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EAST HAMPSHIRE DISTRICT COUNCIL

ANNUAL GOVERNANCE STATEMENT 2025-26

Executive summary 
This Annual Governance Statement 2025-26 (AGS) reviews the detailed activities undertaken by the Council during the period 1st April 2025 to 31st March 2026, against the effectiveness of its governance arrangements.
In January 2025, the Council received an independent peer challenge review from the Local Government Association (LGA)’s Corporate Peer Challenge (CPC) team. The original CPC report issued in January 2025, gave good independent assurance to EHDC’s governance arrangements and identified areas for further improvement. These were identified in the previous AGS and AGS Action Plan 2024-25.
In January 2026, the Council welcomed a further progress review report from the CPC. Their review was very positive and showed progression in all of the areas identified for improvement.
The majority of actions in the previous year’s AGS Action Plan have been completed. 
Where they have not been completed or require further attention, these have been listed in this year’s AGS Action Plan 2025-26.

Key in-year challenges

Local Government Reorganisation (LGR)

The CPC progress review report aptly summed up the key in-year challenges faced by the Council as follows:
“We appreciate that 2025 has been a really challenging year for EHDC. Shortly after the CPC was completed in January, Hampshire and the Solent area applied to be a priority area for Local Government Reorganisation (LGR). This accelerated the LGR timeline on Hampshire’s councils to develop proposals for the county. This meant that EHDC has had to divert some of its resources to work on LGR proposals.” 
“In May 2025 the Council made the decision to step away from the collective bid to Central Government with 12 other councils in the area and instead work with Hampshire County Council on a separate evidence-based submission.” 
“In summer 2025 the priorities in EHDC’s Council Strategy were refreshed to reflect LGR and in the autumn a report to Council set out how the budget would be reprioritised.” 
“Another challenge for the council over the last year has been completing the recruitment to posts in the new senior management team. EHDC is a small council with relatively lean resources, so LGR has taken up a lot of senior leaders’ time, particularly that of the Chief Executive and the Leader.” 
“Despite the additional challenges caused by LGR, the peer team is pleased to report that EHDC has embraced the findings of the CPC and has taken its action plan forward in a pragmatic and proportionate manner. All the recommendations made in the original CPC have been considered and progress made across all the areas.”

Summary of key conclusions. 

Based upon a review of the Council’s activities over the relevant period and the governance arrangements in place to support and facilitate these, it is our opinion that the overall operation of governance arrangements for the year of review 2025-26, was fit for purpose and that there were no major governance issues of note.
The External Auditors’ opinions on the 2023-24 and 2025-26 Statement of Accounts were mainly attributed to the lack of historical data arising from the end of the shared services arrangements between East Hampshire District Council and Havant Borough Council. The mitigating actions were considered by the Audit Committee and found to be appropriate. The local governance arrangements that are in place, permitted these issues to be transparently identified and brought to the attention of senior management and Audit Committee.
The AGS Action Plan for 2024-25 reflected those set by the CPC report. It was independently confirmed in the CPC progress review report that progress had been made in all areas. 
Any actions requiring further progression have been identified in the AGS Action Plan 2025-26, as part of this AGS review.
The Council sees its commitment to good governance as a continuing journey and is satisfied that these additional actions will only serve to further enhance its effectiveness. 
As we already currently do, we will closely monitor implementation and operation of these new actions and report outcomes at the next Annual Governance Review.

How the overall opinion has been agreed
The Council has looked across its local governance arrangements as contained in its Local Code of Corporate Governance and reviewed its effectiveness over the review year. 
The Council has gained assurance from its own internal review and self-assessment by its senior managers. 
Further assurance has been gained from the internal audit function and the 2026 CPC progress review report.
This AGS has been written collaboratively with Senior Leadership and submitted to the Audit Committee for consideration, challenge and agreement.
The Council is of the opinion that, overall, its governance arrangements are fit for purpose. 

Governance outlook and commitment to ensure that governance will be fit for purpose. 
Following its own review on effectiveness and independent feedback gained from internal audit and the CPC progress review report, the Council considers that its internal governance arrangements are robust enough to support future challenges, particularly with the challenges associated with the Council transitioning from a district to unitary authorities under LGR. 
Key areas for improvement are  identified in the AGS Action Plan 2025-26 and will be monitored by Strategy Board. 
Any major issues will be reported to the Audit Committee by exception during the year.

