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Private and Confidential 18 January 2024

Audit Committee
Peterborough City Council

Dear Members of the Audit Committee,

Conclusion of the 2020/21 audit engagement

I provided Committee Members with a report dated 16 November 2023 on the position of the 2020/21 audit for the 
Audit Committee on 27 November 2023. I have attached a copy of that report in Appendix A. 

This report sets out an update for the Audit Committee on the final outstanding issues. Subject to the successful 
closure of the outstanding items on the following page we are in a position to complete the 2020/21 audit. 

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

We welcome the opportunity to discuss the contents of this report with you at the Audit Committee meeting on the 29 
January 2024.

Yours faithfully 

Janet Dawson

Partner
For and on behalf of Ernst & Young LLP
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Executive Summary

Status of the 2020/21 audit – final outstanding issues

Empower Loan 

Our audit procedures in relation to the £20.4 million loan have identified an audit difference in relation to the outstanding loan value as at 31 March 
2021. The value of the outstanding loan in the 2020/21 statement of accounts is identical to the value used in the 2019/20 statement of accounts. 
Our procedures determined that the Council should have discounted the first year of the contractual cash flows from the prior year model. This would 
have the impact of reducing the value of the loan by £1.587 million. Management have determined not to adjust for this difference. We have therefore 
added this uncorrected difference to our Letter of Representation request (see Appendix B).  

Post Balance Sheet Consideration

In our report to the Audit Committee dated 16 November (see Appendix A) we informed members that work was outstanding in relation to the 
corroboration of assumptions used in the Council’s model for valuing the rooftop solar panel portfolio. This model has been used to value the assets as 
at 31 March 2022. 

We received information from the Council on 13 December 2023 and 12 January 2024 in relation to inverter costs and the implications for the 
valuation in the model. 

When we apply our EY specialist inflation forecast figures and the updated inverter replacement costs to the model we calculate a valuation of £17.55 
million for the rooftop solar panel portfolio as at 31 March 2022. This is not materially different from the valuation of the loan as at 31 March 2021 in 
the 2020/21 statement of accounts and therefore this constitutes an adjusting post balance sheet event which is not material. This has been disclosed 
by the Council in Note 45 of the Statement of Accounts 2020/21. 

RECOMMENDATION:

We recommend the Council to regularly revisit and reassess the rooftop solar panel model to ensure accurate and complete inputs for future 
valuations. Management should thoroughly understand and substantiate all model assumptions with corroborative audit evidence.
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Executive Summary

Status of the 2020/21 audit – final outstanding issues (continued)

Loan to the developer of Hilton Garden Inn Hotel 

In our report to the Audit Committee dated 16 November (see Appendix A) we informed members that work was outstanding in relation to the 
developer of the Hilton Garden Inn in Peterborough going into administration. 

We received information from the Council on 8 January 2024 in relation to the impact of the administration on the 2020/21 statement of accounts. 

We have concluded that the issue represents a non-adjusting post balance sheet event and therefore requires disclosure only in the 2020/21 
statement of accounts. This has been disclosed by the Council in Note 45 of the Statement of Accounts 2020/21. 

We have requested representation from Management in their Letter of Representation to confirm that the full value of the Council’s loan as shown in 
the 2020/21 statements is secured and that they are not aware of any material losses that the Council may incur. Please see Appendix 2 for a draft 
copy of the Letter of Representation. 

RECOMMENDATION:

We recommend the Council to maintain vigilant oversight of the financial implications arising from the Hilton Hotel Loan. In the event a potential 
financial loss to the Council becomes apparent, please notify us immediately. 
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Executive Summary

Status of the 2020/21 audit – final outstanding issues (continued)

We have substantially completed our audit of the Peterborough City Council financial statements for the year ended 31 March 2021 and have 
performed the procedures outlined in our Audit Plan and our findings reported in the Audit Results Reports presented to the Audit Committee on the 
31 August 2022 and 24 July 2023.

The outstanding closing procedures at the date of this report relate to:

• Final audit completion and review procedures;

• Review of the Council’s updated going concern disclosures; 

• Completion of subsequent events and post balance sheet events review up to the date of signing; 

• Receipt of the signed management representation letter; and 

• Receipt and review of the final signed version of the financial statements.

Subject to satisfactory completion of the outstanding items above, we expect to issue an unqualified opinion on the Council’s financial statements. We 
will communicate this to management and the Audit Committee before the 2020/2021 financial statements are authorised for issue. Until our audit 
work is complete, further amendments may arise. We expect to issue the audit certificate after we issue the audit opinion.
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Appendix A – 16 November Audit Committee Report

Private and Confidential 16 November 2023

Audit Committee
Peterborough City Council

Dear Members of the Audit Committee,

Conclusion of the 2020/21 audit engagement

I updated committee members at the Audit Committee on 11 September 2023 on the position of the 2020/21 audit. 
As part of our final review process we identified a technical area that required additional audit evidence and support to 
ensure we had obtained sufficient assurance to satisfy findings from the prior year Financial Reporting Council (FRC) 
review. 

