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Dear Audit and Governance Committee Members

North West Leicestershire District Council — Completion report for Those Charged with Governance for the year ended 31 March 2024

This Audit Completion Report summarises the approach and outcomes arising from our audit for the benefit of Those Charged with Governance, as required by
International Standard on Auditing (UK) 260, the National Audit Office Code of Practice 2024 (the ‘Code’) and associated Auditor Guidance Notes. The contents of
this report relate only to those matters which came to our attention during the conduct of our audit procedures and have been discussed with management.

We were appointed as auditors to perform the audit in accordance with International Standards on Auditing (UK) (ISAs (UK), which are directed towards forming and
expressing an opinion on the financial statements that have been prepared on behalf of management with the oversight of Those Charged with Governance.

SN

Statutory Instrument (2024) No.907 - “The Accounts and Audit (Amendment) Regulations 2024” (the Sl) imposed a backstop date of 28 February 2025 by which date
we were required to issue our opinion on the financial statements. The Accounts and Audit Regulations 2015, as amended by the Accounts and Audit (Amendment)
Regulations 2024, imposed a statutory backstop date of 28 February 2025 for the publication by the Council of their final Statement of Accounts for 2023/24. The
Code of Audit Practice (2024) (the Code) issued by the National Audit Office (NAO) on behalf of the Comptroller and Auditor General (the Code) specifies that
auditors are required to issue their auditor’s report before this date, even if planned audit procedures are not fully complete, so that local government bodies can
comply with these statutory reporting timescales.

We were unable to issue our disclaimed opinion on the financial statements for 2023/24 by the backstop date as, at this date, the Council had not produced any
financial statements upon which an opinion could be issued. The Council subsequently published the 2023/24 accounts on 29 August 2025, six months after the
backstop date. The time constraints mean that we cannot complete all necessary procedures to obtain sufficient, appropriate audit evidence to support the opinion
and fulfil all the objectives of all relevant ISAs (UK). This decision is in line with ISA 200: Failure to Achieve an Objective 24.
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If an objective in a relevant ISA (UK) cannot be achieved, the auditor shall evaluate whether this prevents the auditor from achieving the overall objectives of the audit
and thereby requires the auditor, in accordance with the ISAs (UK), to modify the auditor's opinion or withdraw from the engagement (where withdrawal is possible under
applicable law or regulation).

Auditors have to consider whether the time constraints imposed by the backstop date mean that they cannot complete all necessary procedures to obtain sufficient,
appropriate audit evidence to support their opinion and fulfil all the objectives of the ISAs (UK). For 2023/24, the time constraints are further restricted by the fact that the
statutory backstop date of 13 December 2024 for outstanding periods to 31 March 2023 — all preceding audit periods — resulted in the issue of disclaimed audit opinions
by the Council’s predecessor auditor for the financial years ended 2022/23 and 2021/22. The 2021/22 and 2022/23 audits were disclaimed in line with the 13 December
2024 backstop date, resulting in a lack of assurance on the Council’s opening balances at 1 April 2023.

Taking the above into account, for the year ended 31 March 2024 we have determined that we cannot meet the objectives of the ISAs(UK) and we anticipate issuing a
disclaimer of opinion in our auditor’s report.

In completing our work for this audit year, we have taken into account Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Regulations 2024”
and Local Audit Reset and Recovery Implementation Guidance. We have also taken into account the requirements of the Local Audit and Accountability Act 2014, the
National Audit Office’s Code of Audit Practice (2024), the Statement of Responsibilities (from 2023/24 audits) issued by Public Sector Audit Appointments (PSAA) Ltd,
auditing standards and other professional requirements.

The responsibilities of the Council and Those Charged with Governance remain unchanged. The Council’'s Responsible Finance Officer has a responsibility under The
Accounts and Audit Regulations 2015 to confirm that the Accountability Statements included in the Statement of Accounts give a true and fair view. Those Charged with
Governance have an essential role in ensuring that it has assurance over the quality and accuracy of the financial statements prepared by management and the
Council’'s wider arrangements to support the delivery of a timely and efficient audit. The Public Sector Audit Appointment Limited’s Statement of Responsibilities
(paragraphs 26-28) clearly set out what is expected of audited bodies in preparing their financial statements.

Alongside our audit of the financial statements, under the Code we are also required to consider your arrangements for securing economy, efficiency and effectiveness
in your use of resources and to report any significant weaknesses we identify, including reporting these in our auditor’s report. We consider and report on the adequacy
of the Council’s financial reporting arrangements and the effectiveness of the Audit and Governance Committee, as the Council’s body charged with governance, in
fulfilling its role in those arrangements as part of our assessment of Value for Money arrangements. We also consider the use of other statutory reporting powers to
draw attention to weaknesses in those arrangements where we consider it necessary to do so.
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Where, as part of our work, we identify control weaknesses we also report these to you. However, our audit is not designed to test all internal controls or identify all
areas of control weakness. As such, 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 is intended solely for the information and use of the Audit and Governance Committee, and management, and is not intended to be and should not be used
by anyone other than these specified parties.

We would like to take this opportunity to record our appreciation for the assistance provided by your team during our audit.

Yours sincerely

Laura Hinsley
Key Audit Partner

For and on behalf of Azets Audit Services
()]

This report has been prepared for the sole use of the Council’s management and Those Charged with Governance. It should not be quoted in

whole or in part without our prior written consent and should not be relied upon by third parties. No responsibility is assumed by Azets Audit

p— A z E T S Services to any third parties. To the fullest extent permitted by law, 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.



Your key team members

Laura Hinsley
Key Audit Partner
Laura.hinsley@azets.co.uk

Helen Parks
Audit Director
Helen.parks@azets.co.uk

Sharlotte Amos
In-Charge Auditor
Charlotte.amos@azet.co.uk
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Executive summary

This section summarises for those charged with governance the work we performed on the Council’s financial statements, our findings on your value for money
arrangements and other matters arising from the statutory audit of North West Leicestershire District Council for the year end 31 March 2024.

Under International Standards on
Auditing (UK) (ISAs) and the
National Audit Office (NAO) Code
of Audit Practice 2024 ('the Code’)
we were appointed to report on
whether, in our opinion:

» The Council’s financial
statements give a true and fair
view of the financial position of
the Council and its income and
expenditure for the period; and
The Council’s financial
statements, have been properly
prepared in accordance with the
CIPFA/ LASAAC Code of
Practice on Local Authority
Accounting in the UK (the
‘CIPFA Code) 2023/24 and the
Local Audit and Accountability
Act 2014.

8.

We are also required to report on
other matters under the Code of
Audit Practice (2024), including any
significant weaknesses we have
identified in the Council’s
arrangements for securing
economy, efficiency and
effectiveness in its use of
resources.

Context for the audit

Timely, high-quality financial reporting and audit of local bodies is vital. It supports good decision making by local bodies and ensures
transparency and accountability to local taxpayers. There is general agreement that the backlog in the publication of audited financial
statements by local bodies has grown to an unacceptable level and that all stakeholders in the sector need to work together to address this.
The factors which have led to this situation are widespread and varied. These include the following:

* Increased complexity of financial and other reporting requirements within the sector;

* Increased volume of complex capital and income generation transactions which require specialist accounting and auditing expertise, and
which take significantly more time to prepare and audit;

*  Lack of capacity within local authority financial reporting professions and audit firms with specialist public sector experience; and

* Increased regulatory pressure on auditors, which in turn has increased the scope and extent of audit procedures performed.