Significant changes or areas of improvement the authority will be actioning in the forthcoming year.
Those as identified in the AGS Action Plan 2025-26.
In summary, the significant changes or areas of improvement for the Council are:
· Complete any management actions as directed by the External Auditor in relation to 2023-24 and 2024-25 accounts. 
· Finalise updating of the Financial Procedure Rules.
· Progress organisational development in accordance with the ARC programme.
· Complete agreed management actions arising from all limited internal audits.








Governance activity during 2025-26
· Engagement, collaboration, preparation and submission of the Council’s response to Government’s proposals for Devolution and LGR in the Hampshire and Solent;
· Budget approvals to fund LGR activity;
· Local Government Association (LGA) Corporate Peer Challenge (CPC) progress review;
· Launch of the Adapt, Reskill and Collaborate (ARC) Programme evolving from the Shaping East Hampshire’s Future (SEHF) programme;
· Reprioritisation of Council Strategy objectives, supporting strategies, action plans and budgets in light of LGR;
· Budget approvals to fund revised corporate priorities;
· Process for appointment of a new Chief Executive and Head of Paid Service, following the retirement of previous incumbent;
· Revised shareholder governance arrangements for EHDC companies, including East Hampshire Norse Limited;
· Councillor code of conduct complaints, mainly relating to town and parish councils;
· Regular updates of the Constitution, Schemes of Delegation and key governance policies in a planned and focussed manner, to reflect ongoing requirements;
· Approved revised and updated Contract Standing Orders;
· Re-award of Charter Status for Elected Member Development;












Our assessment of effectiveness 

Review of effectiveness
As part of the AGS preparation and review each year, the Council reviews the effectiveness of its governance framework including the system of internal control and its Local Code of Corporate Governance. 
Based upon this and our focus on some key areas, the Council is satisfied that arrangements are in place and operating effectively to support and deliver the principles of good governance.  
The review of effectiveness is further informed by the following: 
	Area
	Review of effectiveness

	Political leadership
	· The Corporate Peer Challenge (CPC) report confirmed that the Leader “provides a clear vision for the Council. He is widely credited for his entrepreneurial approach and being effective at sharing his opinions”. The Leader and Cabinet portfolio holders have remained unchanged over this AGS period.
· It also confirmed “Political groups work sensibly together. There is a constructive working relationship between the two ruling groups.”
· The Leader and Cabinet portfolio holders attend the Overview and Scrutiny Committee to answer questions and update on matters within their areas of responsibility.
· A Councillor Development Panel advises the Council on an ongoing basis, on member development and training. This is kept under review throughout the municipal year.
· The Council was granted Charter Status for Elected Member Development in September 2025.
· Reprioritisation  of the Council Strategy 2024-28,other underpinning strategies, delivery plans and budget, in light of LGR.
· During the year the Overview & Scrutiny Committee considered numerous items forming strategic corporate projects/policies. The Chairman of the Overview & Scrutiny Committee provided his annual report, detailing the work of the Overview and Scrutiny Committee to EHDC’s Council on 17th July 2025.
· During the year the Audit Committee considered key reports within its terms of reference. The Chairman of the Audit Committee provided his annual report, detailing the work of the Audit Committee to EHDC’s Council on 25th September 2025.

	Officer leadership
	· The CPC report said that “there are strong officer/member relationships with mutual respect and that political priorities are understood by officers. Their advice is well received and informs member decisions”.
· This AGS period saw transitional arrangements arising from the retirement of the previous Chief Executive, Gill Kneller. On 23rd April 2026, after a rigorous recruitment process during the AGS period, Dawn Adey was formally appointed by the Council as its new Chief Executive. Dawn was previously EHDC’s Executive Director of Operations and has worked closely with the Leader and Cabinet.
· The Statutory Officers (the Chief Executive, Section 151 Officer, and Monitoring Officer) meet weekly at a Statutory Officers’ Meeting and operate effectively as a ‘Golden Triangle’. 
· Both the Section 151 Officer and Monitoring Officer report directly to the Chief Executive and are members of Strategy Board.
· The Council’s Constitution is regularly updated in order to facilitate effective and transparent decision making, including to reflect any structural senior leadership changes. 
· These changes are effected using either the Monitoring Officer’s delegated authority or if changes are significant, through the Constitution Liaison Panel, Standards Committee and Council for final approval.
· Any changes made under the Monitoring Officer’s delegated authority, are also reported to the Council for transparency.
· The Strategic Risk Management Officer Group aspires to cover matters of governance including risk, health and safety, business continuity, emergency planning, information governance and financial risk.
· The Strategic Risk Management Officer Group’s membership includes the Monitoring Officer, Chief Finance Officer and Senior Information Risk Owner.
· Updates are provided to Strategy Board via quarterly performance reporting. Any exceptions are reported to either Cabinet or Audit Committee.

