.

The change in the net pensions liability is analysed into the following components:
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. Service cost comprising:

o] 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 Combined
Authority Staffing Costs line

0 past service cost — the increase in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years — debited in the
comprehensive income and expenditure statement to the Combined Authority Staffing Costs line

0 net interest on the net defined benefit liability (asset), ie net interest expense for the
Authority — the change during the period in the net defined benefit liability (asset) that arises from
the passage of time charged to the financing and investment income and expenditure line of the
comprehensive income and expenditure statement — this is calculated by applying the discount
rate used to measure the defined benefit obligation at the beginning of the period to the net
defined benefit liability (asset) at the beginning of the period — taking into account any changes in
the net defined benefit liability (asset) during the period as a result of contribution and benefit
payments.

. Remeasurements comprising:

o] the return on plan assets — excluding amounts included in net interest on the net defined
benefit liability (asset) — charged to the pensions reserve as other comprehensive income and
expenditure

o] actuarial gains and losses — changes in the net pensions liability that arise because events
have not coincided with assumptions made at the last actuarial valuation or because the actuaries
have updated their assumptions — charged to the pensions reserve as other comprehensive
income and expenditure.

o] 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 Authority 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 transfers to and from the pensions
reserve to remove the notional debits and credits for retirement benefits and replace them with
debits for the cash paid to the pension fund and 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.

Discretionary benefits

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

1.5 Events after the Reporting Period

These are events that occur between the end of the accounting period and the date when the
Statement of Accounts is authorised for issue. Two types of events can be identified:

o If events provide new evidence of conditions that existed at the balance sheet date the
Statement of Accounts is adjusted;

e Other events are only indicative of conditions that arose after the balance sheet date.
The Statement of Accounts is not adjusted. But where such a category of events would
have a material effect, disclosure is made in the notes. The note sets out of the nature
of the events and their estimated financial effect.
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Events taking place after the date of authorisation for issue are not reflected in the Statement of
Accounts.

1.6 Financial Instruments
1.6.1 Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Combined Authority is
contractually committed to a financial instrument. They are initially measured at fair value. They
are carried at their amortised cost.

The amount charged to revenue is based on the effective interest rate. The effective interest rate
discounts estimated future cash payments over the life of the instrument to the amount at which
it was originally recognised.

The carrying value for most loans is outstanding principal repayable plus accrued interest.
Interest charged to the CIES is the amount payable under the agreement.

Annual charges for these loans are made to the Financing and Investment Income and
Expenditure line in the CIES. The charge is the carrying amount of the liability multiplied by the
effective rate of interest.

For these loans, the difference between the annual charge and the cash paid is reversed out in
the MIRS.

1.6.2 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:

e amortised cost
o fair value through profit or loss (FVPL), and
¢ fair value through other comprehensive income (FVOCI)

1.6.2.1 Financial Asset 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 Council, 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.

When soft loans are made, a loss is recorded in the CIES (debited to the appropriate service) for
the present value of the interest that will be foregone over the life of the instrument, resulting in a
lower amortised cost than the outstanding principal.

Interest is credited to the Financing and Investment Income and Expenditure line in the CIES at
a marginally higher effective rate of interest than the rate receivable from the voluntary
organisations, with the difference serving to increase the amortised cost of the loan in the Balance
Sheet. Statutory provisions require that the impact of soft loans on the General Fund Balance is
the interest receivable for the financial year — the reconciliation of amounts debited and credited
to the CIES to the net gain required against the General Fund Balance is managed by a transfer
to or from the Financial Instruments Adjustment Account in the Movement in Reserves Statement.

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 CIES.
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1.6.2.2 Financial Asset Measured at Fair Value through Other Income and Expenditure
(FVOCI)

Where the authority has eligible assets it may elect to account for them at Fair Value through
Other Income and Expenditure This means that any gains or losses in Fair Value are charged to
Other Income and Expenditure and reversed out through the MIRS to the Financial Instrument
Revaluation Reserve.

1.6.2.3 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
Council 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
¢ other instruments with fixed and determinable payments — discounted cash flow analysis.

The inputs to the measurement techniques are categorised in accordance with the following three
levels:

e Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that the
Council can access at the measurement date.

e Level 2 inputs — inputs other than quoted prices included within Level 1 that are observable for
the asset, either directly or indirectly.

e Level 3 inputs — unobservable inputs for the asset.

Any gains and losses that arise on the derecognition of the asset are credited or debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

1.6.3 Expected Credit Loss Model

The Combined Authority recognises expected credit losses on all of its financial assets held at
amortised cost 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 Combined 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.

1.7 Government Grants and Contributions

Whether paid on account, by instalments or in arrears, government grants and third party
contributions and donations are recognised as due to the Combined Authority when there is
reasonable assurance that;

¢ the Combined Authority will comply with the conditions attached to the payments, and
¢ the grants or contributions will be received

Amounts recognised as due to the Combined Authority are not credited to the CIES until
conditions attached to the grant or contribution have been satisfied. Conditions are stipulations
that specify that the future economic benefits or service potential embodied in the asset in the
form of the grant or contribution are required to be consumed by the recipient as specified, or
future economic benefits or service potential must be returned to the transferor.
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Monies advanced as grants and contributions for which conditions have not been satisfied are
carried in the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution
is credited to the relevant service line (attributable revenue grants and contributions) or Non-
specific Grant Income and Expenditure (non-ringfenced revenue grants and all capital grants) in
the CIES.

Where capital grants are credited to the CIES, they are reversed out of the General Fund Balance
in the MIRS. 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 capital expenditure.

1.8 Leases

Leases are classified as finance leases where the terms of the lease transfer substantially all the
risks and rewards incidental to ownership of the property, plant or equipment from the lessor to
the lessee. All other leases are classified as operating leases.

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

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

1.8.1 The Authority as Lessee
1.8.1.1 Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Statement as an expense of the services benefitting from use of the leased property, plant or
equipment. Charges are made on a straight-line basis over the life of the lease, even if this does
not match the pattern of payments (eg there is a rent-free period at the commencement of the
lease).

1.9 Property, Plant and Equipment

Assets that have physical substance and are held for use in the production or supply of goods or
services, for rental to others, or for administrative purposes and that are expected to be used
during more than one financial year are classified as property, plant and equipment.

1.9.1 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 authority 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 (ie repairs and maintenance) is charged as an
expense when it is incurred.

1.9.2 Measurement
Assets are initially measured at cost, comprising:

¢ 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

In 2019/20, in addition to Vehicle, plant, furniture & equipment, there have been some expenditure
classified as Assets Under Construction measured at the same basis as above incurred for the
University of Peterborough project.

Assets included in the Balance Sheet are held at current value.
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1.9.3 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.

1.9.4 Depreciation

Depreciation is provided for on all property, plant and equipment assets by the systematic
allocation of their depreciable amounts over their useful lives. An exception is made for assets
without a determinable finite useful life (i.e. freehold land and certain community assets) and
assets that are not yet available for use (ie assets under construction).

Deprecation is calculated on the following bases:

e Vehicle, plant, furniture and equipment — Depreciation is calculated from the year of
acquisition, on a straight line basis, over a period of five years.

e Assets Under construction — Assets in the course of construction are not depreciated until
they are brought into use.

The useful lives of assets are reviewed regularly. Where necessary, the life of an asset is revised
and the carrying amount of the asset is then depreciated over the remaining useful life.

1.10 Programme Management of Delegated Funds

Some funds are delegated to CPCA that HM Government require it to distribute and manage to
achieve the desired outcomes. Government subsequently require officers of CPCA to monitor
activity and report thereon regularly. Such funds require specific project management and this
sets out the methodology for funds under management in 2019/20.

1.10.1 Local Growth Fund

This programme was inherited from the former GCGP LEP. Funding is allocated by the
Business Board based upon the 2014/15 funding agreement to deliver increased GVA in the
area. It ceases in 2021. Programme management costs are allowed by the funding agency,
Department for Business, Energy and Industrial Strategy (BEIS) as determined by the
Accountable Body. Previously 4% was agreed but this has been reviewed, since it became the
CPCA's responsibility in 2018/19, to 2% of the funds received in year.

1.10.2 Housing Investment Fund

£170m has been devolved by HM Government to deliver 2,500 affordable homes by 2022. This
seeks out opportunities and delivers grant to achieve this stretched target. Regular reporting
and review is undertaken with the Ministry of Housing, Communities and Local Government. In
2017/18, this was undertaken by a constituent council on behalf of CPCA and paid for from the
programme fund. In 2018/19, that arrangement was terminated and staff employed specifically
to deliver the programme management. The costs of that programme management function is
paid for from the fund.

1.11 Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Combined 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 Combined 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 when the Combined Authority has an obligation, and are
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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.

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 (or a lower settlement
than anticipated is made), 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 ifitis virtually certain that reimbursement will be received if the Combined Authority settles
the obligation.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Combined Authority a
possible obligation whose existence will only be confirmed by the occurrence or otherwise of
uncertain future events not wholly within the control of the authority. Contingent liabilities also
arise in circumstances where a provision would otherwise be made but either it is not probable
that an outflow of resources will be required or the amount of the obligation cannot be measured
reliably.

Contingent liabilities are not recognised in the balance sheet but disclosed in a note to the
accounts.

1.12 Reserves

The Combined Authority sets aside specific amounts as reserves for future policy purposes or to
cover contingencies. Reserves are created by transferring amounts out of the General Fund
Balance.

When expenditure to be financed from a reserve is incurred, it is charged to the appropriate
service in that year. It is included in the Surplus or Deficit on the Provision of Services in the
CIES.

The reserve is then transferred back into the General Fund Balance in the Movement in Reserves
Statement.

Certain reserves are kept to manage the accounting processes for non-current assets, financial
instruments, local taxation, retirement and employee benefits. These reserves are not usable
resources for the Combined Authority — these reserves are explained in the relevant policies.

1.13 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
authority 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 then reverses out the amounts charged so that there is no
impact on the General Fund Balance.

The Combined Authority receives many capital funds from H.M. Government to achieve outcomes
in the area. Such funds include Gainshare (Capital), Transforming Cities Fund, Housing
Investment Fund and Local Growth Fund. The CPCA is primarily a commissioning organisation
and seeks to deliver the outcomes through third parties such as constituent authorities by giving
capital grants to deliver these capital projects. Under the CIPFA prudential code such expenditure
is treated as REFCUS.
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1.14 Value Added Tax (VAT)

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

1.15 Going Concern

Despite the potential impact of COVID-19 on local authority financial sustainability, the Combined
Authority is able to maintain a balanced and affordable budget and to continue to operate for the
foreseeable future. The Combined Authority has undertaken cash flow modelling which, taking
account of the cash balances of £38.4 million at 31 October 2020 and forecast cash balances of
£58.9 million at 31 December 2021, demonstrates the Combined Authority does not have any
liquidity concerns over the next 12 months. It is therefore appropriate to prepare the financial
statements on a going concern basis.

2 Accounting Standards that have been Issued but have Not Yet Been Adopted

¢ Amendments to IAS 28 Investments in Associates and Joint Ventures: Long-term
Interests in Associates and Joint Ventures

e Annual Improvements to IFRS Standards 2015-2017 Cycle

¢ Amendments to IAS 19 Employee Benefits: Plan Amendment, Curtailment or
Settlement.

The above changes in accounting requirements which have been introduced by the 2020/21
code are not anticipated to have a material impact on the authority’s financial performance
or financial position.

3 Critical Judgement in Applying Accounting Policies

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

e The Combined Authority has received a humber of capital grants. A judgement has been
required for each one, and although some of the grants have been ring fenced for specific
purposes, not all of these have conditions in place that satisfy the requirements of the
Code to treat the unspent elements of the grants as Capital Grant Receipts in Advance.
Unspent capital grant funding in relation to these grants has been accounted for in the
CIES and transferred to the Capital Grants Unapplied Reserve.
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External Audit Costs

The Combined Authority has incurred the following cost in relation to the audit of the
Statement of Accounts provided by the Combined Authority’s external auditors, Ernst &
Young LLP (EY).

2018719 External Audit Costs Blie sl

£ 000 £000
Fees payable with regard to external audit services carried out

3 by the appointed auditor -
PSAA audit refund (3)
35 Total 42

Mayor’s and Members’ Allowances

The Mayor is the only Member of the CPCA Board who receives an allowance and expenses
as the other Members are Leaders of their respective Constituent Authority and receive
expenses and an allowance through this.

The 18-19 allowances have been restated to reflect that, while an allowance for the interim
Chair of the Business Board in 2018-19 was accrued, he subsequently waived his allowance
and therefore there was no actual cost realised — a new chair took up the role in 2019-20 and
thus there have been payments made for both allowance and expenses.

Allowances
(Restated) Expenses Total
201819
Role 2019/20 | 201819 | 2019/20 | 201819 | 2019/20
[Restated)

Mayor £75,000 £75,000 £5,835 £4.471 £80,835 £79,471
Chair of the Business Board £0 £18 204 £0 £2 585 £0 £20,789
Chair of Audit and c c c
Covernance Committes £1 534 £1,534 £0 £0 £1 534 £1,534

Officers’ Remuneration

The Accounts and Audit Regulations 2015 require the disclosure of certain details relating to
employees whose remuneration was £50,000 or more. Additional disclosures are required
relating to the organisation’s Senior Employees.

These requirements only apply to directly employed staff.

During 2018/19 some Combined Authority staff were contractually employed by
Peterborough City Council. For clarity of the accounts, these staff have been included in the
prior year’s figures to enable meaningful comparisons.
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Senior Employees

Senior employees whose salary is £50,000 or more, but less than £150,000, are required to
be listed individually by way of job title. Employees whose salary is £150,000 or more must
also be identified by name. In this context, a senior employee is identified as follows:

e the designated head of paid service, a statutory chief officer or a non-statutory chief officer
of a relevant body, as defined under the Local Government and Housing Act 1989;

e any person having responsibility for the management of the relevant body, to the extent
that the person has power to direct or control the major activities of the body, in particular
activities involving the expenditure of money, whether solely or collectively with others.

Total Remuneration including Employer
201819 . A
Pension Contributions £000
Comparator by| MName(s) of
total post | post holders in 2019720
remuneration 2019-20 —
£000 Pay Pension | arty_f Total
Payments
Co-Chief Executive' 350 John Hill - - 129 129
Co-Chief Executive'? , 82 13 - 95
. 5 Kim Sawyer
Director of Corporate Resources 82 13 - 95
Robert Parkin 2 - - 2
Monitoring Officer® 166 Dermot Pearson - - 156 156
Howard Morris - - 35 35
Jon Alsop Iri 12 - 89
ief Fi 201

Chief Finance Officer® Mol ONeill ) ; = 46
Director of Business and Skills 161 John T Hill 148 - - 148
Director of Delivery and Strategy® 77 Paul Raynes 135 22 - 157
Director of Housing® 109 Roger 135 22 : 157

Thompson
Director of Transport® 171 - - 65 65
Total 1,235 661 81 431 1,173

1. CPCA has two joint CEOs (Kim Sawyer and John Hill) have been in post since 26th
September 2018, prior to this the CPCA had a single Chief Executive

2. Kim Sawyer covers both the role of Director of Corporate Resources and Co-Chief
Executive thus the costs are split across both budgets

3. H Norris was in post between March 2019 and May 2019, D Pearson was in this post
between June 2019 and March 2020 and R Parkin was appointed as the Monitoring
Officer in March 2020.

4. N O’'Neill was Chief Finance Officer until the end of May 2019 and J. Alsop was
appointed from June 2019.

5. Directors of Housing and Delivery and Strategy were appointed part way through

2018-19

The Director of Transport role was removed as a result of restructuring.

Where these posts were covered by non-employees (consultants) these costs are shown

here. The services of John Hill are provided under a shared services agreement with

East Cambridgeshire District Council, those of the other identified third parties were

outside IR35.

No
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Employee remuneration above £50,000

Including individuals shown in the senior officers table on the previous page, the number of
Combined Authority staff with remuneration (comprising salary, fees, expenses, allowances
and any exit package) above £50,000 is as follows:

Remuneration Banding 2018-19 2019-20

£50,000-£54,999
£55,000-£59,999
£60,000-£64,999
£65,000-£69,999
£70,000-£74,999
£75,000-£79,999
£80,000-£84,999
£85,000-£89,999 - -
£90,000-£94,999 - 1
£105,000-£109,999 1 -
£135,000-£139,999 - 2
£140,000-£144,999 1 -
£150,000-£154,999 -
£165,000-£169,999 -
£195,000-£199,999 1 -
Total 18 21

Wlw|o

W

NIWINININININ
1

Exit Packages

The number of exit packages in terms of compulsory and other departures is set out in the
table below, total amount paid per banding is excluded as it would allow individual packages
to be identified and includes pension strain payments where applicable.

Number of compulsory | Number of other departures| Total number of exit
redundancies with exit packages packages
201819 2019/20 201819 2019/20 2018/19 2019720
£0-£20,000 1 - - 1 1 1
£80,001-£100,000 - - 1 - 1
£200,000 - £250,000 - 1 - - - 1
Totals 1 1 1 1 2 2

Pay Multiple

The pay multiple is defined as the ratio between the highest paid taxable earnings for a given
year (including base salary, variable pay, bonuses, allowances and the cash value of any benefits-
in-kind) and the median earnings figure of the whole of the authority’s workforce.

For 2019-20 the Combined Authority’s pay ratio takes into account those members of staff
employed by the CA and was 3.74 (18/19 5.09)
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7 Defined Benefit Pension Scheme

Following the transfer of employment contracts held by Peterborough City Council on 1 May 2019,
the Authority became an admitted body to the Local Government Pension Scheme, administered
locally by Cambridgeshire County Council. The scheme assets and liabilities related to these
staff transferred to the Authority on a fully funded basis. For reasons of comparability between
funds the Code prescribes the use of specific rates for discounting the scheme liabilities, which
are different from the locally determined ones used in the calculation of the funding position and
contribution rates. Therefore, under the actuarial calculations used for the accounts the
Authority’s share of the scheme showed an opening net liability of £1,351k. This is not a real cost
to the General Fund and has no impact on the funding calculation.

As part of the terms and conditions of employment of its officers, the authority makes contributions
towards the cost of post-employment benefits. Although these benefits will not actually be payable
until employees retire, the authority has a commitment to make the payments (for those benefits)
and to disclose them at the time that employees earn their future entitiement.

The authority participates in the Local Government Pension Scheme, administered locally by
Cambridgeshire County Council — this is a funded defined benefit scheme, meaning that the
authority and employees pay contributions into a fund, calculated at a level intended to balance
the pensions liabilities with investment assets.

The Cambridgeshire County Council pension scheme is operated under the regulatory framework
for the Local Government Pension Scheme and the governance of the scheme is the
responsibility of the Pensions Fund Committee of Cambridgeshire County Council. Policy is
determined in accordance with the Pensions Fund Regulations. The Fund invests the
contributions in accordance with the Investment Strategy Statement
(https://pensions.cambridgeshire.gov.uk/app/uploads/2019/04/Investment-Strategy-
Statement.pdf) which manages risks with diversification of asset classes, geography and asset
managers.

Other principal risks to the authority of the scheme are the demographic risks, statutory changes
to the scheme, changes to inflation, bond yields and the performance of the equity investments
held by the scheme. These are mitigated to a certain extent by the statutory requirements to
charge to the general fund the amounts required by statute as described in the accounting policies
note.

Transactions relating to post-employment benefits

The cost of retirement benefits in the reported cost of services is recognised when they are earned
by employees, rather than when the benefits are eventually paid as pensions.

However, the charge that is required to be made against the General Fund is based on the cash
payable in the year, so the real cost of post-employment/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 statement during the year.
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201819
£000

Comprehensive Income and Expenditure Statement
Cost of Services:

Service cost comprising:

Current Service Cost

Past Semnvice Costs Including Curtailments

(Gain)f Loss from Settlements

Financing & Investment Income & Expenditure

Met Interest Expense

Total Post Employment Benefit Charged to the |Surplus)/Deficit
on the Provision of Services

Other post-Employment Benefits Charged to the Comprehensive
Income & Expenditure Statement

Remeasurement of the net Defined Benefit Liablilty
Comprising:

Recognition of net Defined Benefit Liability on transfer on 1AS19
basis

Return on Plan Assets (excluding amounts included in net interest)
Actuarial (Gains)/Losses Arising on Changes in Demaographic
Assumptions

Actuarial (Gains)Losses Arising on Changes in  Financial
Assumptions

Other

Total Post Employment Benefit Charged to the Comprehensive
Income & Expenditure Statement

Movement in Reserves Statement

Reversal of net charges made to the (Surplus)Deficit on the
Provision of Senices for post-employment benefits in accordance

with the Code
Actual Amount charged against the General Fund Balance for

pensions in the year:
Emplovers' contributions payable to scheme

- Retirement benefits payable to pensioners

2019720
E000

975
105

3V

1,117

1,351
289

(588)
(24)

2,145

(2,145)

il

(1,554)

Pensions assets and liabilities recognised in the balance sheet

The amount included in the balance sheet arising from the authority’s obligation in respect of its
defined benefit plans is as follows:

31-Mar-19
£000

Pension Assets & Liabilities Recognised in the Balance Sheet

Present value of the defined benefit obligation
Fair Value of Plan Assets

MM-Mar-20
£000
(4,404)
2.850

(1,554)
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Reconciliation of the movements in the fair value of scheme (plan) assets

31-Mar-19 J1-Mar-20
Reconciliation of the Movements in the Fair Value of the

£000 Scheme (plan) Assets £000

- Opening Fair Value of Scheme Assets at transfer 1st May 2019 2,271

- Interest Income 61

Remeasurement Gain/(Loss)
Return on Plan Assets, excluding amounts included in the net

- interest expense (289)
- Contributions from employer 591
- Contributions from employees into the scheme 216
- Benefits Paid -
- Closing Fair Value of Scheme Assets 2,850

Reconciliation of present value of the scheme liabilities (defined benefit obligation)

31-Nar-19 31-Mar-20
£000 Reconciliation of Present Value of the Scheme Liabilities

(defined benefit obligation) £000

- Opening balance at transfer 1st May 2019 3,622

- Current Service Cost 875

- Interest Cost 98

- Contributions from Scheme Participants 216

Femeasurement (Gains) & Losses
Actuarial (Gains)/Losses Arising from Changes in Demographic
- Assumptions -
Actuarial (Gains)/Losses Arising from Changes in Financial

- Assumptions (588)
- Other (24)
- Past Senice Cost 105
- Benefits Paid -
- Closing balance at 31 March 4,404
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Local Government Pension Scheme assets comprised

Debt Securities
UK Government

Private Equity
All

Real Estate
Uk Property

Investment Funds & Unit Trusts
Equities
Bonds
Infrastructure

Total Investment Funds & Unit Trusts

Derivatives
Other

Cash & Cash Equivalents
All

Total Assets

Local Government Pension Scheme Assets Comprised

Period Ended 31st March 2019 Period Ended 31st March 2020
Quoted Quoted
Quoted Frices Quoted  Prices
Prices in  not in FPercent [Pricesin notin Percent
Active Active of Total | Active Active of Total
Markets  Markets Total Assets | Markets Markets  Total Assets
£000 £000 £000 £000 £000 £000
- - 0% - 147 .5 147.5 5%
- - 0% - 2338 2338 3%
- - 0% - 2133 2133 T%
- - 0% - 17274 17274 61%
- - 0% - 193.3 193.3 7%
- - 0% - 2570 257.0 9%
- - 0% - 2ATTT 2AVTT 7%
- - 0% - 4.7 347 1%
- - 0% 43.0 - 43.0 2%
- - 0% 43.0 2,807.0 2,850.0 100%

Basis for estimating assets and liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an
estimate of the pensions that will be payable in future years dependent on assumptions about
mortality rates, salary levels, etc.

The Local Government Pension Scheme liabilities have been estimated by Hymans Robertson
LLP, an independent firm of actuaries, estimates for the county council fund being based on the

latest full valuation of the scheme as at 31 March 2019.

The significant assumptions used by the actuary have been:
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31-Mar-19 Basis for Estimating Assets & Liabilities 31-Mar-20

Mortality Assumptions
Longevity at 65 for Current Pensioners:

- Men 22 0 years

- Women 24 0 years
Longewvity at 65 for Future Pensioners:

- Men 227 years

- Women 25 5 years
Financial Assumptions

- Rate of inflation 1.8%

- Rate of increase in salaries 2.3%

- Rate of increase in pensions 1.8%

- Rate for discounting scheme liabilities 2.3%

- Take-up of option to convert annual pension into retirement lump 25.0%
sum for Pre-April 2008 senvice

- Take-up of option to convert annual pension into retirement lump 64.0%
sum for Post-April 2008 service

The liabilities include an estimated allowance with respect to the McCloud judgement which
relates to transitional protection given to some scheme members with respect to changes in the
scheme which the Court of Appeal ruled was unlawful discrimination.

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set out
in the table above. The sensitivity analyses below have been determined based on reasonably
possible changes of the assumptions occurring at the end of the reporting period and assumes
for each change that the assumption analysed changes while all the other assumptions 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 unit credit method.

Approximate %
Increase to  Approximate
Defined Benefit Monetary
Changes in Assumptions at 31 March 2020 Obligation  Amount £000
0.5% Decrease in Real Discount Rate 13% 550
0.5% Increase in the Salary Increase Rate 2% 100
0.5% Increase in the Pension Increase Rate 11% 482
1 Year Increase in Member Life Expectancy 3-5% 132-220

Impact on the authority’s cash flows

The objectives of the scheme are to keep employers’ contributions at as constant a rate as
possible. The county council has agreed a strategy with the scheme’s actuary to achieve a 70%
likelihood of a funding level of 100% over the next 20 years. Funding levels are monitored on an
annual basis.

The next triennial valuation is due to be completed on 31 March 2022.

The authority anticipated to pay £505k expected contributions to the scheme in 2020/2021.
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8

Comprehensive Income and Expenditure Statement — Financing and Investment
Income and Expenditure

201819 . . . 201920
£000 Financing & Investment Income & Expenditure £000
(1,410} Interest Receivable & Similar Income (1,646}
0 145 19 - Pension Interest & Return on Assets 37
(1,410) Total (1,609)

Comprehensive Income & Expenditure Statement — Non Specific Grant Income

There are two material differences in the funding received by the Combined Authority
between 2018-19 and 2019-20:

1) the Adult Education Budget was devolved to the authority for the first time for the
academic year 2019-20 and the funding associated with these responsibilities was
therefore received.

2) No payments for the Cambridge and General Housing grants were received in 2019-
20. The Cambridge grant was paid directly to the City Council, who deliver the
programme, however overall responsibility for this devolved programme remains with
the Combined Authority. The General element's release was delayed due to
discussions with Government around the expenditure profile of the programme. Once
these are concluded the Combined Authority expects to receive the funds expected in
19-20 and those for 20-21 in the new financial year.

201819 . - 2019520
£000 Taxation & Non-5pecific Grant Income £000
Non-Specific Government Grants
(2,000} Gain Share - Revenue (2,000}
0 DfE - Adult education budget {7,255}
(2170} other (1,504}
{10,170) Total Non-Specific Grants (17,159)

Capital Grants & Contributions

(11,332) Gain Share - Capital (9,545)
(14,539) Housing Grant - General 0
(3,458) Housing Grant - Cambridge 0
[24562) Growth Deal (120441
[31,791) Total Capital Grants & Contributions (21,990)
(41,961) Total Income (39,149)
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10 Related Parties

The Combined Authority is required to disclose material transactions with related parties -
bodies or individuals that have the potential to control or influence the Combined Authority or
to be controlled or influenced by the Combined Authority.

a) Central Government

The UK Central Government has significant influence over the general operations of the
Combined Authority, it is responsible for providing the statutory framework, within which the
Combined Authority operates, provides the majority of its funding in the form of grants and
prescribes the terms of many of the transactions that the Combined Authority has with other
parties.