The Ministry of Housing, Communities and Local Government (MHCLG), formerly the Department of Levelling Up Homes & Communities
(DLUHC), has worked collaboratively with the Financial Reporting Council (FRC) and other system partners including the NAO to develop
and implement measures to clear the backlog.

In July 2024, the Minister for MHCLG issued a statement confirming the government’s plans to:

* Reset and clear the backlog through the setting of a statutory backstop date of 13 December 2024 for any outstanding financial
statements for financial years to 2022/23;

* Recover assurance over a five-year period to 2027/28 to avoid a recurrence of the backlog through the setting of further backstop dates
for financial years 2023/24 to 2027/28; and

* Reform the local audit system to address the systemic challenges and embed timely financial reporting and audit.

Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Regulations 2024” (the Sl), together with the updated NAO
Code of Audit Practice 2024 and the Local Audit Reset and Recovery Implementation Guidance give effect to the ministerial statement and
have all been developed to ensure auditor compliance with International Standards on Auditing (UK) (ISAs (UK)).

continued. ...
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Executive summary

Statutory backstop dates were published in The Accounts and Audit (Amendment) Regulations 2024, which were approved by Parliament and came into force on 30 September 2024.
These regulations were subsequently incorporated into The Accounts and Audit Regulations 2015 (as amended).

Alongside this updated legislation the NAO updated the Code of Audit Practice (the Code) to reflect the statutory backstop requirements. The 2024 Code was approved by Parliament
on 14 November 2024. At the same time the NAO issued the Local Audit Reset and Recovery Implementation Guidance (the LARRIGS) to facilitate auditor compliance with
International Standards on Auditing (UK) (ISAs (UK), which were endorsed by the FRC.

The Council’s 2021/22 accounts were published on 26 June 2024, and the 2022/23 accounts were published on 31 October 2024. The 2021/22 and 2022/23 audits were disclaimed in
line with the 13 December 2024 backstop date, resulting in a lack of assurance on the Council’s opening balances at 1 April 2023.

As a result of the system wide implementation of backstop dates, we intend to issue a disclaimer of the audit opinion on the Council’'s 2023/24 accounts.

Financial statements — the 2023/24 audit

The statutory deadline for councils to issue unaudited financial statements for 2023/24, as set out in the Accounts and Audit Regulations 2015 (as amended), was 31 May 2024. The
Accounts and Audit Regulations 2015 required the Authority to make its financial statements for the year ended 31 March 2023 available for public inspection by the first working day
in June 2023.

Whilst we had undertaken as much work as possible ahead of this date in support of the 2023/24 audit, we were not able to commence our work on the financial statements before the
accounts were submitted to us.

The Council issued its unaudited financial statements on 29 August 2025, 15 months after the statutory deadline. The public inspection period ran from 01 September 2025 to 31
October 2025. Although we undertook as much preparatory, planning and interim work as possible in support of the 2023/24 audit, we were not able to commence our fieldwork on the
financial statements before the accounts were submitted to us.

The absence of assurance over opening balances resulting from the disclaimers of opinion issued over the prior years, combined with the statutory backstop date for 2023/24 having
passed before the accounts were published, restricted the audit procedures that we had planned to undertake to gain assurance on the Council’'s 2023/24 financial statements. These
planned procedures were reported in our audit plan in April 2025. We also experienced delays in the receipt of information from the Council, as officers were also working on producing
the 2021/22 and 2022/23 accounts, which impeded the progress of the 2023/24 audit prior to the production of the financial statements. As the backstop date had passed six months
before the 2023/24 accounts were published, there is insufficient remaining time and resource available to obtain sufficient appropriate audit evidence to conclude that the 2023/24
financial statements as a whole are free from material misstatement, including recovering missing assurance from earlier years.

We therefore plan to issue a disclaimer of the audit opinion on the Council’s 2023/24 accounts.

We have prioritised available resources in carrying out audit procedures which will provide us with audit information which we can accrete to future audit periods in line with the
guidance set out in the LARRIGs.

continued....
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Executive summary

We have undertaken the following planning tasks:

* Required independence procedures;

* Determination of materiality at the planning stage and reconsideration upon receipt of the financial statements;

* Made inquiries of Management, Those Charged with Governance and Internal Audit;

*  Procedures in relation to understanding the entity and its environment, and assessing the Council’s control environment;

* Planning procedures in relation to applicable laws and regulations;

* Planning assessment and consideration of the Council’s related party transactions;

* Review of key Council minutes;

* Review of internal audit reports and finding reports;

*  Assessment of competence, capability and independence of experts used by the Council in the preparation of the financial statements;

* Undertaking planning analytical procedures and follow up with management;

* Updated our understanding of the business, including through review of responses to inquiry letters, minute review and in discussion in our internal planning meetings, including our
review of IT General Controls and additional procedures required under ISA (UK) 315;

© Risk-based scoping of audit procedures at the financial statements level and at the assertion level;

* Identified significant risks of material misstatement;

* Considered any other matters that may require reporting to regulators, or which may result in a modification to the audit report, e.g. non-compliance with laws and regulations,
objections, significant weaknesses in arrangements for value for money and any matters that may result in the use of the auditor’s powers; and

*  Production and agreement of the Audit Plan presented in April 2025.

In order to issue our auditor’s report, we require completion of the following matters:

* Receipt and review of the management representation letter;

* Receipt and review of the final amended, approved Statement of Accounts;

* Responses from management regarding subsequent events up to the date of the opinion and completion of subsequent events audit procedures; and
* Final engagement lead ‘stand-back’ review of the file.

We will continue to consider existing and new information which could influence our final audit report (opinion).



Executive summary

The Council’s Director of Resources is responsible for ensuring that the Council has adequate internal controls in place to produce financial statements that give a true and fair view
and for reconfirming the material accuracy of the financial statements before they are approved by the Audit and Governance Committee.

Where, from our procedures performed, we have identified errors or misstatements in the financial statements, disclosure errors, or inconsistencies with the prior year, we report
these in this report. Any such matters reported are not exhaustive due to the lack of time available to complete our work. We are unable to confirm if there are any other
misstatements in the financial statements for 2023/24 beyond those reported in this report.

During our work we identified some deficiencies in your internal controls which are set out in Appendix 1.

Value for money
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.
We have completed our value for money work, and our detailed findings are presented in the Auditor's Annual Report, which will be issued alongside this Audit Completion Report.

In 2022/23 the predecessor auditor identified a significant weakness in the Council’'s arrangements for the preparation and publication of financial statements. The significant
weakness remained appropriate at the time we completed our audit planning procedures for 2023/24. We have since completed further value for money work and have concluded
= .

accordingly.

We have made three key recommendations regarding the significant weaknesses identified in respect of governance. We have also raised one other recommendation regarding the
Council’s arrangements for improving economy, efficiency and effectiveness and one relating to the Council’s arrangements for financial sustainability.

Statutory duties

The Local Audit and Accountability Act 2014 (the Act) requires us to: report to you if we have applied any of the additional powers and duties available to us under the Act; and
certify the closure of the audit.

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the course of the audit, either for the
Council to consider it, or to bring it to the attention of the public.

We have not exercised any statutory powers or duties available to us for 2023/24.

We expect to certify the closure of the audit within our auditor’s report.



