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Dear Clir Jumbo Chan

Audit Findings for London Borough of Brent for the year ending 31 March 2024

This Audit Findings Report presents the observations arising from the audit that are significant to the responsibility of those charged with governance to oversee the financial reporting process and
confirmation of auditor independence, as required by International Standard on Auditing (UK] 260. Its contents have been discussed with management.

As auditor we are responsible for performing the audit, in accordance with International Standards on Auditing (UK), which is directed towards forming and expressing an opinion on the financial
statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial statements does not relieve management or those charged with
governance of their responsibilities for the preparation of the financial statements.

The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of expressing our opinion on
the financial statements. Our audit is not designed to test all internal controls or identify all areas of control weakness. However, where, as part of our testing, we identify control weaknesses, we will
report these to you. In consequence, our work cannot be relied upon to disclose all defalcations or other irregularities, or to include all possible improvements in internal control that a more extensive
special examination might identify. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our prior written consent. We do not accept any
responsibility for any loss occasioned to any third party acting or refraining from acting on the basis of the content of this report, as this report was not prepared for, nor intended for, any other
purpose.

We encourage you to read our transparency report which sets out how the firm complies with the requirements of the Audit Firm Governance Code and the steps we have taken to drive audit quality
by reference to the Audit Quality Framework. The report includes information on the firm’s processes and practices for quality control, for ensuring independence and objectivity, for partner
remuneration, our governance, our international network arrangements and our core values, amongst other things. This report is available at transparency-report-2023.pdf (grantthornton.co.uk).

We would like to take this opportunity to record our appreciation for the kind assistance provided by the finance team and other staff during our audit.
Sophia Brown

Director
For Grant Thornton UK LLP

Chartered Accountants
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The contents of this report relate only to the
matters which have come to our attention, which
we believe need to be reported to you as part of
our audit process. It is not a comprehensive record
of all the relevant matters, which may be subject
to change, and in particular we cannot be held
responsible to you for reporting all of the risks
which may affect the Council or all weaknesses in
your internal controls. This report has been
prepared solely for your benefit and should not be
quoted in whole or in part without our prior written
consent. We do not accept any responsibility for
any loss occasioned to any third party acting, or
refraining from acting on the basis of the content
of this report, as this report was not prepared for,
nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability
partnership registered in England and Wales:
No.OC307742. Registered office: 30 Finsbury Square,
London, EC2A 1AG. A list of members is available
from our registered office. Grant Thornton UK LLP is
authorised and regulated by the Financial Conduct
Authority. Grant Thornton UK LLP is a member firm
of Grant Thornton International Ltd (GTIL). GTIL and
the member firms are not a worldwide partnership.
Services are delivered by the member firms. GTIL
and its member firms are not agents of, and do not
obligate, one another and are not liable for one
another’s acts or omissions.
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1. Headlines

This table
summarises the key
findings and other
matters arising
from the statutory
audit of London
Borough of Brent
Council (‘the
Council’) and the
preparation of the
group and
Council's financial
statements for the
year ended 31
March 2024 for the
attention of those
charged with
governance.

© 2024 Grant Thornton UK LLP.
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Financial statements

Under International Standards of
Audit (UK] (ISAs) and the National
Audit Office (NAO) Code of Audit
Practice (‘the Code'), we are

required to report whether, in our

opinion:

A the group and Council's

financial statements give a

true and fair view of the

financial position of the group
and Council and the group
and Council’s income and

expenditure for the
year; and

A have been properly prepared

in accordance with the
CIPFA/LASAAC Code of

Practice on local authority
accounting and prepared in
accordance with the Local
Audit and Accountability Act

2014,

We are also required to report

whether other information

published together with the
audited financial statements
(including the Annual Governance
Statement (AGS), Narrative

Report and Pension Fund

Financial Statements, is materially
consistent with the financial

statements and with our

knowledge obtained during the
audit, or otherwise whether this

information appears to be
materially misstated.

Commentary on the audit process

Our audit work was done remotely during July-October 2024. There has been a concerted effort from the
Council to fully engage with the audit process. We held regular meetings with your finance team. This
engagement has meant that issues arising were promptly escalated. Despite strong engagement from
your finance team, there have still been challenges and issues which have led to delays. Key challenges
and issues we have experienced during the audit are summarised below:

C key members of your finance team left the Council before and during the audit;

we identified several issues within Plant, Property & Equipment (PPE), payroll reports and bank
reconciliations statements which have resulted additional work;

C key working papers were not of sufficient quality, leading to delays in completing our testing; and

0O

we have identified a large number of adjusted, unadjusted and disclosure misstatements in the draft
financial statements. The level of errors in your draft financial statements is beyond what we would
expect and has led to us carrying out more work than initially scoped.

Please refer to pages 27-29 for further details on the above issues.

The above issues have required us to add more resource to the audit and we have not been able to
complete the audit in the original timeframe. This has resulted in additional fees needing to be charged,
detail of which is included page 51 of this report.

Findings

Our findings are summarised on pages 08 to 33. We have identified four adjustments to the financial
statements that have resulted in a £16.046m adjustment to the Council’s Comprehensive Income and
Expenditure Statement. These have no impact on the level of the Council’s useable reserves. Audit
adjustments are detailed at Appendix D. We have also raised recommendations for management as a

result of our audit work. These are set out at Appendix B. Our follow up of recommendations from the prior
year’s audit are detailed at Appendix C.

Our work is ongoing and there are no matters of which we are aware that would require modification of
our audit opinion in Appendix F or material changes to the financial statements, subject to the following
outstanding matters:

follow-up queries in our testing of the valuation of land & building and HRA council dwellings;
revised fixed asset register with updated figures;
awaiting response from external legal counsel;

awaiting response on the accounts consistency tool and the variances identified within;

o I» Do o Do

follow-up queries on the Council’s assessment of IFRIC 14;
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1. Headlines

Financial statements

Outstanding matters, continued.

A awaiting responses to queries on interest receivable, related parties and depreciation;
A awaiting responses to the remaining hot review comments;

subsequent events confirmation;

receipt of management representation letter; and

To o I

review of the final set of financial statements to ensure that all agreed adjustments have been processed accurately.

All outstanding audit areas are subject to review by the engagement manager, engagement lead and engagement quality reviewer.

Due to the outstanding matters above, we have not yet concluded that the other information to be published with the financial statements, is consistent with our
knowledge of your organisation and with the financial statements we have audited.

At this stage, our anticipated financial statements audit report opinion will be unmodified.