	Internal assessment and monitoring
	· There are regular reporting arrangements in place regarding the financial affairs of the Council. The Budget for 2025-26 was agreed by the Council on 27 February 2025.
· Financial performance is reported on a quarterly basis to Members. 
· There is an effective operation of the Performance Management Framework throughout the year.
· Quarterly performance information on key areas of performance is provided to Strategy Board and related Officer panels for review and action. 
· The majority of service performance indicators were met during the year. Where they were not met, appropriate action to ensure compliance was taken by the responsible Executive Director. 
An Annual Governance Questionnaire is sent out as part of every annual AGS review. 
An EastHants Live session was held by the Chief Executive on the 12th May 2026, to discuss the  AGS and questionnaire. 
A further session held by the Chief Executive took place with Service Managers on the 18th May 2026.
The survey was sent out and 12th May 2026 and ran for over 2 weeks. This survey asked service managers for their self-assessment of the effectiveness of governance arrangements in their service area and at the Council. 
The comments suggested that a number of managers conducted this exercise with their teams, showing a collaborative team response. The questionnaire is aimed at a high level and seeks to reflect that good governance is everyone’s responsibility-the percentage responses received for survey was 43% (compared to 52% in the previous year).

·  The results of the 2025-26 questionnaire highlighted the following:
· There were good levels of confidence in most governance arrangements, indicated by the majority of scores assigned to 1 (‘Evidence of consistently meeting criteria’) or 2 (‘Meets criteria, but areas for improvement’).
· Areas of strength:
· Good general awareness of corporate governance requirements.
· Good sharing and understanding of key corporate messages.
· Clear corporate communications and messaging.
· Good and robust internal and external audit functions.
· Good induction and training programmes for Councillors.
· Good understanding of internal decision making processes.
· Good understanding of how and where Service and Corporate risks can be identified.
· Good regular reporting on team performance and outcomes.
· Audit Committee recommendations are prioritised and implemented in a timely way.

· Areas requiring review:
· Ongoing need for team managers to raise awareness of corporate governance policies within their teams.
· Anecdotal reference to some negative councillor behaviours and the need for councillors to have regular code of conduct refresher training.
· Impact caused by an under resourced data and insights function.
· Communicate the publication of officer and councillor delegated decisions in the same way as committee decisions.
· Strengthen the ‘golden thread’ through from Council Strategy to delivery.
· Publish the updated Medium Term Financial Strategy on the intranet.
· Continued absence of an up to date and published Organisational Development Strategy.
· More clarity around the processes for procurement.
· More clarity around when delegated decisions can be taken or if they need reporting to committee.
· Consideration should be given to increasing financial thresholds to prevent bottlenecks.

As a general observation, the comments suggested that staff who used the decision-making processes regularly had a clearer understanding of the requirements. 
Any issues flagged in the AGS questionnaire returns last year, were addressed during 2025-26. 
This year’s questionnaire returns were considered by Strategy Board and any actions arising from the comments were noted for action by Strategy Board.
Apart from what has already been included, there are no further significant areas for improvement identified in this year’s questionnaire that should be included in the AGS Action Plan 2025-26. 
LGR proposals have necessitated that the Council re-assess its corporate priorities in the Council Strategy and action revised SEHF objectives through the launch of its ARC Programme.