KEY:

Q u a I ity i n d i Cato rs ﬁ Significant improvement required

Metric

Grading

Developing
GREEN: Mature

Commentary

Timeliness of draft
financial statements

Quality of working
papers provided and
adherence to timetable

. .Timing of key accounting
Nudgements

Access to finance team
and other key personnel

Timeliness of Narrative
Report and Annual
Governance Statement

Volume and magnitude
of identified errors

Red

Red

Red

N/A

Under The Accounts and Audit Regulations 2015, the deadline for the production and approval for the draft financial statements was 31 May 2024.
The Council did not prepare its draft accounts in line with this deadline as, at the time, the prior year audit had not been concluded. The draft financial
statements were published and made available for inspection on the Council’'s website on 29 August 2025, 14 months after the statutory deadline for
publishing draft accounts and six months after the statutory backstop for publishing audited financial statements. We consider significant
improvements to be required relating to the timeliness of the production of the Statement of Accounts.

We experienced delays in the provision of information throughout the planning phase of the audit. We did not request any working papers in relation
to the draft financial accounts for the year ended 31 March 2024, as the backstop date has already passed, and we had insufficient time to complete
substantive testing on the draft financial statements.

Due to delays in the finalisation of the accounts and the constraints imposed by the backstop date, we have not been able to assess the timing and
quality of key accounting judgements, other than noting the timeliness of these judgements being made was significantly later than the required
statutory deadlines.

The finance team responded to our audit queries to the best of their ability. However, their capacity to engage was constrained by the need to
prioritise the closure of the outstanding 2021/22 and 2022/23 audits led by the predecessor auditor. As a result, interaction with the finance team
during the audit was subject to delays and resulted in the need to schedule additional interim visits and meetings.

Under The Accounts and Audit Regulations 2015 the deadline for the production and approval for the draft financial statements was 31 May 2024.The
Council did not prepare its draft accounts in line with this deadline as, at the time, the prior year audit had not been concluded. The Annual
Governance Statement and Narrative Report were published and made available for inspection on the Council’s website on 25 September 2025, 15
months after the statutory deadline for publishing draft accounts and seven months after the statutory backstop for publishing audited financial
statements.

We have reviewed the draft financial statements for internal consistency, arithmetic accuracy and to assess whether the comparators in the 2023/24
financial statements agree with the figures in the 2022/23 disclaimed financial statements. Notwithstanding this, we have determined that the delay
beyond the backstop date on 28 February 2025, has prevented us from being able to complete all necessary procedures to obtain sufficient
appropriate audit evidence and to fulfil the objectives of all the relevant ISAs (UK). As a result of the material and pervasive nature of missing
assurance, we intend to issue a disclaimer of opinion in our audit report.
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Audit scope and general approach

This section sets out the scope and nature of our audit and should be considered in conjunction with the Terms of Appointment and Statement of Responsibilities
issued by Public Sector Audit Appointments Limited (PSAA).

The primary
responsibility
for the
prevention and
detection of
fraud rests
with
management
and Those
Charged with
toGovernance,
including
establishing
and
maintaining
internal
controls over
the reliability
of financial
reporting,
effectiveness
and efficiency
of operations
and
compliance
with applicable
laws and
regulations.

Scope and general approach

Our objective when performing an audit is to obtain reasonable

assurance as to whether the financial statements as a whole are free

from material misstatement and to issue an auditor’s report that
includes our auditor’s opinion.

As part of our risk-based audit approach we:

Perform risk assessment procedures including updating our
understanding of the Council, including its environment, the
financial reporting framework and its system of internal control;

Review the design and implementation of key internal controls;

Identify and assess the risks of material misstatement, whether
due to fraud or error, at the financial statement level and the
assertion level for classes of transaction, account balances and
disclosures;

Design and perform audit procedures responsive to those risks,
to obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion; and

Exercise professional judgment and maintain professional
scepticism throughout the audit recognising that circumstances
may exist that cause the financial statements to be materially
misstated.

We reported the significant and other risks we had identified in our
audit plan to the Audit and Governance Committee in April 2025.

Work undertaken in 2023/24

2023/24 is our first year of appointment as external auditors to North West
Leicestershire District Council. We commenced our audit in September 2023 and
have undertaken planning procedures and interim testing procedures, including
additional work required under ISA (UK) 315. Subsequent to our appointment,
MHCLG introduced statutory backstop dates, including for the 2023/24 audit.

Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment)
Regulations 2024” (the Sl) imposes a backstop date of 28 February 2025. By this
date we were required to issue our opinion on the financial statements.

We have considered whether the time constraints resulting from the backstop
date, along with the delay in producing the financial statements for the year ended
31 March 2024, prevent us from completing all necessary procedures to obtain
sufficient and appropriate audit evidence to support the opinion and fulfil all the
objectives of all relevant ISAs (UK).

This decision is in line with ISA 200: Failure to Achieve an Objective 24.

If an objective in a relevant ISA (UK) cannot be achieved, the auditor shall
evaluate whether this prevents the auditor from achieving the overall objectives of
the audit and thereby requires the auditor, in accordance with the ISAs (UK), to
modify the auditor's opinion or withdraw from the engagement (where withdrawal
is possible under applicable law or regulation).

Taking the above into account, for the year ended 31 March 2024 we have
determined that we cannot meet the objectives of the ISAs (UK) and we anticipate
issuing a disclaimer of opinion.
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Materiality

Under ISA (UK) 260 As set out in our audit plan, we determined materiality at the planning stage as £780k for the Council based on 1.25% of gross expenditure of the
last available draft financial statements. At the time, this was the unaudited financial statements for 2022/23. On production of the financial
statements for 2023/24 we reconsidered our materiality determination. We have noted expenditure has increased for the 23/24 draft financial
statements; however, we have elected to leave materiality at the thresholds set at planning for prudency.

‘Communication with those
charged with governance’, we
are obliged to report

uncorrected omissions or We have determined that no specific materiality levels need to be set for this audit.
misstatements other than
those which are ‘clearly trivial Materiality area Planning Final

Explanation

fo those charged with

governance. ISA (UK) 260 £000 £000

780 780 This is the equivalent of 1.25% of gross revenue expenditure based on the

defines: o 2023/24 draft financial statements. This is based on the risk profile of the Council

LT R S f0v<atLaIIf|_11ater!a:|ty and its primary objective to deliver public services. This is a common measure for
thatarelcleay (:rt € |ntanC|a calculating materiality for councils as the users of the Council’s financial

B e R e BN statements are considered to be most interested in where the Council has

EN ; expended their income during the year.

taken individually or in
aggregate and whether

T o T .
judged by any quantitative 468 468 Peﬁormance materiality hgs been set at 60% of pverall materiality. Thls is based
or qualitative criteria; on the internal control environment of the Council and reflects our risk assessed

. material as an omission or Performance knowledge of the potential for errors occurring. It is intended to reduce, to an

materiality acceptably low level, the probability that cumulative undetected and uncorrected

misstatement that would
reasonably influence the
users of the financial
statements.

misstatements exceed materiality for the financial statements as a whole.

39 39 This is set at 5% of the headline materiality calculation.

Individual errors above this threshold are communicated to Those Charged with

The assessment of what is Trivial threshold Governance.

material is a matter of
professional judgement and is
affected by our assessment of
the risk profile of the business
and the needs of the users.
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Significant risks of material misstatement

This section of our report includes a summary of the significant risk areas we identified during our audit planning that required special consideration. It provides an
overview of our risk identification for the year to 31 March 2024. We set out our planned responses to each of these risks in our audit plan.