The funds received from the Central Government in year were as follows;

2018/19 2019/20
Income

£000 £000
(9,928) CLG - revenue grants (14,884)
(60,705) CLG - capital grants (29,199)
(33,055) DfT — capital grants (43,658)
(2,500) DWP — career and pay progression (1,400)
(237) DfE - adult education budget and skills panel (7,255)
(106,425) Total Income (96,396)

b) Cambridgeshire and Peterborough Constituent Councils

The Leaders of the district councils, county council and unitary authority also serve as
members of the Combined Authority.

The period’s transactions, and period end balances were as follows;

201819 2019/20
£000 £000
Expenditure
Expenditure with Councils
12,889 Cambridge City Council 12,654
34,882 Cambridgeshire County Council 23,093
(3) East Cambridgeshire District Council 286
501 Fenland District Council 556
20 Huntingdonshire District Council 265
8683 Peterborough City Council 5873
0 South Cambridgeshire District Council (210)
56,973 42,516
Creditors
General creditors with Councils
(2,684 Cambridge City Council (5,459)
(984) Cambridgeshire County Council 3,953
0 East Cambridgeshire District Council (0}
(185) Fenland District Council (506}
(20} Huntingdonshire District Council (50)
(685} Peterborough City Council (2,643)
0 South Cambridgeshire District Council 0
(4,662) (4,704)
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c) Members

The Members of the Combined Authority have direct control over the Combined Authority's
financial and operating policies.

ClIr Holdich is a director of Cross Keys Homes Limited to whom the Combined Authority has
provided grants for affordable homes, City College Peterborough which the Combined
Authority provides funding for Adult Education and the Health and Care Sector Academy,
and University Centre Peterborough which the Combined Authority has provided funding to
support an earlier phase in the development of the University of Peterborough.

CliIr Fuller is a director of Luminus Homes Limited to whom the Combined Authority has
provided housing grants to.

Amounts paid are as follows:

2018-19 Compan 2019-20
£000 pany £000
651 Cross Keys Homes 75
31 City College Peterborough 1,033
204 University Centre Peterborough 183
0 Luminus Homes Limited 309
d) Officers

The senior officers of the Combined Authority may have direct control over the Combined
Authority's financial and operating policies.

Inner Circle Consulting Limited provided consultancy and project management support to the
Combined Authority. One of the Directors of Inner Circle, Chris Twigg, fulfilled the role of
Interim Director of Transport for the Combined Authority for part of the preceding year.
Expenditure with the company during the year was £367k (E577k 18/19).

John Hill and Charles Roberts are directors East Cambs Trading Company Limited which the
Combined Authority has provided loans to, see note 26.

11 Expenditure and Income Analysed by Nature

2018119
[Restated) Expenditure and Income Analysed by Nature b
£000 £000
Expenditure
1,085 Employee Expenses - Contracts held by CPCA 5,193
2137 Employee Expenses - Contracts held by PCC 181
59,958 Capital Grantz made treated as REFCUS 50,737
52 Depreciation 52
7,853 Other Service Expenses 14 954
71,095 Total Expenditure 71,117
Income
(1,410} Interest & Investment Income (2,226)
(101,965) Government Grants & Contributions (79,471)
(575} Other Income (720}
(103,954) Total Income (B2,417)
(32,859) Defi;it ! (Surplus) on the Provision of (11,300)
Services
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12 Expenditure and Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources (e.g. government grants) by local
authorities in comparison with those resources consumed or earned by authorities in accordance with generally accepted accounting practices.
It also shows how this expenditure is allocated for decision making purposes between the Combined Authority’s directorates. Income and
expenditure accounted for under generally accepted accounting practices is presented more fully in the Comprehensive Income and Expenditure

Statement (CIES).

2018/19

Expenditure Chargeable to the
General Fund

Adjustments between the
Funding and Accounting

Met Expenditure in the
Comprehensive Income and

Basis Expenditure Statement
(Restated) (Restated) (Restated)
£000 £000 £000
4103 0 4103
526 0 526
763 52 820
13) 0 (13)
(102) 0 (102)
89 0 B9
7id 0 710
415 0 415
(69) 0 (69
1,851 (4,640) (2,790}
366 0 366
TE2 5,693 6,455
9,407 1,105 10,512
(11,452 (31,819} (43,371}
(2,045) (30,814) (32,859)
(11,687}
(2,045)
(13,732)

Combined Authority 3taffing Costs
External Support Services
Corporate Overheads

Election Costs

Financing Costs

Gaovernance Costs

Economic Strategy

Mayor's Office

Housing

Transport

Strategy, Planning and Performance
Business and Skills

Met Cost of Services

Other Income and Expenditure
Surplus or Deficit

Opening General Fund Balance
Less/Plus Surplus or (Deficit) on General Fund
Balance in Year

Closing General Fund Balance

2019/20
, Adjustments between the Met Expenditure in the
Expenditure Chargeable to . - -
Funding and Accounting Comprehensive Income and
the General Fund - .
Basis Expenditure Statement
£000 £000 £000
3,593 471 4,064
291 0 291
933 52 985
0 0 0
(503) 0 (503)
17 0 17
377 594 971
352 18 370
420 11,617 12,037
2,871 574 3,445
276 0 276
8,350 (845) 7,505
16,977 12,481 29,458
(20,282 (20 476) (40,758)
(3,305 (7,995} {11,300}
{13,732
(3,305)
(17,037)
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Adjustments between funding and accounting basis:

2018/19 2019/20
Adjustments for Met Chanmlge for the . Adjustments for Met Channfge for the .
i L Pensions Other Differences ©  Total Adjustments ) 1 Pensions Other Differences >  Total Adjustments
Capital Purposes Adjustments > Capital Purposes Adjustments *
£000 £000 £000 £000 £000 £000
0 0 0 1] Combined Authority Staffing Costs 0 471 o 471
0 0 0 1] External Support Services 0 0 0 0
52 0 0 52 Corporate Overheads 52 0 0 52
0 0 0 0 Election Costs 0 0 0 0
0 0 0 0 Financing Costs 0 0 0 0
0 0 0 1] Governance Costs 0 0 0 0
0 0 0 1] Economic Strategy 584 0 0 594
0 0 0 1] Mayor's Office 0 18 0 18
0 0 0 0 Housing 11617 0 0 11,617
(4,640) 0 0 (4,640) Transport 574 0 0 574
0 0 0 1] Strategy, Flanning and Performance 0 0 0 0
5,693 0 0 5,693 Business and Skills (245) 0 0 (243)
1,105 0 0 1,105 Met Cost of Services 11,992 489 0 12,481
(31,791) 0 (128 (31,919 Other Income and Expenditure (20,500) 37 [13) (20,478}
Difference between general fund surplus or
deficit and comprehensive income and
expenditure statement surplus or deficit on
(30,686) 0 (128) [30,614) the provision of services (8,508) 526 (13} (7, 995)

1. Adjustments for Capital Purposes:

- for service lines this column adds in depreciation, Revenue Expenditure Funded by Capital Under Statute and associated grant funding and the expected credit losses on
capital loans.

- the other income and expenditure line is credited with capital grants receivable in the year without conditions or for which conditions were satisfied in the year.
2. Net change for the pension adjustments:

- for service lines this represents the removal of the employer pension contributions made by the Combined authority as allowed by statute and the replacement with current
service costs and past service costs.

- for other income and expenditure — the net interest on the defined benefit liability is charged to the CIES.
3 Other Statutory adjustments for other income and expenditure this column recognises adjustments to the general fund for the timing differences for premiums and discounts.
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13 Movement in Reserves Statement — Adjustments between Accounting
Basis and Funding Basis under Regulations

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

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

Capital Receipts Reserve — holds the proceeds from the disposal of land or
other assets and repayment of loans and continues to be restricted by statute
from being used other than to fund new capital expenditure or to be set aside
to finance historical capital expenditure.

Capital Grants Unapplied Account — holds the grants and contributions received
towards capital projects for which the Combined Authority has met the
conditions that would otherwise require repayment of the monies but which
have yet to be applied to meet expenditure. The balance is not restricted by
grant terms as to the capital expenditure against which it can be applied and /
or the financial year in which this can take place.

Usable Reserves are those reserves that can be applied to fund expenditure. The
Capital Grants Unapplied Account can only be used to finance the Capital
Programme and the General Fund is used by the Combined Authority to maintain
a prudent level of reserves.

Unusable Reserves are those reserves that absorb the timing differences arising
from different accounting arrangements.
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Adjustments between Accounting Basis and Funding Basis under

Usable Reserves

Movement in

. General Fund Capital A Unusable

Regulations 2019/20 Receipts CaLI;::l E:::crllts Rescrues
Balance Reserve (L
Adjustments involving the Capital Adjustment Account: £000 £000 £000 £000
Reversal of items debited or credited to the CIES: ) )
Depreciation & impairment of non-current assets (52} (52}
Capital grants and contributions. 33-T9_T 3B-T9_T
Reversal of Expected credit loss on capital loans (643) _ (643) )
Revenue expenditure funded from capital under statute (50,720) (50,720)
Adjustments primarily involving the Capital Grants Unapplied Account:
Capital grants & centributions unapplied from the CES 21,673 (21673 -
Application of grants to capital financing transferred to the Capital Adjustment .
Account (547) 47,760 47213
Adjustments involving the Capital Receipts Reserve:
Redemption of Financial Assets (Loans) (254 (254)
Application of capital receipts to capital financing transferred to the Capital
Adiustment Account 382 382
Adjustments involving the Pension Reserve:
Reversal of items relating to retirement benefits debited or credited to the CIES (526 (526
Adjustments involving the Financial Instruments Adjustment Account:
Amounts by which finance costs charged to the CIES are different from finance
costs charoeable in the wear in accordance with statutorv reauirements. 13 13
Total Adjustments 7,995 128 26,087 34,210
. . . . . ble Reserv Movement in

Adjustments between Accounting Basis and Funding Basis under Usal S -es . c

. General Fund Capital Capital Unusable
Regulations 2018/19 .

Balance Receipts Grants Reserves

Adjustments involving the Capital Adjustment Account: £000 £000 £000 £000
Reversal of items debited or credited to the CIES:
Depreciation & impairment of non-current assets (52) 52
Capital grants and contributions 58,905 (58,905)
Revenue expenditure funded from capital under statute (59,958) 59,958
Adjustments primarily involving the Capital Grants Unapplied Account:
Capital grants & contributions unapplied from the CIES 31,791 (31,791) -
Application of grants to capital financing transferred to the Capital Adjustment 601
Account (601)
Adjustments involving the Capital Receipts Reserve:
Redemption of Financial Assets (Loans) (3,000) 3,000
Application of capital receipts to capital financing transferred to the Capital 1053
Adjustment Account ! (1,053)
Adjustments involving the Financial Instruments Adjustment Account:
Amounts by which finance costs charged to the CIES are different from finance 128
costs chargeable in the year in accordance with statutory requirements. (128)
Total Adjustments 30,814 (1,947) (31,190) 2,323
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e Summary of Usable and Unusable Reserves

The table below shows the movement on each reserve to give total balances as

at
31 March for usable and unusable reserves.
01-Apr-18 Movement  31-Mar-19| Summary of Usable and Unusable Reserves 01-Apr-19 Movement  31-Mar-20
£000 £000 £000 £000 £000 £000
Usable Reserves
(9.997) (1,188) (11.185) General Fund Balance (11.185) (2,751) (13,936)
(1.690) (857)  (2.547) Specific Earmarked Reserves (2.547) (554)  (3.101)
(9.189) (1,947} {11.136) Capital Receipts Reserve (11,136) 128 (11,008)
(99,789) (31.180) (130.979) Capital Grants Unapplied Account (130.979) 26,087 (104,892)
(120,665) (35.182) (155,847) Total Usable Reserves (155.847) 22,910 (132,937)
Unusable Reserves
(7.310) 2.451 [4.859) Capital Adjustment Account (4.859) (34,723) (39.582)
185 (128) 57 Financial Instruments Adjustment Account 57 (13) 44
0 132 132 Financial Instruments Revaluation Reserve 132 76 208
0 0 0 Pensions Fund Reseve 0 1.554 1.554
(7,125) 2 485 (4,670) Total Unusable Reserves (4,670) (33,106) (37,776)
(127,790) (32,727} (160,517} Total Usable and Unusable Reserves (160.517) (10,196) (170,713)

14 Movement in Reserves Statement — Transfers to / (from) Earmarked

Reserves

This note sets out the amounts set aside from the General Fund Balance in
earmarked reserves to provide financing for future expenditure plans and the
amounts posted back from earmarked reserves to meet General Fund expenditure.

This reserve smeoths the impact on the revenue budget of the Mayoral
520 glections which take place every four years.

This reserve holds the balance of adult education budget funding to maintain
559 a locally determined ringfence between financial years

These represent unspent grant funding which does not reguire repayment,

Purpose of the Earmarked Reserve

1 000 Ihis reserye provides a working balance to cover rnsks to the revenue

=04 523 but iz earmarked for projects in future years.

General Fund Earmarked g4 ypr 49 Trr.out  Ti.ln  Movement 31-Mar.20
Reserves
£000 £000 £000 £000 £000

Revenue Reserve 1,000 0 0 0 huidnat
Elections Costs Reserve 260 0 260 260
AEB Reserve ] 0 559 659
Departmental Reserves 1,287 (364) 0 (354)
Total Reserves 2,547 (364) 919 566 3,101

15 Capital Grants Unapplied Reserve
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Capital Grants Unapplied Reserve 31-Mar-19 Transfers In Transfers Out 3M-Mar-20
Reserves
£000 £000 £000 E000
Gain Share - Capital 33,785 5 946 (388) 43,343
Housing Grant - General 52,148 (35,761 16,387
Housing Grant - Cambridge: 23,864 (9,885) 13,979
Local Growth Fund 21,182 11,727 {1,726] 31,183
Total Reserves 130,979 21,673 (47, 760) 104,892
42




16 Capital Adjustment Account

2018719 201920
£000 £000
(7.310) Balance Brought Forward (4,859)

Reversal of Items Debited or Credited to the Comprehensive Income & Expenditure Statement:
Capital Grants & Contributions credited to the Comprehensive Income and Expenditure Statement that have been

(58,908) applied to Capital Financing (38,797)
59,958 Revenue Expenditure Funded from Capital under Statute 50,720
3.000 Redemption of financial assets (loans) 254
(1.053) transfer from usable capital receipts (382)

52 charges for depreciation 52

Q charges for expected credit loss relating to capital loans 643

Q Application of grants to finance capital loans from the Capital Grants Unapplied Accounts (35,284)
(601) Application of Grants to Capital Financing from the Capital Grants Unapplied Account (11,929)
(4,859) (39,582)

17 Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differences
arising from the different arrangements for accounting for income and expenses
relating to certain financial instruments and for bearing losses or benefitting
from gains per statutory provisions.

2018/19 ) ) ) 2019/20
Financial Instruments Adjustment Account:
£000 £000
185 Balance at start of year 57
(128) Amounts arising from timing differences associated with the certain financial instruments (13)
57 Balance at end of the year 44

18 Financial Instruments Revaluation Reserve

The Financial Instruments Revaluation Reserve contains the gains and losses
made by the Combined Authority arising from changes in the value of its
investments that are measured at fair value through other comprehensive

income.
2018/19 ) ) i 2019/20
Financial Instruments Revaluation Reserve:
£000 £000
- Balance at start of year 132
132 Impairment of Equity Instrument 76
132 Balance at end of the year 208

19 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 Combined Authority
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
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20

21

assumptions and investment returns on any resources set aside to meet the
costs. However, statutory arrangements require benefits earned to be financed
as the Combined Authority makes employer’s contributions to pension funds or
eventually pays any pensions for which it is directly responsible. The debit
balance on the Pensions Reserve therefore shows a shortfall in the benefits
earned by past and current employees and the resources the Combined
Authority 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.

2018/19 Pensions Reserve: 2019720
£000 ’ £000
Balance at start of year -
Recognition of net Defined Benefit Liability on transfer on 1AS19 basis 1,351
Remeasurements of the net defined benefit liability/{asset) (323)
Reversal of items relating to retirement benefits debited or credited to the surplus or deficit on 1117
the provision of services in the comprehensive income and expenditure statement :
Employer's pensions contributions and direct payments to pensioners payable in the year (591)
Balance at end of the year 1,554
Property Plant and Equipment
Vehicle, Plant, Assets under Pr-(l;gtearlty
Propertya Plant & EqU|pment furn.|ture& construction Plant &
equipment .
Equipment
£000 £000 £000
Cost or valuation
At 01 April 2019 261 0 261
Additions 27 361 388
At 31 March 2020 287 361 648
Accumulated Depreciation & Impairments
At 01 April 2019 52 0 52
Depreciation charge 52 0 52
At 31 March 2020 104 104
Net book value
At 31 March 2019 208 0 208
At 31 March 2020 183 361 544

Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the
following table, together with the resources that have been used to finance the
expenditure.
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201849 Capital Financing Requirement 201920
£000 £000
i Opening Capital Financing Requirement 0

Capital Investment
58 958 Rewvenue Expenditure Funded From Capital Under Statute 50,720
280 Property Plant and Equipment 388
341 Equity Instruments 1]
0 Capital loans 35,284
Sources of Finance
(1,053) Usable Capital receipts (382)
(601) Capital grants unapplied (47 213)
(58,505) Capital Grants & Contributions {35, 797)
0 Closing Capital Financing Requirement 0
2078/19 S . . . . . 2019020
£000 Reconciliation of Grant Funding Applied to Capital Financing 000
501 Applied from Capital Grants Unapplied Account 47,213
Grants used to Fund Revenue Expenditure Funded from Capital
under Statute:
58,905 In vear 38,797
59,506 Total Grants & Contributions applied 86,010
2018/19 ) ) 2019/20
Body of Grant Funding Applied
£000 £000
24,522 Dept for Transport - Local Transport Grant 23,541
4,667 Transforming Cities Fund 4,103
1,596 National Productivity Infrastructure Fund 3,944
13,249 Local Growth Fund 5,155
86 C&P Housing Capital Grant 0
13,542 Cambridge Housing Grant 0
894 Gainshare Funding - Capital 2,054
58,556 38,797

22

Combined Authority Leasing Arrangements

Combined Authority as Lessee - Operating Leases

The Combined Authority’s operating leases are for the office in Alconbury and
the Mayor’s office in Ely, however there are two other leases relating to
equipment held under operating leases.
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2018/19 2019/20
£000 Combined Authority as Lessee - Operating Leases £000
212 Not later than one year 216
742 Later than one year & not later than five years 733
1,634 Later than five years 1,461

2,588 2,410
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The amount charged to Cost of Services in the Comprehensive Income and
Expenditure Statement during the year in relation to these leases is shown in

the table below:

2018/19
£000
143
143

Combined Authority as Lessee - Operating Leases
Minimum lease payments

2019/20
£000
212
212

23 Financial Instruments

Under IFRS 9 the financial assets on the Balance Sheet are now classified by one

of the following categories in the table below:

Amortised Cost
Fair Value through the Income and Expenditure (FVOCI)
Fair Value through the Profit and Loss (FVPL)

The gains and losses recognised in the Comprehensive Income and Expenditure

Statement in relation to financial instruments are made up as follows:

2018119

£000 Financial Assets

(1.410) Interest Income

Financial Liabilities

(1.410) Net (gain)/loss for the year

2019720
£000

(1,646

(1,646)

The following categories of financial instrument are carried in the Balance Sheet:

31-Mar-19 31-Mar-20
Long Term Current Long Term Current
£000 £000 Financial Instruments Balances £000 £000
Assets at Amortised Cost:
- 7,743 Investments - Amortised Cost - 80,699
209 Medtech Shares - FVOCI 133 .
Short Term Investments classed as Cash & Cash
- 109,758 Equivalents - 80,565
4 459 - Debtars - Amortised Cost 19,677 -
- 1.235 Debtors - Other - 20,377
4,667 168,736 19,809 181,641
Liabilities at Amortised Cost:
(10,786) Creditors (21,407)
(10,853) (21,407)

24 Fair Value of Financial Assets and Financial Liabilities

Financial liabilities and financial assets represented by loans and receivables are

carried in the balance sheet at amortised cost.
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Their fair value has been assessed by calculating the present value of the cash
flows that will take place over the remaining term of the instruments, using the

following assumptions:

¢ the prevailing rate of a similar instrument with a published market rate has been
used as the discount factor for other loans receivable and payable;

¢ no early repayment is recognised;

e 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.

All Financial Assets and Liabilities held by the Combined Authority are assessed
for Fair Value and are therefore held at the carrying amount, except loans. The
input level in the fair value hierarchy is Level 1 for all Financial Assets held except
the Medtech shares which are Level 2.

With the introduction of IFRS 9 the authority has designated the Medtech shares
at 31 March 2020 as fair value through other comprehensive income. This is
because the shares are not held for trading or income generation, rather a longer

term policy initiative.

The Fair Values calculated are as follows:

31-Mar-19 31-Mar-20
Carrying Fair Carrying Fair
Amount Value Financial Liabilities Amount Value
£000 £000 £000 £000
(10,786) (10,786) Creditors (21.407) (21,407)
{10,786) (10,786) Total (21.407) (21,407)

Short-term debtors and creditors are carried at cost as this is a fair approximation of

their value.
3-Mar-19 J1-Mar-20
Carrying Fair Value Financial Assets Carrying Fair Value
Amount Amount
£000 £000 £000 £000
57,500 57.500 Temporary Investments 80,000 80,000
243 243 Interest asscociated with Temporary Investments 639 699
209 209 Medtech Shares - FVOCI 133 133
109.300 109.300 Shn!'t Term Investments classified as Cash & Cash 79.921 79.921
Equivalents
289 289 Interest associated with Short Term Investments - -
169 169 Total Cash & Bank 644 644
4 459 4 459 Debtors - Loans 39,662 40127
- - 12 months ECL on loans (B43) -
1.235 1,235 Other Debtors 1,735 1,735
173,403 173,403 202,152 203,259

25 Nature and Extent of Risks Arising from Financial Instruments

The Combined Authority’s activities expose it to a variety of financial risks:

e Credit risk — the possibility that other parties might fail to pay amounts due to
the Combined Authority.
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e Liquidity risk — the possibility that the Combined Authority might not have funds
available to meet its commitments to make payments.

e Market risk — the possibility that financial loss might arise for the Combined
Authority as a result of changes in such measures as interest rates and money
market movements.

The Combined Authority’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse
effects on the resources available to fund services. During the 2019-20 year risk
management was carried out by PCC’s Capital and Treasury Team, under policies
approved by the Combined Authority in the Annual Treasury Management
Strategy, this function has been brought in house for 2020-21 and will be supported
by the creation of a new post within the Combined Authority’s Finance department.
The Combined Authority 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.

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as
credit exposures to the Combined Authority’s customers.

The risk is minimised through the Annual Investment Policy set out in the approved
Treasury Strategy, which requires that investments are not made with financial
institutions unless they meet minimum credit criteria in accordance with the Fitch
Moody’s and Standard & Poor’s Credit Ratings Services. This Policy also imposes
a maximum sum to be invested with a financial institution located within each
category.

The 2019/20 Annual Investment Policy sets out the credit criteria below although
the Combined Authority actually minimised the risk further by only investing with
the Debt Management Office, other local authorities, its banking provider
(Barclays), and the CCLA money market fund.

The credit criteria in respect of financial assets held by the Combined Authority are
as follows:

e Deposits could be made with banks and other financial institutions that have
been rated by recognised independent credit rating agencies with a minimum
score of “A”, with £100m of the total amounted deposited in the highest rated
category. The credit element of the methodology focuses solely on the Short
and Long Term investment ratings, therefore no longer including the viability
and financial strength of the institution.

e Deposits can be made with other institutions that have not found it necessary
to maintain a credit rating e.g. local authorities, and these are subject to an
assessment of risk that is carried out internally. Deposits to these bodies are
limited to £200m in total.

¢ No more than £15m is held with any one banking institution, except for the Debt
Management Office (DMO), regardless of standing or duration, and a range of
counterparties that operate in different sectors in the UK is used to reduce risk
exposure.

e All the counterparties used are licensed to accept deposits in the United
Kingdom and are regulated by the Financial Conduct Authority.

e Creditworthiness advice and market intelligence is received from treasury
advisors as required.

The Combined Authority had a total of £159.9m deposited with the Debt
Management Office (DMO), other local authorities, UK banks and CCLA at 31
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March 2020. As the DMO is within the scope of HM Treasury this reduces the
overall credit risk. There is a specific risk attached to amounts deposited with the
individual institutions based on their ability to make interest payments and repay
the principal outstanding, it is however more difficult to assess the risk in general
terms. Recent experience has shown that it is rare for such entities to not meet
their commitments. Whilst there is a risk of recoverability with regard to these
deposits, there was no evidence that this was likely at 31 March 2020. We are in
constant communication with our treasury advisors to update our position in
accordance with their advice on managing emerging risks particularly relating to
COVID 19.

Expected Credit Loss calculations on loans outstanding at year end have been
adjusted for the expected impact of COVID-19 across the relevant sector.

Liquidity Risk

The Combined Authority has a comprehensive cash flow management system that
seeks to ensure that cash is available as needed. In the unlikely event that
unexpected movements happen, the Combined Authority has ready access to
borrowings from the Public Works Loans Board (PWLB) and the money market
generally. There is no significant risk that it will be unable to raise finance to meet
its commitments under financial instruments.

Market risk

Interest rate risk

The Combined Authority is exposed to risk in terms of its exposure to interest rate
movements on its and investments. Movements in interest rates have a complex
impact on the Combined Authority. For instance, a rise in interest rates would
have the following effects:

e investments at fixed rates — the fair value of the assets will fall
e investments at variable rates — the interest income credited to the (Surplus) /
Deficit on the Provision of Services will rise

The Finance Team assesses interest rate exposure which feeds into the setting of
the annual budget and is used to update the forecasts during the period. This
allows any adverse changes to be accommodated.

Price Risk

The Combined Authority holds shares in a single company outside its group,
which is not publicly traded. It's value in the accounts is based on the
shareholder funds held on the 31st March 2020, rather than a market share
value, as such we do not consider there to be exposure to losses arising from
movements in the traded price of shares.

Foreign Exchange Risk

The Combined Authority has no financial assets or liabilities denominated in
foreign currencies and thus has no exposure to loss arising from movements in
exchange rates.
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26 Debtors

31 ;ulﬂ:;dﬂ Short Term Debtors 31 E}E;}iﬂ
547 Central government bodies 616
487 Other local authorities 226
201 Other entities and individuals 19 5635
0 Prepayments b 057
1,235 Total Debtors 26,434
3 :lﬂ:;-ﬁ Long Term Debtors 31 g;:}-iﬂ
4 459 Other entities and indmviduals 19677
4,459 Total Debtors 19,677

‘Other’ includes loans of £26.3m to East Cambs Trading Company, £6.8m to
other housing developers and £5.9m of Growth Fund loans (18/19 £4.5m of

Growth Fund Loans).