© 2024 Grant Thornton UK LLP.
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Value for Money (VFM) arrangements

Under the National Audit Office (NAO] Code of
Audit Practice (‘the Code'), we are required to
consider whether the Council has put in place
proper arrangements to secure economy,
efficiency and effectiveness in its use of
resources. Auditors are required to report in
more detail on the Council's overall
arrangements, as well as key
recommendations on any significant
weaknesses in arrangements identified during
the audit.

Auditors are required to report their
commentary on the Council's arrangements
under the following specified criteria:

A Improving economy, efficiency and
effectiveness;

A Financial sustainability; and
A Governance.

Our work on the Council’s value for money (VFM) arrangements will be reported in our commentary on the Council’s
arrangements in our Auditor’s Annual Report (AAR). We have not been able to satisfy ourselves that the Council has made
proper arrangements in securing economy, efficiency and effectiveness in its use of resources. A further explanation of
the significant weakness we have identified in the Council’s arrangements is detailed on page 33 of this report.

We have completed our VFM work and our detailed commentary is set out in the separate Auditor’s Annual Report, which
is presented alongside this report. We have identified a significant weakness in the Council’s arrangements and so are not
satisfied that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources. Our findings are set out in the value for money arrangements section of this report (Section 3).

Under the 2020 Code of Audit Practice, for local government bodies auditors are required to issue their Auditor’s Annual
Report no later than 30 September or, where this is not possible, issue an audit letter setting out the reasons for delay. We
shared a VFM delay letter to the Audit and Standards Committee Chair in the meeting held on 25 September 2024.

Statutory duties

The Local Audit and Accountability Act 2014
(‘the Act’) also requires us to:

A report to you if we have applied any of the
additional powers and duties ascribed to us
under the Act; and

A to certify the closure of the audit.

We have not exercised any of our additional statutory powers or duties.

We expect to certify the completion of the audit when we give our audit opinion.

Significant matters

As highlighted on pages 27 to 29 of our report, during the course of the audit both your finance team and the audit team faced audit challenges this year, such as
delays in the receipt of data, especially the fixed asset register (FAR), payroll full time equivalent (FTE) reports, bank reconciliation statements (BRS]. In the course of the
audit, we have come across some issues relating to quality of the evidence and we have identified a significant level of errors in comparison to prior years. Whilst we
recognise that several members of the finance team left the Council during 2023-24, it is crucial for management to have contingency plans in place to facilitate a
smooth process for the preparation of the financial statements and the external audit. Due to challenges faced, we have had to secure additional audit resource and
spend considerable time to complete the programme of work set out in the 2023-24 Audit Plan. The additional fee implications are detailed on page 51.

© 2024 Grant Thornton UK LLP.
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National context - audit backlog

Government proposals around the backstop

On 30 July 2024, the Minister of State for Local Government and English Devolution, Jim McMahon, provided the following written statement to Parliament Written
statements - Written questions, answers and statements - UK Parliament. This confirms Government’s intention to introduce a backstop date for English local authority audits
up to 2023-24 of 28 February 2025. We are pleased to confirm that we anticipate concluding your audit in advance of the backstop date.

New National Audit Office Code

As part of ongoing reforms to local audit, the National Audit Office has laid a new Code before Parliament. One of the objectives of the new Code is to ensure more timely
reporting of audit work, including Value for Money. The Code requires that from 2025, auditors will issue their Auditor’s Annual Report by November each year. We have
already put resource plans in place to ensure we achieve this deadline across all audited bodies.

National context - level of borrowing

Councils are operating in an increasingly challenging national context. With inflationary pressures placing increasing demands on council budgets, there are concerns as
councils look to alternative ways to generate income. We have seen an increasing number of councils look to ways of utilising investment property portfolios as sources of
recurrent income. Whilst there have been some successful ventures and some prudently funded by councils’ existing resources, we have also seen some councils take
excessive risks by borrowing sums well in excess of their revenue budgets to finance these investment schemes.

The impact of these huge debts on councils, the risk of potential bad debt write offs, and the implications of poor governance behind some of these decisions are all issues
which now must be considered by auditors across local authority audits.

The Council’s external borrowing increased by £43.4m to £824.3m in 2023-24 compared with £780.9m in 2022-23. The extra borrowing is required to fund the Council’s
growing capital programme not already funded through grants, contributions and reserves. The Council's borrowing includes Public Works Loan Board (PWLB] loans, Lender
Option Borrower Option loan, fixed rate loans, and short-term loans with other councils. Most of the Council’s long-term borrowing (£590m) is with PWLB and most of its
short-term borrowing (£93.7m) is with other local authorities. The base rate rises seen throughout the year to curb inflation have resulted in a rise in new long-term and short-
term borrowing costs which the Council has partially offset with an increase in short term investment income. The base rate peak during the year was higher than the Council
anticipated at budget setting. As a result, the Council reviewed its minimum revenue provision (the revenue charge to cover the repayment of borrowing] which led to an
additional charge in year for the Council’s supported borrowing portfolio and a resulting drawdown from the capital financing reserve.

The Council sets limits, as part of its Treasury Management Strategy, to manage interest rate and refinancing risk which aim to limit this exposure. The Council’s borrowing
portfolio has a high proportion of long-term debt which helps mitigate against the current rise in interest rates. The Council’s Treasury Management activities are not
predicated on any one outcome of interest rate movement, the Council meets regularly with its Treasury Management advisors to explore the most appropriate steps to
manage the Council’s cash flow requirements and potential implications for the capital financing budget.

© 2024 Grant Thornton UK LLP.
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Overview of the scope of our audit Audit approach m

This Audit Findings Report presents the observations
arising from the audit that are significant to the
responsibility of those charged with governance to
oversee the financial reporting process, as required by
International Standard on Auditing (UK) 260 and the
Code of Audit Practice (‘the Code’). Its contents have
been discussed with management.

As auditor we are responsible for performing the audit,
in accordance with International Standards on
Auditing (UK] and the Code, which is directed towards
forming and expressing an opinion on the financial
statements that have been prepared by management
with the oversight of those charged with governance.
The audit of the financial statements does not relieve
management or those charged with governance of
their responsibilities for the preparation of the
financial statements.

© 2024 Grant Thornton UK LLP.

Our audit approach was based on a thorough
understanding of the Council's business and is risk-
based, and in particular included:

A An evaluation of the group’s internal controls
environment, including its IT systems and controls;

A An evaluation of the components of the group,
based
on a measure of materiality considering each as a
percentage of the group’s gross revenue
expenditure to assess the significance of the
component and to determine the planned audit
response. From this evaluation we determined that
analytical reviews were required for each
component; and

A Substantive testing on significant transactions and
material account balances, including the
procedures outlined in this report in relation to the
key audit risks.