We have not amended the risks which we reported in our audit plan as formally presented to you on

Significant risk

Fraud risk?

Planned approach

to controls

Level of judgement /
estimation uncertainty

Work completed

Prior year opinion on the financial No N/A Low The work we completed is set out on the
statements next page.
Management override of controls Yes Assess design & Low Due to the missing assurance for prior
implementation periods and the time constraints imposed
Presumption of fraud in revenue and Documentation of Low by the statutory backstop we have been
enditure recoanition Rebutted Drocesses unable to complete all our planned
il g procedures on the significant and other
Valuation of land and buildings and No Assess design & High risks we identified.
investments property implementation g _ _
As a result of the material and pervasive
nature of missing assurance, and the
. : Rl : imminent statutory backstop date of 28
Valuation of pension assets and liabilities Assess design & . Imminen ,
(IAS19) No implementation High February 2025 for the 2023/24 audit, we
intend to disclaim the audit in our audit
report.
Assess desian & As noted above, we intend to disclaim the
. , . . 9 audit in our audit report. We have further
Implementation of a new financial system No implementation Low

considered this as part of our VFM work
for 2023/24.

{— ]
A/ AZETS
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Significant risks of material misstatement

Identified risk

Prior year opinion on the financial statements

In our audit plan we highlighted that your predecessor auditor

were unable to complete their audits of the 2021/22 and
2022/23 financial years and issued disclaimed opinions for
both years in December 2024. As a result, we reported the

significant risk that:

+ there may be limited assurance available over the

o1

Council’s opening balances in the 2023/24 financial
statements, including those balances which involve higher
levels of management judgement and more complex
estimation techniques (e.g. defined benefit pensions
valuations and property, plant and equipment valuations,
amongst others).

significant transactions, accounting treatment and
management judgements may not have been subject to
audit for one or more years — or at all. This may include
management judgements and accounting treatment in
respect of significant or complex schemes or transactions
which came into effect during the qualified or disclaimed
periods.

Audit procedures completed

In response to this risk, we have:
» considered the findings and outcomes of your

prior year audits and their impact on our 2023/24
audit;

considered the impact on our 2023/24 audit of
the prior year disclaimed audit opinions you have
received from your predecessor auditor, with
particular regard to opening balances and
‘unaudited’ transactions and management
judgements made in previous disclaimed years
which continue into 2023/24; and

considered the impact of any changes in The
CIPFA Code requirements for financial reporting
in previous and current audit years.

Outcome

The Council’'s accounts were disclaimed for 2021/22
and 2022/23 under the statutory back stop as there was
not sufficient time for the predecessor auditor to
complete the audits. This means we have no assurance
over the comparators in the 2023/24 financial
statements and no assurance over transactions
occurring in those years which impact the figures
reported in the financial statements for 2023/24.

Statutory Instrument (2024) No. 907 - “The Accounts
and Audit (Amendment) Regulations 2024” (the SI)
imposes a backstop date of 28 February 2025. By this
date we were required to issue our opinion on the
financial statements. We were unable to do so as the
financial statements had not been issued at this time.
They were subsequently published on 29 August 2025.

We have concluded that the time constraints resulting
from the backstop date, along with the delay in
producing the financial statements until after the
backstop date had passed, mean that we cannot
complete all necessary procedures to obtain sufficient,
appropriate audit evidence to support the opinion and
fulfil all the objectives of all relevant ISAs (UK).

Therefore, we anticipate issuing a disclaimer of opinion.

14



2023/24 work and building back assurance

Following the commencement of our appointment as external auditors from 2023/24, we
began our audit in September 2023 and have worked closely with the Council by:

*  Confirming and evidencing our independence to act as appointed external auditors;
*  Confirming engagement acceptance and continuance arrangements;

*  Establishing working arrangements with the Council’'s Section 151 Officer and
finance team;

* Undertaking planning procedures in line with the requirements of relevant ISAs (UK)
to develop our understanding of the Council, confirm the scope of our external audit
and identify and assess risks of material misstatement in the financial statements;

* |ssuing audit requests to the Council’s finance team using our “Inflo” portal to ensure
that both we and the finance team develop an understanding of audit requirements
and expectations, and the nature of the information held by the Council to support
the financial statements;

LT

*  Considering the implications of the statutory backstop legislation and the anticipated
assurance likely to be available from the predecessor auditor and considering the
impact of these matters on our approach.

As a firm we have invested considerable resources in developing our overall response to
the anticipated issuing of disclaimers of opinion for 2022/23 and prior years, and the
impact that this has on our audit responsibilities and audit approach for 2023/24 and
future years.

Due to the audit complexities caused by the issue of previous disclaimers of opinion, the
protracted duration of the audit due to the missed backstop dates and the delays and
challenges encountered in progressing the audit, our work has required greater
involvement from senior members of the audit team than would normally be the case.

Specific procedures we have undertaken in 2023/24 include the following:

Reviewing minutes of meetings including, but not limited to, full Council and the Audit
and Governance Committee;

Agreeing opening balances and comparative figures to prior year financial statements;
Checking financial statements for internal consistency and arithmetic accuracy;

Undertaking a high-level Audit Manager and Engagement Lead review of the 2023/24
financial statements;

Confirming whether accounts have been issued and approved in line with The
Accounts and Audit Regulations 2015;

Updating our planning and risk assessment and procedures on receipt of the financial
statements (post-statement procedures) including re-considering our materiality
thresholds;

Procedures in respect of subsequent events after the balance sheet date, including
enquiries of management;

Considered the form and content of the Narrative Report and Annual Governance
Statement;

Evaluating any misstatements identified;

Considering the impact of and response to the significant weaknesses identified by the
predecessor auditor for value for money;

Ongoing meetings with the Director of Resources; and

Drafting an Audit Plan, the Audit Completion Report and the Auditor’s Annual Report
and presenting these to the Audit Committee.
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2023/24 work and building back assurance

As per LARRIG guidance issued by the NAO there is a recognition that the
process of rebuilding assurance following a previous modified or disclaimed
audit opinion will take a number of years, as it will be necessary to rebuild
assurance on all balance sheet and CIES areas. Where balances are
inherently tied to transactions which occurred during disclaimed periods,
particularly reserves, we will need to obtain assurance over these historical
transactions. In the case of North West Leicestershire District Council,
disclaimers of opinion issued prior to our appointment as auditors for 2023/24
cover the financial years 2021/22 and 2022/23.

As part of our work in 2023/24, we have begun assessing what procedures,
carried out in 2024/25 and will be used to inform the process of rebuilding
assurance in future years.

Ve intend to accrete this work into future audit periods to inform the future
building back of assurance. We are committed to working with the Council
over the term of our appointment towards a position of being able to issue an
unmodified opinion. This will require us to apply a process of rebuilding
assurance over all financial years for which disclaimers of opinion have been
issued.

As a result of the approach adopted we have begun to develop our
understanding of the Council’s systems, process, controls and arrangements
for the preparation of the financial statements and have gathered information
which may inform the process of rebuilding assurance in future years.