27 Creditors

31 _:;E:}_w Creditors
(3.520) Central government bodies
(4,562) Other local authonties
(2,704) Other entities and individuals
(10,786) Total Creditors

HM-Mar-20

£000
(8,652)
(4.704)
(8.051)

(21,407)

28 Capital Grants Receipts in Advance

The Combined Authority has received a number of capital grants 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 met. The balances at the year-

end are as follows:

H-Mar-20

£000
0

(13,268)

(1,110)

3 ;;E:}_‘Ig Capital Grants Receipt In Advance
(988) Pothole and Flood Resistance
(371) Transforming Cities Fund
(950) Mational Productivity Infrastructure Fund
(2,309) Total Creditors

(14,378)

29 Cash Flow Statement — Investing Activities

Short Term Investments are sums invested with a maturity of greater than three
months but less than 12 months at the balance sheet date. Sums invested with a
maturity of less than three months at the balance sheet date are classified as Cash
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and Cash Equivalents, see note 30. The cash flows for investing activities include
the following items:

2018/19  Cash Flow Statement - Investing Activities 2019/20
£000 £000
32,694 Purchase of Short Term Investments 22956
601 Purchase of Property, Plant & Equipment 387
0 Cash advanced for capital loans 35,284
(3,000} Proceeds from loan repayments (254)
30,295 Net Cash flows from investing activities 58,373

30 Cash Flow Statement — Cash and Cash Equivalents

31

32

The balance of Cash and Cash Equivalents is shown in the following table. The
‘Bank Current Accounts’ line includes payments that have not yet cleared in the
actual bank accounts.

2018/19  Cash Flow Statement - Cash & Cash Equivalent 2019/20
£000 £000
109,589 Short Term Cash Investments 79,921
169 Bank Accounts 644
109,758 80,565

Contingent Liabilities

The Combined Authority has an outstanding matter in relation to pension
obligations relating to the transfer of ex-GCGP LEP staff to the Combined
Authority in April 2018. The Combined Authority is working with the pension
fund providers to confirm the nature and timing of the obligation and of the
quantum of any liability attached to this obligation. The total potential liability is
not expected to be more than £250k.

Group Accounts

The CPCA'’s group structure includes one wholly owned subsidiary, Angle Holding
Ltd, which itself has a wholly owned subsidiary (Angle Development (East) Ltd).
The CPCA's total investment in Angle Holdings is £100, the company has not
undertaken any trading activity and has incurred expenses of <£10k in 19-20 thus
is deemed immaterial and not consolidated in to CPCA accounts as of 31 March
2020 in compliance with the definition in the Code of Practice.
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Glossary

Accounting Period - 1 April to 31 March is the local authority accounting period. It is
also termed the financial year.

Accruals - Revenue and capital income and expenditure are recognised as they are
earned or incurred, not as money is received or paid. Transactions are accrued
with income and expenditure due but unpaid at 31 March brought into the
accounts.

Annual Governance Statement — Identifies the systems that the Combined Authority
has in place to ensure that its business is conducted in accordance with the law
and proper standards and that public money is safeguarded.

Balance Sheet — This statement is fundamental to the understanding of the Combined
Authority’s financial position at the year-end. It shows the balances and reserves
at the Combined Authority’s disposal and its long term indebtedness. It also shows
the long term and net current assets employed in its operations.

Balances — The non-earmarked reserves of the Combined Authority. These are made
up of the accumulated surplus of income over expenditure. This is known as the
General Fund Balance. Adequate revenue balances are needed to meet
unexpected expenditure or a shortfall in income. The Combined Authority may
decide to use its revenue balances to reduce its budget and thus its call on the
Collection Fund.

Budget - A statement of an Combined Authority's plans for net revenue and capital
expenditure.

Capital Expenditure - Expenditure on the acquisition or development of major assets
which will be of use or benefit to a Authority in providing its services beyond the
year of account.

Capital Grant - A grant received towards the capital expenditure incurred on a particular
service or project. Capital grants can be made by an Authority.

Cash Equivalent — An investment that is liquid and matures within three months. There
is no significant risk to the value on redemption.

Code of Practice on Local Authority Accounting — The statutory accounting code
published by CIPFA.

Comprehensive Income and Expenditure Statement or CIES- Reports the income and
expenditure for all the Combined Authority’s services. The CIES demonstrates
how services have been financed from general government grants and income
from taxpayers.

Creditor - An amount owed by the Combined Authority for work done, goods received
or services rendered to the Combined Authority within the accounting period but
for which payment has not been made.

Current Asset - An asset which can be expected to be consumed or realised during
the next accounting period.

Current Liability - An amount which will become payable or could be called in within
the next accounting period.

Debtor - An amount owed to the Combined Authority within the accounting period, but
not received at the Balance Sheet date.

Effective Rate of Interest — The rate of interest that is consistent with estimated cash
flows over the life of a financial instrument and its initial value in the balance sheet.
It is calculated using discounted cash flow.
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Fair Value — Fair value is an important in setting the value for various assets in the
balance sheet. It is the amount for which an asset could be exchanged, or a
liability settled, between knowledgeable, willing parties in an arm’s length
transaction.

Financial Asset — A right to future economic benefits controlled by the Combined
Authority. Examples include bank deposits, investments made and loans
receivable by the Combined Authority.

Financial Instrument — This is an important definition in understanding the accounts. It
includes both financial assets and liabilities. A financial instrument is any contract
that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another.

Financial Liability — An obligation to transfer economic benefits controlled by the
Combined Authority. Examples include borrowings, financial guarantees and
amounts owed to trade creditors.

General Fund - The main fund of the Combined Authority that meets the cost of most
services provided by the Combined Authority. The services are paid for from
Council Tax, business rates, government grant and other income.

Government Grants and Subsidies - Grants towards either the revenue or capital cost
of Combined Authority services. These may be either in respect of particular
services or purposes, (specific and supplementary grants), or in aid of local
services generally such as Revenue Support Grant.

Movement in Reserves Statement or MIRS — This statement shows the movement in
the year on the different reserves held by the Combined Authority, analysed into
‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local
taxation) and unusable reserves.

Non-current asset - An asset which has value beyond one financial year.

Non-Domestic Rates (NDR) or business rates - The rates payable by businesses on
their properties are calculated by applying a nationally determined multiplier to the
rateable value of the property. There is a lower multiplier for small businesses.

Precept — The Combined Authority is not empowered to bill council tax payers directly.
Instead it may raise a precept on the billing authorities that are its members.

Reserves - Amounts set aside for purposes falling outside the strict definition of
provisions are considered as reserves. Reserves include earmarked reserves set
aside for specific projects or service areas, or expected future commitments.

Revenue Expenditure - The day-to-day running costs the Combined Authority incurs
in providing services (as opposed to capital expenditure).

Usable Reserves — Those reserves that can be applied by the Combined Authority to
fund expenditure or reduce local taxation.

Unusable Reserves — Those reserves that absorb the timing differences arising from
different accounting arrangements. Unusable reserves are not available to fund
expenditure or reduce local taxation.
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Cambridgeshire and Peterborough Combined Authority
Annual Governance Statement —2019/20

Scope of Responsibility

The Cambridgeshire and Peterborough Combined Authority (“the Authority”) is responsible for
ensuring that its business is conducted in accordance with the law and proper standards and
that public money is safeguarded and properly accounted for and used economically, efficiently
and effectively. The Authority is also the accountable body for the Local Enterprise Partnership
(known as the Business Board.)

The Combined Authority also has a duty under the Local Government Act 1999 to arrange to
secure continuous improvement in the way in which its functions are exercised, having regard
to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Authority is responsible for putting in place proper
arrangements for the governance of its affairs, facilitating the effective exercise of its functions
including arrangements for the management of risk.

As the Authority was formally established on 3 March 2017, the organisation is at the start of its
fourth year of operation and this is its fourth statement. The Authority has made good progress
which is described in this statement and further progress will be made throughout the year. A
copy of the Authority’s constitution, assurance framework and monitoring and evaluation
framework is available on its website.

The governance arrangements will comply with the principles of the Local Code of Governance,
which is consistent with the principles of the CIPFA / SOLACE Framework Delivering Good
Governance in Local Government 2016 and the National Local Growth Assurance Framework
(January 2019).

This statement explains how the Combined Authority has complied with the Code and meets
the requirements of the Accounts and Audit Regulations 2015 Regulation 6.1 (b) in relation to
the publication of an Annual Governance Statement.

The Authority acknowledges that good governance arrangements will enable it to establish
effective policies and to deliver ambitious programmes to communities in the combined
authority area. The arrangements put in place must be both robust and adaptable to deliver its
objectives in a dynamic and strategic environment. For this reason, two reviews have been
undertaken by Internal Audit, into the corporate governance of the Authority and into the
governance of the Local Enterprise Partnership following its amalgamation into the Authority as
the Business Board, to establish progress in implementing its governance arrangements against
the 2016 principles and the National Local Growth Assurance Framework.
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The Purpose of the Governance Framework

The governance framework comprises the systems, processes, culture and values, by which the
Authority is directed and controlled and how it engages with and leads the community in those
activities for which it is accountable. It enables the authority to monitor the achievement of its
strategic objectives and to consider whether those objectives have led to the delivery of
appropriate, cost effective services.

The system of internal control is a significant part of that framework and is designed to manage
risk to a reasonable level. It cannot eliminate all risk of failure to achieve policies, aims and
objectives and can therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to
identify and prioritise the risks to the achievement of the Authority’s policies, aims and
objectives, to evaluate the likelihood of and potential impact of those risks being realised and
to manage them efficiently, effectively and economically.

As the organisation is now starting its fourth year, the governance framework remains in its
development stage.

The Governance Framework

Context

Between March and June 2016, seven constituent councils across the Cambridgeshire and
Peterborough area negotiated a devolution deal with Government. In June 2016, the
constituent councils agreed a scheme for a combined authority for the Cambridgeshire and
Peterborough area, with a directly elected Mayor, for wider consultation. Following extensive
consultation with residents, businesses and stakeholders in Cambridgeshire and Peterborough
over a six week period, the seven councils submitted the scheme to the Secretary of State for
approval in November 2016. The Cambridgeshire and Peterborough Combined Authority Order
2017 was made on 2 March 2017 and came into force on 3 March 2017.

The Cities and Local Government Devolution Act 2016 came into force on 28 March 2016,
making Cambridgeshire and Peterborough local authorities amongst the first to establish a
combined authority for its area under these new provisions. Following the making of the Order,
the Authority’s first directly elected Mayor was elected on 4 May 2017 for a four year term of
office until May 2021.

The powers which have been devolved from Central Government to the Combined Authority

include:

. Control of a new additional £20 million a year funding allocation, over 30 years, to be
invested to the Cambridgeshire and Peterborough Single Investment Fund, to boost
growth.

. £170 million to deliver new homes over a five-year period in Cambridgeshire and
Peterborough which includes affordable, rented and shared ownership housing

. Responsibility for chairing an area-based review of 16+ skills provision
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. Responsibility to develop a more effective joint working with the Department for
International Trade to boost trade and investment through agreement of a Joint Export
Plan

. Powers devolved to the Mayor as part of the devolution plan include:
= Responsibility for a multi-year, consolidated and devolved transport budget
= Responsibility for an identified Key Route Network of local authority roads

= Powers over strategic planning and the responsibility to create a non-statutory spatial
framework for Cambridgeshire and Peterborough and to develop with Government a
Land Commission.

Further secondary legislation has come into force over the past year to increase its powers. This

includes

. Mayoral powers to levy a business rate supplement to raise money for projects that will
promote economic development

. Devolved powers for the Adult Education Budget and associated powers to deliver an
adult education service that supports wider economic and social priorities;

. Housing regulations enabling the Combined Authority to fund homes for Affordable Rent

The Combined Authority is small in size and strategic in nature. The Authority has adopted a
commissioning model with delivery being undertaken by those best qualified to do so across
the public and private sector.

Cambridgeshire and Peterborough Combined Authority Structure

The Authority is made up of a directly elected Mayor and the following seven local authorities
(referred to as the Constituent Councils) and the Local Enterprise Partnership known as the
Business Board:

e Cambridge City Council;

e Cambridgeshire County Council;

e East Cambridgeshire District Council;
e Fenland District Council;

e Huntingdonshire District Council;

e Peterborough City Council; and

e South Cambridgeshire District Council.

The Constitution for the Authority sets out the Authority’s governance arrangements. It sets
out the powers and functions of the Combined Authority, including matters reserved to the
Mayor and Board, financial procedures, contract standing orders, Member Codes of Conduct,
the scheme of delegation to officers and arrangements for the operation of executive
committees, an overview and scrutiny committee, and an audit and governance committee
function.

57

Page 181 of 299



The Scheme of Delegation provides for the day to day management and oversight of the
Authority including the responsibilities of the Head of Paid Service, the Chief Finance Officer
and the Monitoring Officer.

The key elements of the governance framework, its systems and processes, are outlined below.

Board

Each of the Constituent Councils appoints a nominated representative to be a Member of the
Combined Authority and another Member to act in his or her absence. The Business Board
(LEP) nominates one of its Members, normally the Chair and a substitute member.

The Combined Authority Members comprise the Board. The Board’s role and powers are set
out in the constitution. Essentially, it provides strategic leadership for the Combined Authority
area, approving strategies, policies and overseeing fiscal matters to ensure that the required
outcomes are delivered. The Board meets monthly.

The Combined Authority Board has invited the following organisations with direct responsibility
for functions relevant to the Combined Authority objectives to become co-opted Members to
attend the Combined Authority Board and may take part in the debate.

(@) The Police and Crime Commissioner for Cambridgeshire;
(b) Cambridgeshire and Peterborough Fire Authority representative;
(c) Cambridgeshire and Peterborough Clinical Commissioning Group representative.

Mayor

Certain functions are reserved to the Mayor as set down in the Order and the Constitution. The
Mayor has an overall leadership role and chairs the Board meetings. Both the Mayor and the
Combined Authority have a general power of competence.

The functions of the Combined Authority are grouped into portfolios. In accordance with the
Combined Authority’s Constitution, the Mayor and the Combined Authority Board agree
portfolio responsibilities in respect of those functions. The Mayor nominates the agreed Lead
Members from amongst the Members of the seven constituent councils and formally approved
by the Board. Each Lead Member leads on his/her allocated portfolio functions and is
accountable for his/her allocated area. Lead Members do not have delegated powers. The
Mayor has appointed two deputies.

Executive Committees

In September 2018, the Board set up three executive committees; the Transport and
Infrastructure Committees, the Skills Committee and the Housing and Communities Committee.
By placing responsibility for three of the largest portfolios into a committee system, it enabled
the Combined Authority to meet challenges of resilience and volume. The Chair of each
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committee leads the portfolio responsibilities of that committee and can distribute
responsibility for delivering discreet areas of the portfolio amongst the members of the
committee. By creating a division of the portfolio workload across the committee members,
the Combined Authority ensures a measure of continuity in the delivery of its key projects. A
committee system also allows member oversight of the delivery of its programme of works
against the Combined Authority's Assurance Framework and Monitoring and Evaluation
Framework.

In September 2019 the Combined Authority Board agreed amendment to the Authority’s
constitution to strengthen the role of the Executive Committees by delegating to them
decision-making powers previously exercised by the Combined Authority Board. The
membership of the Executive Committee was expanded to include representatives of all the
constituent councils on each committee.

The advantages of the new arrangements include:

e Creating more realistic workloads for the members of the Combined Authority Board,
who are also the Leaders of their councils:

e Allowing members of the Combined Authority Board to have a strategic focus

e Increasing the profile of the Authority amongst the constituent councils

e Increasing the understanding of the Authority amongst constituent councils

e Sharing of knowledge and regional issues

e Improving cross-boundary co-operation

e Bringing in additional member expertise to the Authority in key areas; and

e Decreasing the frequency of Combined Authority Board meetings

The effectiveness of the new governance arrangements will be kept under review by the
Authority’s Audit & Governance Committee.

Overview and Scrutiny Committee

The Combined Authority has established an overview and scrutiny committee to comply with
the requirements of the Combined Authorities (Overview and Scrutiny Committees, Access to
Information and Audit Committees) Order 2017.

It comprises 14 elected councillors, two from each of the seven constituent councils, and
reflects the political balance across the combined authority area. Its primary role is to review
and scrutinise decisions of the combined authority and the Business Board. They monitor the
Forward Plan of forthcoming key decisions and may call-in any of these decisions where
members consider that further scrutiny and challenge is required. One request was made to
call-in a Combined Authority decision in the last year but this was unable to proceed because
the Local Authorities and Police and Crime Panels (Coronavirus) (Flexibility of Local Authority
and Police and Crime Panel Meetings) (England and Wales) Regulations 2020 were not brought
into force in time to enable a virtual meeting of the Committee to take place.
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The committee undertake other roles including pre-decision scrutiny where they can act as a
“critical friend” to highlight key issues, and challenge policies at the developmental stage. The
committee has set up two task and finish groups, one to consider the Cambridgeshire
Autonomous Metro project and one to consider the Authority’s Bus Review. The Mayor and
Chief Executive attend meetings at least quarterly to update the committee and to answer any
guestions. The committee has also responded to the change in the Authority’s governance
arrangements by revising its own arrangements for pre-scrutiny to allow lead members
appointed by the Committee to formulate questions for the Executive Committees.

Audit and Governance Committee

The Board has established an Audit and Governance Committee in accordance with the
Combined Authorities (Overview and Scrutiny Committees, Access to Information and Audit
Committees) Order 2017. It comprises 7 elected members reflecting the political balance across
the area and an independent person who chairs the meetings.

The committee has reviewed and revised the following Authority policies and procedures in
2018/19:

(a) Corporate Risk Strategy
(b) Assurance Framework
(c) Data Protection Policy
(d) Data Protection policy

The Committee has also received a report on Freedom of Information requests, fraud,
whistleblowing and complaints together with the Internal Audit reviews of the governance of
the Authority and the Business Board referred to above.

This statement has been reviewed against the Joint Business Board and Combined Authority
Assurance Framework.

Business Board (Local Enterprise Partnership)

On 1 April 2018, the Greater Cambridge Greater Peterborough Local Enterprise Partnership was
dissolved and a new Local Enterprise Partnership was formally created in September 2018 and
is known as the Business Board. The Business Board is a voluntary partnership between
constituent councils and non-constituent local authorities and the business community, playing
a key role in determining local economic priorities and growth. The Partnership is a key
interface with Central Government and the region and offers policy advice and strategic
direction aligned to the Authority’s objectives.

The current membership now comprises fourteen members, which includes two public sector
members and up to twelve business representatives from amongst the key sectors across the

Cambridgeshire and Peterborough area. The majority members on the Board are from the
private sector. Membership of the Business Board reflects two key priorities:
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(1) that the Business Board should be predominantly private sector led to provide the best
possible platform for businesses within the area and that

(2) the Board ought to be comprised of representatives of those key sectors which are driving
economic growth in the area.

The Mayor and the Portfolio Holder for Economic Growth/Deputy Mayor are members of the
Business Board recognising the importance of its role and of the private sector in any growth
strategies for delivery in the Authority’s area.

The Business Board is closely aligned to the Authority through a unified assurance framework
and has a single staffing structure under the Authority’s Chief Executive. The Authority is the
accountable body for the Business Board.

The Business Board’s constitutional arrangements comply with the National Local Growth
Assurance Framework and with the joint Assurance Framework for the Authority and the
Business Board.

Strategic Direction
Over the past year the Authority has made good progress in developing its strategic direction.

1. Asreported previously, the Cambridgeshire and Peterborough Independent Economic
Review (CPIER) was commissioned by the Combined Authority and other local partners to
provide a world-class evidence base, alongside independent and expert analysis, to inform
future strategies and investment. It was also informed by two rounds of open public
consultation. The CPIER is publicly available at www.cpier.org.uk.

2. The Cambridgeshire and Peterborough Growth Ambition Statement sets out the area’s
priorities for achieving ambitious levels of inclusive growth and meeting the commitments
of the Devolution Deal. The Statement has been adopted by the Combined Authority Board
(November 2018) and is based upon the significant work of the Cambridgeshire and
Peterborough Independent Economic Review (CPIER).

3. The Local Industrial Strategy approved by the Combined Authority and Business Boards in
March 2019 sets out the economic strategy for Cambridgeshire and Peterborough, taking a
lead role in implementing the business growth, productivity, and skills elements of the
Growth Ambition Statement as set out below:
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The Local Industrial Strategy was co-produced with Government as part of the first wave of
these strategies being developed to deliver the UK Industrial Strategy in local areas.

The Local Industrial Strategy is focussed around the five foundations of productivity
established in the UK Industrial Strategy 2018, namely:

e People

e |deas

e Business Environment

e Infrastructure

e Place

It is a core principle of the Local Industrial Strategy that the fifth foundation of place
reflects the findings of the CPIER. In this area there will be economic strategies which
respond to the three sub-economies identified in the region.

° Greater Cambridge
° Greater Peterborough
° The Fens

Investments will only be made if they can demonstrate that they will support the delivery
of the Growth Ambition Statement and the Local Industrial Strategy, and the more detailed
place and sector strategies (where they are in place).

In May 2018, the Combined Authority agreed its 2030 prospectus to articulate its longer-
term ambition and aspirations for Cambridgeshire and Peterborough. It also agreed its
Four-Year Plan which set out how the Combined Authority planned to deliver its strategic
growth ambitions and priority programmes in the period 2018/19 — 2021/22. It brings
together the plans to support delivery of the 2030 ambitions for the benefit of all our
communities. The Four-Year Plan has been developed through working closely with
Leaders, Chief Officers and partners.

The Cambridgeshire and Peterborough Combined Authority Business Plan was agreed in
January 2018 and set out the investment priorities for the period to 2020. It was most
recently updated in January 2020 covers 2020-21. The Combined Authority has been
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developing its detailed strategies for key areas of activity including:

° Housing Strategy

° Local Industrial Strategy
° Local Transport Plan
° Non-statutory spatial plan

The Local Industrial Strategy was published in July 2019.

Following the statutory process the Local Transport Plan was adopted by the Authority in
January 2020.

The Combined Authority has 16 priority programmes based upon the CPIER objectives and
the strategies highlighted above. These 16 priority programmes are reflected in the
Business Plan.

On 29" January 2020 the Authority approved a four-year Medium-Term Financial Plan that
forms the investment plan for the Combined Authority. This allocates resources to deliver
the next stages of these priority programmes.

This Business Plan and the Medium-Term Financial Plan sets out at a high level the
transformational investments that the Cambridgeshire and Peterborough Combined
Authority will commit resources to, subject to the detailed consideration and appraisal of
project business cases. Some are project ideas at an early stage and might not be feasible,
others are further advanced. The Business Plan and the Medium-Term Financial Plan are
not intended to be an exhaustive list of activity as new opportunities will arise during the
period, but it identifies the key activities that are transformational and will need investment
during the plan period to unlock the opportunities they could bring. Prioritisation has been
undertaken to ensure that our investment goes into projects that will unlock
transformational anchor projects that will have a significant impact on growing the whole
Cambridgeshire and Peterborough economy.

The Business Plan aligns with the approach to performance management which the Authority
has already adopted and the Authority’s quarterly performance reports will therefore enable
members to monitor performance against the Business Plan priorities

The Business Plan will be reviewed in parallel with mid-year review of the Budget and Medium-
Term Financial Plan (MTFP).

The Combined Authority has progressed key investment decisions in a range of transport and
infrastructure, skills, housing and economic development initiatives.
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Assurance Framework

In November 2019, the Combined Authority Board and the Business Board agreed a revised
joint Assurance Framework. The latest Framework complies with the National Local Growth
Assurance Framework published in January 2019. The Assurance Framework sets out:

(a) How the seven principles of public life shape the culture within the Combined Authority in
undertaking its roles and responsibilities in relation to the use and administration of the
Cambridgeshire and Peterborough Investment, incorporating the Single Pot funding.

(b) The respective roles and responsibilities of the Combined Authority, the Local Enterprise
Partnership and the Section 73 Officer, in decision-making and ways of working

(c) The key processes for ensuring accountability, including public engagement, probity,
transparency, legal compliance and value for money.

(d) How potential investments to be funded through the Cambridgeshire and Peterborough
Medium Term Financial Plan incorporating the Single Pot, will be appraised, prioritised,
approved, signed off and delivered.

(e) The processes for oversight of projects, programmes and portfolios and how the progress
and impacts of these investments will be monitored and evaluated.

Project Delivery

In March 2019, the Authority agreed its monitoring and evaluation framework. The framework
provides assurance to the Combined Authority Board and to Central Government through
robust monitoring and evaluation arrangements for each of the commissioned projects.
Monitoring and evaluation (M&E) is a critical component of an effective performance
management regime. Monitoring supports the effective tracking of a scheme or series of policy
interventions ensuring that intended outputs are being achieved. Evaluation quantifies and
assesses outcomes, including how schemes were delivered and whether the investment
generated had the intended impact and ultimately delivered value for money.

In January 2020, the Authority approved the incorporation of a Local Growth Fund Monitoring
& Evaluation Plan into the Monitoring & Evaluation Framework. Being able to show the efficacy
and impact of the Business Board’s investments will enable a positive case to be made to
Government in discussions regarding the allocation and responsibility for future funding
streams

Decision Making

All agendas and reports produced for meetings of the Combined Authority, its associated
Committees and the Business Board are issued to members and published on the Authority’s
website in accordance with access to information requirements in the 2017 Order. All
Combined Authority Board and Executive Committee meetings are held in public.

A Forward Plan identifying strategic decisions that will be made by the Board over a four-month
period is updated and presented to the Combined Authority Board each month. It will also
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include all forthcoming key decisions which require at least 28 days’ notice. The Business Board
has also agreed to publish its own Forward Plan.

Notice of decisions are also published no more than two days after the meeting and are not
implemented until five days after they are published to enable the Overview % Scrutiny
Committee to exercise its right to call-in decisions.

Financial Management
A key responsibility of the Combined Authority is determining, agreeing and monitoring
appropriate budgets for it to be able to fulfil strategic objectives.

A budget framework has been agreed for setting the budget in future years which takes
account of the process laid down in the Combined Authorities (Finance) Order 2017

In summary, the draft Budget shall be submitted to the Combined Authority Board for
consideration and approval for consultation purposes before the end of December. The Board
will agree the timetable for consultation and those to be consulted. The consultation period
shall not be less than four weeks, and the consultees shall include Constituent Authorities, the
Business Board (LEP) and the Overview and Scrutiny Committee.

Before 1st February, having considered the draft Budget, the consultation responses, and any
other relevant factors, the proposed budget for the following financial year, including the
Mayor’s budget, will be submitted to the Board for final approval. There is also a process for
agreeing the Mayor’s budget where no agreement can be reached.

Budget update reports are reviewed by Directors and presented to the Combined Authority
Board monthly to provide information on income and expenditure for the year to date against
the approved budget and to provide an analysis of any variances between actuals and budget
for both Revenue Funds and the Capital Programme.

Developing Capacity
The member structure is well defined and a permanent staffing structure is now in place.

Internal Audit

Peterborough City Council provides the internal audit function. The Chief Internal Auditor
presented the audit plan to the Audit & Governance Committee and has provided the
Committee with regular updates on it throughout the year.

The Chief Internal Auditor also presented the audit plan for the Business Board.

External Audit
Ernst & Young LLP has been appointed as the Authority’s external auditors and has audited
these accounts.
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Risk Management

The Authority’s Audit and Governance Committee is responsible for overseeing the Authority’s
risk management strategy and corporate risk register. A revised Corporate Risk Strategy has
been agreed by the committee as above.