Our audit of your financial statements remains in
progress. This Audit Findings Report includes our
interim findings. At this stage, subject to outstanding
queries audit, we anticipate issuing an unqualified
audit opinion. These outstanding items are
summarised on pages O4 and 05.

Acknowledgements

We would like to thank everyone at the Council for
their support in working with us. This has been a
challenging audit year, but the effective working
relationship with your finance team has enabled us to
work through the issues and agree a way forward.

Despite good engagement, we did face several
challenges to complete this audit in line with the
original agreed timeframe. A summary of the issues is
included in pages 27-29 of this report.
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Group amount Council amount

£ £ Qualitative factors considered

Materiality for the financial 16,600,000 16,100,000 We considered materiality from the perspective
Our approach to materiality statements of the users of the financial statements. The
i GeneeE o mekedisliy i Council‘prepgres an ex!oenditurej-bcsed t?udget
fundamental to the preparation of the for the ‘fmcncm‘l year with the primary gbject|ve
Sosmeie] selemens end The audt to provide services to the local community,
process and applies not only to the therefore gross expenditure was deemed the
monetary misstatements but also to most appropriate benchmark. This benchmark
disclosure requirements and adherence was used in the prior year also. We considered
to acceptable accounting practice and 1.6% to be an appropriate rate to apply to the
applicable law. gross expenditure to calculate the materiality.
Materiality levels remain the same as
reported in our audit plan in the Performance materiality 11,620,000 11,270,000 Our performance materiality is based on @
February Audit and Standards percentage of the materiality for the financial
committee meeting. statements listed above. The threshold applied
We set out in this table our is 70% of headline materiality.
determination of materiality for London
Borough of Brent Council and group. Trivial matters 830,000 805,000 This balance is set at 5% of materiality for the

financial statements.
Materiality for senior officers’ 20,000 20,000 We have identified senior officer remuneration

remuneration

and termination benefits as disclosures where
we will apply a lower materiality level, as they
are considered sensitive disclosures. We
revised the materiality level for senior officer
remuneration and termination benefits to a
lower amount to reflect our view of the growing
public interest in such remunerations and
benefits.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - significant risks

Significant risks are defined by ISAs (UK] as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams consider the
nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

This section provides commentary on the significant audit risks communicated in the Audit Plan.

Relevant to

Risks identified in our Audit Council
Plan Commentary and/or Group
The revenue cycle includes Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Council Council

fraudulent transactions (rebutted)

Under ISA (UK) 240 there is a
rebuttable presumed risk that revenue
may be misstated due to the improper
recognition of revenue. This
presumption can be rebutted if the
auditor concludes that there is no risk
of material misstatement due to fraud
relating to revenue recognition.

we have determined that the risk of fraud arising from revenue recognition can be rebutted because:
A there is little incentive to manipulate revenue recognition;
A opportunities to manipulate revenue recognition are very limited; and

A the culture and ethical frameworks of local authorities mean that all forms of fraud are seen as
unacceptable.

We do not consider this to be a significant risk for the London Borough of Brent and such there is no specific

work planned for this risk. To address this risk, we:

A selected a sample from each material revenue stream and tested to supporting information and
subsequent receipt of income to gain assurance over accuracy, occurrence and completeness.

A inspected transactions which occurred in the year and ensure that they have been included in the
current year.

A confirmed our understanding of the business process and determine ff there are any relevant controls.

Findings
Our audit work has not identified any issues which would lead us to change our conclusion from the
planning stage that the risk of fraud arising from revenue recognition can be rebutted.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - significant risks

Relevant to

Risks identified in our Audit Council
Plan Commentary and/or Group
Management override of controls To address this risk, we: Group and Council

Under ISA (UK) 240, there is a non-
rebuttable presumed risk that the risk of
management override of controls is
present in all entities. The Council faces
external scrutiny of its spending and
this could potentially place
management under undue pressure in
terms of how they report performance.
We therefore identified management
override of control, in particular
journals, management estimates, and
transactions outside the course of
business as a significant risk for both
the group and Council, which was one
of the most significant assessed risks of
material misstatement.

A evaluated the design effectiveness of management controls over journals;
A analysed the journals listing and determined the criteria for selecting high risk unusual journals;

A tested unusual journals made during the year and the accounts production stage for appropriateness
and corroboration;

A gained an understanding of the accounting estimates and critical judgements applied by management
and considered their reasonableness; and

A evaluated the rationale for any changes in accounting policies, estimates or significant unusual
transactions.

Findings
Our audit work in this area is complete, subject to review. We have not identified any issues in respect of
this risk at this stage.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - significant risks

Relevant to

Council

and/or
Risks identified in our Audit Plan Commentary Group
Valuation of other land and buildings ~ To address the risk, we: Council

(OLB)

The Council re-values its land and
buildings on a five yearly rolling
programme to ensure that the carrying
value is not materially different from fair
value. This represents a significant
estimate by management in the
financial statements due to the size and
numbers involved (£1,194.3m as at 31
March 2024) and the sensitivity of the
estimate to key changes in assumptions.

Additionally, management needs to
ensure the carrying value of assets not
revalued as at 31 March 2024 in the
Council’s financial statements is not
materially different from the current
value at the financial statements date,
where a rolling programme is used.

We identified the valuation of land and
buildings, particularly revaluations and
impairments, as a significant risk, which
was one of the most significant assessed
risks of material misstatement, and a
key audit matter.

A evaluated management’s processes and assumptions for the calculation of the estimate, the instructions
issued to the expert and the scope of their work;

A evaluated the competence, capabilities and objectivity of the valuation expert;

p)

discussed with and wrote to Wilks, Head and Eve (the valuer) to confirm the basis on which their valuation
was carried out to ensure that the requirements of the Code are met;

A engaged our own valuation expert, Lambert Smith Hampton, to provide commentary on;
A the instructions process in comparison to requirements from CIPFA/IFRS/RICS; and
A the valuation methodology and approach, resulting assumptions and any other relevant points.

A challenged the information and assumptions used by the valuer to assess the completeness and
consistency with our understanding;

A tested revaluations made during the year to see if they have been input correctly to the Council’s fixed
asset register (FAR); and

A evaluated the assumptions made by management for those assets not revalued during the year and how
management has satisfied themselves that these are not currently different to current value at year-end.