The late production of the financial statements means that, whilst audit time
was consumed in liaison, planning, engagement and re-engagement, there
are limited areas of the financial statements where work from 2023/24 can be
accreted into future years. Specific areas in which we have undertaken work
in 2023/24 which could be used as part of the rebuilding assurance process
for the Council in subsequent years includes the following:

IT General controls and work under ISA315;

We have also gained a detailed understanding of the challenges the Council has faced in relation to the
implementation of Unit 4 and the impact it may have on our future audit approach.

Audit differences

We have reviewed the financial statements for internal consistency, arithmetic accuracy and to
assess whether the comparators in the 2023/24 financial statements agree with the figures in
the 2022/23 audited financial statements.

Our work has identified the following items to report to you:

The impact of the IAS 19 asset ceiling calculation was incorrectly included within long term
debtors in the draft accounts. This is now included in long term liabilities; however we have
not audited the accuracy of the updated position.

The draft accounts did not include supporting notes for intangible assets and heritage
assets which are material figures within the balance sheet. These are now included.

The audit fee for 2023/24 was disclosed incorrectly, this has been corrected.

The net cost of services disclosed within the narrative report does not agree to the CIES by
a material amount.

There are some material adjustments required to note 8 of the accounts. However, we will
not know the full extent of these until we have finished our build back testing on property,
plant and equipment movements since 2021/22. This work is ongoing and any required
changes to the impact on the core financial statements will be processed in the 2025/26
accounts.

Since submitting the draft accounts to audit management has made a series of changes to
the accounts. We have not had sufficient time to audit these changes.

Due to the imposition of the statutory backstop in conjunction with the late production of the
financial statements, there may be other errors in the accounts which have not had time to be
subject to detailed audit procedures.
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Significant matters

As required by the ISAs, we must notify you of the significant findings from the audit. Due to the time constraints arising from the statutory backstop, we have not been able
to complete all our planned audit procedures. We have therefore summarised any significant matters we identified from the procedures we completed in the table below.

Significant qualitative aspects of accounting practices including accounting policies, accounting
estimates and financial statement disclosures, including cconcerns identified in the following:

» Consultation by management with other accountants on accounting or auditing matters;

» Matters significant to the oversight of the financial reporting process;

» Adjustments / transactions identified as having been made to meet an agreed budget.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to finalise all planned audit procedures. We have no
matters to report in respect of this from the work undertaken to date.

Any significant difficulties encountered during the audit.

[N
©

Significant delays were experienced throughout the audit duration, resulting in the
need for additional and re-scheduled visits during the planning and interim phases.
Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but are unable to complete all planned audit procedures.

Any significant matters arising from the audit that were discussed with management, including:
» Significant management judgements where there was disagreement over the judgement;

+ Consistency of opening balances with prior year financial statements;

* |nconsistencies between the financial statements and trial balance;

+ Findings and issues around the material accuracy of opening balances;

» Any other matters significant to your oversight of the financial reporting process.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to complete all planned audit procedures. We have
no matters to report in respect of this from the work undertaken to date.

Other significant matters - If an objective in a relevant auditing standard cannot be achieved, we are
required to evaluate whether this prevents us from achieving the overall objectives of the audit and
therefore requires us to modify our auditor's opinion, or to withdraw from the audit engagement
(where this is possible under applicable law or regulation). Due to the statutory backstop date, we
are unable to meet the objectives of the ISAs (UK) in full and will therefore disclaim our opinion.

Due to the time constraints resulting from the statutory backstop date and the
delay in producing the financial statements for the year ended 31 March 2024, we
have started but been unable to complete all planned audit procedures.

A/ AZETS
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Financial statements: other responsibilities

As required by the ISAs, we must notify you of other matters if they are significant to your oversight of the Council’s financial reporting process. Due to the limited time
available following the statutory backstop date, and the delay in producing the financial statements for the year ended 31 March 2024, we were unable to complete all our
planned audit procedures. We have therefore summarised any significant matters we identified from the procedures we completed in the table below.

Matter

Matters in relation to fraud

Commentary

We have previously discussed the risk of fraud with management and the Audit
and Governance Committee and reflected this in our audit plan. We have not
subsequently been made aware of any other incidents.

Outcome

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report.

Mgtters in relation to related
parties

ISA 550 requires that the audit process starts with the audited body providing a
list of related parties to the auditor, including any entities under common control.
During our audit planning you have informed us of the individuals and entities that
you consider to be related parties.

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report

Matters in relation to
compliance with laws and
regulations

You have not made us aware of any significant incidences of non-compliance
with relevant laws and regulations.

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report

Written representations

A letter of management representations has been requested from the Council.

Please refer to the letter of representation included alongside
this report.

il
A/ AZETS
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Financial statements: other responsibilities

Matter Commentary

Confirmation requests from
third parties

We requested permission from the Council to send confirmation requests to third
parties. All requested confirmations have been received.

We also requested management to send letters to those solicitors who worked
with the Council during the period. We received responses to all our enquiries.

Outcome

Due to the limited time available following the statutory
backstop date, and the delay in producing the financial
statements for the year ended 31 March 2024, we were unable
to conclude all our planned audit procedures. We have no
further matters to report in respect of this beyond those set out
elsewhere in this report.

Going concern Management is required to make and document an assessment of whether the
Council is a going concern when preparing the financial statements. The review
period should cover at least 12 months from the date of approval of the financial
statements. Management are also required to make balanced, proportionate and
clear disclosures about going concern within the financial statements where

material uncertainties exist in order to give a true and fair view.

T¢

As auditors, we are required to “obtain sufficient appropriate audit evidence about
the appropriateness of management's use of the going concern assumption in the
preparation and presentation of the financial statements during our audit and to
conclude whether there is a material uncertainty about the entity's ability to
continue as a going concern” (ISA (UK) 570).

Management prepared the financial statements on a going
concern basis applying the continuation of services provision
set out in the ‘CIPFA Code’ and Practice Note 10. We concur
with this assessment.

As we will be issuing a disclaimer of opinion, we have not
considered whether there are any material uncertainties that
would need to be disclosed in the financial statements.

continued....
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Financial statements: other responsibilities

Matter

Other information included
in the Financial
Statements: Narrative
Report and Annual
Governance Statement

Commentary

Under the Code of Audit Practice, we are required to read and report on whether the other information
included in the Statement of Accounts (including the Narrative Report and Annual Governance
Statement) is materially inconsistent with the financial statements and our knowledge obtained from the
audit or otherwise appears to be materially misstated. We are required to report by exception if the
annual governance statement does not comply with the disclosure requirements set out in
CIPFA/SOLACE guidance or is misleading or inconsistent with the information of which we are aware
from our audit.

Audit Guidance Note 07, issued by the National Audit Office, confirms that where a disclaimer of opinion
is issued, we may report that we have not completed this work.

Outcome

We have considered the information presented
in the Annual Governance Statement for
consistency with our knowledge of the Council.
We requested that management make
amendments to the AGS to specifically
reference the significant weaknesses identified
from our VFM work in relation to the
implementation of Unit 4.

As we have concluded we will be issuing a
disclaimer of opinion we have not concluded
on this work.

N
Other matters on which we
report by exception

We are also required to report by exception:

* If we have applied any of our statutory powers or duties

* Where we are not satisfied in respect of arrangements to secure value for money and have reported
significant weaknesses.

We have concluded there are significant
weaknesses in the Councils arrangement to
achieve value for money. Further detail are set
out in the Value for Money section of this report
and in our Auditor’'s Annual Report.