Corporate and project risk are identified, recorded and monitored by the Directors
Management Team and the Audit & Governance Committee, and are escalated to the
Combined Authority Board where necessary.

Managing Performance

Given the level of investment the combined authority will generate, it is vital that robust
programme management processes are developed for its programmes, across distinct themes
and for collective consideration of outputs and outcomes. As stated above, a monitoring and
evaluation framework has been agreed by the Combined Authority Board and Government. A
Performance Management process has also been developed, to monitor and report on
programme delivery (time, quality, cost) and the outcomes and impact of
projects/programmes.

Review of Effectiveness

The Authority has responsibility for conducting an annual review of the effectiveness of its
governance framework. This includes consideration of systems of internal control and
arrangements for internal audit and assurance statement from key officers. This has focused on
where we are now and where we want to be in the year ahead against the Good Governance
Principles.

There were Internal Reviews during the year into the governance of the Authority and the
Business Board as set out above:

The objective of the Internal Audit review of the governance of the Authority was to provide
assurance that the systems of control in respect of Corporate Governance were adequate and
being consistently applied. The areas of focus were:

e Organisational Structure / Roles and Responsibilities: To confirm that the Authority has
an open and transparent organisational structure and that roles and responsibilities are
clearly defined and communicated across the organisation

e Decision Making: To confirm that there is a clear and transparent decision making
process within the Authority and decisions taken adhere to these processes as set out in
the assurance framework

e Strategy and Planning: To confirm that the Authority’s strategies are up to date and
communicated across the organisation. To confirm that strategies complement and
support each other and are linked to key aims and priorities.

Together with verification that Human Resources processes were robust and followed best
practice.
66

Page 190 of 299



The main findings of the review were that improvements had been made to the governance
arrangements as the Combined Authority had evolved and previous actions had been
progressed. Following extending the review to other areas of governance the part of the
business requiring most attention was that of Human Resources. While the audit focus was
primarily to look at the recruitment process — which the auditors were unable to place any
reliance on — the audit also touched upon the performance management framework and
similarly there was nothing in place in relation to employees. A detailed action plan was
required to take this key business activity forward.

Of the fifteen activity areas reviewed, two received substantial assurance ratings, twelve
received reasonable assurance ratings and one [HR] received no assurance rating.

A report on progress with the Human Resources recommendations was taken to the meeting of
the Audit & Governance Committee on 19 July 2019 and progress continues to be monitored.

For the Internal Audit review of the governance of the Business Board the matters under review
included that:

e The LEP has a local assurance framework in place, as required by the Government’s
National Assurance Framework

e The LEP is operating under a clear governance framework.

The main findings of the review were that there has been good progress in establishing a clear
framework which brought together the previous arrangements. A number of areas were
identified which need to be addressed to ensure governance was effective. Those identified as
requiring attention included:

e Increased transparency in relation to data available and how value for money is
achieved;

e Development of a consistent brand identity; and

e Processes in place for the recovery of funds should any project be deemed to have
misused public monies etc.

The findings of the audit give Reasonable Assurance on the effectiveness of the governance
arrangements that has been established within the Assurance Framework. Eight
recommendations were made to tighten up the assurance framework.

The Head of Internal Audit of a Local Authority is required annually to provide their opinion on
the overall systems of internal control and their effectiveness. This is informed by the work that
has been described above and, for the financial year 2019-20, the opinion was as follows:

I am satisfied that sufficient quantity and coverage of Internal Audit work and other
independent assurance work has been undertaken to allow me to draw a reasonable
conclusion on the adequacy and effectiveness of the Authority’s risk management,

control and governance processes. In my opinion the CPCA has adequate systems of
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internal control in place to manage the achievement of its objectives. In giving this
opinion, it should be noted that assurance can never be absolute and, therefore, only
reasonable assurance can be provided that there are no major weaknesses in these
processes. Notwithstanding my overall opinion, Internal Audit’s work identified a
number of opportunities for improving control procedures which management has
accepted and are documented in each individual audit report.

Impact of Covid-19 on the CPCA’s Governance Arrangements

There have been no significant events or developments relating to the governance systems
between the date of the accounts and the current date. While the COVID-19 pandemic has
caused significant disruption across the Country, the Combined Authority has maintained its
governance systems in line with business as usual - the same governance processes have
operated throughout including authorisation limits, required sign off by statutory officers and
reporting to Boards. Prior to the enactment of legislation which formally allowed for local
authority meetings to take place virtually, the CPCA ran meetings in public, which enabled
relevant matters appropriate to the Mayoral general power to be made in a public setting, and
for other matters to be debated. This balanced the need to maintain a continuity of business,
with the need to maintain transparency and inclusion in decision making.

Assurance in Relation to the CPCA’s Core Financial Systems

During 2019-20 the CPCA’s core financial systems were provided by Peterborough City Council,
namely the General Ledger, Accounts Payable and Accounts Receivable systems. With regard
to assurance on the operation of these systems the Head of Internal Audit has advised:

Internal Audit perform reviews of main financial systems on a risk based approach for
[Peterborough City Council]. and as part of these reviews we look for assurance in
relation to regular reconciliations etc. For 2019/20, no issues were brought to our
attention. Should any matters be identified, these would be referred through to CPCA via
the quarterly Finance meetings.

Conclusion

The Combined Authority recognises its responsibilities for ensuring that its business is
conducted in accordance with the law and proper standards and that public money is
safeguarded and properly accounted for and used economically, efficiently and effectively,
alongside a duty to make arrangements to secure continuous improvement in the way in which
its functions are exercised.

The Authority has made good progress during the year and we are committed to making
continued improvements during the course of the next year.
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Certification

As Mayor and Chief Executive Officer, we have been advised on the implications of the results of
the review of the effectiveness of the Combined Authority’s governance framework, by the Audit
and Governance Committee.

Our overall assessment is that the Annual Governance Statement is a balanced reflection of the
governance environment and that an adequate framework exists within the Combined Authority
to ensure effective internal control is maintained. We are also satisfied that there are appropriate
plans in place to address any significant governance issues and will monitor their implementation
and operations as part of our next annual review.

Signed: Signed:
James Palmer, Mayor of Cambridgeshire Kim Sawyer, Chief Executive Officer of
and Peterborough Combined Authority Cambridgeshire and Peterborough
Combined Authority
Date: Date:
69
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Summary of Changes from Draft Accounts to Final Accounts

Movement in Reserves Statement, Balance Sheet and Note 13 — Adjustments between Accounting
Basis and Funding Basis under Regulations

£2.7m adjustment between Capital Grants Unapplied and Capital Adjustment Account had been
reflected with an incorrect sign in some working papers leading to a £5.4m adjustment which
impacted on these tables.

Cashflow statement and Note 29 Investing Activities

Advance of cash for capital loan now shown in investing activities rather than adjustment to surplus
/ deficit of services for non cash movement

Note 1 — Accounting Policies

Additional detail to demonstrate Covid-19 hasn’t impacted on the Going Concern basis for accounts
preparation.

Note 6 — Officers’ Remuneration

Senior Employees — Added third party costs for 19/20 for Director of Transport

Employee remuneration above £50,000 - 19/20 figures updated to remove employers pension
amounts from calculation.

Pay Multiple - Amended from 4.21 to 3.74

Note 7 — Defined Benefit Pension Scheme

Basis for estimating assets and liabilities table — financial assumption percentages updated.

Note 10 — Related Parties

Additional disclosures in relation to transactions with Related Parties linked to Members and
Officers.

Note 31 - Contingent Liabilities

Contingent Liability note added
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17 November 2020

Dear Audit & Governance Committee Members

We are pleased to attach our audit results report for the forthcoming meeting of the Audit & Governance Committee. This report
summarises our preliminary audit conclusion in relation to the audit of Cambridgeshire and Peterborough Combined Authority (the
Authority) for 2019/20.

At the date of this report our audit of the Authority’s accounts for the year ended 31 March 2020 is substantially complete.
However, subject to concluding the outstanding matters listed in our report, we anticipate issuing an unqualified audit opinion on
the financial statements in the form at Section 3 of this report. We also expect to have no matters to report on your arrangements
to secure economy, efficiency and effectiveness in your use of resources.

As set out on page 5, a number of issues have arisen as a result of COVID-19 which have impacted our work.

This report is intended solely for the use of the Audit and Governance Committee, other members of the Authority, and senior
management. It should not be used for any other purpose or given to any other party without obtaining our written consent.

We would like to thank your staff for their help during the engagement given the additional pressures they have faced responding to
the pandemic and working remotely.

We welcome the opportunity to discuss the contents of this report with you at the Audit & Governance Committee meeting on 27
November 2020.

Yours faithfully

S

Suresh Patel

Associate Partner
For and on behalf of Ernst & Young LLP

Encl
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Public Sector Audit Appointments Ltd (PSAA) have issued a ‘Statement of responsibilities of auditors and audited bodies’. It is available from the Chief Executive of each audited body and via the PSAA
website (www.psaa.co.uk). This Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities
of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas. The ‘Terms of Appointment (updated April 2018)' issued by PSAA sets out additional
requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and statute, and covers matters of practice and procedure which
are of a recurring nature.

This Audit Results Report is prepared in the context of the Statement of responsibilities / Terms and Conditions of Engagement. It is addressed to the Members of the audited body, and is prepared for
their sole use. We, as appointed auditor, take no responsibility to any third party.

Our Complaints Procedure - If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are receiving, you may take the issue up
with your usual partner or director contact. If you prefer an alternative route, please contact Hywel Ball, our Managing Partner, 1 More London Place, London SE1 2AF. We undertake to look into any
complaint carefully and promptly and to do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you may of course take matters up with our professional



http://www.psaa.co.uk/
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52 Executive Summary

»

Scope update

In our Audit Plan dated 11 March 2020, we provided you with an overview of our audit scope and approach for the audit of the financial statements. We

carried out our audit in accordance with this plan, with the following exceptions:

» Changes to reporting timescales - As a result of Covid-19, new regulations, the Accounts and Audit (Coronavirus) (Amendment) Regulations 2020 No.
404, have been published and came into force on 30 April 2020. This announced a change to the publication date for approved financial statements
from 31 July to 30 November 2020 for all relevant authorities.

» Changes to our risk assessment as a result of Covid-19:

» Disclosures on Going Concern - Financial plans for 2020/21 and medium term financial plans will need revision for Covid-19. We considered the
unpredictability of the current environment gave rise to a risk that the Local Authority would not appropriately disclose the key factors relating
to going concern, underpinned by managements assessment with particular reference to Covid-19 and the Authority’s actual year end financial
position and performance. See Section 2 of this report for further details.

» Events after the balance sheet date - We identified an increased risk that further events after the balance sheet date concerning the current
Covid-19 pandemic will need to be disclosed. The amount of detail required in the disclosure needed to reflect the specific circumstances of the
Authority.

» Adoption of IFRS16 - The adoption of IFRS 16 by CIPFA/LASAAC as the basis for preparation of Local Authority Financial Statements has been
deferred until 1 April 2021. We therefore no longer consider this to be an area of audit focus for 2019/20.

» The continued impact of the Covid-19 pandemic increases the risks to the material accuracy of financial statements and disclosures. To ensure
we are providing the right assurances to the Authority and its stakeholders the firm has introduced a rigorous consultation process for all auditor
reports to ensure that they include the appropriate narrative.

» Changes in materiality - We updated our planning materiality assessment using the draft statement of accounts and have also reconsidered our risk
assessment. Based on our materiality measure of 2% of gross expenditure on provision of services, we have updated our overall materiality
assessment to £1.422 million (same as the audit). This results in updated performance materiality, at 75% of overall materiality, of £1.067 million,
and a threshold for reporting misstatements of £0.071 million.

» Information Produced by the Entity (IPE) - We identified an increased risk around the completeness, accuracy, and appropriateness of information
produced by the entity due to the inability of the audit team to verify original documents or re-run reports on-site from the Authority’'s systems. We
undertook the following to address this risk:

» Used the screen sharing function of Microsoft Teams to evidence re-running of reports used to generate the IPE we audited; and
» Agree IPE to scanned documents or other system screenshots.

As disclosed in the audit plan, additional risks require additional audit input and an associated additional audit fees which will be agreed in advance with
S73 officer and then PSAA.
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52 Executive Summary

»

Status of the audit

We have substantially completed our audit of the Cambridgeshire & Peterborough Combined Authority financial statements for the year 31 March 2020
and have performed the procedures outlined in our Audit Plan. Subject to satisfactory completion of the following outstanding items we expect to issue
an unqualified opinion on the Authority’s financial statements in the form which appears at Section 3. However until work is complete, further
amendments may arise:

» Related party transactions - we are awaiting a register of interests update from officers;
» REFCUS expenditure testing; and

The final procedures required to complete the audit are:

» Completion of our final review processes

» Review of the final version of the financial statements;

* Complete a subsequent events review;

» Review the signed management letter of representation; and

* Present this final version of the Audit Results Report.
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52 Executive Summary

»

Audit differences

Unadjusted differences

At the date of this report there are two unadjusted differences that the Committee needs to consider.

1.

2.

Pension Liability (IAS 19): There has been an increase of £0.170 million in the pension liability as a result of the updated pension fund asset
valuations. Given the changes are immaterial, management have chosen to not amend the original figures in the statement of accounts.

Understatement of creditors and expenditure of £0.382 million - our testing of unrecorded liabilities identified two invoices received in 2020/21
which should have been accrued for in the statement of accounts as they related to expenditure incurred by the Authority in 2019/20.

Adjusted differences

At the date of this there are adjusted differences we wish to highlight from the draft statement of accounts presented for audit on 25 May 2020.

1.

Classification adjustment of £19.0 million from short-term investments to cash and cash equivalents. This adjustment was identified by officers and
was corrected for the statement of accounts published on 27 August 2020. There is no general fund impact as a result of this adjustment.

Classification adjustment of £0.746 million from long-term debtors to short-term debtors. This adjustment was corrected for the statement of
accounts published on 27 August 2020. There is no general fund impact as a result of this adjustment.

. Correction of a mis-posting of £2.7 million between capital grants unapplied reserve and the capital adjustment account. This adjustment was

identified by officers and does not impact the general fund balance.

IAS 19 pension disclosures - the draft statement of accounts did not contain the IAS 19 pension disclosures as the Authority was still concluding this
work. The figures were included in the statement of accounts published on 27 August 2020.

5. Cash flow statement - workings and disclosures updated. Removal of non-trivial balancing figure in the working papers.

6. Other updates - other areas that were incomplete at the time of the draft statement of accounts presented for audit have been updated; officers

7.

remuneration, pay multiple and employee expenses.

A revised disclosure on going concern.

During the audit we have identified some minor disclosure audit amendments in the draft financial statements which management have chosen to adjust.
We have judged that these do not warrant flagging to the Audit & Governance Committee in this report.
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52 Executive Summary

»

Areas of audit focus

Our audit plan identified key areas of focus for our audit of the Authority’s financial statements. In total we identified two significant risks and three
areas of audit focus. We summarise below our findings.

Significant risk

Findings & conclusions

Misstatements due to fraud or error -
management override

We have completed our testing of journals, sought evidence of bias in material estimates and
remained alert to unusual transactions. We have found no indications that management have
overridden controls to deliver a desired financial outturn.

Misstatements due to fraud or error -
incorrect treatment of capital expenditure as
revenue

We are in the process of completing our testing of a sample of capital expenditure, including
Revenue Expenditure Funded from Capital Under Statute (REFCUS) to verify that revenue costs
have not been inappropriately treated as capital. We have also verified that adjustments between
the accounting basis and funding basis have been correctly made in accordance with the Code, and
reflected appropriately in the Authority’'s Movement in Reserves Statement (the MiRS). To-date we
have found no indications that management have overridden controls to deliver a desired financial
outturn.

Area of audit focus

Findings & conclusions

Pension Liability Valuation & Pensions Assets

We have completed our work and identified an understatement of the net liability of £0.170 million
on the pension liability as a result of the updated Cambridgeshire Pension Fund asset valuations.

New accounting standards

Leases (IFRS 16) - The adoption of IFRS 16 by CIPFA/LASAAC as the basis for preparation of Local
Authority Financial Statements has been deferred until 1 April 2021.

Going Concern (ISA 570) - We have worked with the Authority to update their going concern and
events after the balance sheet date disclosures in light of the Covid-19 pandemic, see detailed
findings in Section 2 for further information.

This report sets out our observations and conclusions on the above matters, and any others identified, in the “Areas of Audit Focus" section of this
report. We ask you to review these and any other matters in this report to ensure:

» There are no other considerations or matters that could have an impact on these issues; and
» You agree with the resolution of the issues; and there are no other significant issues to be considered.

There are no matters, apart from those reported by management or disclosed in this report, which we believe should be brought to your attention.
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5/ Executive Summary

»

Control observations

We have adopted a fully substantive approach, so have not tested the operation of controls. However, from the results of substantive procedures
performed we have not identified any significant deficiencies in the design or operation of an internal control that might result in a material
misstatement in your financial statement.

Value for money

We have considered your arrangements to take informed decisions; deploy resources in a sustainable manner; and work with partners and other third
parties. In our Audit Plan we identified the Authority’s ambitious capital programme as a significant risk. We have completed our procedures and found
that the Authority has the expected arrangements in place to manage the capital programme delivery.

There are two other matters we have dealt with:

1. Correspondence from a member of the public in respect of the Authority's loan to East Cambridgeshire Trading Company

We reported to the Committee in July 2020 with our progress report that we sought and obtained evidence that the Authority had the arrangements in
place we would expect to see in respect of providing loans to a local authority trading company. We repeat our findings in Section 05.

2. Correspondence to the Mayor from the Minister for Regional Growth and Local Government (MRGLG) and the Mayor's subsequent request to EY
On 13 July 2020 the MRGLG wrote to the Mayor highlighting concerns over the governance of the Authority. On 7 August the Mayor requested our
view, as your external auditor, on the Authority governance arrangements in the context of the MRCLG letter. We agreed to respond to the request on
the basis of our responsibilities under the Local Audit and Accountability Act 2014 and National Audit Office's (NAO) 2015 Code, i.e. under the VFM
conclusion. We have shared our response to the Mayor with the Audit and Governance Committee.

We expect to issue an unqualified value for money conclusion. We include further details in Section 05.

Other reporting issues

We have reviewed the information presented in the Annual Governance Statement for consistency with our knowledge of the Authority. We have no
matters to report as a result of this work.

We are not required to carry out any procedures on the Authority's Whole of Governance Accounts (WGA) submission as the Authority falls below the
National Audit Office (NAO) threshold.

Independence

Please refer to Section 8 for our update on Independence. There are no relationships from 1 April 2019 to the date of this report, which we consider
may reasonably be thought to bear on our independence and objectivity.
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Areas of Audit Focus

Significant risk

Risk of misstatements due

to fraud or error - The financial statements as a whole are not free of material misstatements whether caused by fraud or
management override of error.
controls As identified in ISA (UK) 240, management is in a unique position to perpetrate fraud because of its ability

to manipulate accounting records directly or indirectly and prepare fraudulent financial statements by
overriding controls that otherwise appear to be operating effectively. We identify and respond to this fraud
risk on every audit engagement. F———————an

What did we do and what judgements did we focus on?

We performed the following audit procedures:

>

>

>

>

>

>

>

Identified fraud risks during the planning stages.

Enquired of management about risks of fraud and the controls put in place to address those risks.
Understood the oversight given by those charged with governance of management's processes over fraud.
Considered the effectiveness of management'’s controls designed to address the risk of fraud.

Tested journals at year-end to ensure that there were no unexpected or unusual postings.

Reviewed accounting estimates for evidence of management bias.

Looked for and investigated any unusual transactions.

We used our data analytics capabilities to assist with our work, including journal entry testing. We assessed journal entries for evidence of management
bias and evaluated for business rationale. We specifically reviewed any elements where judgement could influence the financial position or performance
of the Authority in a more positive or more favourable way.

What are our conclusions?

We did not identify any material weaknesses in controls or evidence of material management override. We have not identified any instances of
inappropriate judgements being applied or management bias. We did not identify any other transactions during our audit which appeared unusual or
outside the normal course of business.
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Areas of Audit Focus
Significant risk

The Authority has a revenue budget it needs to operate within. Manipulating expenditure is a key way to
achieve this objective.

Misstatements due to
fraud or error - the

incorrect Caplta!lsatlon of We consider the risk applies to capitalisation of revenue expenditure and revenue expenditure funded from

revenue eXpendlture and capital under statute (REFCUS). Management could manipulate revenue expenditure by incorrectly

REFCUS capitalising expenditure which is revenue in nature and should be charged to the comprehensive income
and expenditure account. ===

What judgements are we focused on? What are our conclusions?

We identified a risk of expenditure misstatement due to fraud or error that could affect the

) ! We are currently concluding our procedures on the
income and expenditure accounts.

incorrect capitalisation of the revenue expenditure and
We focused on the Authority's judgement that an item is capital expenditure in nature and REFCUS and will report to the Audit & Governance

the judgement that expenditure treated as REFCUS is associated to an asset not owned by Committee once this is concluded.

the Authority.

What did we do?

Our approach focused on:

» Testing a sample of capital expenditure, including Revenue Expenditure Funded from
Capital Under Statute (REFCUS) to verify that revenue costs have not been inappropriately
treated as capital.

» Verifying adjustments between the accounting basis and funding basis have been correctly
made in accordance with the Code, and reflected appropriately in the Authority's
Movement in Reserves Statement (the MiRS).
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Areas of Audit Focus

Other Areas of Audit Focus - Pension Liability Valuation & Pensions Assets

The Authority became an admitted body of the Cambridgeshire Pension Fund in 2019/20 and was therefore be required to make extensive disclosures
within its financial statements regarding its membership of the Local Government Pension Scheme administered by Cambridgeshire County Council.

We are uncertain at the audit planning stage what the size of the pension liability would be in the balance sheet as at 31 March 2020. This has now been
confirmed as a net liability of £1.554 million which is material to the Authority. The information disclosed is based on the IAS 19 report issued to the
Authority by the actuary to the County Council.

Accounting for this scheme involves significant estimation and judgement and therefore management engages an actuary to undertake the calculations
on their behalf. ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on the use of management experts and the assumptions
underlying fair value estimates.

Our approach has focused on:

» Liaising with the auditors of Cambridgeshire Pension Fund to obtain assurances over the information supplied to the actuary in relation to
Cambridgeshire & Peterborough Combined Authority;

» Assessing the work of the Pension Fund actuary (Hymans Robertson) including the assumptions they have used by relying on the work of PWC -
Consulting Actuaries commissioned by the NAO for all Local Government sector auditors, and considering any relevant reviews by the EY actuarial
team; and

» Reviewing and testing the accounting entries and disclosures made within the Authority’s financial statements in relation to IAS19.

An additional consideration in 2019/20 will be the impact of Covid-19 on the valuation of complex (Level 3) investments held by Cambridgeshire Pension
Fund (for example private equity investments) where valuations as at 31 March 2020 will have to be estimated. This is likely to impact on the IAS19
reports provided by the actuary and the assurances over asset values that are provided by the pension fund auditor, and consequently the assurance we
are able to obtain over the net pension liability.

Findings and conclusions

We have received assurances from the Cambridge Pension Fund auditor, which states that there is a £0.170 million increase in net pensions liability from
the original IAS19 report provided, as a result of the valuation of investment assets. As the amount is immaterial, Management will not be updating the
figures in the statement of accounts, and as such this will be an unadjusted audit difference.
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Areas of Audit Focus

Other Areas of Audit Focus - Going concern disclosure

There is presumption that the Authority will continue as a going concern. However, the current and future uncertainty over government funding and
other sources of Authority revenue as a result of Covid-19 increases the need for the Authority to undertake a detailed going concern assessment to
support its assertion. In light of the unprecedented nature of Covid-19, its impact on the funding of public sector entities and uncertainty over the form
and extent of government support, we requested that management provide a documented consideration to support their assertion regarding the going
concern basis. We also reviewed the Authority's subsequent new disclosure note.

Our approach has focused on:
» Assessing the adequacy of disclosures required in 2019/20;

» Discussing with management the going concern assessment and challenging management'’s underlying assumptions;

» Considering the impact on our audit report, including completing the EY consultation requirements.

Findings and conclusions

The draft accounts did not include a going concern disclosure but the Authority has carried out an assessment of the impact of the Covid-19 pandemic on
the Authority’s income, expenditure, balances and reserves. We reviewed the assessment, focusing on the reasonableness of the financial impact
assessment, cashflow and liquidity forecasts, known outcomes, sensitivities, mitigating actions and key assumptions. We also discussed with management
the need to make specific disclosures in the 2019/20 statements.

We have concluded that the assumptions applied are appropriate given the limited impact Covid-19 has had on CPCA given that it does not provide
services in the same way other local authorities do. CPCA’s income is mainly received via government grant and this is secured for the period of the
MTFP. The only impact of Covid-19 is on how and where CPCA spends its monies moving forward. The Board has already had a report in June 2020 on
re-prioritising policy areas and the 2020/21 budget. Given that as at 31 March 2020 the Authority held £80m in cash and cash equivalents and £80m on
short term deposits it's liquidity is secure over the next 12 months.

We have now reviewed the new going concern disclosure included in the statement of accounts, and are satisfied that it adequately reflects the
Authority’'s assessment and informs the reader of the limited impact of the pandemic on the Authority's finances.
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Our opinion on the financial statements

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
CAMBRIDGESHIRE & PETERBOROUGH COMBINED AUTHORITY

Opinion

We have audited the financial statements of Cambridgeshire &
Peterborough Combined Authority for the year ended 31 March 2020
under the Local Audit and Accountability Act 2014. The financial
statements comprise the Comprehensive Income and Expenditure
Statement, Movement in Reserves Statement, Balance Sheet, Cash
Flow Statement, the related notes 1 to 31, and the Statement of
Accounting Policies.

The financial reporting framework that has been applied in their
preparation is applicable law and the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom
2019/20.

In our opinion the financial statements:

» give a true and fair view of the financial position of Cambridgeshire
& Peterborough Combined Authority as at 31 March 2020 and of
its expenditure and income for the year then ended; and

* have been prepared properly in accordance with the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2019/20.

Basis for opinion

We conducted our audit in accordance with International Standards on
Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities under
those standards are further described in the Auditor’s responsibilities
for the audit of the financial statements section of our report below. We
are independent of the Authority 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 the Comptroller and
Auditor General's (C&AG) AGNO1, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation

to which the ISAs (UK) require us to report to you where:

» the Chief Financial Officer's use of the going concern basis of
accounting in the preparation of the financial statements is not
appropriate; or

» the Chief Financial Officer has not disclosed in the financial
statements any identified material uncertainties that may cast
significant doubt about the Authority’s ability to continue to adopt
the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised
for issue.
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Our opinion on the financial statements

Other information

The other information comprises the information included in the
Statement of Accounts 2019/20, other than the financial statements
and our auditor’'s report thereon. The Chief Financial Officer is
responsible for the other information.

Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in
this report, we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in
the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude
that there is a material misstatement of the other information, we
are required to report that fact.

We have nothing to report in this regard.

Opinion on other matters prescribed by the Local Audit and
Accountability Act 2014

In our opinion, based on the work undertaken in the course of the audit,
having regard to the guidance issued by the C&AG in April 2020, we are
satisfied that, in all significant respects, Cambridgeshire &
Peterborough Combined Authority put in place proper arrangements to
secure economy, efficiency and effectiveness in its use of resources for
the year ended 31 March 2020.