	Financial arrangements and responsibilities of Chief Finance Officer (s151)
	· The Chief Finance Officer (CFO) is the Responsible Financial Officer and a member of the Strategy Board, reporting directly to the Chief Executive. The Chief Finance Officer is responsible for delivering and overseeing the financial management arrangements of the Council. 
· The CFO is also responsible for ensuring alignment with the Code of Practice on Local Authority Accounting for 2025-26. The Council’s financial management arrangements conform to the governance requirements of the CIPFA Statement on the Role of the CFO in Local Government (2015).
· The CPC reports said “The council’s financial management and planning processes and governance are sound and robust and demonstrate good practice with a sharp focus on delivery of the Corporate Strategy priorities. The Strategy Board and Cabinet consider regular reports. All reports to Full Council, Cabinet and Committees, and all executive and officer decision reports, require finance comments and sign-off.”


	Monitoring Officer
	· This role is held by the Executive Director of Corporate Services and Monitoring Officer (MO). 
· The MO is a member of the Strategy Board, reporting directly to the Chief Executive. In addition to this statutory role, the MO is responsible for the range of corporate services to the Council.
· All reports to Full Council, Cabinet and Committees, and all executive and officer decision reports, require legal comments and sign-off.
· The MO works closely with all elected members, advising as required. 
· The MO has responsibility for dealing with Code of Conduct complaints for district, town and parish councillors.
· The MO is responsible for ensuring the Constitution is kept up to date and fit for purpose.


	Internal Audit
	· The Council’s internal audit service is provided by the Southern Internal Audit Partnership which is hosted by Hampshire County Council. An Internal Audit Plan, based on a full risk evaluation, is approved annually. 
· Progress against the Annual Internal Audit Plan is reported quarterly to the Audit Committee. Any outstanding high-risk actions are addressed as a matter of priority.
· [bookmark: _Hlk38369578]Internal audit provide a quarterly update on the Council’s progress with implementing management actions arising from previous audits. Any outstanding actions are reported to Strategy Board to ensure that these are escalated where necessary and completed within a reasonable timescale.
· Internal Audit Arrangements are in conformance with the Global Internal Audit Standards in the UK public sector (GIAS and the Application Note) and the CIPFA Code of Practice on the Governance of Internal Audit.

· The Global Internal Audit Standards in the UK Public Sector requires internal audit providers to undergo an external quality assessment (EQA) every five years.  A EQA was undertaken during 2025.  In considering all sources of evidence the external assessor concluded:

‘SIAP has achieved an excellent result of ‘generally achieves’ in this EQA in relation to the GIAS and Application Note. The IIA use the term ‘general achievement’ or ‘general conformance’ to indicate that “internal audit activities were performed in general conformance with the Global Standards.”

‘I am delighted to confirm that SIAP fully achieves 46 of the 52 Standards and generally achieves the remaining six Standards. There are no partial conformances, or areas where the team do not conform with any Standards’. 

· The Chief Internal Auditor’s Annual Internal Audit Conclusion for 2025-2026 is summarised as follows: “I am satisfied that sufficient assurance and advisory work has been carried out to allow me to form a conclusion on the adequacy and effectiveness of the internal control environment. In my opinion the framework of governance, risk management and control are ‘reasonable’, and audit testing has demonstrated controls to be working in practice. 

· Where weaknesses have been identified through internal audit review, we have worked with management to agree appropriate corrective actions and a timescale for improvement.”

	Risk Management
	· Risk is considered and recorded as part of the business planning process and monitored throughout the year as part of the quarterly review of performance and financial management (Quarterly performance report). The Council has a wide range of performance indicators, which are used to measure progress against the Council’s priorities. Performance indicators are reported quarterly to the Strategy Board, to Audit Committee and informally to Cabinet. Performance indicators clearly link individual services to the corporate objectives in the Council Strategy and include details of national and local performance indicators and risk. Performance indicators are reviewed annually as part of the business planning process to ensure they continue to be relevant and stretching.
· Risk management is controlled through the Strategic Risk Management Group and reported to Strategy Board through the quarterly performance report. Risks rated as above the risk threshold are reported as part of the quarterly performance report to Audit Committee. These quarterly performance reports for 2024-25 were published on the Council’s website.
· The Strategic Risk Management Group seeks to provide a pragmatic layer of assurance to the business. Specifically, the Group ensures that the organisation develops and implements an effective approach to corporate governance which enables the business and affairs of the Council to be carried out, directed and managed with the objective of enhancing value to the public. In addition, the Group is responsible for ensuring that an adequate risk management framework and associated control environment exists within the Council, and for monitoring the arrangements in place for the identification, monitoring and management of risks. The Group’s Terms of Reference are kept under regular review.