Specified procedures for
the Whole of Government
Accounts (WGA)

We are required to carry out specified procedures on behalf of the NAO on the WGA consolidation pack
under WGA group audit instructions. Group instructions were issued in July 2024 which set out the
procedures that the NAO require from component auditors.

The Council does not exceed the audit threshold for detailed testing set out in the group instructions,
Submission of a partial assurance statement is therefore required, However, the instructions state that
the NAO may direct auditors of components below the audit threshold to undertake additional work

The requirement to submit our assurance
statement to the NAO has expired as the NAO
has now concluded and certified the Whole of
Government accounts for 2023/24.

Certification of closure of
the audit

We are required to certify the closure of the audit on completion of all audit work for the financial year
required under the Code.

We expect to certify the closure of the audit
within our auditor’s report.

A/ AZETS
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Audit adjustments

We are required to report all non-trivial misstatements identified during the audit to those charged with governance, whether or not the accounts have been adjusted by
management.

Impact of adjusted and unadjusted misstatements and misclassification and disclosure amendments

We have determined that the imposition of the backstop has created time constraints which impede our ability to complete all necessary procedures to obtain sufficient
appropriate audit evidence and to fulfil the objectives of all the relevant ISAs (UK) in relation to balances.

As a result of the material and pervasive nature of missing audit assurance, the statutory backstop date of 28 February 2025 and delays in the production of the financial
statements for the year ended 31 March 2024, we have been unable to obtain sufficient appropriate audit evidence to support our opinion. Accordingly, we intend to issue
a disclaimer of opinion in our audit report.

The work we have undertaken to date has identified the following:

» The impact of the IAS 19 asset ceiling calculation was incorrectly included within long term debtors in the draft accounts. This is now correctly included in long term
liabilities.

* The audit fee for 2023/24 was disclosed incorrectly.

Management have seeked to rectify the finding in relation to the asset ceiling calculation and have processed a material adjustment to the financial statements to reduce

long term debtors by £12.695m, increase other long-term liabilities by £11.974m, with a corresponding movement in the actuarial (gains) / losses on the pension within the

CIES of £24.669m.

We have also noted that there has been an increase in the Councils net expenditure of £698k from the draft financial statements to the final version. When processed in
conjunction with the above adjustment, this has a collective reduction to the total comprehensive income and expenditure by £25.366m.
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Value for money

We are required to consider whether the Council has established proper arrangements to secure economy, efficiency and effectiveness in its use of resources, as set out
in the NAO Code of Practice (2024) and the requirements of Auditor Guidance Note 3 (‘AGN 03’). Where significant weaknesses are identified we report by exception in
the auditor’s opinion on the financial statements. In addition, auditors provide an annual commentary on arrangements published as part of the Auditor's Annual Report.

Auditor’s
Assess Assess Annual

Auditor’s
Report

Report
WREher . Undertake \A!he_tr_\er = Issue Make significant
there are Audit . significant . .
: detailed narrative recomm- weaknesses in
risks of HE work Ctelrs commenta endations our auditor’s
significant has been i

weakness identified report

SN
In undertaking our procedures to understand the body’s arrangements against the specified reporting criteria, as set out in AGN 03), we identify whether there are risks of significant
weakness which require us to complete additional risk-based procedures.

The predecessor auditor reported their work for 2022/23 in December 2024 and identified significant weaknesses in the Council’s arrangements for the preparation and publication of

financial statements. The significant weakness remained appropriate at the time we completed our audit planning procedures for 2023/24. We have since completed further value for money
work and have concluded accordingly.

We have made key recommendations regarding the significant weaknesses identified in respect of governance. We have also raised one other recommendation regarding the Council’s
arrangements for improving economy, efficiency and effectiveness and one other recommendation regarding the Council’s arrangements for financial sustainability.

The significant weaknesses and recommendations made are summarised on the following pages. These and other issues identified during the course of our value for money work have
been also documented in our Auditor's Annual Report.
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Value for money: updated risk assessment

The predecessor auditor has reported significant weaknesses in 2022/23 as follows, together with the associated key recommendations.

Significant weaknesses reported in O LU EUETE
made by prior year Impact on 2023/24 risk assessment

Criteria
2022/23 auditor in 2022/23

Financial sustainability No No No significant risks identified.

Risk of significant weakness identified in the
Yes arrangements to support financial reporting

Governance Yes
requirements.

'i]?npro.v ing economy, efficiency and No No No significant risks identified.
effectiveness
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Value for money 2023/24 outcome

LD et S Final — significant weakness

identified? Key recommendations made?

Reporting criteria significant weakness

Other recommendations
made?

identified?

Financial sustainability
How the body plans and manages its

) X No No No Yes
resources to ensure it can continue to
deliver its services
Governance
How the body ensures it makes informed Yes Yes Yes No
del\c)isions and properly manages risk

[e))
Improving economy, efficiency and
effectiveness
Yes

How the body uses information about its No No No
costs and performance to improve the way
it manages and delivers its services
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Value for money - significant weakness

These recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to address
the recommendations made will support the Council in addressing the weaknesses identified from our work.

Key
recommendation

We recommend that the
Council records are
maintained for key
procurement activities,
which clearly support
management’s decision-
ml\gking process. For such
dekisions, the Council
should perform options
appraisals, considering
the risks present and
mitigations needed to
reduce any risks present
to an acceptable level.

Criteria

Governance

Sub criteria

How the body ensures it makes properly
informed decisions, supported by
appropriate evidence and allowing for
challenge and transparency. This
includes arrangements for effective
challenge from those charged with
governance

Managements response

The council maintains robust and transparent governance arrangements, ensuring clarity
and accountability in all aspects of decision making. These arrangements are explicitly
outlined in the Council Constitution, which provides a clear framework for how decisions
are made at every level.

Our decision-making processes are firmly established within the Council Constitution.
This structure ensures that responsibilities and authorisations are clear, enabling well-
informed and timely decisions. Over the past year, the Council has placed particular
emphasis on improving officers' understanding of these processes, including the
provision of recent training to support effective and consistent application across the
organisation.

The council is committed to good procurement practice. We employ a full-time
procurement officer who oversees the procurement function and ensures that all
activities align with best practice standards. In addition, the Council continues to benefit
from its partnership with V4, which brings specialist expertise and further supports
compliance and value for money.

Continued overleaf...
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Value for money - significant weakness

These recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to address
the recommendations made will support the Council in addressing the weaknesses identified from our work.

Key recommendation Criteria Sub criteria Managements response

(continued) Governance Over the past 12 months, significant progress has been achieved in procurement practice.
Notably, the Council has updated its Contract Procedure Rules to ensure full compliance with
the Procurement Act 2023. This update strengthens our regulatory compliance and underpins
our commitment to transparent and fair procurement.

To support these changes, officers have undertaken relevant training on both the Procurement
Act 2023 and contract management. This investment in officer development ensures that staff
are well-equipped to manage procurement processes effectively and in accordance with
current legislation.

8¢

The Council has established robust and well-documented arrangements for capital
management and approval. These processes are clearly set out and are subject to regular
review to ensure they remain fit for purpose. Officers have also received recent training in
capital management processes, reinforcing the Council’s commitment to sound financial
stewardship and strong governance.