Matters on which we report by exception

We report to you if:

* in our opinion the annual governance statement is misleading or
inconsistent with other information forthcoming from the audit or our
knowledge of the Authority;

* we issue areport in the public interest under section 24 of the Local
Audit and Accountability Act 2014;

* we make written recommendations to the audited body under Section
24 of the Local Audit and Accountability Act 2014;

* we 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;

* we issue an advisory notice under Section 29 of the Local Audit and
Accountability Act 2014; or

* we make an application for judicial review under Section 31 of the
Local Audit and Accountability Act 2014.

We have nothing to report in these respects.
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Our opinion on the financial statements

Responsibility of the Chief Financial Officer

As explained more fully in the Statement of Responsibilities, the
Chief Financial Officer is responsible for the preparation of the
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 2019/20, and for being satisfied that they give a true and
fair view.

In preparing the financial statements, the Chief Financial Officer is
responsible for assessing the Authority’'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 the
Authority either intends to cease operations, or have no realistic
alternative but to do so.

The Authority is responsible for putting in place proper arrangements
to secure 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 audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. 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.

A further description of our responsibilities for the audit of the financial
statements is located on the Financial Reporting Council's website at
https://www.frc.org.uk/auditorsresponsibilities. This description forms

part of our auditor's report.

Scope of the review of arrangements for securing economy, efficiency
and effectiveness in the use of resources

We have undertaken our review in accordance with the Code of Audit
Practice, having regard to the guidance on the specified criterion issued
by the Comptroller and Auditor General (C&AG) in April 2020, as to
whether Cambridgeshire & Peterborough Combined Authority had
proper arrangements to ensure it took properly informed decisions and
deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people. The C&AG determined this criterion as that
necessary for us to consider under the Code of Audit Practice in
satisfying ourselves whether Cambridgeshire & Peterborough Combined
Authority put in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources for the year ended
31 March 2020.
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Our opinion on the financial statements

We planned our work in accordance with the Code of Audit Practice.
Based on our risk assessment, we undertook such work as we
considered necessary to form a view on whether, in all significant
respects, Cambridgeshire & Peterborough Combined Authority had
put in place proper arrangements to secure 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 satisfy ourselves that the Authority has
made proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. The Code of Audit Practice
issued by the National Audit Office (NAO) requires us to report to
you our conclusion relating to proper arrangements.

We report if significant matters have come to our attention which

Use of our report

This report is made solely to the members of Cambridgeshire &
Peterborough Combined Authority, as a body, in accordance with Part 5
of the Local Audit and Accountability Act 2014 and for no other
purpose, as set out in paragraph 43 of the Statement of Responsibilities
of Auditors and Audited Bodies published by Public Sector Audit
Appointments Limited. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Authority and
the Authority's members as a body, for our audit work, for this report,
or for the opinions we have formed.

Suresh Patel (Key Audit Partner)
Ernst & Young LLP (Local Auditor)

prevent us from concluding that the Authority has put in place proper Cambridge
arrangements for securing economy, efficiency and effectiveness in XX November 2020
its use of resources. We are not required to consider, nor have we
considered, whether all aspects of the Authority’s arrangements for
securing economy, efficiency and effectiveness in its use of
resources are operating effectively.
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/. Audit Differences

In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the
disclosures and amounts actually recorded. These differences are classified as “known" or “judgemental”. Known differences represent items that can be
accurately quantified and relate to a definite set of facts or circumstances. Judgemental differences generally involve estimation and relate to facts or
circumstances that are uncertain or open to interpretation.

Summary of adjusted differences

Adjusted differences

At the time of writing there are a number of adjusted differences we wish to highlight from the draft statement of accounts presented for audit on 25
May 2020.

1.

Classification adjustment of £19.0 million from short-term investments to cash and cash equivalents. This adjustment was identified by officers and
was corrected for the statement of accounts published on 27 August 2020. There is no general fund impact as a result of this adjustment.

. Classification adjustment of £0.746 million from long-term debtors to short-term debtors. This adjustment was corrected for the statement of

accounts published on 27 August 2020. There is no general fund impact as a result of this adjustment.

. Correction of a mis-posting of £2.7 million between capital grants unapplied reserve and the capital adjustment account. This adjustment was

identified by officers and does not impact the general fund balance.

IAS 19 pension disclosures - the draft statement of accounts did not contain the IAS 19 pension disclosures as the Authority was still concluding this
work. The figures were included in the statement of accounts published on 27 August 2020.

. Cash flow statement - workings and disclosures updated. Removal of non-trivial balancing figure in the working papers.

Other updates - other areas that were incomplete at the time of the draft statement of accounts presented for audit have been updated; officers
remuneration, pay multiple and employee expenses.

During the audit we have identified some minor disclosure audit amendments in the draft financial statements which management have chosen to adjust.
We have judged that these do not warrant flagging to the Audit & Governance Committee in this report.
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Summary of unadjusted differences

Unadjusted differences

At the time of writing there are two unadjusted differences we wish to highlight from the draft statement of accounts presented for audit on 25 May
2020.

1. Pension Liability (IAS 19): There has been an increase of £0.170 million in the pension liability as a result of the updated pension fund asset
valuations. Given the changes are immaterial, management have chosen to not amend the original figures in the statement of accounts.

2. Understatement of creditors and expenditure of £0.382 million - our testing of unrecorded liabilities identified two invoices received in 2020/21
which should have been accrued for in the statement of accounts as they related to expenditure incurred by the Authority in 2019/20.

The Authority have decided not to update the financial statements for this difference. We request that these uncorrected misstatements be corrected or
a rationale as to why they are not corrected be considered and approved by the Audit & Governance Committee and provided within the Letter of
Representation.
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Informed
decision making

Proper arrangements for

securing value for money

Sustainable Working with
resource partners and
deployment third parties

v

Background

We are required to consider whether the Authority has put in place ‘proper arrangements’ to
secure economy, efficiency and effectiveness on its use of resources. This is known as our value
for money conclusion.

For 2019/20 this is based on the overall evaluation criterion:

“In all significant respects, the audited body had proper arrangements to ensure it took properly
informed decisions and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people”

Proper arrangements are defined by statutory guidance issued by the National Audit Office. They
comprise your arrangements to:

= Take informed decisions;
= Deploy resources in a sustainable manner; and
=  Work with partners and other third parties.

In considering your proper arrangements, we will draw on the requirements of the
CIPFA/SOLACE framework for local government to ensure that our assessment is made against a
framework that you are already required to have in place and to report on through documents
such as your annual governance statement.

Impact of covid-19 on our Value for Money assessment

On 16 April 2020 the National Audit Office published an update to auditor guidance in relation to the 2019/20 Value for Money assessment in the light of
Covid-19. This clarified that in undertaking the 2019/20 Value for Money assessment auditors should consider Local Authorities’ response to Covid-19
only as far as it relates to the 2019-20 financial year; only where clear evidence comes to the auditor’s attention of a significant failure in arrangements
as a result of Covid-19 during the financial year, would it be appropriate to recognise a significant risk in relation to the 2019-20 VFM arrangements

conclusion.

Overall conclusion

In our Audit Plan dated 11 March 2020 we identified one significant risk around these arrangements. The tables below present our findings in response
to this risk. In addition, we have dealt with two items of correspondence which we have treated as information brought to our attention that is relevant to
our VFM responsibilities. Overall we have no matters to include in the auditor's report about your arrangements to secure economy, efficiency and

effectiveness in your use of resources.
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—

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.

We present below the findings of our work in response to the risks areas in our audit plan as well as the additional risk identified since then.

What is the significant value for money risk?

What arrangements

What did we do?

Delivery of Ambitious Capital Programme

As at November 2019 the Authority’s anticipated
2019/20 capital programme delivery isat £111.1
million.

On 29 January 2020 the Combined Authority Board
approved a capital programme of £187.6 million for
2020/21, which represents an increase of 69% against
anticipated 2019/20 delivery.

The Authority has several large capital projects planned,
including the University of Peterborough, King's Dyke,
Wisbech Access Strategy, Soham Station and the
Housing Programme. There is a risk that, given the
relative size of the Authority and the number of projects
in operation, the Authority does not have the capacity
or expertise to successfully deliver these projects within
budget and in a timely manner to deliver the benefits
identified and needed.

The projects present challenges for the Authority in
terms of governance, financial and risk management as
well as partnership working. Given the significance and
importance of these decisions to the Authority’s
strategic, operational and financial priorities, the
effectiveness of the governance and risk management
arrangements related to these projects is crucial.

did the risk affect?

Informed decision Our approach focused on the effectiveness of the Authority's
making arrangements to exercise oversight of the capital programme. This

. incl reviewing:
Deploying resources Cludedireviewing

MWEITREIIEI The information provided to Members and Officers when taking

manner - . i
decisions in relation to the programme;
Working with » The consideration of any advice taken by the Authority, including
partners and other legal and financial advice;
third parties » The extent to which the Authority identified, considered, and
mitigated the risks around the programme;
» The extent to which the Authority considered the funding of the
programme;
» The governance arrangements and judgement made during any
tender processes; and
» The adequacy of the processes established by the Authority to review
and monitor delivery of any agreed outputs.
Please see the following slide for a summary of our findings.
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Value for Money Risks

What are our findings?

The Assurance Framework includes a 10-point guide to CPCA Project Management that includes detailed information on the various stages of a
project’s life cycle, from initiation to final closure. There is also a high-level Monitoring & Evaluation Framework and Business Plan, which are reviewed
and approved annually by the Board. Funding of the capital programme is clearly assigned and approved in the medium-term financial plan.

The CPCA is continually making improvements to its processes and the latest project highlight report was circulated in May 2020. These are reported
to the Board and Business Board on a regular basis along with a copy of the exceptions report which flags the projects rated as amber and red. A
performance dashboard is created each monthly from the highlight reports and circulated separately to each member of senior management team.

We have seen evidence that appropriate approval of the tender process has been performed. The Authority has access to, and regularly seeks, external
advice when required. For example, legal support on large complex projects such as the University of Peterborough and the Cambridgeshire Automated
Metro (CAM).

We also note that Internal Audit has issued substantial assurance on their reviews of Performance Management and Project Management.

Overall, we have observed a structured and well organised approach to the project management of the capital programme. The framework in place
supports the Authority’s objectives and assists the Board in decision making.
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Correspondence from a member of the public

In October 2019 information was brought to our attention in the form of correspondence from a member of the public. We considered this information to
be relevant for our consideration of the Authority’'s arrangements for the effective use of resources for 2019/20 and our subsequent value for money
conclusion. The letter highlighted concerns over the governance and accountability arrangements in respect of the loans given by the Authority to East
Cambridgeshire Trading Company (ECTC).

Summary of matters highlighted

The correspondence highlighted three key concerns:

1. How does the Authority assure itself on an ongoing basis that there are no conflicts of interest in its relationship with ECTC?

2. What are the arrangements that the Authority has in place to gain assurance on the robustness of ECTC's financial forecasts?

3. How is the Authority managing the risk of ECTC being unable to repay its loan commitments and how is this factored into the Authority's Medium Term
Financial Strategy?

Summary of procedures carried out by EY

We have made relevant enquiries to the Chief Financial Officer (CFO) and asked a series of question in respect of the three issues identified above. As these

procedures have formed part of our VFM work we have not carried out any testing of information provided but through requesting information and asking

guestions we have sought evidence that arrangements are in place. The CFO has responded promptly and comprehensively to all of our enquiries. We have

also been provided with the internal audit follow up report on ECTC loans (dated June 2020). We concur with their findings and do not repeat them here.

Background

ECTC was incorporated on 14 March 2016 as a wholly owned subsidiary of East Cambridgeshire District Council. Its principle business is providing
markets services, ground maintenance and property consultancy and development services.

On the 28 March 2018, the Authority's Board approved in principle a £6.5m two year loan to ECTC subject to the completion of the business case, due
diligence being undertaken and agreement of loan terms. The loan was to facilitate a housing development in Haddenham. In May 2018, the interim CFO
at the time reported on the due diligence that was undertaken to support the loan. This included due diligence by members of the Authority’'s Finance and
Legal teams, discussions with the Portfolio lead for Fiscal, discussions with the ECTC management team and advice from external treasury advisors. In
addition, specific legal advice was sought and obtained to develop a facilities agreement and provide assurance that all conditions precedent were met
prior to the first drawdown. The loan was then approved by the Chief Executive, Monitoring Officer and interim CFO. Details of the background to the
decision to approve the loan are included in the Officer Decision Notice. The loan facility agreement was signed on 26 November 2018.

The loan terms include the Authority having First Legal Charge over the land and housing assets of ECTC in relation to the loan. In addition to the re-
payment of the interest, the loan terms also include for the Authority an element of profit share. The Authority identified the provision of the loan facility
as ‘concept funding’, meaning that it was the first time the Authority had provided a loan to a third party on this basis and for the fulfilment of key
Authority strategic objectives. According to the CFO the principles of this first loan have been applied to subsequent loan applications.

On the 31 July 2019, the Authority agreed a further facility with ECTC to provide a £24m two year loan to ECTC for the purposes of delivering the MOD

Ely development.
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Consideration of the matters highlighted by the correspondence

1. How does the Authority assure itself on an ongoing basis that there are no conflicts of interest in its relationship with ECTC?

The Authority obtains its own Register of Interest forms from all Authority Board members and members of constituent authorities who sit on the
Authority's committees. This process is repeated for each municipal year. In addition, the monitoring officer reviews each loan arrangement and is
present at Board meetings to identify and advise on conflicts of interest. The Board members who made the decision to provide a loan to ECTC declared
no interests in the company.

These arrangements appear reasonable to identify potential or actual conflicts of interest.

2. What are the arrangements that the Authority has in place to gain assurance on the robustness of ECTC's financial forecasts?

The Authority places significant emphasis on the initial due diligence it carries out before it agrees loan facilities. The Authority uses the loan drawdown
process effectively as the valuation of the work in progress, on which the loan is being drawn. The Authority receives regular monitoring reports which
documents the process upon which the CFO then approves when satisfied.

These arrangements appear reasonable to identify potential or actual issues with ECTC's financial forecasts.

3. How is the Authority managing the risk of ECTC being unable to repay its loan commitments and how is this factored into the Authority's Medium
Term Financial Strategy?

The Authority aims to reduce the impact of the risk that ECTC cannot repay its loan commitments through the inclusion of loan terms providing it with
First Legal Charge over the land and housing assets of ECTC in relation to the loan. In addition, the Authority relies on the ongoing financial monitoring as
outlined above. The CFO is also required by the Investment Strategy (approved at the 25 March 2020 Board) to reqularly consider all investment loans
and if appropriate provide a loss allowance in the accounts, which will then also be reflected in the Medium Term Financial Strategy.

These arrangements appear reasonable to identify potential or actual risks if ECTC being unable to repay its loan commitments.
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Correspondence to the Mayor from the Minister for Regional Growth and Local Government
(MRGLG) and the Mayor's subsequent request to EY

On 13 July 2020 the MRGLG wrote to the Mayor to highlight concerns over the governance of the Authority. The letter was made public soon after. On 7
August 2020 the Mayor wrote to EY request our view, as external auditor, of CPCA’s governance arrangements in the context of the MRGLG letter.

We agreed to respond to your request on the basis of the auditor’s responsibilities under the Local Audit and Accountability Act 2014 and National Audit
Office's (NAO) 2015 Code of Audit Practice - in respect of the value for money conclusion.

We provided a response to the Mayor on 30 October drawing on matters that we had previously reported to Audit and Governance Committee and reporting
our consideration of other matters we determined to be relevant to our responsibilities as your external auditor and that had come to our attention
following the MRGLG letter.

Summary of procedures carried out by EY

We made relevant enquiries to one of the Interim Chief Executives, the Monitoring Officer and the Chief Financial Officer (CFO) and asked a series of

guestion in respect of the issues highlighted in the MRGLG letter. As these procedures have formed part of our VFM work we have not carried out any
testing of information provided but through requesting information and asking questions we have sought evidence that arrangements are in place. All
officers responded promptly and comprehensively to all of our enquiries.

We responded to the Mayor on 30 October and have shared our response with the Audit and Governance Committee.
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Consistency of other information published with the financial statements, including the Annual Governance Statement

We must give an opinion on the consistency of the financial and non-financial information in the Statement of Accounts 2019/20 with the audited
financial statements. We must also review the Annual Governance Statement for completeness of disclosures, consistency with other information from
our work, and whether it complies with relevant guidance.

Financial information in the Statement of Accounts 2019/20 and published with the financial statements was consistent with the audited financial
statements.

We have reviewed the Annual Governance Statement and can confirm it is consistent with other information from our audit of the financial statements
Management has agreed to update the statement to include Covid-19 related considerations as required by CIPFA. We have no other matters to report.

Whole of Government Accounts

We are not required to carry out any procedures on the Authority's Whole of Governance Accounts (WGA) submission as the Authority falls below the
National Audit Office (NAO) threshold.

Other powers and duties

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 Authority to consider it or to bring it to the attention of the public (i.e. “a report in the public interest”). We did not
identify any issues which required us to issue a report in the public interest.

We also have a duty to make written recommendations to the Authority, copied to the Secretary of State, and take action in accordance with our
responsibilities under the Local Audit and Accountability Act 2014. We did not identify any issues.
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%, Assessment of Control Environment

Financial controls

It is the responsibility of the Authority to develop and implement systems of internal financial control and to put in place proper arrangements to monitor
their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Authority has put adequate arrangements in
place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.

As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the nature,
timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of controls.

Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you significant
deficiencies in internal control.

We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in your
financial statements of which you are not aware. However, there is one matter we wish to report:

» The Authority has had to carry out procedures during the audit to collate declarations of interest made by members to help inform its accounting for
and disclosure of related party transactions and to support its assertions that the disclosures are complete. We have carried out our own procedures

to gain assurance that the disclosures are complete.
We recommend that the Authority puts in place a structured process for collating the declarations of interest made by members during Authority

committee and board meetings.
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Confirmation

We confirm that there are no changes in our assessment of independence since our confirmation in our audit plan dated 11 March 2019.

We complied with the FRC Ethical Standards and the requirements of the PSAA's Terms of Appointment. In our professional judgement the firm is
independent and the objectivity of the audit engagement partner and audit staff has not been compromised within the meaning of regulatory and
professional requirements.

We consider that our independence in this context is a matter which you should review, as well as us. It is important that you and your Audit &
Governance Committee consider the facts known to you and come to a view. If you would like to discuss any matters concerning our independence,
we will be pleased to do this at the meeting of the Audit & Governance Committee on 27 November 2020.

We confirm we have not undertaken any non-audit work outside the NAO Code requirements in relation to our work.

Relationships, services and related threats and safeqguards

The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and your Authority, and its directors and
senior management and its affiliates, including all services provided by us and our network to your Authority, its directors and senior management and
its affiliates, and other services provided to other known connected parties that we consider may reasonably be thought to bear on the our integrity or
objectivity, including those that could compromise independence and the related safequards that are in place and why they address the threats.

There are no relationships from 1 April 2019 to the date of this report, which we consider may reasonably be thought to bear on our independence and
objectivity.

Services provided by Ernst & Young

The table overleaf includes a summary of the fees that you have paid to us in the year ended 31 March 2020 in line with the disclosures set out in FRC
Ethical Standard and in statute.

As at the date of this report, there are no future services which have been contracted and no written proposal to provide non-audit services has been
submitted.
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Fee analysis

As part of our reporting on our independence, we set out below a summary of the fees paid for the year ended 31 March 2019.

We confirm that we have not undertaken non-audit work outside the NAO Code requirements. We have adopted the necessary safequards in completing
this work and complied with Auditor Guidance Note 1 issued by the NAO.

In our Audit Plan and subsequent reporting to the Audit & Governance Committee, we have communicated our proposal to increase the 2019/20 scale
fee and planned fees in March 2020. This proposal is currently being considered by PSAA as part of their national consideration of EY's fee proposals.

Final Fee Planned Fee Scale Fee Final Fee
2019/20 (£) 2019/20 (£) 2019/20 (£) | 2018/19 (£)

Scale Fee - Code work 26,950 26,950 26,950 26,950
Suggest uplift to scale fee 2,695 2,695

Additional fees (Note 1)

- VFMC significant risk 5,750 3,000-6,000 3,500
- Significant risk - incorrect capitalisation of revenue expenditure and REFCUS 1,000-2,000 1,000-2,000 1,500
- IAS 19 audit of pension liability & disclosures 3,700 2,500-4,000

- Correspondence from the public 3,050 2,500-4,000

- Impact of Covid-19 1,500

- Mayor's request in respect of correspondence with MRGLG 3,900

- CEO Severance - - 1,000
- Area of focus - Business Board transfer - - 2,400
Total audit fees TBC 38,645-45,645 26,950 35,350

All fees exclude VAT

Note 1: We have performed additional work as a result of the risks identified in this audit results report.
These items are outside of the PSAA scale fee and will be subject to agreement with the CFO and then PSAA.
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New UK Independence Standards

The Financial Reporting Council (FRC) published the Revised Ethical Standard 2019 in December and it will apply to accounting periods starting on or after
15 March 2020. A key change in the new Ethical Standard will be a general prohibition on the provision of non-audit services by the auditor (and its
network) which will apply to UK Public Interest Entities (PIEs). A narrow list of permitted services will continue to be allowed.

Summary of key changes

» Extraterritorial application of the FRC Ethical Standard to UK PIE and its worldwide affiliates

» A general prohibition on the provision of non-audit services by the auditor (or its network) to a UK PIE, its UK parent and worldwide subsidiaries

« A narrow list of permitted services where closely related to the audit and/or required by law or regulation

« Absolute prohibition on the following relationships applicable to UK PIE and its affiliates including material significant investees/investors:

« Tax advocacy services - Remuneration advisory services - Internal audit services - Secondment/loan staff arrangements

* An absolute prohibition on contingent fees.

* Requirement to meet the higher standard for business relationships i.e. business relationships between the audit firm and the audit client will only be
permitted if it is inconsequential.

» Permitted services required by law or requlation will not be subject to the 70% fee cap.

» Grandfathering will apply for otherwise prohibited non-audit services that are open at 15 March 2020 such that the engagement may continue until
completed in accordance with the original engagement terms.

* Arequirement for the auditor to notify the Audit & Governance Committee where the audit fee might compromise perceived independence and the
appropriate safequards.

* Arequirement to report to the audit committee details of any breaches of the Ethical Standard and any actions taken by the firm to address any
threats to independence. A requirement for non-network component firm whose work is used in the group audit engagement to comply with the same
independence standard as the group auditor. Our current understanding is that the requirement to follow UK independence rules is limited to the
component firm issuing the audit report and not to its network. This is subject to clarification with the FRC.

We do not provide any non-audit services which would be prohibited under the new standard.

Other communications

EY Transparency Report 2020

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity,
independence and integrity are maintained. Details of the key policies and processes in place within EY for maintaining objectivity and independence can
be found in our annual Transparency Report which the firm is required to publish by law. The most recent version of this Report is for the year end 30
June 2020: https://assets.ey.com/content/dam/ev-sites/ev-com/er%glé/éaE%uit-gfsléié%nsparencv-report-ZOZO/ev-uk-ZOZO-transparencv-report.pdf
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Required communications with the Audit & Governance Committee

There are certain communications that we must provide to the audit committees of UK clients. We have detailed these here together with a reference of
when and where they were covered:

Required
communications

Terms of engagement

Our responsibilities

Planning and audit
approach

Significant findings
from the audit

|i What is reported?

Confirmation by the Audit & Governance Committee of acceptance of terms of
engagement as written in the engagement letter signed by both parties.

Reminder of our responsibilities as set out in the engagement letter.

Communication of the planned scope and timing of the audit, any limitations and
the significant risks identified.

» Our view about the significant qualitative aspects of accounting practices
including accounting policies, accounting estimates and financial statement
disclosures

» Significant difficulties, if any, encountered during the audit

» Significant matters, if any, arising from the audit that were discussed with
management

» Written representations that we are seeking
» Expected modifications to the audit report

» Other matters if any, significant to the oversight of the financial reporting
process
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9 When and where

The statement of responsibilities serves as
the formal terms of engagement between
the PSAA's appointed auditors and
audited bodies

Audit Plan - March 2020
Audit Plan - March 2020

Audit Results Report - November 2020
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Our Reporting to you

Sc?r?\lrjrlmrue:ications |i What is reported? 9 When and where
Going concern Events or conditions identified that may cast significant doubt on the entity's ability No conditions or events were identified,
to continue as a going concern, including: either individually or together to raise any
» Whether the events or conditions constitute a material uncertainty doubt about the Authority’s ability to
» Whether the use of the going concern assumption is appropriate in the continue for the 12 months from the date
preparation and presentation of the financial statements of our report

» The adequacy of related disclosures in the financial statements

Misstatements » Uncorrected misstatements and their effect on our audit opinion Audit Results Report - November 2020
» The effect of uncorrected misstatements related to prior periods
» A request that any uncorrected misstatement be corrected
» Material misstatements corrected by management

Subsequent events » Enquiry of the Audit & Governance Committee where appropriate regarding Audit Results Report - November 2020
whether any subsequent events have occurred that might affect the financial

Fraud » Enquiries of the Audit & Governance Committee to determine whether they have Audit Results Report - November 2020
knowledge of any actual, suspected or alleged fraud affecting the Authority

» Any fraud that we have identified or information we have obtained that indicates
that a fraud may exist

» Unless all of those charged with governance are involved in managing the
Authority, any identified or suspected fraud involving:

a. Management;
b. Employees who have significant roles in internal control; or
c. Others where the fraud results in a material misstatement in the financial
statements.

» The nature, timing and extent of audit procedures necessary to complete the
audit when fraud involving management is suspected

» Any other matters related to fraud, relevant to Audit & Governance Committee
responsibility.
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Our Reporting to you

Reqmrec! . |i What is reported? 9 When and where
communications
Related parties Significant matters arising during the audit in connection with the Authority's Audit Results Report - November 2020

related parties including, when applicable:

» Non-disclosure by management

» Inappropriate authorisation and approval of transactions

» Disagreement over disclosures, Non-compliance with laws and regulations
» Difficulty in identifying the party that ultimately controls the Authority

Independence Communication of all significant facts and matters that bear on EY's, and all Audit Plan - March 2020 and
individuals involved in the audit, objectivity and independence. Audit Results Report - November 2020

Communication of key elements of the audit engagement partner’s consideration of
independence and objectivity such as:

» The principal threats
» Safequards adopted and their effectiveness
» An overall assessment of threats and safeguards

» Information about the general policies and process within the firm to maintain
objectivity and independence

Communications whenever significant judgments are made about threats to
objectivity and independence and the appropriateness of safeguards put in place.