Findings

On examining the FAR and conducting audit procedures to reconcile the PPE note in the financial statements
with the trial balance and the valuer’s report, we found that management had not included OLB assets
amounting to £18.5m in the FAR, as indicated in the valuer's report. When challenged, management

explained that they were not satisfied with the valuation of those assets and therefore did not update their
revalued amounts in the FAR. This work is ongoing.

Following audit enquiries on OLB assets management identified a duplicate asset (value £26m) in the FAR.
We are reviewing management's calculations and expect this could result in a prior period adjustment.

Further to the above, we have faced significant delays in receiving data regarding the valuation of OLB
assets from both the valuer and management, details can be found on page 27 of this report.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - significant risks

Relevant to

Council
Risks identified in our Audit Plan Commentary and/or Group
Valuation of council dwellings To address the risk, we have: Council

The Council owns 8,211 dwellings as at 31
March 2024. It is required to revalue these
properties in accordance with DCLG’s Stock
Valuation for Resource Accounting
guidance. The guidance requires the use of
Beacon methodology, in which a detailed
valuation of representative property types is
then applied to similar properties.

The Council conducted a full revaluation of
its housing stock in 2021-22 using the
Beacon methodology. The valuer reviewed
market changes from 1 April 2023 to 31
March 2024 to correctly state the value of
HRA stock held by the Council during the
financial period in current terms. The
Council engaged its valuer Wilks, Head &
Eve LLP (WHE]) to complete the valuation of
these properties.

The year-end valuation of council housing
was £836.6m as at 31 March 2024. This
represents a significant estimate by
management in the financial statements due
to the size and numbers involved, and the
sensitivity of the estimate to changes in key
assumptions.

We identified the valuation of council
dwellings, as a significant risk, which was
one of the most significant assessed risks of
material misstatement, and a key audit
matter.

A evaluated management’s processes and assumptions for the calculation of the estimate, the
instructions issued to valuation experts, and the scope of their work;

A evaluated the competence, capabilities and objectivity of the valuation expert;

P

wrote to the valuer to confirm the basis on which the valuation was carried out to ensure that the
requirements of the Code are met.

A engaged our own valuer expert, Lambert Smith Hampton, to provide commentary on:
A the instruction process in comparison to requirements from CIPFA/IFRS/RICS; and

A the valuation methodology and approach, resulting assumptions adopted and any other
relevant points.

A challenged the information and assumptions used by the valuer to assess completeness and
consistency with our understanding;

A conducted sample testing of Beacon properties to ensure representative properties were used in
the valuation, with the valuations correctly applied to other similar properties;

)

reviewed the estimate against valuation trends of similar properties in London; and

P

evaluated the assumptions made by management for those assets not revalued during the year
and how management has satisfied themselves that these are not materially different to current
value at year end.

Findings

For 2023-24 management applied indexation to the housing stock for the period 1 April 2023 to 31
March 2024 to estimate the value of the properties as at 31 March 2024. The indexation was certified
by the Council’s valuer WHE in accordance with the Code of Practice. Management used an index
between -1% to 1%% which we have corroborated to the WHE Indexation Certificate. Our auditor

expert LSH also concluded that the index of -1% to 1%% is reasonable. We reviewed all in-year
additions and confirmed they were allocated to appropriate Beacons.

We identified that in-year additions to council dwellings of £26.7m were not revalued at year-end. In
raising this issue, management decided to revalue these assets due to their materiality. The final
valuation report was provided on 27 September 2024 and necessitated significant changes to the PPE
note. Management is reviewing the required adjustments.

Our work in this area is ongoing.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - significant risks

Relevant

to Council

and/or
Risks identified in our Audit Plan Commentary Group
Valuation of pension fund net liability To address this risk, we: Council

The Council's pension fund net liability, as reflected in its
balance sheet as the net defined benefit liability, represents o
significant estimate in the financial statements.

The pension fund net liability is considered a significant estimate
due to the size of the numbers involved (£167.4m as at 31 March
2024) and the sensitivity of the estimate to changes in key
assumptions.

The methods applied in the calculation of the IAS19 estimates are
routine and commonly applied by all actuarial firms in line with
the requirements set out in the Code of Practice for Local
Government Accounting. We have therefore concluded that there
is not a significant risk of material misstatement in the IAS19
estimate due to the methods and models used in the actuary’s
calculation.

The source data used by actuaries to produce the IAS19 estimates
is provided by administering authorities and employers. We do
not consider this to be a significant risk as this is easily verifiable.
The actuarial assumptions used are the responsibility of the entity
but should be set on advice given by the actuary.

A small change in the key assumptions can have a significant
impact on the estimated |AS19 liability. In particular the discount
and inflation rates, where our consulting actuary has indicated
that a 0.1% change in these two assumptions would have
approximately 2% effect on the liability. We have therefore
concluded that there is a significant risk of material misstatement
in the IAS 19 estimate due to the assumptions used in the
actuary’s calculation. With regard to these assumptions, we have
therefore identified valuation of the Council’s pension fund net
liability as a significant risk, which was one of the most significant
assessed risks of material misstatement, and a key audit matter.

A updated our understanding of the processes and controls put in place by
management to ensure that the Council’s pension fund net liability is not materially
misstated and evaluated the design of the associated controls;

A evaluated the instructions issued by management to their management expert
(actuary) for this estimate and the scope of the actuary’s work;

A assessed the competence, capabilities and objectivity of the actuary who carried
out the Council’s pension fund valuation;

A assessed the accuracy and completeness of the information provided by the
Council to the actuary to estimate the liability;

A tested the consistency of the pension fund asset and liability and disclosures in the
notes to the core financial statements with the actuarial report from the actuary;
and

A undertook procedures to confirm the reasonableness of the actuarial assumptions
made by reviewing the report of the consulting actuary (as auditor’s expert) and
performed any additional procedures suggested within the report.

Findings

During the audit process we received updated guidance related to IAS 19 and IFRIC 14.
There is a requirement to recognise an additional liability in cases where agreed past
service contributions could potentially lead to a future surplus that would not be
available after being paid (e.g., in the form of a refund or reduction in future
contributions). This means that an additional liability may need to be recorded even in
situations where there is an IAS 19 deficit at the year-end.

In response to this, we reviewed the accounting treatment and requested management
obtain an IFRIC 14 assessment from their actuary. The actuary advised management
of an additional liability of £75m at 31 March 2024. Due to the material change a prior
period adjustment is required, we therefore requested management to obtain IFRIC 14
assessments for the prior years as of 31 March 2022 and 31 March 2023.