In the last year, the Council has made determined efforts to enhance project management
across key initiatives. Steering groups have been established for major projects, providing clear
direction and oversight. Furthermore, project management processes and templates have
been refreshed, supporting consistency and best practice throughout the organisation.




Value for money - significant weakness

These recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to address
the recommendations made will support the Council in addressing the weaknesses identified from our work.

Key recommendation

Criteria

Sub criteria

Managements response

We recommend that the Council
ensure sufficient capacity is available
within the finance team, on a
substantive basis to ensure the
financial accounts can be produced to
the required quality standards and in
Iipje with statutory deadlines.

(o]

Governance

how the body ensures
effective processes and
systems are in place to
ensure budgetary control;
to communicate relevant,
accurate and timely
management information
(including non-financial
information where
appropriate); supports its
statutory financial
reporting requirements;
ensures corrective action is
taken where needed,
including in relation to
significant partnerships

The Council has recently utilised agency staff to help address the backlog in the
preparation of the statement of accounts. While this approach has offered much-needed
support, we fully recognise that a sustainable, permanent finance team is essential to
ensure the timely and efficient completion of statutory accounts going forward.

The Council has recently recruited a Finance Team Manager, whose expertise will further
strengthen our team. In addition, we are actively working to fill key technical positions
with permanent staff to build stability and retain valuable financial expertise within the
Council.

The Council’s focus has now shifted from simply publishing outstanding accounts to
prioritising the recruitment and retention of skilled finance professionals. This includes
our intent to recruit a Local Government Association (LGA) Graduate, adding fresh talent
and additional capacity to the team.

Alongside these staffing efforts, the Council have implemented enhancements to its
Unit4 financial management system. These improvements are designed to accelerate the
closedown process, supporting quicker and more accurate financial reporting.

In closing the accounts for 2023/24 and 2024/25, the Council have taken a proactive
approach by engaging third party support to assist with key reconciliations. This further
demonstrates the Council’s dedication to upholding high standards of financial
management.
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Value for money - significant weakness

These recommendations relate to significant weaknesses we have identified during the course of our work. Progressing the actions management has identified to address
the recommendations made will support the Council in addressing the weaknesses identified from our work.

Key recommendation Criteria Sub criteria Managements response

We recommend that the Council enhance the Governance How the body ensures it Numerous enhancements have been made to the Unit4 financial

transparency, regularity and timeliness of makes properly informed management system to streamline operations and support more

reporting to members, with a specific focus on decisions, supported by efficient financial reporting. The Council’s Corporate Leadership

the continued implementation of the Unit4 ERPx appropriate evidence and Team receives regular updates on operational matters, ensuring

system. allowing for challenge and that any ongoing implementation issues are identified and

@ transparency. This includes addressed promptly. Recognising the importance of transparency

arrangements for effective and accountability, the Council will record any such issues in its
challenge from those charged risk register and provide updates to the Audit and Governance
with governance Committee as appropriate.

Looking ahead, the Council anticipates further improvements and
enhancements to the Unit4 system with the move to a new
support and maintenance contract from December 2025. This
transition is expected to deliver added value and ensure the
system continues to meet the evolving needs of the organisation.




Independence and ethics

The Ethical Standards and ISA (UK) 260 require us to give you full and fair disclosure of matters relating to our independence. In accordance with our profession’s ethical
requirements and further to our audit plan issued confirming audit arrangements we confirm that there are no further facts or matters that impact on our integrity, objectivity
and independence as auditors that we are required or wish to draw to your attention. We consider an objective, reasonable and informed third party would take the same

view.

We confirm that Azets Audit Services and the engagement team complied with the FRC’s Ethical Standard. We confirm that all threats to our independence have been
properly addressed through appropriate safeguards and that we are independent and able to express an objective opinion on the financial statements. In addition, we have
complied with the National Audit Office’s Auditor Guidance Note 01, which sets out supplementary guidance on ethical requirements for auditors of public sector bodies.

Other Services

We have detailed in the table below any other services provided to the Council the threats to our independence these present and the safeguards we have put in place to

mitigate these threats.

Service

Threats identified and safeguards to mitigate threats to independence

Audit related:
Certification of Housing Benefit
Assurance Process claim

Expected fee for 23/24
£28,000 (plus £2,000 for
each additional workbook)

Self-interest: Given this is likely to be a recurring fee, we consider a threat present. However, the fee is not significant
to Azets Audit Services or North West Leicestershire District Council. The fee is fixed and is not contingent in nature.
Self-review: Whilst housing benefit revenue and expenditure streams are within the financial statements, we do not
complete the claim form. The focus of our work is solely testing the data in the claim form prepared by the management.

Certification of pooling of Housing
Capital Receipts return (2023/24)

(2023/24) _ Management: As above, the claim form is completed by management and any adjustments or amendments identified
Work in progress to the form during the certification work are discussed and agreed by management prior to submission of the
certification report. We therefore consider these risks sufficiently mitigated.
Audit related: £10,000 Self-interest: Given this is likely to be a recurring fee, we consider a threat present. The fee is not significant to Azets

Audit Services or North West Leicestershire District Council. The fee is fixed and not contingent in nature.
Self-review: Whilst HRA right to buy proceeds are included within the financial statements, we do not complete the
claim form. The focus of our work is solely testing the data in the claim form prepared by the management.
Management: the claim form is completed by management and any adjustments or amendments identified to the form
during the certification work are discussed and agreed by management prior to submission of the certification report.
We therefore consider these risks sufficiently mitigated.

A/ AZETS
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Appendix I: Fees

PSAA set a fee scale for each audit that assumes the audited body has sound governance arrangements in place, has been operating effectively throughout the year, prepares
comprehensive and accurate draft accounts and meets the agreed timetable for audit. This fee scale is reviewed by PSAA each year and adjusted, if necessary, based on auditors’
experience, new requirements or significant changes to the audited body. The fee may be varied above the fee scale to reflect the circumstances and local risks within the audited body.

The proposed fee reported in our audit plan was based upon the following assumptions:

» Draft financial statements to be produced to a good quality by the agreed deadlines. These should be complete including all notes, the Narrative Report and the Annual Governance
Statement;

» The provision of good quality working papers at the same time as the draft financial statements;

» The provision of agreed data reports at the start of the audit, fully reconciled to the values in the accounts, to facilitate our selection of samples for testing;

» Ensuring staff are available and on site (as agreed) during the period of the audit;

» Prompt and sufficient responses to audit queries within two working days (unless otherwise agreed) to minimise delays;

w Our accounts opinion being unqualified and there being no significant weaknesses identified in your arrangements to secure value for money;

» The auditor’s report from the prior year being unmodified (clean opinion);

» An effective control environment is in place at the Council;

» The Council complies with PSAA’s Statement of Responsibilities of auditors and audited bodies. See Statement of responsibilities of auditors and audited bodies from 2023/24 audits
— PSAA. In particular the Council should have regard to paragraphs 26 - 28 of the Statement of Responsibilities which clearly sets out what is expected of audited bodies in preparing
their financial statements. These are set out in full in Appendix Ill.