For public interest entities and listed companies, communication of minimum
requirements as detailed in the FRC Revised Ethical Standard 2016:

» Relationships between EY, the company and senior management, its affiliates
and its connected parties

» Services provided by EY that may reasonably bear on the auditors’ objectivity
and independence

» Related safeguards

» Fees charged by EY analysed into appropriate categories such as statutory audit
fees, tax advisory fees, other non-audit service fees

» A statement of compliance with the Ethical Standard, including any non-EY firms
or external experts used in the audit Page 235 of 299
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Our Reporting to you

Required

N |i What is reported? 9 When and where
communications

» Details of any inconsistencies between the Ethical Standard and Authority’s
policy for the provision of non-audit services, and any apparent breach of that
policy

» Details of any contingent fee arrangements for non-audit services

» Where EY has determined it is appropriate to apply more restrictive rules than
permitted under the Ethical Standard

» The audit committee should also be provided an opportunity to discuss matters
affecting auditor independence

External confirmations » Management's refusal for us to request confirmations We have received all requested
» Inability to obtain relevant and reliable audit evidence from other procedures. confirmations

Consideration of laws » Subject to compliance with applicable regulations, matters involving identified or We have asked management and those

and regulations suspected non-compliance with laws and requlations, other than those which are charged with governance. We have not
clearly inconsequential and the implications thereof. Instances of suspected non- identified any material instances or non-
compliance may also include those that are brought to our attention that are compliance with laws and regulations
expected to occur imminently or for which there is reason to believe that they
may occur

» Enquiry of the audit committee into possible instances of non-compliance with
laws and regulations that may have a material effect on the financial statements
and that the Audit & Governance committee may be aware of

Significant deficiencies » Significant deficiencies in internal controls identified during the audit. Audit Results Report - November 2020
in internal controls

identified during the

audit
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Our Reporting to you

Hegriee |i What is reported? 9 When and where
communications

Written representations » Written representations we are requesting from management and/or those Audit Results Report - November 2020
charged with governance

Material inconsistencies » Material inconsistencies or misstatements of fact identified in other information  Audit Results Report - November 2020
or misstatements which management has refused to revise

Auditors report » Any circumstances identified that affect the form and content of our auditor’s Audit Results Report - November 2020
report
Fee Reporting » Breakdown of fee information when the audit plan is agreed Audit Plan - March 2020 and
» Breakdown of fee information at the completion of the audit Audit Results Report - November 2020

» Any non-audit work
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Management Rep Letter

o 4. As members of management of the Authority, we believe that the Authority has a

[To be prepared on the entity's letterhead] system of internal controls adequate to enable the preparation of accurate

27 November 2020 financial statements in accordance with the CIPFA LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2015720, that are free from

Suresh Patel material misstatement, whether due to fraud or eror. We have disclosed to you

Associate Partner any significant changes in our processes, conirols, policies and procedures that

Emst & Young LLP we have made to address the effects of the COVID-19 pandemic on our system

1 More London Place of internal controls.

London

SE1 1AF 5. We believe that the effects of any unadjusted audit differences, summarised in
the accompanying schedule, accumulated by you during the current audit and

Dear Suresh pertaining to the latest period presented are immaterial, both individually and in
the aggregate, to the financial statements taken as a whole. We have not
comected these differences identified by and brought to the attention from the

This letter of representations is provided in connection with your audit of the financial auditor on the grounds of materiality.

statements of Cambridgeshire & Peterborough Combined Authority (“the Authority”)

for the year ended 31 March 2020. We recognise that obtaining representations from B. Non-compliance with law and regulations, including fraud

us concerning the information contained in this letter is a significant procedure in

enabling you to form an opinion as to whether the financial statements give a true 1. We acknowledge that we are responsible to determine that the Authority’s

and fair view of the Authority financial position of Cambridgeshire & Peterborough activities are conducted in accordance with laws and regulations and that we are

Combined Authority as of 31 March 2020 and of its income and expendture for the responsible to identify and address any non-compliance with applicable laws and

year then ended in accordance with CIPFA LASAAC Code of Practice on Local regulations, including fraud.

Authority Accounting in the United Kingdom 2019/20.

_ . . 2. We acknowledge that we are responsible for the design, implementation and

We understand that the purpose of your audit of our financial statements is to maintenance of internal controls to prevent and detect fraud.

express an opinion thereon and that your audit was conducted in accordance with

Intemational Standards on Auditing (UK), which involves an examination of the i ;

accounting system, internal control and related data to the extent you considered 3 %Zpgzles%stgﬁeﬁsmmgrubg?nl:éﬁl; m:ﬁ:ﬁs::?ggp OE; ;:I:I;hai the

necessary in the circumstances, and is not designed to identify - nor necessarily be

expected to disclose - all fraud, shortages, errors and other irregularities, should any 4. We have no knowledge of any identified or suspected non-compliance with laws

exist.

Accordingly, we make the following representations, which are true to the best of our
knowledge and belief, having made such inquiries as we considered necessary for
the purpose of appropriately informing ourselves:

A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory authorities, for
the preparation of the financial statements in accordance with the Accounts and
Audit Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2018/20.

2. We acknowledge, as members of management of the Authority, our
responsibility for the fair presentation of the financial statements. We believe the
financial statements referred to above give a true and fair view of the financial
position, financial performance {or results of operations) and cash flows of the
Authority in accordance with the CIPFA LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2018/20, and are free of material
misstatements, including omissions. We have approved the financial
statements.

3. The significant accounting policies adopted in the preparation of the financial
statements are appropriately described in the financial statements.

Page 238 of 299

or regulations, including fraud that may have affected the Authority (regardiess of
the source or form and including without limitation, any allegations by
“whistleblowers™), including non-compliance matters:

» involving financial statements;

= related to laws and regulations that have a direct effect on the
determination of material amounts and disclosures in the Authority's
financial statements;

= related to laws and regulations that have an indirect effect on amounts
and disclosures in the financial statements, but compliance with which
may be fundamental to the operations of the Authority’s activities, its
ability to continue to operate, or to avoid material penalties;

=+ involving management, or employees who have significant roles in
intemal controls, or others; or

« in relation to any allegations of fraud, suspected fraud or other non-

compliance with laws and regulations communicated by employees,
former employees, analysts, regulators or others.
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Management representation letter (continued)

Management Rep Letter

C. Information Provided and Completeness of Information and Transactions

1.

We have provided you with:

= Access to all information of which we are aware that is relevant to the
preparation of the financial statements such as records, documentation and
other matters;

«  Additional information that you have requested from us for the purpose of
the audit, and

=  Unrestricted access o persons within the enfity from whom you determined
it necessary to obtain audit evidence.

All material transactions have been recorded in the accounting records and all
material transactions, events and conditions are reflected in the financial
statements, including those related to the COVID-19 pandemic

We have made available to you all minutes of the meetings of the Authority and
Audit & Governance Committee held through the year to the most recent
meeting on 27 November 2020.

We confirm the completeness of information provided regarding the identification
of related parties. We have disclosed to you the identity of the Authority’s related
parties and all related party relationships and transactions of which we are
aware, including sales, purchases, loans, fransfers of assets, liabiliies and
services, leasing amangements, guarantees, non-monetary transactions and
transactions for no consideration for the period ended, as well as related
balances due to or from such parties at the [period] end. These transactions
have been appropriately accounted for and disclosed in the financial statements.

We believe that the significant assumptions we used in making accounting
esfimates, including those measured at fair value, are reasonable.

We have disclosed to you, and the Authority has complied with, all aspects of
contractual agreements that could have a material effect on the financial
statements in the event of non-compliance, including all covenants, conditions or
other requirements of all outstanding debt.

From the date of our last management representation letter through the date of
this letter we have disclosed to you any unauthorised access to our information
technology systems that either occurred or to the best of our knowledge is
reasonably likely to have occurred based on our investigation, including of
reports submitted to us by third parties (including regulatory agencies, law
enforcement agencies and security consultants) , to the extent that such
unauthorised access to our information technology systems is reasonably likely
to have a material impact to the financial statements, in each case or in the

aggregate.
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D. Liabilities and Contingencies

1. All liabiliies and contingencies, including those associated with guarantees,
whether written or oral, have been disclosed to you and are appropriately
reflected in the financial statements.

2. We have informed you of all outstanding and possible litigation and claims,
whether. or.not they have been discussed with legal counsel.

3. We confirm there are no liabilities related to litigation and claims, both actual and
contingent, that require disclosure in the financial statements.

E. Subsequent Events

1. We confirm there have been no events subsequent o period end which require
adjustment of or disclosure in the financial statements or notes thereto.

F. Other information

1. We acknowledge our responsibility for the preparation of the other information.
The other information comprises the Narrative Report and the Annual
Governance Statement.

2. We confirm that the content contained within the other information is consistent
with the financial statements.

G. Retirement benefits

1. We agree that on the basis of the process established by us and having made
appropriate enquiries, we are satisfied that the actuarial assumptions underlying
the scheme liabilities are consistent with our knowledge of the business. All
significant retirement benefits and all settlements and curtailments have been
identified and properly accounted for.

2. We agree with the findings of the specialists that we engaged to evaluate the
Valuation of Pension Liabilities and have adequately considered the
qualifications of the specialists in determining the amounts and disclosures
included in the Authority financial statements and the underlying accounting
records. We did not give or cause any instructions to be given to the specialists
with respect to the values or amounts derived in an attempt to bias their work,
and we are not otherwise aware of any matters that have had an effect on the
independence or objectivity of the specialists.

3. We believe that the measurement processes, including related assumptions and
models, used to determine the accounting estimate(s) have been consistently
applied and are appropriate in the context of the CIPFA LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20.

4. We confirm that the significant assumptions used in making the valuation of the
pension liability appropriately reflect our intent and ability to cammy out specific
courses of action on behalf of the entity.

5 We confirm that the disclosures made in the Authority's financial statements with
respect to the accounting estimate(s) are complete and made in accordance with
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Management representation letter (continued)

the CIPFA LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2019720

6. We confirm that no adjustments are required to the accounting estimate(s) and
disclosures in the Authority’s financial statements due o subsequent events.

H. Use of the Work of a Specialist — Pension Liabilities

1.  We agree with the findings of the specialists that we engaged to evaluate the
Valuation of Pension Liabilities and have adequately considerad the
qualifications of the specialists in determining the amounts and disclosures
included in the Authority's financial statements and the underlying accounting
records. We did not give or cause any instructions to be given to the specialists
with respect to the values or amounts derived in an attempt to bias their work,
and we are not otherwise aware of any matters that have had an effect on the
independence or objectivity of the specialists.

I. Valuation of Pension Liabilities

1. We believe that the measurement processes, including related assumptions and
models, used to determine the accounting estimate(s) have been consistently
applied and are appropriate in the context of the CIPFA LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2019/20.

2. We confirm that the significant assumptions used in making the valuation of the
pension liability appropriately reflect our intent and ability to camry out specific
courses of action on behalf of the entity.

3. We confirm that the disclosures made in the Authority’s financial statements with
respect to the accounting estimate(s) are complete and made in accordance with
the CIPFA LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2019/720.

4. We confirm that no adjustments are required to the accounting estimate(s) and
disclosures in the Authority’s financial statements due to subsequent events.

Yours faithfuily,

Chief Financial Officer

Chair of the Audit & Governance Committee
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About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

© 2020 EYGM Limited.
All Rights Reserved.

ED None

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, or other professional advice. Please refer
to your advisors for specific advice.

ey.com
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Ernst & Young LLP  Tel: + 44 20 7951 2000 Item 8
1 More London PlaceFax: + 44 20 7951 1345

London ey.com
Building a better SE12AF
working world
Mr. James Palmer 30 October 2020
Mayor
Cambridgeshire and Peterborough Combined Authority Ref: CPCA/19-20/M1
72 Market Street Direct line: 020 7951 2340
Ely
CB7 4LS Email: SPatel22@uk.ey.com
Dear James

External Audit and Combined Authority Governance

We are writing in response to your email to EY dated 7 August 2020 where you requested our view, as
your external auditor, of CPCA’s governance arrangements in the context of the 13 July 2020 letter you
received from the Minister for Regional Growth and Local Government (MRGLG).

We agreed to respond to your request on the basis of the auditor’s responsibilities under the Local Audit
and Accountability Act 2014 and National Audit Office’s (NAO) 2015 Code of Audit Practice. It is useful to
clarify that these responsibilities require us to:

1. Form an opinion on CPCA’s financial statements; and

2. Consider whether CPCA has put in place ‘proper arrangements’ to secure economy, efficiency and
effectiveness on its use of resources. This is more commonly known as the value for money (VFM)
conclusion.

In respect of VFM, we are required to carry out a risk assessment against criteria specified by the NAO.
These comprise arrangements that CPCA has for:

e Taking informed decisions;
e Deploying resources in a sustainable manner; and
e Working with partners and other third parties.

In considering your VFM arrangements and carrying out the risk assessment we consider items such as
the annual governance statement. We are only required to determine whether there are any risks that we
consider significant, which the Code defines 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”.

You can find further details about the Code and the auditor’s responsibilities on the NAO’s website -
https://www.nao.org.uk/code-audit-practice/ . The Code has changed for financial years 1 April 2020
onwards. We would be happy to explain more about the role of the external auditor if you wish.

Our response in this letter is a combination of repeating matters that we have previously reported to
CPCA’s Audit and Governance Committee and reporting our consideration of the matters we have
determined to be relevant to our responsibilities as your external auditor and have come to our attention
following the MRCLG July letter.
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We include as Appendix 1 our consideration of the matters raised by the MRCLG in the July letter, as well
as other matters that have come to our attention following enquiries we have made with one of CPCA’s
interim joint Chief Executives (Kim Sawyer), the Monitoring Officer and the Section 73 Officer.

We are happy for you to share this letter with the MRCLG and we are also happy to meet with the MRCLG
or their representatives to provide any further information to this letter.

If you have any further queries or questions, then please let me know.

Yours sincerely

N -
Sell)

Suresh Patel
Associate Partner
For and on behalf of Ernst & Young LLP

cc. Kim Sawyer, Interim Joint Chief Executive
John Pye, Chair of the Audit & Governance Committee.

Appendix 1 — EY consideration of matters arising
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Ernst & Young LLP  Tel: + 44 20 7951 2000
1 More London PlaceFax: + 44 20 7951 1345
London ey.com

Building a better SE12AF

working world

APPENDIX 1 - EY consideration of matters arising

MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

1 | Factual errors in the Constitution.

We do not ‘audit’ the factual accuracy of the Constitution as
part of a Code audit unless we identify a risk relevant to our
responsibilities. Prior to the MRCLG we have not identified a
risk in relation to the Constitution.

We note that in May 2020, the document was amended to
reflect the Mayor’s appointment of political advisors. (which is
pertinent to other MRCLG issues).

As a result of the MRCLG letter, in August 2020 we made
enquires with officers about how they have assurance that the
Constitution is consistent with the statutory roles and
responsibilities of the CPCA.

Officers provided evidence about the single error identified in
the Constitution in respect of the Protocol on Appointments
within the Mayoral Office [which forms an Annex to the Officer
Employment Procedure Rules] and which was adopted in
September 2019. The error arose via advice from counsel and
has since been corrected.

The CPCA Board approved a revised Constitution in September
2020 following a review checking the statutory basis of the
contents.

We have no matters to report.
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MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

Employment Committee not always
part of senior executives’
appointments process.

We do not review the role of the Employment Committee in
senior executive appointments as part of a Code audit unless
we identify a risk relevant to our responsibilities. Prior to the
MRCLG letter we have not identified a risk in relation to the
role of the Employment Committee.

As a result of the MRCLG letter we made enquiries with officers
about the role of the Employment Committee and senior
executive appointments since April 2019.

The roles of interim joint Chief Executives were extended by
the Board in May 2019. The Section 73 Officer and the interim
Monitoring Officer were appointed at the same meeting. None
of these appointments were considered by the Employment
Committee. The terms of reference of the Committee state that
it should ‘make recommendations to CPCA on the appointment
and dismissal of the Monitoring Officer, S73 Officer and the
Chief Executive.” Officers’ view was that this does not include
interim appointments.

However, the Monitoring Officer appointment in March 2020
was approved directly by the Board rather than the
Employment Committee. Officers state that this was because
the interim Monitoring Officer was due to leave at the end of
March. In addition, officers highlight that the Employment
Committee was made up of 6 members of the 8 elected voting
members of the Board.

Officers have accepted MRCLG’s point that the Employment
Committee should have been involved in the appointment of
the Monitoring Officer.

The revisions to the Constitution referred to in 1 above now
state in the Officer Employment Procedure Rules that the
Employment Committee shall make interim appointments for
senior posts.

We note that CPCA has accepted that
the Employment Committee should have
considered the appointment of the
Monitoring Officer in March 2020.

We also note that CPCA has revised its
arrangements to require the
Employment Committee to make interim
senior executive appointments.
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MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

Failure to obtain all aspects of legal
advice for the appointment of Chief of
Staff.

We do not review the appointment of staff as part a Code audit
unless we identify a risk relevant to our responsibilities. Prior to
the MRCLG letter we have not identified a risk in respect the
appointment of staff.

As a result of the MRCLG letter we have now reviewed the
information provided by CPCA to MRCLG including their legal
advice and associated correspondence.

The matters relate to the appointment of political assistants
and the application of the rules on political restriction.

CPCA obtained legal advice at the time but have subsequently
accepted that the advice referred incorrectly to s.112 of Local
Government Act 1972 when it should have referred to Part | of
the Local Government and Housing Act 1989 and the Local
Government Officers (Political Restrictions) Regulations 1990,
which is applied to Combined Authorities by section 21(1)(b).

The appointments to the Mayor’s office had been made using
the Mayor’s General Power of Competence (GPC). MRCLG's
view is that the exercise of the GPC is subject to pre-
commencement limitations and so is subject to the 1989 Act in
relation to the appointment of staff.

MRCLG have stated that the CPCA, while not having the specific
power to appoint a political assistant to the Mayor, is able to
appoint an assistant to the Mayor, so long as that appointment
is made on merit, and the post should be one that is politically
restricted.

CPCA have agreed to update their protocol on political
appointments to reflect the position proposed by MRCLG.

This has since been reported to the September 2020 Board.
CPCA also agreed to incorporate the change into future
employment procurement rules.

We note that CPCA obtained legal advice
at the time of making the appointment.

We also note the CPCA have accepted
MRCLG’s view in respect of politically
restricted appointments and have since
revised its protocol and employment
procedures.
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MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

Delivery capacity of the CPCA needs
improvement.

Under the Code, as part of our value for money conclusion
(VFMC) responsibilities we consider at a high level the
arrangements that CPCA has in place for the year of audit to
deliver effective, efficient and economical use of its resources.
The Code specifically states that the auditor does not question
the merits of an entity’s policy decisions but focuses on the
arrangements relating to use of resources.

For 2019/20 we identified a VFMC risk around the
arrangements that CPCA had in place to manage the risks
associated to its ambitious programme of capital
developments. We will be reporting our detailed findings to the
30 November Audit & Governance Committee meeting. We
have found that CPCA did have in place for 2019/20 the proper
arrangements we would expect to see.

We will have no matters to report in the
VFMC part of the audit opinion for
2019/20.

The Lead Member for Finance and
Investment abstained from a vote on
reallocation of budgets in June '20.

We do not review all the all decisions made by the Board as
part a Code audit unless we identify a risk relevant to our
responsibilities. Prior to the MRCLG letter we have not
identified a risk in respect of decisions made by the Board on
budgets.

As a result of the MRCLG letter we made enquiries to officers to
understand the matter.

This relates to the 3 June 2020 Board meeting and as per the
minutes stems from the fact that the Lead Member for Finance
and Investment (LMF&I) indicated that he was not sufficiently
consulted on the Budget Monitor Update report (item 2.1). The
original version of the report had stated that the author was
the LMF&I, but it was subsequently changed to the Mayor. The
minutes record that the LMF&I had concerns over the lack of
member involvement in re-prioritising budgets as a result of C-
19 and in particular the significant increases to budgets

We note that CPCA accepts that the Lead
Member for Finance and Investment
should have been consulted on the
Budget Monitor Update reported to the
June Board meeting.
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associated with the Cambridge Autonomous Metro (CAM)
budget.

Officers have stated that the reason why the LMF&I was not
consulted on changes to the budget, is that the review of
priorities and budgets was a policy response to Covid-19 and as
the Mayor is the policy lead for the CPCA he led the review and
his name was included as the author of the paper (corrected
after the initial error). However, given that the review of
priorities and budgets had such a significant impact on the
finances of the CPCA, the S73 officer accepts that he should
have consulted the LMF&I. We have seen email exchanges
between the S73 Officer and the LMF&I which also suggest that
there was insufficient time allowed in drafting the Budget
Monitor Update report to enable effective consultation.
Officers have taken this as a lesson learned. The S73 Officer has
confirmed that the LMF&lI is being consulted on a further
update to the Budget for the November Board.

In May ‘21, there needs to be a full, N/A to the auditor’s Code responsibilities. None
open and transparent recruitment
process for the new CEO.
Disagreements between CPCA and the | As part of the VFMC risk assessment for 2019/20 we did not None
Greater Cambridgeshire Partnership identify any risks in relation to partnership working and as a
are hindering delivery. result have not considered the working relationship between
the C&PCA and the GCP.
Needs to be an improvement in local As part of the VFMC risk assessment for 2019/20 we did not None
partnership working arrangements. identify any risks in relation to partnership working.
MRCLG issues raised at the March '20
discussions with CPCA
The appointment of CPCA senior See 2 and 3 above n/a

officers and mayoral staff
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MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

10

The departure of the Chief Executive
and the Interim Chief Finance Officer

The Chief Executive left the employment of CPCA at the end of
September 2018 by mutual agreement with a severance
payment. We considered the lawfulness of CPCA’s decision
making and composition of the severance as part of the
2018/19 audit.

We verbally updated the March 2019 Audit & Governance
Committee that we had completed our procedures and found
that CPCA had followed proper processes. We provided written
details in the 17 September 2019 Audit Results Report.

The Interim Chief Finance Officer was dismissed in December
2018 (he had been in post since August). We considered this
matter as part of the 2018/19 audit. We obtained an
understanding of the reasons for his departure. We also
determined that as an interim appointment he was on a
contract that allowed CPCA to terminate the appointment with
no notice and no severance. CPCA sought legal advice to
support the decision. As there was no severance (i.e. an item of
account) in 2018/19, we did not report anything on this item to
the Committee. Officers have since informed us that CPCA had
reached financial settlement with the Interim Chief Finance
Officer and this is included as an item of expenditure in the
2019/20 accounts.

We have no matters to report other than
the findings we reported to the 27
September 2019 Audit & Governance
Committee.

11

The CPCA’s relationship with the
Greater Cambridge Partnership

See 7 above

None

12

An individual piece of legal advice on
the declaration of interests

We were not made aware of this issue at the time.

It relates to the Monitoring Officer advice to a Member on
declaration of interests at a Board meeting on 27 June 2018
regarding the report on Strategic Community Land Trust(CLT)
Programme Development. The minutes show that the Member
declared an interest and spoke on the item but did not vote.

We have no matters to report.
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MRCLG Issue (as per 13/7/20 letter)

EY considerations

EY conclusion

13

The governance of the CPCA

Whilst we have over the last 3 years identified risks relating to
governance as part of the VFMC we have not identified any
significant weaknesses.

Similarly, in respect of governance as outlined in CPCA’s Annual
Governance Statement, we have found the disclosures to be
consistent with our knowledge and understanding.

VFMC - history

CPCA was formed in early March 2017 and was required by
MRCLG to prepare accounts to 31.3.17. We were then required
to carry out a full Code audit but agreed with the NAO that our
VFMC work could be proportionate to the fact that the entity
was only in operation for 3 weeks of the year. Our 2016/17
VFMC focus was therefore relatively narrow.

For 2017/18 we identified a significant VFMC risk across all
three criteria on the basis that the entity was putting in place
its arrangements. This included governance. We carried out a
significant piece of work to consider those arrangements and
reported in detail as part of the Audit Results Report. We gave
an unqualified VFMC. We summarised this in the 2017/18
Annual Audit Letter.

For 2018/19 we identified four significant VFMC risks:

1. Follow up the 2017/18 ‘arrangements being put into place’

2. Focus on the governance of bringing the LEP into the entity

3. Risk associated with accelerating delivery of projects (we
actually found no examples of accelerated delivery)

4. Focus on the robustness of the Medium-Term Financial
Strategy (this involved reviewing the work carried out by a
consultant engaged by CPCA. We agreed with their findings
that there were no significant issues).

Our formal reporting to the Audit &
Governance Committee in Audit Results
Reports and Annual Audit Letters,
includes unqualified value for money
conclusions for 2016/17, 2017/18,
2018/19 and we anticipate the same for
2019/20.
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10

For risks 1 and 2 we were satisfied that there was sufficient
evidence to demonstrate that arrangements were in place. This
included reference to IA’s work on governance.

We reported our findings and conclusions in the 2018/19 Audit
Results Report and 2018/19 Annual Audit Letter.

For 2019/20, we identified the significant risk included in item 4
above.

14 | The funding of a charity ball We were made aware of this issue by the Interim CFO on 12 None
March 2019. The sums involved were less than £1,000 and the
explanation given was reasonable, and we concluded that this
was a matter that did not impact on auditor responsibilities.

15 | A member of the mayoral staff being See 3 above See 3 above

appointed as a prospective
parliamentary candidate
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A) CAMBRIDGESHIRE | JAMES PALMER
¢/ /) & PETERBOROUGH | CAMBRIDGESHIRE &

ltem 8

W\ COMBINED AUTHORITY | PETERBOROUGH MAYOR

Mayor’s Office CPCA
72 Market Street

Ely

CB7 4LS

27 November 2020

Suresh Patel
Associate Partner
Ernst & Young LLP

1 More London Place
London

SE1 1AF

Dear Suresh

This letter of representations is provided in connection with your audit of the financial
statements of Cambridgeshire & Peterborough Combined Authority (“the Authority”) for the
year ended 31 March 2020. We recognise that obtaining representations from us
concerning the information contained in this letter is a significant procedure in enabling you
to form an opinion as to whether the financial statements give a true and fair view of the
Authority financial position of Cambridgeshire & Peterborough Combined Authority as of 31
March 2020 and of its income and expenditure for the year then ended in accordance with
CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2019/20.

We understand that the purpose of your audit of our financial statements is to express an
opinion thereon and that your audit was conducted in accordance with International
Standards on Auditing (UK), which involves an examination of the accounting system,
internal control and related data to the extent you considered necessary in the
circumstances, and is not designed to identify - nor necessarily be expected to disclose - all
fraud, shortages, errors and other irregularities, should any exist.

Accordingly,\we make the following representations, which are true to the best of our
knowledge and.beliefi,having made such inquiries as we considered necessary for the
purpose of appropriately informing ourselves:

A. Financial Statements and\Financial Records

1. We have fulfilled our respansibilities, under the relevant statutory authorities, for the
preparation of the financial statements in accordance with the Accounts and Audit
Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2019/20.

2.  We acknowledge, as members of management of the Authority, our responsibility for the
fair presentation of'the financial statements. We believe the financial statements
referred to above give a true and fair view of the financial position, financial performance
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(or results of operations) and cash flows of the Authority in accordance with the CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2019/20, and are free of material misstatements, including omissions. We have
approved the financial statements.

The significant accounting policies adopted in the preparation of the financial statements
are appropriately described in the financial statements.

As members of management of the Authority, we believe that the Authority has a
system of internal controls adequate to enable the preparation of accurate financial
statements in accordance with the CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20, that are free from material misstatement,
whether due to fraud or error. We have disclosed to you any significant changes in our
processes, controls, policies and procedures that we have made to address the effects
of the COVID-19 pandemic on our system of internal controls.

We believe that the effects of any unadjusted audit differences, summarised in the
accompanying schedule, accumulated by you during the current audit and pertaining to
the latest period presented are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole. We have not corrected these differences
identified by and brought to the attention from the auditor on the grounds of materiality.

B. Non-compliance with law and regulations, including fraud

1.

We acknowledge that we are responsible to determine that the Authority’s activities are
conducted in accordance with laws and regulations and that we are responsible to
identify and address any non-compliance with applicable laws and regulations, including
fraud.

We acknowledge that we are responsible for the design, implementation and
maintenance of internal controls to prevent and detect fraud.