	EHDC Local Code of Corporate Governance

	· The arrangements in the EHDC Local Code of Corporate Governance are reviewed annually as part of the AGS review and submitted for approval to the Audit Committee together with this AGS.
· It is the view that these arrangements are operating effectively in supporting the Council to deliver its updated strategic priorities.
· While the Contract Standing Orders were updated during this period, it is acknowledged that the Financial Procedure Rules remain outstanding. This is being progressed as a priority.



Where our governance needs to improve 
The CPC progress review report gave continued independent external assurance to the effectiveness of EHDC’s governance arrangements. 

2023-24 and 2024-25 Statement of Accounts:
The final result of EY’s external audit of the Council’s 2023-24 Statement of Accounts was a qualification, and the 2024/25 accounts was a disclaimer.  An explanation of the reasons for this is set out in the Chair of Audit Committee’s Annual Report to the Council on 25th September 2025. 
The report summarises as follows:
“The work of our external auditors: The Council’s External Auditors provided “qualified opinion as the Council were unable to provide us with information, sufficiently before the backstop date of 28 February 2025, to be able to reconcile the council tax and business rate accounting models to the financial statements, or an analysis of capital grants receipts in advance and capital grants unapplied. We therefore issued a qualified 2023/24 audit opinion on 28 February 2025.” Whilst a qualified opinion was provided by Ernst Young, a number of mitigating elements were identified, largely due to the change over from KPMG to EY during this year.
The Council is working hard with the external auditors to solve these issues raised and to mitigate any potential control weaknesses.
Every year the external auditors highlight key risks to audit. These do not represent control weaknesses identified For 2024/25 the below control risk identified were: 
a. Misstatements due to fraud or error – management override of controls 
b. Misstatements due to fraud or error – capitalisation of revenue expenditure 
c. Pensions liability and IAS 19 valuation 
d. Valuation of Investment Properties; 
e. Valuation of Property Plant and Equipment (PPE) 
f. NDR Appeals Provision Valuation 
g. Further errors as set out in the Auditors Annual Report. 
It should be noted that whilst the audit was qualified this was significant among peer authorities across Hampshire and the wider Local Government Network with many councils only achieving adverse or disclaimed opinions.

Identify where there are significant gaps in governance arrangements such as where core arrangements are not operating effectively. 
Apart from the matters highlighted in this AGS and AGS Action Plan, no significant gaps were identified.


Significant governance failures that occurred during the year and action taken. 
Apart from the matters highlighted in this AGS and AGS Action Plan, nothing further was identified.

Areas where governance arrangements could be easier to understand and comply with. 
These have been included in the AGS Action Plan 2025-26 below.

			






AGS Action Plan 2025-26
	Action
	Commentary
	Timescale
	Responsible Officer(s)

	Management action for Statement of Accounts 2023-24 and 2024-25
	Regular reporting to Audit Committee as to management response to external auditors’ requirements in their reports for the 2023-24 and 2024-25 EHDC Statement of Accounts
	In line with Audit Committee cycle
	Chief Finance Officer

	ARC programme- Organisational Development 

	LGR and Devolution have necessitated a review of the corporate priorities in this area through the launch of the ARC Programme.
	LGR and devolution timetable
	Strategy Board

	Update of Financial Procedure Rules
	Carried forward from AGS Action Plan 2024-25 
	July 2026
	Chief Finance Officer

	Governance Arrangements for East Hampshire Norse Limited
	Implement agreed management actions following internal audit reviews, carried out in 2023-24 and 2025-26. 
	As agreed in the internal audit reviews.
	Executive Director of Operations


	Investment Property Portfolio- Risk Assessment
	Continue to identify and assess strategic risk and operational RAG risk via the Corporate Risk Register.

	Next AGS review date
	Executive Director of Operations

	Review of Municipal Waste Management Strategy
	Carried forward from AGS Action Plan 2024-25
	January 2027
	Executive Director of Operations

	Devolution and Local Government Reorganisation (LGR)
	Ongoing collaboration with external partners through appropriate governance arrangements and controls to deliver on LGR
	Reporting as required to Cabinet and Council
	Chief Executive



Updates on the AGS Action Plan are reported to Strategy Board on a quarterly basis, as part of performance reporting. Any exceptions will be reported in-year by Strategy Board to the Audit Committee as necessary.