Apart from this issue, our audit work in this area is complete, pending review. At this
stage, we have not identified any other issues related to this risk.
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2. Financial statements - other risks

Relevant to

Council
Risks identified in our Audit Plan Commentary and/or Group
Fraud in expenditure recognition (completeness To address the risk, we: Council

of non-pay expenditure)

As most public bodies are net spending bodies, the
risk of material misstatement due to fraud related to
expenditure recognition may be greater than the risk
of fraud related to revenue recognition.

There is a risk the Council may manipulate
expenditure to that budgeted by under-accruing non-
pay expense incurred during the period or not record
expenses accurately to improve financial results.

In line with the Public Audit Forum Practice Note 10,
having considered the risk in relation to fraud in
expenditure recognition and the nature of the
Council’s expenditure streams, we determine that the
risk of fraud arising from expenditure can be rebutted
because:

A There is little incentive to manipulate expenditure
recognition.

A Opportunities to manipulate expenditure are very
limited.

A The culture and ethical framework of local
authorities, including the London Borough of Brent,
mean that all forms of fraud are seen as
unacceptable.

However, we have identified that due to the level of
estimation involved in manual accruals of
expenditure, and the potential volume of large
accruals at year-end, there is an increased risk of
error in the completeness of expenditure recognition.

A inspected transactions incurred around the end of the financial year to assess whether
they had been included in the correct accounting period;

A inspected a sample of accruals made at year-end for expenditure but not yet invoiced to
assess whether the valuation of the accrual was consistent with the value billed after the
year-end. We also compared size and nature of accruals at year-end to the prior year to
help ensure completeness of accrued items; and

A investigated manual journals posted as part of the year-end accounts preparation that
reduce expenditure, to assess whether there is appropriate supporting evidence for the
transaction.

Findings
Our audit work in this area is complete, subject to review. We have not identified any issues in
respect of this risk at this stage.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - key findings arising
from group audit

Group structure and risk

Commentary

The Council has prepared group financial statements
that consolidate the financial information of:

London Borough of Brent

First Waves Limited

I4B Holdings Limited

LGA Digital Services Limited

Barham Park Trust

To 3o Do o Do

The London Borough of Brent is the parent entity. None
of the subsidiaries are individually material or
significant to the group. We have carried out
analytical procedures using the group materiality of
£16.6m

The only significant risk which is relevant to the
group is management override of controls, refer to
page 1. All other significant risks identified relate to
only the London Borough of Brent, the parent entity.

The component auditors are Grant Thornton UK LLP.
We have not relied on the work of the component
auditor as none of the subsidiaries are individually
significant or material.

To address the risk, we:

A obtained, documented and enhanced our understanding of the group, its components, and their control
environments.

A obtained and documented an understanding of the consolidation process, including group-wide controls.

A audited the consolidated accounts by agreeing the financial information of each of the subsidiaries and the
parent entity in the consolidation schedules to the individual entity financial statements or supporting entity
records and testing the mathematical accuracy of the consolidating schedule.

b

checked that material consolidation adjustments in the consolidation schedule are appropriate.

A performed analytical procedures at the group-level to check if there are any unusual or unexpected
relationships indicating a previously unrecognised risk of material misstatement of the group financial
statements.

Findings

Our work in this area is in progress.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - key judgements and
estimates

This section provides commentary on key estimates and judgements in line with the enhanced requirements for auditors.

Significant
judgement
or estimate = Summary of management’s approach Audit comments Assessment
Land and Other land and buildings (OLB) comprises £795.8m of specialised assets ~WHE carried out a formal revaluation of OLB assets, TBC
building such as schools and libraries, which are required to be valued at based on the cyclical revaluation programme, as at 1
valuations - depreciated replacement cost (DRC) at year-end, reflecting the cost of April 2023. The Council engaged its valuer to certify its
£1,194.3m a modern equivalent asset necessary to deliver the same service indexation assessment of OLB assets to 31 March 2024.
provision. The remainder of other Ignd and buildings [F_‘SQE[”n] are n.ot We have assessed the Council’s valuer to be competent,
specialised in nature and are required to be valued at existing use in independent and capable.
value at year-end. The Council engaged Wilks Head & Eve LLP (WHE) to o )
complete the valuation of properties as at 1 April 2023 on a five-yearly Our work on this estimate includes:
cyclical basis. 68% of total assets were revalued during 2023-24. The A checking the completeness and accuracy of the
assets not revalued in-year were indexed from their last valuation date underlying information used to determine the
to 31 March 2024. valuation of land buildings;
Management has not documented consideration of alternative A engaging our own valuer expert, Lambert Smith
estimates for the valuation of its land and buildings, and the modern Hampton, to provide commentary on the instruction
equivalent assets used in the DRC valuations have not changed process for WHE, the valuation methodology and
significantly, which is to be expected of the Council’s OLB assets. approach, and the resulting assumptions and any
Management considered the year-end value of the revalued properties other relevant points;
and the potential valuation change in the assets revalued at 1April 2023. A checking the reasonableness of the net increase in
This is based on the market review provided by the valuer as at 31 March the valuation of land and buildings; and
2024, to determ|.ne whether there’hos been a change in the total value A checking the adequacy of disclosure relating to the
.Of thgsie propert|es.' Management’s assessment of assets revalued has valuation of land and buildings in the financial
identified no material change to the property values. statements.
The total year-end valuation of land and buildings was £1,194.3m, a net
increase of £96.4m from 2022-23 (£1,097.8m).
Findings
Our work in this area is ongoing.
Assessment

Dark purple - We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

- We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic

Grey - We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious

Light purple - We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© 2024 Grant Thornton UK LLP.
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estimates
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key judgements and

Significant

judgement

or estimate Summary of management’s approach Audit comments Assessment
Council The Council owns 8,221 dwellings as at 31 March 2024 and is We have: TBC

dwelling required to revalue these properties in accordance with A assessed the Council’s valuer, WHE, to be competent, capable

valuation - DCLG’s Stock Valuation for Resource Accounting guidance. and objective.

£836.6m The guidance requires the use of Beacon methodology, in

which a detailed valuation of representative property types is
then applied to similar properties. The Council conducted full
revaluation of its housing stock as at 1 April 2021 using the
Beacon methodology.

Para 4.1.2.38 of CIPFA Code of Practice on Local Accounting
2023-24 states that ‘a class of assets may be revalued on a
rolling basis provided revaluation of the class of assets is
completed within intervals of no more than five years. The
current value of council dwellings is usually determined by
appraisal of appropriate evidence that is normally undertaken
by professionally qualified valuers.’