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

We have no knowledge of any identified or suspected non-compliance with laws or
regulations, including fraud that may have affected the Authority (regardless of the
seurce or form and including without limitation, any allegations by “whistleblowers”),
including non-compliance matters:

e involvingfinancial statements;

o related to laws and regulations that have a direct effect on the determination of
material amounts and disclosures in the Authority’s financial statements;

¢ related to'laws and regulations that have an indirect effect on amounts and
disclosures in the financial statements, but compliance with which may be
fundamental to the operations of the Authority’s activities, its ability to continue to
operate, or tg avoid material penalties;

¢ involving management, or employees who have significant roles in internal
controls, of others; or
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e inrelation to any allegations of fraud, suspected fraud or other non-compliance
with laws and regulations communicated by employees, former employees,
analysts, regulators or others.

C. Information Provided and Completeness of Information and Transactions

1.

We have provided you with:

e Access to all information of which we are aware that is relevant to the preparation of
the financial statements such as records, documentation and other matters;

¢ Additional information that you have requested from us for the purpose of the audit;
and

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

All material transactions have been recorded in the accounting records and all material
transactions, events and conditions are reflected in the financial statements, including
those related to the COVID-19 pandemic

We have made available to you all minutes of the meetings of the Authority and Audit &
Governance Committee held through the year to the most recent meeting on 27
November 2020.

We confirm the completeness of information provided regarding the identification of
related parties. We have disclosed to you the identity of the Authority’s related parties
and all related party relationships and transactions of which we are aware, including
sales, purchases, loans, transfers of assets, liabilities and services, leasing
arrangements, guarantees, non-monetary transactions and transactions for no
consideration for the period ended, as well as related balances due to or from such
parties at the [period] end. These transactions have been appropriately accounted for
and disclosed in the financial statements.

We believe that the significant assumptions we used in making accounting estimates,
including those measured at fair value, are reasonable.

We, have disclosed to you, and the Authority has complied with, all aspects of
contractual agreements that could have a material effect on the financial statements in
the eventof nep-compliance, including all covenants, conditions or other requirements
of‘all outstanding debt.

From the date of our last management representation letter through the date of this
letter we have disclosed to you any unauthorised access to our information technology
systems that either occurred or to the best of our knowledge is reasonably likely to have
occurred based on our investigation, including of reports submitted to us by third parties
(including regulatoryagencies, law enforcement agencies and security consultants) , to
the extent that such/unauthorised access to our information technology systems is
reasonably likely to/have a material impact to the financial statements, in each case or
in the aggregate.

D. Liabilities and Caontingencies
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All liabilities and contingencies, including those associated with guarantees, whether
written or oral, have been disclosed to you and are appropriately reflected in the
financial statements.

We have informed you of all outstanding and possible litigation and claims, whether or
not they have been discussed with legal counsel.

We confirm there are no liabilities related to litigation and claims, both actual and
contingent, that require disclosure in the financial statements.

. Subsequent Events

We confirm there have been no events subsequent to period end which require
adjustment of or disclosure in the financial statements or notes thereto.

. Other information

We acknowledge our responsibility for the preparation of the other information. The
other information comprises the Narrative Report and the Annual Governance
Statement.

We confirm that the content contained within the other information is consistent with the
financial statements.

. Retirement benefits

We agree that on the basis of the process established by us and having made
appropriate enquiries, we are satisfied that the actuarial assumptions underlying the
scheme liabilities are consistent with our knowledge of the business. All significant
retirement benefits and all settlements and curtailments have been identified and
properly accounted for.

We agree with the findings of the specialists that we engaged to evaluate the Valuation
of Pension Liabilities and have adequately considered the qualifications of the
specialists in determining the amounts and disclosures included in the Authority financial
statements and the underlying accounting records. We did not give or cause any
instructions to be given to the specialists with respect to the values or amounts derived
in.an attempt to bias their work, and we are not otherwise aware of any matters that
have had an effect on the independence or objectivity of the specialists.

We believe that'the.measurement processes, including related assumptions and
models, used to determine the accounting estimate(s) have been consistently applied
and are appropriate in the context of the CIPFA LASAAC Code of Practice on Local
Authority Aceounting in the United Kingdom 2019/20.

We confirm that the significant assumptions used in making the valuation of the pension
liability appropriately reflect our intent and ability to carry out specific courses of action
on behalf of the entity.

We confirm that the disclosures made in the Authority’s financial statements with
respect to the accounting estimate(s) are complete and made in accordance with the
CIPFA LASAAC @ode.of Practice on Local Authority Accounting in the United Kingdom
2019/20.
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We confirm that no adjustments are required to the accounting estimate(s) and
disclosures in the Authority’s financial statements due to subsequent events.

H. Use of the Work of a Specialist — Pension Liabilities

1.

We agree with the findings of the specialists that we engaged to evaluate the Valuation
of Pension Liabilities and have adequately considered the qualifications of the
specialists in determining the amounts and disclosures included in the Authority’s
financial statements and the underlying accounting records. We did not give or cause
any instructions to be given to the specialists with respect to the values or amounts
derived in an attempt to bias their work, and we are not otherwise aware of any matters
that have had an effect on the independence or objectivity of the specialists.

I. Valuation of Pension Liabilities

1.

We believe that the measurement processes, including related assumptions and models,
used to determine the accounting estimate(s) have been consistently applied and are
appropriate in the context of the CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2019/20.

We confirm that the significant assumptions used in making the valuation of the pension
liability appropriately reflect our intent and ability to carry out specific courses of action
on behalf of the entity.

We confirm that the disclosures made in the Authority’s financial statements with respect
to the accounting estimate(s) are complete and made in accordance with the CIPFA
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2019/20.

We confirm that no adjustments are required to the accounting estimate(s) and
disclosures in the Authority’s financial statements due to subsequent events, except for
those include in the accompanying schedule.

Yours faithfully,

Chief Financial Officer

Chair of the Audit & Governance Committee
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Unadjusted Audit Differences Schedule

1. Pension Liability (IAS 19): There has been an increase of £0.170 million in the
pension liability as a result of the updated pension fund asset valuations. This is due
to the timing of the valuations performed by the actuary. Given the changes are
immaterial and retrospectively updating an accounting estimate, we have chosen to
not amend the original figures in the statement of accounts.

2. Understatement of creditors and expenditure of £0.382 million — EY testing of
unrecorded liabilities identified two invoices received in 2020/21 which should have
been accrued for in the statement of accounts as they related to expenditure incurred
by the Authority in 2019/20. Given the invoices are immaterial, we have chosen to
not amend the original figures in the statement of accounts.
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CAMBRIDGESHIRE AND PETERBOROUGH COMBINED
AUTHORITY

Internal Audit Strategy 2020/21 - 2024/25 (including the 2020/21 Internal Audit Plan)

Presented at the Audit & Governance Committee meeting of 27 November 2020

This report is solely for the use of the persons to whom it is addressed.
To the fullest extent permitted by law, RSM Risk Assurance Services LLP
will accept no responsibility or liability in respect of this report to any other party.
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EXECUTIVE SUMMARY

Our Internal Audit Plan for 2020/21 is presented for consideration by the Audit Committee.

As the developments continue around the COVID-19 pandemic, we understand this will continue to impact on all areas of the organisation’s risk profile, we will
work closely with management to deliver an internal audit programme which remains flexible and ‘agile’ to ensure it meets your needs in the current
circumstances.

The key points to note from our plan are:

2020/21 Internal Audit priorities: Internal audit activity for 2020/21 is based on analysing your corporate objectives, risk profile and
assurance arrangements as well as other factors affecting you in the year ahead, including changes within the sector.

Specifically, our audit areas are linked into the Combined Authority’s Risk Register and the proposed areas have been identified following
discussions with the CMT during meetings held in October 2020. Our detailed plan for 2020/21 is included at Section 2.

Level of Resource: The level of resource required to deliver the proposed plan for 2020/21 plan has been discussed and agreed with the
Chief Finance Officer. The plan details areas highlighted as part of the recent audit needs assessment process undertaken with the CMT,
which were highlighted as priority areas for audit coverage in 2020/21.

Committee Development Session: We have agreed with the Combined Authority to hold a development session for the members of the
Audit & Governance Committee on developing your internal audit service ahead of the 2021/22 financial year, this will include the role of
internal audit, our approach, methodology, reporting and how the Combined Authority can benefit from the value of Internal Audit.

Core Assurance: The core assurance pieces for the 2020/21 audit plan includes the review of Key Financial Controls which have been
planned to consider the Accounts Payable function which is being developed by the Combined Authority during quarter three and four of the
2020/21 financial year. In addition, as part of our work to support and inform the Head of Internal Audit Opinion we will review the
effectiveness of the organisations Risk Management arrangements.

‘Agile’ approach: Our approach to working with you will always be one where we will respond to your changing assurance needs, which is
particularly important in light of the COVID-19 pandemic. By employing ‘agile’ or a ‘flexible’ approach to our service delivery, we are able to
change the focus of audits / audit delivery; keeping you informed of these changes in our progress papers to Audit & Governance committee
during the year.
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1. YOUR INTERNAL AUDIT PLAN 2020/21

Our approach to developing your internal audit plan is based on analysing your corporate objectives, risk profile and assurance
framework as well as other, factors affecting Cambridgeshire and Peterborough Combined Authority in the year ahead, including
changes within the sector.

Risk management processes

In developing our Internal Audit Strategy, we have met with the officers detailed below to gain a thorough understanding of the current issues faced by the
Combined Authority. We have also reviewed the Risk Register to gain an understanding of the key risks facing the organisation together with the controls in
place to manage them:

e Kim Sawyer — Joint CEO e Anne Gardiner — Scrutiny Officer

e John Hill — Joint CEO e Robert Fox — Scrutiny Officer

e Jon Alsop — Chief Finance Officer e Jon Pye — Audit and Governance Committee Chair

e Robert Parkin — Chief Legal Officer (LMO) e Steve Crabtree — Head of Internal Audit (Peterborough City
e Paul Raynes — Delivery & Strategy Director Council)

e Roger Thompson — Housing Director e Suresh Patel — Ernst & Young LLP (External Auditors)

Figure A: Audit considerations — sources considered when developing the Internal Audit Strategy.
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| ON-GOING ANALYSIS THROUGH ENGAGEMENT WITH MANAGEMENT AND THE AUDIT COMMITTEE

Based on our understanding of the organisation, the information provided to us by stakeholders, and the regulatory requirements, we have developed an
annual internal plan for the coming year and a high level strategic plan (see Section 2 and Appendix B for full details).




2. INTERNAL AUDIT PLAN 2020/21

The table below shows each of the reviews that we propose to undertake as part of the internal audit plan for 2020/21. The table details the linked strategic
objectives which may warrant internal audit coverage. This allows us to ensure that the proposed plan will meet the organisation’s assurance needs for the
forthcoming and future years. As well as assignments designed to provide assurance or advisory input around specific risks, the strategy also includes time
for tracking the implementation of actions and an audit management allocation.

Objective of the review Audit approach  Proposed timing Proposed Audit

Committee

Risk Based Assurance

Impact of COVID-19 on CPCA delivery of projects Risk Based March 2021 April 2021
Proposed Audit Coverage:

To provide assurance over the governance arrangements in place to monitor and manage the
delivery of projects of the Combined Authority following the disruption of the COVID-19 pandemic.

Risk ID 16: Disruption of the delivery of the Combined Authority objectives.

Climate Change Risk Based January 2021 April 2021

Proposed Audit Coverage:

To review the arrangements in place for the Combined Authority’s role in approaching climate
change. Our review will consider the responses received by the Combined Authority to its
questionnaire to the public in October/November 2020, subsequent road-map and actions plans.

Risk ID 18: Climate change related events, policies and political pressures

Appointments to Boards and Committees sponsored by the Combined Authority Risk Based January 2021 April 2021

Proposed Audit Coverage:

To provide assurance over the processes in place for the appointment of Members to the
Combined Authority’s Boards and Committees. The review could consider the following key
areas:

Board Appointment Plan and Procedures;
Attendance;

Effectiveness reviews;

Member skills consideration;

Succession Planning;

Code of Conduct; and

Declarations of Interest.

Risk ID 6: Lack of structural resilience / insufficient internal resources




Objective of the review Audit approach  Proposed timing Proposed Audit

Committee
Core Assurance

Grant Verification - Additional Dedicated Home to School and College Transport Compliance February 2021 April 2021
Proposed Audit Coverage:

The verification of grants received by the Combined Authority and distributed to the relevant
constituent councils. This will include a review of compliance of the constituent councils with the
terms and conditions associated with monies provided by government bodies to support the
relevant expenditure.

Risk Management Systems based November 2020  January 2021
Proposed Audit Coverage:

e The arrangements in place for the identification of key risks threatening the achievement of the
organisation’s objectives and the documenting of these on the risk register together with the
controls in place to manage these; and

e The effectiveness of arrangements in place for monitoring the management of key risks at
Board and Committee level, including the use of the Assurance Framework as a tool to deliver
this.

We will utilise a risk management culture questionnaire as part of our audit approach to gauge the
views of staff throughout the organisation on the effectiveness of risk management arrangements
in place.

Key Financial Controls — Accounts Payable Key Controls November 2020  January 2021

Proposed Audit Coverage: Compliance

To provide assurance that the Combined Authority has appropriate and effective financial controls
in place for its Accounts Payable function with a particular focus on;

e Supplier set up and amendments;

e Purchasing controls and payment of invoices to suppliers;
e Use and management of Procurement Cards; and

e Payment runs and purchase ledger reconciliations.

Risk ID 10: Absence of Resource Planning & Financial Management.




Objective of the review Audit approach  Proposed timing Proposed Audit

Committee
IT Controls Assessment Systems based January 2021 April 2021

Proposed Audit Coverage:
An assessment of the overall general IT control framework with an audit methodology underpinned

by best practice standards. The review will also produce a key controls gap analysis against a
range of IT control objectives to inform a follow up remediation plan (where applicable) and will
also be used to inform and direct future years IT audit coverage.

Risk ID 14: Disruption to the operation of the Combined Authority.

Other Internal Audit Activity

Follow up - To meet internal auditing standards, and to provide assurance on action taken to N/A March 2021 April 2021
address recommendations previously agreed by management.

Advice and Consultancy - To provide advice on an ongoing basis on all aspects of governance, N/A Ongoing Ongoing
risk management and internal control.

Management N/A Ongoing Ongoing
This will include:

e Annual planning;

e Preparation for, and attendance at, audit and governance committee;

e Regular liaison and progress updates;

e Liaison with external audit and other assurance providers;

e Preparation of the annual opinion.

A detailed planning process will be completed for each review, and the final scope will be documented in an Assignment Planning Sheet. This will be issued
to the key stakeholders for each review.

2.1 Working with other assurance providers

The Audit & Governance Committee is reminded that internal audit is only one source of assurance and through the delivery of our plan we will not, and do
not, seek to cover all risks and processes within the organisation.

We will however continue to work closely with other assurance providers, such as external audit to ensure that duplication is minimised, and a suitable
breadth of assurance obtained.




APPENDIX A: YOUR INTERNAL AUDIT SERVICE

Your internal audit service is provided by RSM Risk Assurance Services LLP. The team will be led by Dan Harris as your Head of
Internal Audit, supported by Jay Desai as your client manager.

Core team

The delivery of the 2020/21 audit plan will be based around a core team. However, we will complement the team with additional specialist skills where
required, for example Technology risk specialists for the IT audit.

Conformance with internal auditing standards

RSM affirms that our internal audit services are designed to conform to the Public Sector Internal Audit Standards (PSIAS).

Under PSIAS, internal audit services are required to have an external quality assessment every five years. Our risk assurance service line commissioned an
external independent review of our internal audit services in 2016 to provide assurance whether our approach meets the requirements of the International
Professional Practices Framework (IPPF) published by the Global Institute of Internal Auditors (l1A) on which PSIAS is based.

The external review concluded that “there is a robust approach to the annual and assignment planning processes and the documentation reviewed was
thorough in both terms of reports provided to audit committee and the supporting working papers.” RSM was found to have an excellent level of conformance
with the lIA’s professional standards.

The risk assurance service line has in place a quality assurance and improvement programme to ensure continuous improvement of our internal audit
services. Resulting from the programme, there are no areas which we believe warrant flagging to your attention as impacting on the quality of the service we
provide to you.

Conflicts of interest

We are not aware of any relationships that may affect the independence and objectivity of the team, and which are required to be disclosed under internal
auditing standards.




APPENDIX B: INTERNAL AUDIT STRATEGY 2020 - 2025

The table below shows an overview of the audit coverage to be provided through RSM's delivery of the internal audit strategy. This has
been derived from the process outlined in Section 1 above, as well as our own view of the risks facing the sector as a whole.

Internal Audit — Third Line of Assurance

(Independent review / assurance)

Audit Area Linked Risk Ref

Climate Change Strategy Risk ID 18: Climate change v v
related events, policies and
political pressures

COVID-19 — Impact of COVID-19 on Risk ID 16: Disruption of the v
CPCA delivery of Projects delivery of the Combined
Authority objectives.
Appointments to Boards and Committees  Risk ID 6: Lack of structural v
sponsored by the Combined Authority resilience / insufficient internal
resources
Government Funding Risk ID 8: Ambitious and long v v

stalled programmes cannot
proceed due to lack of
government funding and or
private investment

Public Communication and Perception v

Political Changes and Priorities Risk ID 4: Changes in Political v
Management which could lead a
change of priorities for CPCA

Brexit Risk ID 7: Potential impact of v
Brexit on delivery of the




Combined Authority's Growth
Ambition Programme

Partnerships and Collaboration Risk ID 10: Absence of Resource v
Planning & Financial
Management
Strategic Planning and Partnerships Risk ID 10: Absence of Resource v
Planning & Financial
Management
The Business Board v v
Local Industry Strategy Risk ID 8: Ambitious and long v

stalled programmes cannot
proceed due to lack of
government funding and or
private investment

Local Transport Plan Risk ID 8: Ambitious and long v
stalled programmes cannot
proceed due to lack of
government funding and or
private investment

Skills Strategy Risk ID 8: Ambitious and long v
stalled programmes cannot
proceed due to lack of
government funding and or
private investment

IT Controls Assessment / IT Strategy Risk ID 14: Disruption to the v v
operation of the Combined
Authority.
Cyber Security/ Network Security Risk ID 14: Disruption to the v v
operation of the Combined
Authority
Information Governance v
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Remote Working and Operational
Resilience

Risk ID 16: Disruption to the
operation of the Combined
Authority.

Digitalisation

Corporate Governance

Risk ID 6: Lack of structural
resilience / insufficient internal
resources

Governance, Transparency and Decision
Making

Risk ID 6: Lack of structural
resilience / insufficient internal
resources

Subsidiary Governance

Risk ID 6: Lack of structural
resilience / insufficient internal
resources

Project Planning and Delivery

(could include deep dives into key
projects such as Adult Education Budget,
Affordable Housing, £100k Homes)

Risk ID 8: Ambitious and long
stalled programmes cannot
proceed due to lack of
government funding and or
private investment

Business Continuity and Disaster
Recovery

Risk ID 14: Disruption to the
operation of the Combined
Authority.

Procurement and Contract Management

Risk ID 10: Absence of Resource
Planning & Financial
Management

Fraud Risk Assessment

Risk ID 14: Disruption to the
operation of the Combined
Authority.

Capital Programme

Risk ID 10: Absence of Resource
Planning & Financial
Management

Financial Planning and Delivery

Risk ID 10: Absence of Resource
Planning & Financial
Management

1"




People Management Risk ID 10: Absence of Resource v
Planning & Financial
Management
Recruitment Risk ID 10: Absence of Resource
Planning & Financial
Management
Data Quality and Performance
Management
Grant Verification v v v
Risk Management v v v
Key Financial Controls Risk ID 10: Absence of Resource v v v
Planning & Financial
Management.
Payroll Risk ID 10: Absence of Resource
Planning & Financial
Management.
Follow Up v v v

12




APPENDIX C: INTERNAL AUDIT CHARTER
Need for the charter

This charter establishes the purpose, authority and responsibilities for the internal audit service for Cambridgeshire and Peterborough Combined Authority.
The establishment of a charter is a requirement of the Public Sector Internal Audit Standards (PSIAS) and approval of the charter is the responsibility of the
audit committee.

The internal audit service is provided by RSM Risk Assurance Services LLP (“RSM”).

We plan and perform our internal audit work with a view to reviewing and evaluating the risk management, control and governance arrangements that the
organisation has in place, focusing in particular on how these arrangements help you to achieve its objectives. The PSIAS encompass the mandatory
elements of the Institute of Internal Auditors (IIA) International Professional Practices Framework (IPPF) as follows:

e Core principles for the professional practice of internal auditing;
e Definition of internal auditing;
e Code of ethics; and

e The Standards.

Mission of internal audit

As set out in the PSIAS, the mission articulates what internal audit aspires to accomplish within an organisation. Its place in the IPPF is deliberate,
demonstrating how practitioners should leverage the entire framework to facilitate their ability to achieve the mission.

“To enhance and protect organisational value by providing risk-based and objective assurance, advice and insight”.

Independence and ethics

To provide for the independence of internal audit, its personnel report directly to the Partner, Dan Harris (acting as your head of internal audit). The
independence of RSM is assured by the internal audit service reporting to the chief executive, with further reporting lines to the Chief Financial Officer.

The head of internal audit has unrestricted access to the chair of audit committee to whom all significant concerns relating to the adequacy and effectiveness
of risk management activities, internal control and governance are reported.

13




Conflicts of interest may arise where RSM provides services other than internal audit to Cambridgeshire and Peterborough Combined Authority. Steps will be
taken to avoid or manage transparently and openly such conflicts of interest so that there is no real or perceived threat or impairment to independence in
providing the internal audit service. If a potential conflict arises through the provision of other services, disclosure will be reported to the audit committee. The
nature of the disclosure will depend upon the potential impairment and it is important that our role does not appear to be compromised in reporting the matter
to the audit committee. Equally we do not want the organisation to be deprived of wider RSM expertise and will therefore raise awareness without
compromising our independence.

Responsibilities

In providing your outsourced internal audit service, RSM has a responsibility to:

e Develop a flexible and risk based internal audit strategy with more detailed annual audit plans. The plan will be submitted to the audit committee for
review and approval each year before work commences on delivery of that plan.

e Implement the internal audit plan as approved, including any additional tasks requested by management and the audit committee.

e Ensure the internal audit team consists of professional audit staff with sufficient knowledge, skills, and experience.

e Establish a quality assurance and improvement program to ensure the quality and effective operation of internal audit activities.

e Perform advisory activities where appropriate, beyond internal audit’s assurance services, to assist management in meeting its objectives.

e Bring a systematic disciplined approach to evaluate and report on the effectiveness of risk management, internal control and governance processes.

e Highlight control weaknesses and required associated improvements together with corrective action recommended to management based on an
acceptable and practicable timeframe.

e Undertake follow up reviews to ensure management has implemented agreed internal control improvements within specified and agreed timeframes.
e Report regularly to the audit committee to demonstrate the performance of the internal audit service.

For clarity, we have included the definition of ‘internal audit’, ‘senior management’ and ‘board’.

e Internal audit — a department, division, team of consultant, or other practitioner (s) that provides independent, objective assurance and consulting services
designed to add value and improve an organisation’s operations. The internal audit activity helps an organisation accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and improve the effectiveness of governance, risk management and control processes.

e Management team who are the team of individuals at the highest level of organisational management who have the day-to-day responsibilities for
managing the organisation.

14




Combined Authority Board - The highest-level governing body charged with the responsibility to direct and/or oversee the organisation’s activities and
hold organisational management accountable. Furthermore, “board” may refer to a committee or another body to which the governing body has delegated
certain functions (eg an audit committee).

Client care standards

In delivering our services we require full cooperation from key stakeholders and relevant business areas to ensure a smooth delivery of the plan. We
proposed the following KPIs for monitoring the delivery of the internal audit service:

Discussions with senior staff at the client take place to confirm the scope four weeks before the agreed audit start date.
Key information such as: the draft assignment planning sheet are issued by RSM to the key auditee four weeks before the agreed start date.

The lead auditor to contact the client to confirm logistical arrangements at least 10 working days before the commencement of the audit fieldwork to
confirm practical arrangements, appointments, debrief date etc.

Fieldwork takes place on agreed dates with key issues flagged up immediately.

A debrief meeting will be held with audit sponsor at the end of fieldwork or within a reasonable time frame.

Draft reports will be issued within 10 working days of the debrief meeting and will be issued by RSM to the agreed distribution list / Sharefile.
Management responses to the draft report should be submitted to RSM.

Within three working days of receipt of client responses the final report will be issued by RSM to the assignment sponsor and any other agreed recipients
of the report.

Authority

The internal audit team is authorised to:

Have unrestricted access to all functions, records, property and personnel which it considers necessary to fulfil its function.
Have full and free access to the audit committee.
Allocate resources, set timeframes, define review areas, develop scopes of work and apply techniques to accomplish the overall internal audit objectives.

Obtain the required assistance from personnel within the organisation where audits will be performed, including other specialised services from within or
outside the organisation.

The head of internal audit and internal audit staff are not authorised to:

Perform any operational duties associated with the organisation.
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e Initiate or approve accounting transactions on behalf of the organisation.

e Direct the activities of any employee not employed by RSM unless specifically seconded to internal audit.

Reporting

An assignment report will be issued following each internal audit assignment. The report will be issued in draft for comment by management, and then issued
as a final report to management, with the executive summary being provided to the audit committee. The final report will contain an action plan agreed with
management to address any weaknesses identified by internal audit.

The internal audit service will issue progress reports to the audit committee and management summarising outcomes of audit activities, including follow up
reviews.

As your internal audit provider, the assignment opinions that RSM provides the organisation during the year are part of the framework of assurances that
assist the board in taking decisions and managing its risks.

As the provider of the internal audit service we are required to provide an annual opinion on the adequacy and effectiveness of the organisation’s
governance, risk management and control arrangements. In giving our opinion it should be noted that assurance can never be absolute. The most that the
internal audit service can provide to the board is a reasonable assurance that there are no major weaknesses in risk management, governance and control
processes. The annual opinion will be provided to the organisation by RSM Risk Assurance Services LLP at the financial year end. The results of internal
audit reviews, and the annual opinion, should be used by management and the Board to inform the organisation’s annual governance statement.

Data protection

Internal audit files need to include sufficient, reliable, relevant and useful evidence in order to support our findings and conclusions. Personal data is not
shared with unauthorised persons unless there is a valid and lawful requirement to do so. We are authorised as providers of internal audit services to our
clients (through the firm’s terms of business and our engagement letter) to have access to all necessary documentation from our clients needed to carry out
our duties.

Quality Assurance and Improvement

As your external service provider of internal audit services, we have the responsibility for maintaining an effective internal audit activity. Under the standards,
internal audit services are required to have an external quality assessment every five years. In addition to this, we also have in place an internal quality
assurance and improvement programme, led by a dedicated team who undertake these reviews. This ensures continuous improvement of our internal audit
services.

Any areas which we believe warrant bringing to your attention, which may have the potential to have an impact on the quality of the service we provide to you,
will be raised in our progress reports to the audit committee.

16




Fraud

The audit committee recognises that management is responsible for controls to reasonably prevent and detect fraud. Furthermore, the audit committee
recognises that internal audit is not responsible for identifying fraud; however internal audit will be aware of the risk of fraud when planning and undertaking

any assignments.