Looking back

How we have improved our governance arrangements in 2025-26
As part of the Council’s continuing efforts to improve governance arrangements, the previous year’s AGS Action Plan 2024-25 was reviewed. 
As highlighted in the Corporate Peer progress report, the majority of actions identified in this plan have been completed by management. 
Where they have not been completed, they have been brought forward for improvement in AGS Action Plan 2025-26.

Issues of specific note:

Shaping East Hampshire’s Future (SEHF) 
The Council’s transformation programme journey SEHF, was reviewed in the light of the new challenges introduced by LGR and Devolution. On 13th November 2026, Cabinet agreed to the launching of the Adapt, Reskill and Collaborate programme (ARC) that subsumed the SEHF programme and other corporate priorities in the light of LGR and Devolution.
The charting of the Council’s changing priorities to the challenges posed by Government have been supported and evidenced through the Council's local governance framework and continues to be.
Lead Officers: Chief Executive, Senior Leadership Team/Strategy Board.

Investment Property Portfolio – Risk Management
This has been referred to in previous AGSs. The Council owns an investment commercial property portfolio which delivers a good income stream and has allowed additional service provision, whist keeping council tax low. These properties were bought primarily for financial return. 

The comprehensive review of this area was recorded as completed in the last AGS.

However, contingent liabilities and risks on some of the properties in the portfolio remain and so have been re-included in the AGS Action Plan 2025-26 for ongoing review of contingent liability, risk and risk mitigation.

Lead Officers: Executive Director of Operations, CFO (s.151 Officer) and Monitoring Officer.

Statement of Accounts 2023-24 and 2024-25- external auditor’s qualification and disclaimer
As referred to above, the Audit Committee considered the external auditors’ conclusions on the Council’s 2023-24 and 2025-26 Statement of Accounts. 
For the reasons outlined in this AGS, the 2023-24 Statement of Accounts were qualified and 2024-25 Statement of Accounts disclaimed by the External Auditor.
The External Auditor has provided a list to management as to the actions required, to ensure improved presentation and information on its Statement of Accounts.
It is considered appropriate to ensure that this is recorded as a formal action in the AGS Action Plan 2025-26.
Lead Officer: CFO (s.151 Officer)

Safeguarding 
We continue to strengthen our safeguarding processes in line with the Children Act and our organisational responsibilities. During the year, we have reviewed the Terms of Reference for our Safeguarding Champions Group to ensure it remains effective and fit for purpose. We have also refreshed our safeguarding training to ensure colleagues are equipped with up-to-date knowledge and best practice.
Lead Officer: Executive Director of Community
Compliance
We have undertaken a comprehensive review of our housing compliance arrangements, including an external audit. Following this, we have established a dedicated Compliance Board to strengthen oversight and embed compliance more effectively across the organisation.
Lead Officer: Executive Director of Community







Forward look on governance 
The Council continues to deliver on its updated Council Strategy 2024-28 priorities and has in place a good system of internal control to ensure those priorities are delivered legally, effectively, transparently and accountably.
Its system of internal control is a significant part of that framework and is designed to manage risk to an acceptable level. It cannot eliminate all risk of failure to achieve the Council’s aims and objectives and seeks to provide reasonable rather than absolute assurance of effectiveness. 
The Council’s effective and timely responses to the ongoing challenges of LGR and Devolution, is a good measure of its arrangements. It will inform how the Council will continue working, internally and across partner councils, to ensure that strong governance arrangements are in place to deliver on the statutory requirements.



Whether arrangements are adequately aligned to support the authority’s delivery of planned outcomes and meet its responsibilities for value for money/best value. 
In our opinion, the Council’s described governance arrangements are adequately aligned to support the delivery of its planned outcomes. This was confirmed in the CPC progress review report. 
The agreed council budgets for 2025-26 and 2026-27 show the continued alignment of council resources to meet the delivery of these planned outcomes.
In addition to this, the Council’s internal audit function has identified no major issues of non-compliance.


Signatures: 

….......................................			                …...................................
Dawn Adey                                                         Cllr Richard Millard                              Chief Executive                                                  Leader of the Council						

Date of approval: 
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