The Council’s valuer, Wilks, Head & Eve LLP (WHE), reviewed
market changes from 1 April 2023 to 31 March 2024 to correctly
state the value of HRA stock held by the Council during the
financial period in current terms. The year-end valuation of
Council Housing was £836.6m, a net increase of £9.5m from

2022-23 (£827.1m).

The Code does not permit the use of indices as a means to
adjust the carrying amount of asset, however the use of a
professionally qualified valuer to certify the indexation within a
short period (less than 5 years) is acceptable.

A engaged our own valuer expert, Lambert Smith Hampton, to
provide commentary on the instruction process for WHE, the
valuation methodology and approach, and the resulting
assumptions and any other relevant points.

A carried out completeness and accuracy testing of the
underlying information provided to the valuer used to
determine the estimate.

A checked the consistency of estimate against the Montagu
Evans report "Local Authority Benchmarking Report’ dated 15
August 2023.

A conducted sample testing of Beacon properties to ensure
representative properties were used in the valuation, with the
valuations correctly applied to other similar properties;

A checked the reasonableness of the net movement in the
valuation of council dwellings.

A checked the adequacy of disclosure of estimate in the
financial statements.

Findings
Management did not revalue £26.7m of council dwellings in-year.

The final valuation report necessitated significant changes to the
PPE note, refer to Appendix D. Our work in this area is ongoing.
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2. Financial statements - key judgements and
estimates

Significant

judgement or

estimate Summary of management’s approach Audit comments Assessment
Valuation of The Council entered into three PFI projects which have generated We have: TBC

Private Finance
Initiative (PFI)
assets - £95.7m

assets to be used by the Council. These are:

A A 25-year project to provide, operate and maintain a sports
centre and related facilities in Wilsden with the legal title
transferring to the Council at the end of the contract.

A A 20-year contract for the provision and maintenance of social
housing, and replacement residential facilities for people with
learning disabilities. The legal title transfers to the Council at
the end of the contract. The Council also controls the residual
value of 158 units of housing stock within this contract as it has
guaranteed nomination rights.

A Provision and maintenance of social housing within
Stonebridge. The inclusion of the block of flats within this
contract was determined by a tenants’ vote at the start of the
contract.

In 2023-24, the Council engaged its valuer to conduct a market
review report of the expected change in valuation of its PFl assets
as at 31 March 2024. The market review report indexation
expectation was certified by valuer WHE and used to revalue the
PFl assets to 31 March 2024..

The year-end valuation of the Council’s PFl assets recognised on
the balance sheet was £95.7m, a net increase of £1m from 2022-
23 (E94.7m).

A assessed the Council’s valuer, WHE, to be competent,
capable and objective.

A engaged our own expert, Lambert Smith Hampton, to
provide commentary on the instruction process for WHE,
the valuation methodology and approach, and the
resulting assumptions and any other relevant points.

A checked the reasonableness of the net in the valuation of
PFl assets.

A checked the adequacy of disclosure of estimate in the
financial statements.

Findings

Our work in this area is ongoing.
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2. Financial statements - key judgements and
estimates

Significant
judgement Summary of management’s
or estimate approach Audit comments Assessment
Net pension The Council’s net pension liability at ~~ We have: TBC
gigg:;y ! 31March 2024 is £167m (PY £262m,) R gssessed the Council’s actuary, Hymans Robertson, to be competent, capable and
comprising the London Borough of objective.
Brent Local Government and A . . . L . .
unfunded defined benefit pension perfc?rmed additional tests |n‘re|ot|on to accuracy of contribution figures, benefl'ts paid,
scheme obligations. cnd‘mvestment returns to gain assurance over the 2'022-23 roll forward calculation
. carried out by the actuary and have no issues to raise.
The Council uses Hymans Robertson A . .
to provide actuarial valuations of the used PwC as our auditor expert to cssess‘the actuary o.nd assumpt.lons made by the
Council’s assets and liabilities actuary - see table below for our comparison of actuarial assumptions:
derived from this scheme. A full Assumption Actuary Value PwC range
actuarial valuation is required every Discount rate 4.80% 4 80%
three years.
H H 0, 0,
The latest full actuarial valuation was Parsion lun e iy | 2E0H i :
completed in 2022. Given the Salary growth 310% 310% ,
SIQmﬁ,COI?F value of the net p?nSIOH Lif " B Pensioners: 21.9 years Figures within the IAS19 results schedule
fund liability, small changes in I\/Ilel expe(;ro:tcl:g d Future pensioners: 22.9 years  may now show individual employer level life
assumptions can result in significant 450/2; currently age With a long term rate of expectancies. As a result of the significantly :
valuation movements. There was a improvement of 1.56% pa larger differences at individual employer
£89m net actuarial gain during 2023- ol i comparison to LGPS fund
averages), the life expectancy ranges may
2k . now be significantly wider at both the lower
. Pensioners: .2"*'5 gEelE and upper bounds. The potential difference
Life expectancy - Fu'ture pensioners: 25.8 years - in range can be around 8-10 years at the
Females currently W'th a long term rate of extremes of individual employer level life ,
aged 46/65 improvement of 1.5% pa expectancies. PwC believes these are
reasonable and robust approaches for IAS
19 reporting which give a reasonable best
estimate of current mortality rates.
Assessment

Dark purple - We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

- We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic

Grey - We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious

5

Light purple - We consider management’s process is appropriate and key assumptions are neither optimistic or cautious
© 2024 Grant Thornton UK LLP.
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2. Financial statements - key judgements and
estimates

Significant
judgement or Summary of
estimate management’s approach Audit comments Assessment
Net pension liability A checked the completeness and accuracy of the underlying information used to
T £167m determine the net pension liability.

A confirmed there were no changes to valuation method.

A confirmed the reasonableness of the Council’s share of LPS pension assets.

A checked the reasonableness of the increase in the net pension liability.

A we have checked the adequacy of disclosure of the net pension liabilities in the

financial statements.
Findings

During the audit process we received updated guidance related to IAS 19 and IFRIC 14.
There is a requirement to recognise an additional liability in cases where agreed past
service contributions could potentially lead to a future surplus that would not be
available after being paid (e.g., in the form of a refund or reduction in future
contributions). This means that an additional liability may need to be recorded even in
situations where there is an IAS 19 deficit at the year-end.

In response to this, we reviewed the accounting treatment and requested management
obtain an IFRIC 14 assessment from their actuary. The actuary advised management of
an additional liability of £75m at 31 March 2024. Due to the material change a prior
period adjustment is required, we therefore requested management to obtain IFRIC 14
assessments for the prior years as of 31 March 2022 and 31 March 2023. The full prior
year impact is yet to be determined.