We anticipated that we would conclude this area by 30 September 2023. However, we currently await the required 
supporting evidence from the Council. We have also been made aware of issues in relation to the Council’s loan issued 
to the developer of Hilton Garden Inn Hotel which has been taken into administration by the Council in October 2023.

We have provided an update for the Audit Committee on the final outstanding issues on the following pages.

We also wish to inform the Audit Committee that we have commenced our 2021/22 and 2022/23 Value for Money 
procedures. We have issued a number of queries to the finance team to assist us with this work. Part of those 
procedures require us to provide commentary on the production of the 2022/23 draft Statement of Accounts. We are 
aware that these have not yet been published and we have not been provided with a date when these might be 
presented to Audit Committee. 

Yours faithfully 

Janet Dawson

Partner
For and on behalf of Ernst & Young LLP
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Status of the 2020/21 audit – final outstanding issues

Empower Loan 

The purpose of this report is to update you on the final outstanding item on the 2020/21 audit. This is in relation to the classification and valuation of 
the Empower loan debtor of £20.4 million as at 31 March 2021. 

Our audit procedures require us to consider post balance sheet events which may materially impact the transactions and balances in the Council’s 
accounts as at 31 March 2021. We have considered that the transfer of the solar panel portfolio from Empower LLP to the Council in November 2021 
constitutes an adjusting post balance sheet event if the value of the assets is materially different from the loan amount outstanding as at 31 March 
2021. 

We have audited the Council’s model for valuing the rooftop solar panel portfolio, this model was produced by the Council’s specialist Edenseven. We 
challenged the Council on a range of assumptions used by Edenseven on 20 September 2023. The Council were unable to provide any additional 
support, we therefore worked with our EY Strategies and Transactions specialists to corroborate the assumptions used but were unable to gain 
sufficient assurance regarding two areas that significantly impact the valuation:

1. Edenseven used 5% as their inflation assumption throughout the life of the model. The Council have been unable to support the 5% assumption used 
by Edenseven, we therefore consider this to be an error in the model. Our EY specialist inflation forecast does not return a material difference but 
the Council will need to ensure the model is updated each year for actual inflationary figures provided by Ofgem and more accurate forecast 
assumptions. 

2. When performing a comparison between the previous Empower model and the Edenseven model we identified that the Empower model contained a 
full replacement programme for solar panel inverters. This is because inverters in photovoltaic solar panels have a life expectancy of 15 years while 
the contract for income generation is 20 years. The Edenseven model only accounts for 6.6% of inverters to be replaced. Our estimate for a full 
replacement programme of inverters could reduce the valuation of the assets in the model by up to £3.4 million.

We held a call with the Council on 12 October 2023 to discuss the inverter issue and requested that evidence is obtained from the specialist 
regarding the discrepancies. We also requested evidence from the Council to support the cost to replace each inverter (part and labour). 

We have regularly requested this information from the Council but are yet to receive any evidence to conclude on the remaining queries in relation to 
inverter costs. 

Until we receive the information requested we are unable to quantify the potential audit adjustment in order to conclude our audit of the 2020/21 
Statement of Accounts. If this information is not received in a timely manner this will lead to a modification of our audit opinion. 

Appendix A – 16 November Audit Committee Report (continued)
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Status of the 2020/21 audit – final outstanding issues

Loan to the developer of Hilton Garden Inn Hotel 

We have been made aware that the developer of the Hilton Garden Inn in Peterborough has been taken into administration by the Council.

In total the Council has issued a loan of £15 million to the developer. As at 31 March 2021 the value of the loan issued was £3.075 million. 

We will need to receive the Council’s post balance sheet event consideration assessment in relation to the developer falling into administration and how 
this impacts the 2020/21 Statement of Accounts.

Until we receive the Council’s consideration of this issue we are unable to quantify the potential impact on the 2020/21 Statement of Accounts. 

Appendix A – 16 November Audit Committee Report
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Appendix B – Draft Request for a Management Representation Letter

Request for a Management Representation Letter
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Appendix B – Draft Request for a Management Representation Letter

Request for a Management Representation Letter
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Appendix B – Draft Request for a Management Representation Letter

Request for a Management Representation Letter
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Appendix B – Draft Request for a Management Representation Letter

Request for a Management Representation Letter
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EY  |  Assurance | Tax | Transactions | Advisory

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.

© 2023 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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