Approval of the internal audit charter
By approving this document, the internal audit strategy, the audit committee is also approving the internal audit charter.
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FOR FURTHER INFORMATION CONTACT

Daniel Harris, Head of Internal Audit Jay Desai, Client Manager
Daniel.Harris@rsmuk.com Jay.Desai@rsmuk.com
(+44) 07792 948767 (+44) 07436 268278
rsmuk.com

The matters raised in this report are only those which came to our attention during the course of our review and are not necessarily a comprehensive statement of all the
weaknesses that exist or all improvements that might be made. Actions for improvements should be assessed by you for their full impact. This report, or our work, should
not be taken as a substitute for management’s responsibilities for the application of sound commercial practices. We emphasise that the responsibility for a sound system
of internal controls rests with management and our work should not be relied upon to identify all strengths and weaknesses that may exist. Neither should our work be
relied upon to identify all circumstances of fraud and irregularity should there be any.

Our report is prepared solely for the confidential use of Cambridgeshire and Peterborough Combined Authority, and solely for the purposes set out herein. This report
should not therefore be regarded as suitable to be used or relied on by any other party wishing to acquire any rights from RSM Risk Assurance Services LLP for any
purpose or in any context. Any third party which obtains access to this report or a copy and chooses to rely on it (or any part of it) will do so at its own risk. To the fullest
extent permitted by law, RSM Risk Assurance Services LLP will accept no responsibility or liability in respect of this report to any other party and shall not be liable for any
loss, damage or expense of whatsoever nature which is caused by any person’s reliance on representations in this report.

This report is released to you on the basis that it shall not be copied, referred to or disclosed, in whole or in part (save as otherwise permitted by agreed written terms),
without our prior written consent.

We have no responsibility to update this report for events and circumstances occurring after the date of this report.

RSM Risk Assurance Services LLP is a limited liability partnership registered in England and Wales no. OC389499 at 6th floor, 25 Farringdon Street, London EC4A 4AB.
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AUDIT AND GOVERNANCE AGENDA ITEM No: 9
COMMITTEE
27 November 2020 PUBLIC REPORT

INTERNAL AUDIT PLAN

1.0 PURPOSE

1.1. This report presents the Committee with the proposed 2020/21 internal audit
plan and three-year internal audit strategy.

DECISION REQUIRED

Lead Officer: Jon Alsop — Head of Finance (S73)

The Audit and Governance Committee is recommended to:

(@) Consider and approve the proposed Internal Audit Strategy 2020/21 to
2024/25 and the 2020/21 internal audit plan.

2.0 BACKGROUND

2.1. According to its Terms of Reference, the Audit and Governance Committee
shall:

(&) Provide assurances over the effectiveness of internal audit functions and
assuring the internal control environments of key partners;

(b) Review internal audit requirements undertaken by the Combined
Authority;

(c) Approve the internal audit plan;

(d) Consider reports and assurances from the Chief Finance Officer in
relation to:

e Internal Audit performance;

¢ Annual Assurance Opinion on the adequacy and effectiveness of the
framework of governance, risk management and control;

¢ Risk management and assurance mapping arrangement;

e Progress to implement recommendations including concerns or where
managers have accepted risks that the Authority may find unacceptable.

2.2. At its October meeting, the Committee was introduced to the Combined
Authority’s newly appointed internal auditors, RSM Risk Assurance Services
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LLP (RSM), who presented the Committee with their draft internal audit strategy
and plan for 2020/21.

2.3. Following feedback from the Committee, RSM have further developed the
strategy and plan, which are now presented to the Committee for consideration
and approval (see appendix 1).

2.4. The key points of the proposed audit plan are as follows:

(@) 2020/21 Internal Audit priorities: Internal audit activity for 2020/21 is
based on analysing the Combined Authority’s corporate objectives, risk
profile and assurance arrangements as well as other factors affecting the
Combined Authority in the year ahead, including changes within the
sector.

Specifically, audit areas are linked into the Combined Authority’s Risk
Register and the proposed areas have been identified following
discussions with the CPCA’s Corporate Management Team (CMT).

(b) Level of Resource: The level of resource required to deliver the proposed
plan for 2020/21 plan has been discussed and agreed with the Chief
Finance Officer. The plan details areas highlighted as part of the recent
audit needs assessment process undertaken with the CMT, which were
highlighted as priority areas for audit coverage in 2020/21.

(c) Committee Development Session: RSM have agreed with the Combined
Authority to hold a development session for the members of the Audit &
Governance Committee on developing the internal audit service ahead of
the 2021/22 financial year, this will include the role of internal audit,
RSM'’s approach, methodology, reporting and how the Combined
Authority can benefit from the value of Internal Audit.

(d) Core Assurance: The core assurance pieces for the 2020/21 audit plan
includes the review of Key Financial Controls which have been planned
to consider the Accounts Payable function which is being developed by
the Combined Authority during quarters three and four of the 2020/21
financial year. In addition, as part of our work to support and inform the
Head of Internal Audit Opinion we will review the effectiveness of the
organisations Risk Management arrangements.

(e) ‘Agile’ approach: RSM’s approach to working with the Combined
Authority will always be one where RSM will respond to CPCA’s
changing assurance needs, which is particularly important in light of the
COVID-19 pandemic. By employing ‘agile’ or a ‘flexible’ approach to their
service delivery, RSM are able to change the focus of audits / audit
delivery; keeping CPCA informed of these changes in RSM’s progress
papers to the Audit & Governance Committee during the year.
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2.5.The full Internal Audit Strategy 2020/21 — 2024/25, including the
proposed 2020/21 Internal Audit Plan is shown at appendix 1.

3.0 FINANCIAL IMPLICATIONS

3.1. The service is provided on a daily rate basis and will be dependent on the level
of internal audit activity agreed, and within the allocated budget.

4.0 LEGAL IMPLICATIONS
4.1 The Accounts and Audit Regulations 2015 require a relevant organisation to
undertake an effective internal audit to evaluate the effectiveness of its risk,

control and governance processes, taking into account public sector internal
auditing standards or guidance.

5.0 APPENDICES

Appendix 1. RSM draft ‘Internal Audit Strategy 2020/21 — 2024/25 (including the
proposed 2020/21 Internal Audit Plan).

Source Documents Location

None n/a
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AUDIT AND GOVERNANCE AGENDA ITEM No: 10
COMMITTEE
27 NOVEMBER 2020 PUBLIC REPORT

ADULT EDUCATION BUDGET AUDIT AND ASSURANCE PROGRAMME
1.0 PURPOSE

1.1  To present an update for the Committee on the Adult Education Budget
arrangements for Audit and Assurance.

DECISION REQUIRED

Lead Officer: John T Hill, Director of Business & Skills
Author: Janet Warren, Interim Senior Responsible Officer — Adult Education

RECOMMENDATIONS:

1. To note the update to the arrangements previously provided by the
Department for Education and the Education and Skills Funding Agency for
provision of Audit and Assurance in the delivery of Adult Education in
Cambridgeshire and Peterborough.

2.0 BACKGROUND

2.1  The Education and Skills Funding Agency (ESFA) and the Mayoral Combined
Authorities (MCAs) fund adult skills in England and both organisations have a
duty to demonstrate that they spend public money in accordance with HM
Treasury’s guidelines.

2.2 Since Adult Educations Budgets were devolved in 2019 to the MCAs, the
Education and Skills Funding Agency and the devolved authorities have
continued to cooperate in respect of their audit and assurance arrangements.
Regular meetings have been taking place with the relevant lead officers from
each organisation, and the ESFA as the lead in Year 1. At each meeting
topics include:

e Updates on Fraud and Investigations
e Updates on Audit and Assurance
e Collective Discussions

The next meeting is due to take place on 25" November, in addition to the

above, officers and the ESFA will discuss and agree arrangements going
forwards for the Year 2 Audits.
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2.3

2.4

3.0

3.1

3.2

3.3

3.4

The MCAs are responsible for their own assurance processes, for the
Cambridgeshire and Peterborough Combined Authority (the CA) this includes:

Audit of annual accounts

Funding data returns by the provider to CA
Financial health assessments

Regular and robust contract management
Targeted work on any identified concerns
Information sharing with Ofsted

The CA has been responsible for the delivery of Adult Education since 1%
August 2019. In preparation for this, the CA carried out both a grant award
process to fund Further Education colleges and Local Authorities within the
CA area, as well as procuring a number of Independent Training Providers
based on the priorities outlined within the Local Industrial Strategy and the
Skills Strategy. The procurement process included the initial first year
contract and an option to extend for a further two years along with the option
to adjust the learning outcomes to reflect any changes required by the above
strategies. In Spring 2020, the CA awarded its second-year contracts to 11
Grant funded providers and 4 procured independent training providersto the
value of £10,459,644.

MAIN ISSUES

The ESFA proposed support for Audit, Assurance and Fraud Investigations
for the provision of Adult Education in academic year 2019/20 for the audit
year April 2020 to March 2021, known as Year 1.

Within the Year 1 ESFA offer, the CA had been requested to identify 3 out of
the 17 providers in the 2019/20 academic year for audit selection, who were
identified within the ESFA random sample. The chosen providers were:

e Cambridgeshire County Council
e West Suffolk College
e TCHC Group

Due to the COVID-19 pandemic and subsequent first national lockdown
earlier in 2020, external audit firms were prevented from carrying out their
usual audit functions unless in case of an emergency investigation. These
firms are now returning to duties and have adopted a remote practice and file
sharing approach; however, this means that the audits are taking place later
than planned and are taking longer to complete. Officers at the CA have been
in contact with the two audit firms carrying out our assurance, and the results
of our Year 1 audits are expected in early January.

The MCAs shall take responsibility for providing their own audit functions from
April 2021, known as Year 2. For the CA this means we need to procure audit
firms with the relevant experience of the ESFA assurance approach. A

procurement exercise has been initiated with the in-house procurement team,
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3.5

with the intention being to bring the appointed education auditor online from
15t April 2021.

Independent Training Providers are usually audited between April and
October, and Colleges between September and October. This is on a lagged
basis i.e. for the 2019/20 funding year auditors would start in April 2020 if this
was a normal year. This year has been impacted by COVID-19 and firms are
not undertaking audits to normal timings, and ESFA expect a similar situation
for next year.

Funding Validation

3.6

3.7

Adult Education Providers receive funding under grant funding agreements
and contracts for services with the CA. These agreements and contracts
require providers to comply with the CA’s funding and performance rules,
maintain individualised learner records (ILRs) and submit monthly ILR data
returns to the CA in support of their funding claims.

The CA conducts a programme of funding validation, which involves
explaining to providers how to correct any incorrect data and pointing out that
submitting inaccurate data is a breach of contract. The CA conducts data
validation to ensure that funding has been legitimately earned and therefore
paid to each provider.

Audits

3.8

3.9

3.10

The ESFA conducts a programme of direct audits based on both random and
risk-based sampling of providers which provides sector-wide assurance over
funding claimed.

As described in Year 1 audits, the CA has held planning meetings with the
appointed external audit firms to discuss details of local flexibilities, and they
will be using 2019/20 funding for the audits.

External auditors are then responsible for identifying any errors in a sample
and asking the provider to carry out a 100% check where these errors appear
to be systematic. This will enable them to arrive at an overall error rate and
identify actual funds at risk. At this point, it will be the CA’s responsibility to
take action concerning recovery of funds, and we would in the first instance
consult our Legal team.

Fraud and Investigations

3.11

If either the ESFA or CA suspect fraud or receive information and/or
allegations in relation to a provider, including a subcontractor which is
funded by both ESFA and the CA an action plan has been set out by the
ESFA which is discussed and reviewed on a quarterly basis.
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Financial Health

3.11 The ESFA will continue to share financial health grades and key financial
indicators with the CA.

3.12 The information will be shared under a Data Sharing Agreement (DSA)
on an agreed timetable utilising current arrangements about sharing
financial dashboards with Colleges and financial health details with ITPs.

4.0 FINANCIAL IMPLICATIONS

4.1 In 2021 it will be necessary for the CA to seek its own assurance as to the
effectiveness of its spend on Adult Education. To fund its own audits of three
providers the likely cost would be £30,000 based upon applying similar
resources for each audit as the ESFA regime.

4.2  This funding will be sourced from the AEB top slice figure that is used to
facilitate the running of the programme and will therefore have no effect on
the wider CA budget.

5.0 LEGAL IMPLICATION

5.1 The Cambridgeshire and Peterborough Combined Authority (Adult Education
Functions) Order 2018 conferred specified adult education functions of the
Secretary of State onto the Combined Authority.

6.0 EQUALITIES IMPLICATION

6.1  There are no equalities implication on the process for the Combined Authority
to gain audit and assurance on the provision of Adult Education.

7.0 APPENDICES

N/A

Source Documents Location

None
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AUDIT AND GOVERNANCE AGENDA ITEM No: 11
COMMITTEE
27 November 2020 PUBLIC REPORT

WORK PROGRAMME
1.0 PURPOSE

1.1 To provide the Committee with the draft work programme for Audit and
Governance Committee, looking ahead to the 2020/21 municipal year.

DECISION REQUIRED

Lead Officer: Robert Parkin — Chief Legal Officer and Monitoring Officer
That the Committee:

a) Notes the work programme for the Audit and Governance Committee for the
2020/21 municipal year attached at Appendix 1 and agree to regularly review the
work programme at each meeting.

b) Notes the Audit and Governance Work Programme items for the year.

2.0 BACKGROUND

2.1 In accordance with the Constitution, the Audit and Governance Committee
must perform certain statutory duties including the approval of accounts,
governance arrangements, financial reporting and code of conduct.

2.2 Adraft work programme which outlines when these decisions are taken for
the current municipal year is attached at Appendix 1.

2.3  The document attached at Appendix 1 provides commentary on items
received by the Committee over the last two municipal years (including the
current one) alongside future items to be received throughout the remainder of
this municipal year. This includes those items that must be considered
annually by the committee.

3.0 FINANCIAL IMPLICATIONS

3.1 There are no financial implications
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4.0 LEGAL IMPLICATION

4.1  There are no legal implications
5.0 EQUALITIES IMPLICATION
5.1 None

6.0 APPENDICES

6.1 Work Programme with commentary.

Source Documents Location

None
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AUDIT AND GOVERNANCE COMMITTEE
WORK PROGRAMME 2019/20 — 2020/21

Meeting Date
2020/21

Item

COMMENTS

27 November
2020
Virtual Meeting

DEVELOPMENT SESSION

VALUE FOR MONEY

The Mayor of the Combined Authority

Mayor James Palmer will be in attendance

Combined Authority Board Update

Standing item on the agenda when a chief officer
or by agreement once a year the Mayor for the
Combined Authority provides an update on the
activities for the authority.

Lancaster Way Update

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
considered at each meeting.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Internal Audit: Internal Audit Plan

Report from the Internal Auditors to provide an
update on the progress of the current internal
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audits.

External Audit and Opinion 2019/20

To receive the External Audit and Opinion from
Ernst & young for the previous financial year.

End of Year Financial Statements 2019/20

Adult Education Budget

Meeting Date
2020/21

Item

COMMENTS

29 January 2021
Virtual Meeting

Combined Authority Board Update
- Update on MCHLG work

Standing item on the agenda when a chief officer
or by agreement once a year the Mayor for the
Combined Authority provides an update on the
activities for the authority.

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
considered at each meeting.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Assurance Framework

Agreed at the meeting of the Committee related to
the Constitution that the Assurance Framework is
presented to this meeting prior to the Business
Board and then the CA Board.

Information Security and Governance

Internal Audit — Progress Report

Report from the Internal Auditors to provide an
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update on the progress of the current internal
audits.

External Audit — Draft Audit Plan

The Committee receive the draft Audit Plan and
comment whether the planned audit is aligned with
the Committee’s expectations.

Treasury Management Strategy Update

The Committee receive the report which provides
the Audit and Governance Committee with an
update on the Combined Authority (CPCA)’s
Treasury Management Strategy.

Risk Strategy

Data Protection

Independent Commission on Climate Change

Update requested at 31 July 2020 meeting

Meeting Date Item COMMENTS
6 April 2021
Venue: TBA
WORKSHOP INTERNAL & EXTERNAL AUDIT

Combined Authority Board Update

Standing item on the agenda when a chief officer
or by agreement once a year the Mayor for the
Combined Authority provides an update on the
activities for the authority.

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
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considered at each meeting.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Internal Audit — Progress Report

Report from the Internal Auditors to provide an
update on the progress of the current internal
audits.

External Audit — Audit Plan

The Committee receive and approve the final audit
plan prepared by the external auditors

Internal Audit Plan: Progress Report

Details of audit activity for the following year.

Treasury Management Strategy Summary

The Committee receive the report asks for
comments comment on the draft Treasury
Management Strategy.

Code of Corporate Governance

Code of Corporate Governance is based upon the
CIPFA / SOLACE publication entitled “Delivering
Good Governance in Local Government:
Framework 2016 Edition.” An annual review is
undertaken each year.

Assurance Framework

The Assurance Framework is a set of systems,
processes and protocols, which along with
standing orders, financial regulations,
departmental procedures, and codes of practice is
linked in a hierarchy of management and financial
control procedures, which clearly define the
responsibilities of members and the duties of the
CPCA'’s officers, consultants and partners. —
Approved annually.
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Governance (decision-making) Review

Committee to receive an update to review any
issues/concerns raised (Executive Committees)
etc

Meeting Date ltem COMMENTS

2020/21

25 May 2021 Combined Authority Board Update Standing item on the agenda when a chief officer
Venue: TBA or by agreement once a year the Mayor for the

Combined Authority provides an update on the
activities for the authority.

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
considered at each meeting.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Internal Audit — Progress Report

Report from the Internal Auditors to provide an
update on the progress of the current internal
audits.

Draft Annual Report of the Chair of the Audit
& Governance Committee

ITEMS TO BE SCH

EDULED

Governance Review of the Business Board

Trading Companies (Development Session)

AUTUMN/WINTER 2020/21
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Audit & Governance Committee Annual AUTUMN 2021
Constitution Review

Member Skills Training (joint session with WINTER 2021
the O&S Committee)

Occurred Meetings — Work Programmes ‘

19 July 2019 Internal Auditors Annual Report I‘he Cclargmittee C%ng)id_er.ed ?nd elndorseldpfhg_ f
o nnual Report and Opinion from Internal Audit for
cF:irlljlr?Qi? pistnet the year ended 31st March 2019

Statement of Accounts 2018/19 and External The Committee resolved that: |) That the Chief
Audit Final Results Executive circulate the draft statutory notice to the
members of the Audit and Governance Committee
prior to publication.

i) That the Chief Executive liaise with all affected
constituent Councils and send a letter to
government expressing their dissatisfaction with
the auditors performance and the impacts this has
had on each Council.

iif) That the Chair of the Audit and Governance
Committee write to the Partner leading the Ernst
and Young Government and Public Sector
Assurance team expressing the Committee
extreme disappointment.

iv) That the Committee receive and approve, in
principle, the final Statement of Accounts.
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v) That the Committee agree to the additional
recommendations below:

a) Note that the Combined Authority’s external
auditors are not able to guarantee that they will
have completed their audit of the accounts for
2018/19 before the statutory deadline of 31 July
2019 for the publication of the statement of
accounts together with any certificate or opinion
from the external auditors;

b) Note that if it is not possible to publish the
statement of accounts on time the law requires the
Combined Authority to publish as soon as
reasonably practicable on or after the deadline a
notice stating that it has not been able to publish
the statement of accounts and its reasons for this;

c) Authorise the Chief Finance Officer in
consultation with the Chair of Audit and
Governance Committee, as and when the final
Audit Opinion is provided by the external auditors,
to make any minor amendments to the statement
of accounts arising from the final Audit Opinion
and to authorise the Chief Finance Officer and
Chair of Audit and Governance to then sign and
publish the statement of accounts together with
any certificate or opinion from the external
auditors;

d) In the event that amendments arising from the
final Audit Opinion would constitute a “material
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adjustment” to the final accounts as defined in the
external auditor’s final audit plan a further report is
to be brought to Committee; and

e) That the Committee receive and approve the
Annual Governance Statement 2018/19 as
included within the statement of accounts.

Chairman’s Annual Audit Report

The Annual Report of the Chair of the Committee
be submitted to the Combined Authority Board was
approved.

Internal Audit Plan

The Committee considered and endorsed the
Annual Report and Opinion from Internal Audit for
the year ended 31st March 2019.

Value for Money Report

The Committee noted the Combined Authority’s
approach to delivering value for money.

Treasury Management Annual Report

The Committee reviewed the actual performance
for the year to 31st Match 2019, against the
adopted prudential and treasury indicators.

Human Resources Risk Reduction Update

The Committee noted the update.

Work Programme

The Committee agreed updates to the work
programme and noted the report.

Meeting Date
2019/20

Item

COMMENTS

27 September
2019
Cambridge City
Council

Audit Results Reports & Statement of
Accounts 2018/19

The Committee received the audit results report for
the year ended 31st March 2019.

Transport Acceleration and Risk Report

The Committee noted the officers’ assessment of
the impact of the accelerated delivery strategy on
project risk and the wider measures put in place by
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the Authority to manage project risk.

Medium-Term Financial Plan and Business
Plan

The report was noted.

Combined Authority Board Update

The Committee noted the update.

Business Board Update

The Committee noted the priorities and objectives
of the Business Board.

Internal Audit Update

The progress report from Internal Audit was
considered.

Internal Audit would provide timelines and
progress indicators in future reports and seek The
Committee’s approval to any programme changes.

Governance Review Report

The proposed new governance arrangements for
the Combined Authority had been considered and
the Committee’s Work Programme be amended to
include a future report to the Committee reviewing
the effectiveness of the proposed new governance
arrangements.

Risk Register and Performance Update

The Committee noted the Performance Reporting
processes that are in place for the Combined
Authority.

The Committee requested that the Performance
Reporting Dashboard is presented to the Board on
a quarterly basis and recommend any proposed
changes be noted.

The Committee requested that the proposed
changes to the Corporate Risk Register be
reported to the next Board meeting for approval.

Report on Freedom of Information,
Whistleblowing and Fraud

The Committee would advise how the Combined
Authority communicated the Whistleblowing Policy
and encouraged its use.

Response to National Audit Office

The proposed changes to the Code of Audit

Page 293 of 299




Consultation

practice and the potential impact on reporting to
the Committee for local audit work was noted.

Work Programme

The update was noted.

Meeting Date ltem COMMENTS

2019/20

16 December Assurance Framework A paper will be produced for Audit & Governance
2019 Committee meeting in March 2020.

South The Committee noted the revised Assurance

Cambridgeshire
District Council

Framework

Corporate Risk Register

The proposed revised Strategy and changes to the
Corporate Risk Register were recommended.

Data Protection Policy

An update from the Data Protection Officer be put
on Audit & Governance Committee Work
Programme for December 2020.

That the Combined Authority would keep an eye
on implications on data protection after Brexit.
The Data Protection Policy report was
recommended

Internal Audit Progress Report

That an update report be brought back to Audit &
Governance Committee in March 2020, including a
procedure for urgent items.

That a reminder email be sent to Members
regarding themes for internal auditors for the
following year.

The Committee noted the report.

Adult Education Budget and Assurance
Programme

An annual insight to be received by the Committee
every year.

A briefing session to be organised for the
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Committee in summer/autumn 2020.

The Adult Education Budget Audit and Assurance
Programme, along with the arrangements, was
noted.

Treasury Management Strategy Update

The update was reviewed by the Committee.

Combined Authority Board Update

The Committee noted the update.

Work Programme

The Committee agreed updates to the work
programme and noted the report.

Meeting Date Item COMMENTS
2020/21
26 May 2020 Confirmation of Membership of the Audit & Membership was the same as in the last municipal

Remote Meeting

Governance Committee

year and there had been no changes amongst
substitute members. The Committee noted
Fenland DC Annual General Meeting was to be
held on 17 June, which could signal change in
Fenland DC membership of the Committee.

Combined Authority Board Update

The Committee noted the update.

Statement of Accounts 2019/20

The statement of accounts to be presented at the
31 July 2020 meeting of the Committee will be
circulated to members two-weeks in advance of
the meeting.

External Audit Update

A further report will be received at the 31 July 2020
meeting of the Committee.

Internal Audit Update

The Internal Audit with opinion be received at the
31 July 2020 meeting of the Committee.

Draft Annual Report of the Chair of the Audit
& Governance Committee

The report was approved by the Committee for
submission to the CA Board meeting on 5 August
2020, subject to the correction of a typographical
error.

Corporate Risk Register

The Committee recommended climate change is
included on the on the Risk Register in future.
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Complaints Procedures

The Committee noted the revised procedures and,
with the addition of the contact details of ‘street
scene’ issues for the borough, city and district
councils, approve them to the CA Board.

Treasury Management Strategy

The Committee noted the strategies.

Trading Companies

A development session on the trading companies
be held, possibly in autumn 2020.

Revised Guide for Project Management

The Committee received and noted the revised
guide.

Work Programme

The Committee requested greater clarity on the
work programme for future meetings.

Urgent Item: Lancaster Way

The Committee responded positively to the
request for an independent review. and that this
has no impact on the delivery of the project.

The Committee is open to an Extraordinary
meeting, if necessary, with the proviso that
sufficient time is afforded to enable the Committee
to have all the background information it requires.

Meeting Date Item COMMENTS
2020/21
31 July 2020 Appointment of a Vice-Chairman of the Audit | A Vice-Chairman of the Committee would be

Remote Meeting

& Governance Committee

appointed at the meeting on 31 July as the
Combined Authority Board Annual Meeting was

Page 296 of 299




not until 3 June and a decision on a Vice-
Chairman appointment would be ratified at that
meeting.

Combined Authority Board Update

Standing item on the agenda when a chief officer
or by agreement once a year the Mayor for the
Combined Authority provides an update on the
activities for the authority.

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
considered at each meeting.

The report to be presented to the 31 July 2020
meeting of the Committee to include the top three
to four risks that are improving/getting worse.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Internal Audit 2020/21

A separate paper on how the Combined Authority
is to take Internal Audit forward after the Service
Level Agreement with Peterborough City Council
concludes was requested for this 20 meeting.

Internal Audit — Annual Report

A report provided by the Internal Auditors on the
effectiveness of the Authority’s systems of
governance; risk management and internal control.

External Audit Final Results

The Committee receive the audit results report
from the external auditors.

Annual Governance Statement

Explains how the Combined Authority has
complied with the Local Code of Governance and
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meets the requirements of the Accounts and Audit
(England) Regulations 2015 Regulation 6.1(b) —
usually received along with the Annual Financial
Report.

Draft Financial Statements 2019/20

The Committee receives the report which asks
them to:

a) approve the audited Statement of Accounts
2017/18

b) Receive and approve the Annual Governance
Statement 2017/18

Independent Commission on Climate Change

Committee to receive a report on the procedures
undertaken in the appointment of the Independent
Chair of the Commission

Meeting Date ltem COMMENTS

2020/21

2 October 2020 Combined Authority Board Update Standing item on the agenda when a chief officer
Venue: TBA or by agreement once a year the Mayor for the

Combined Authority provides an update on the
activities for the authority.

Minutes of the previous meeting

Standing item on the agenda for the committee to
agree the minutes from the last meeting.

Corporate Risk Register

Standing item by request of the committee to be
considered at each meeting.

Work Programme

Standing item for the committee to consider their
upcoming work programme.

Internal Audit Plan 2020/21

Report from the Internal Auditors on the Internal
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Audit Plan for the municipal year.

Financial Statement 2019/20 and External
Audit Update

Treasury Management Strategy Review

The Committee receive the report which review the
current performance against the prudential
indicators included within the Treasury
Management Strategy.
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