Apart from this issue, our audit work in this area is complete, pending review. At this
stage, we have not identified any other issues related to this risk.

21
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2. Financial statements - key judgements and
estimates

Significant
judgement
or estimate

Summary of management’s approach

Audit comments

Assessment

Grant income
recognition
and
presentation -
£388.3m

Management’s policy states that grants are recognised as due to the
Authority when there is reasonable assurance that the Authority will
comply with the conditions attached to the payments, and the grants
or contributions will be received.

Where the acquisition of a fixed asset is financed, either wholly or in

part, by a government grant or other contribution, the amount of the
grant or contribution is recognised as income as soon as the Council
has reasonable assurance it will comply with the conditions attached
to the grant, and the grants or contributions will be received.

The Council has acted as the principal and credited such grants,
contributions and donations to the Comprehensive Income and
Expenditure Statement for the following grants:

A DWP - Housing Benefit

A DfE/ESFA - Dedicated Schools Grant

A Business Rate Relief S31 Grant

A DCLG - Revenue Support Grant; Adult Social Care Support
Grant; Revenue Support Grant; New Homes Bonus

A Adult Social Care - Improved Better Care Fund

A Home Office - Homes for Ukraine Scheme

A Council Tax Admin Grant

A Sales Fees and Charges Grant

A Disabled Facilities Grant

The Council recognised the following grants as agency transactions:

A Adult Social Care - Support Grant; Covid - 19 Infection Control
Funding

BEIS - Restart Grant
DLUHC - Council Tax Energy Bill Rebate
Energy Bills Support Scheme Alternative Funding

A
A
A
A Adult Social Care Rapid Testing Fund

Work performed during our audit covered the following:

A

TBC

review of management’s judgement of whether the Council is
acting as the principal or agent, which would determine
whether the Council recognises the grant at all.

check of completeness and accuracy of the underlying
information used to determine whether there are conditions
outstanding that would determine whether the grant be
recognised as a receipt in advance or income.

the impact for grants received, whether the grant is specific or
non-specific grant (or whether it is a capital grant] - which
determines how the grant is presented in the CIES.

review of adequacy of disclosure of management’s policy
around recognition of grant income in the financial
statements.

Findings

Our work on grant income is substantially complete, subject to
review. We have not identified any issues in respect of area at
this stage.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - key judgements and
estimates

Significant
judgement
or estimate

Summary of management’s approach

Audit comments

Assess
ment

PFI provision -
£24.8m

The carrying amount of the Council’s PFl liabilities at 31 March
2024 is £24.8m. The carrying amount of the associated lease
liabilities as 31 March 2024 is £7.6m. The discount rate used for
the fair values of finance lease assets and liabilities and PFI
scheme liabilities is calculated by discounting the contractual
cash flows at the market rate of borrowing with similar
remaining terms to maturity on 31 March 2024 for the PF
agreements and the long-term inflation forecast for our lease
agreements.

In 2023-24 there was an in-year difference on the Brent Co-
Efficient PFI, between the rent collected and the government
PFI grant received, versus the unitary payments and base
revenue costs. This difference amounted to £3.9m, which was
released from the provision set aside for this purpose (a
reduction in the provision). Furthermore, there was an
indication that the provision required for the end of 28/29
contract life needed to be increased by £6.1m.

A The draft financial statements includes an accounting policy for provisions
and PFl schemes.

A The disclosure of the PFI provision within the financial statement is adequate.

Findings

Our work in this area is in progress.

TBC

Minimum
revenue
provision
(MRP] - £18.1m

© 2024 Grant Thornton UK LLP.

The Council is responsible, on an annual basis, for
determining the amount charged for the repayment of debt
known as its MRP. The basis for the charge is set out in
regulations and statutory guidance.

The Council’s year-end MRP charge was £18.1m, a net
decrease of £4.6m from 2022-23.

Whilst we are satisfied that the Council has approved its MRP Policy through
appropriate governance structure, the Council will need to ensure that the MRP
continues to be adequate in the context of increased borrowing.

We have carried out the following work:
A confirmed MRP has been calculated in line with the statutory guidance;
A confirmed the Council’s policy on MRP complies with statutory guidance; and

A Assessed whether any changes to the Council's policy on MRP have been
discussed and agreed with those charged with governance and have been
approved by Full Council.

Findings

Our work in this area is under review.

TBC
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2. Financial statements - information
technology

This section provides an overview of results from our assessment of Information Technology (IT) environment and controls which included identifying risks from the use of IT
related to business process controls relevant to the financial audit. This includes an overall IT General Control (ITGC] rating per IT system and details of the ratings
assigned to individual control areas.

ITGC control area rating

Commercial in confidence

Level of
IT assessment Overall ITGC Security Change Batch Related significant
application performed rating management management scheduling risks/other risks
Oracle Roll-forward ITGC .
. 5 5 Management override of control
Fusion assessment
Red Red
ITGC assessment Valuation of other land and
Asset (design and buildings
Management implementation
effectiveness only] Valuation of council dwellings
ITGC assessment
PAY 360 (design and Does not relate to a significant

implementation
effectiveness only)

risk. It relates to cash.

*The significant deficiencies identified in our TGC assessment have been carried forward from the prior year and resolved during the year. Please see control number 10 and 11in appendix C
(page 44) for our follow-up on prior year recommendations.

Assessment

Red i Significant deficiencies identified in IT controls relevant to the audit of financial statements
i Non-significant deficiencies identified in IT controls relevant to the audit of financial statements/significant deficiencies identified but with sufficient mitigation of relevant risk
T IT controls relevant to the audit of financial statements judged to be effective at the level of testing in scope

B

© 2024 Grant Thornton UK LLP.

GreyT Notin scope for testing
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Commercial in confidence

matters discussed with

This section provides commentary on the significant matters we discussed with management during the course of the audit.

Significant matter

Commentary

Business conditions affecting the group or Council, and business plans and
strategies that may affect the risks of material misstatement.

We have not identified any other such matters.

Concerns about management's consultations with other accountants on
accounting or auditing matters.

From our work during the audit of the financial statements, and from discussions
with management and those charged with governance, we are not aware that
the Council has consulted with any other accountants.

Discussions or correspondence with management in connection with the initial or
recurring appointment of the auditor regarding accounting practices, the
application of auditing standards, or fees for audit or other services.

We have not identified any other such matters.

Significant matters on which there was disagreement with management, except for
initial differences of opinion because of incomplete facts or preliminary information
that are later resolved by the auditor obtaining additional relevant facts or
information.

We have not identified any other such matters.

Prior year adjustments identified.

Pensions liability — As outlined on page 20 of this report, amendments have
been made to the pension liability disclosed, recognising additional liability
where agreed past service contributions could potentially lead to a future
surplus that would not be available after being paid. The actuary advised
management of an additional liability of £75m at 31 March 2024. Due to the
material change a prior period adjustment is required, we therefore requested
management to obtain IFRIC 14 assessments for the prior years as of 31 March
2022 and 31 March 2023. The full prior year impact is yet to be determined.

PPE - Following audit enquiries on OLB assets management identified a
duplicate asset (value £26m]) in the FAR. We are reviewing management's
calculations and expect this could result in a prior period adjustment, refer to
page 12 of the report.

Other matters that are significant to the oversight of the financial reporting
process.

We have not identified any other such matters.

© 2024 Grant Thornton UK LLP.
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2. Financial statements - other communication

requirements

We set out below
details of other
matters which we, as
auditors, are required
by auditing
standards and the
Code to
communicate to
those charged with
governance.

© 2024 Grant Thornton UK LLP.

Issue

Commentary

Matters in relation
to fraud

We have previously discussed the risk of fraud with the Audit and Standards Committee. We have not been
made aware of any other incidents in the period and no other issues have been identified during the course
of our audit procedures.

Matters in relation
to related parties

We are not aware of any related parties or related party transactions which have not been disclosed.

Matters in relation
to laws and
regulations

You have not made us aware of any significant incidences of non-compliance with relevant laws and
regulations and we have not identified any incidences from our audit work.

Written
representations

We have requested a letter of representation from management. A copy is included in the Audit and
Standards Advisory Committee papers.

Audit evidence
and explanations

We have obtained all information and explanations requested from management to date.
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2. Financial statements - other communication
requirements

Issue

Commentary

Confirmation requests
from
third parties

We requested from management permission to send confirmation requests to the Council’s banking, investment and borrowing institutions.
This permission was granted, and the requests were sent. All requests were returned with positive confirmation.

We sent letters to those solicitors who worked with the group during the year. We have received responses with significant delays. We have
received a challenge from the solicitors that they will only respond about specific contingent liabilities. We await response from all of the
solicitors.

Accounting practices

We have evaluated the appropriateness of the Council's accounting policies, accounting estimates and financial statement disclosures.
Our review found no material omissions in the financial statements.

Audit evidence
and explanations/
significant difficulties

All information and explanations requested from management were provided. We acknowledge that the finance team worked hard and
helped us along the way. We held weekly meetings with the finance team. Despite good engagement, we did face several challenges to
complete this audit in line with the original timeframe agreed with management. Below is a summary of the issues faced:

Property, plant and equipment (PPE)

We experienced delays in receiving the PPE information. Although the valuer’s reports for buildings and council dwellings was received on
schedule, the detailed fixed asset register (FAR] was provided later on 11 July 2024. The FAR provided for audit did not align with the valuer’s
reports for land & buildings and council dwellings. Our audit procedures to reconcile the PPE note with the trial balance and the valuer’s
reports found that other land and building (OLB) assets of £18.27m were excluded from the FAR. When challenged, management explained
that they were not satisfied with the valuation of those assets and therefore did not update their revalued amounts in the FAR.
Consequently, these assets were depreciated a net book value basis rather than the revalued amounts.

We also identified that council dwellings of £26.7m were not revalued. In raising this issue, management decided to revalue these assets
due to their materiality. The final valuation report was provided on 27 September 2024 and necessitated significant changes to the PPE
note

As a result of these issues, testing of the material PPE balances was significantly delayed, with substantial time spent investigating the
differences at the outset - we held several meetings with management to resolve the issues. Furthermore, we found errors in the PPE note
regarding PPE transfers, additions, and revaluations leading to multiple iterations of the disclosure, each requiring auditor review. We also
identified material issues in the assets under construction balance, which led to increased audit testing.

We obtained the impairment report from management on 3 October 2024 and conducted our testing of the related accounting procedures
for revaluation reserves and the CIES. Following completion of our work, management pointed out that an incomplete report had been
provided to us, and the audit work had to be redone.

Continued overleaf

© 2024 Grant Thornton UK LLP.
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Issue

other communication

Commentary

Audit evidence
and
explanations/
significant
difficulties

Another problem identified in the PPE note pertained to in-year disposals. The net book value of disposed assets was insignificant at £2.9m, however the
gain on disposals disclosed was £22m. We deemed this to be highly unusual and of considerable materiality. We engaged in numerous meetings with
management to understand the basis of the gain. Initially management provided several incorrect listings to support the gain. Upon further challenge it
was discovered that management had not written off the net book value of two leased assets, Neville House & Peel Phase 4, resulting in the sale
proceeds being recognised in full, instead of the actual gain on disposal. This caused an overstatement of £10.5m in the financial statements, refer to
page 45 of this report for detail. We held multiple meetings with management to resolve the issue.

The PPE issues described resulted in increased time spent testing and resolving the problems. We have had to allocate additional time for team
members to complete the PPE work. We have also raised a control point on the same matter, detailed on Appendix B of this report. These additional
efforts have led to an increase in the fee, as outlined on page 50 of this report.

Bank reconciliation statements (BRS)

One of our audit procedures for cash and cash equivalents is to understand and test the bank reconciliation statements to identify and test any
reconciling items. We observed discrepancies between the Council’s bank statements and the general ledger. We noted that the general ledger
balance for the bank accounts did not match the general ledger bank balance in the BRS. This was brought to management's attention at the start of
the audit. It took a significant amount of time for management to respond to our queries regarding the BRS. Management asserted that the reports had
been prepared/extracted on an incorrect date, leading to an incorrect general ledger balance in the BRS. We received a revised BRS where the BRS
general ledger balance was changed to match the trial balance without updating reconciling differences. This prompted further queries from audit as
the reconciling differences were significant and lacked supporting evidence.

After several meetings with management, it was determined that the BRS was not accurate but deemed acceptable as were able to test the material
reconciling items. We have raised a control point regarding the need for management to prepare accurate BRS and review the reconciling items, as
detailed on Appendix B. This additional audit work has resulted in an increased fee, as outlined on pages 50.

Payroll - change in circumstances (CiC]) testing
To conduct our planned substantive analytical procedures for employee benefit expenditure, we rely on the Council’s full time eq_
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