Due to the disclaimed opinions from the prior years and the imposition of the statutory backstop for 2023/24, the above assumptions are unable to be met. This has resulted in additional
costs, which we have set out in the fee table on the next page. As set out in the joint statement on proposals to clear the backlog and embed timely audit issued by MHCLG (formerly
DLUHC), PSAA will use its fee variation process to determine the final fee the Council have to pay for the 2023/24 audit.
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Appendlx I: Fees continued

Audit fee

Audit plan 2023/24

Proposed final 2023/24

£ £
Scale fee for the audit of the Council financial statements (as set out in the fee scales issued by 148,948 74,474
PSAA)
This includes all of the time incurred during the elapsed two year period the audit has remained ongoing, including the time for
completion of planning and interim procedures in full, delays in the provision of required information throughout the two-year elapsed
audit period whilst officers’ priorities were rescheduled to focus on previous audits.
New auditing standards: ISA315 and ISA240 22,342 22,342
Significant work involved to also cover the ITGCs relating to the implementation of Unit 4
Additional work arising from VFM significant weaknesses 0 33,348
Due to the number of significant weaknesses and key recommendations raised, as well as follow up work on the significant weakness
raised by the previous auditor.
Implementation of a new financial ledger TBC NIL***
Additional work arising from delays in the production of the 2023/24 financial statements and implementation of Unit4 - to be
consigered as part of the 2024/25 audit.
Total before impact of disclaimed opinions 171,290 130,164
Additional work arising from current and prior year disclaimers of opinion 0 14,940
This includes additional work required to consider the disclaimed audits from prior years, development of revised approach for the
Council in response to the missing assurance, the development and reporting of a revised ‘Audit Completion Report’ for reporting the
additional considerations arising from the disclaimers, the drafting of a disclaimed audit report and the various risk, compliance and
technical consultations arising as a result of this unique and unprecedented situation.
Total audit fee 171,290 145,104
Other audit services HBAP 2023/24 - 28,000** HBAP 2023/24 - 28,000**
The planned fee represents the HBAP certification costs before the addition of additional 40+ testing’ and additional workbooks, and | (plus 2,000 for each additional workbook) (plus 2,000 for each additional workbook)
the audit of the pooling of capital receipts return

PHCR- 10,000 PHCR- 10,000
Total fees 189,290 183,104

*Due to the late submission of the 2023/24 accounts which limited the amount of audit work it was possible to complete, only 50% of the scale fee has been charged based on our time spent. This is subject to PSAA review and

determination.

A/ A z E T S ** VFM work completed jointly for 23/24 and 24/25. We reported our findings in November 2025 and therefore have included all additional work in 23/24. No additional fee charged in 24/25 for VFM significant
weaknesses.

*** This work has become part of our risk assessment (Larrig 06) in 24/25 and will be charged in a subsequent period.
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Appendix ll: PSAA Statement of Responsibilities

Our fee is based on the assumption that the Council complies with PSAA’s Statement of Responsibilities of auditors and audited bodies from 2023/24 audits. In particular
the Council should have regard to paragraphs 26-28 of the Statement of Responsibilities which clearly set out what is expected of audited bodies in preparing their
financial statements. We set out these paragraphs in full below:

Preparation of the statement of accounts

26. Audited bodies are expected to follow Good Industry Practice and applicable recommendations and guidance from CIPFA and, as applicable, other relevant
organisations as to proper accounting procedures and controls, including in the preparation and review of working papers and financial statements.

27. In preparing their statement of accounts, audited bodies are expected to:
» prepare realistic plans that include clear targets and achievable timetables for the production of the financial statements;

» ensure that finance staff have access to appropriate resources to enable compliance with the requirements of the applicable financial framework, including having
Yaccess to the current copy of the CIPFA/LASAAC Code, applicable disclosure checklists, and any other relevant CIPFA Codes.

 assign responsibilities clearly to staff with the appropriate expertise and experience;
» provide necessary resources to enable delivery of the plan;

* maintain adequate documentation in support of the financial statements and, at the start of the audit, providing a complete set of working papers that provide an
adequate explanation of the entries in those financial statements including the appropriateness of the accounting policies used and the judgements and estimates made
by management;

* ensure that senior management monitors, supervises and reviews work to meet agreed standards and deadlines;
* ensure that a senior individual at top management level personally reviews and approves the financial statements before presentation to the auditor; and
» during the course of the audit provide responses to auditor queries on a timely basis.

28. If draft financial statements and supporting working papers of appropriate quality are not available at the agreed start date of the audit, the auditor may be unable to
meet the planned audit timetable and the start date of the audit will be delayed.

A/ AZETS 2



Appendix llI: Internal control recommendations

We set out here the recommendations we have identified during the course of our audit. The matters reported here are limited to deficiencies we have identified during the
course of our audit which we feel are of sufficient importance to merit reporting to you under the auditing standards. Recommendations arising from our value for money
work are reported separately in our Auditor’s Annual Report.

Assessment Issue Recommendation Management response
Unit 4 back up reports The finance team should request backup
reports from the system supplier to ensure
The Council has not been receiving back up reports from the Unit 4 system that their data is backed up and up to date.
supplier. This could result in data loss or data errors if a system outage was to
occur.
Unit 4 access review A review of people with access to Unit 4
should be undertaken periodically to ensure
A review of user access to Unit 4 has not been completed. However, we note access remains appropriate.

that the system had not been operational for a full year at the point the
observation was raised.

Key: Significant deficiency in internal control in internal control
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Purpose of this report

This report highlights the significant findings arising from
the audit. We are responsible for performing the audit in
accordance with International Standards on Auditing (UK),
and the National Audit Office Code of Audit Practice and
associated Auditor Guidance Notes.

Our audit is directed towards forming and expressing an
opinion on the financial statements that have been
prepared by management with the oversight of the Audit
and Governance Committee. Under the Code of Audit
Practice, we are also required to consider the Council’s
arrangements for securing economy, efficiency and
effectiveness in its use of resources and to report any
significant weaknesses we identify. However, our audit is
not designed to test all internal controls or identify all
areas of control weakness. As such, our work cannot be
relied upon to disclose all errors or other irregularities, or
to include all possible improvements in internal control
that a more extensive examination might identify.

The primary responsibility for the prevention and
detection of fraud rests with management and those
charged with governance, including establishing and
maintaining internal controls over the reliability of
financial reporting, effectiveness and efficiency of

operations and compliance with applicable laws and
regulations. As auditors, we obtain reasonable, but not
absolute, assurance that the financial statements, as a
whole, are free from material misstatement, whether
caused by fraud or error.
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Executive summary

2024/25 Financial Statements

Outstanding work to complete 2024/25 audit
At the completion of the audit, following the audit committee meeting, we are required to undertake the following procedures to complete our audit for 2024/25:

»
4
4
4

Receipt and review of the management representation letter

Receipt and review of the final, amended statement of accounts, narrative report and annual governance statement, appropriately signed and dated
Response from management regarding subsequent events up to the date of the opinion

Submission of our Whole of Government Accounts (WGA) return to the National Audit Office (NAO).

Disclaimed audit opinion in 2024/25

N Due to the challenges of undertaking an audit where the previous four years have been disclaimed, combined with the late receipt of the draft statement of accounts on the 16
January 2026, it has not been possible for us to undertake sufficient work to regain full assurance and support an unmodified audit opinion ahead of the backstop date of 27
February 2026.

The limitations imposed from the lack of assurance on opening balances and closing balances in key areas means we are unable to form an opinion on the 2024/25 financial
statements. We therefore intend to disclaim our opinion.

We are also unable to conclude that the other information included in the statement of accounts is consistent with our knowledge of the Council and the financial statements we
have audited.
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Executive summary

2024/25 Financial Statements

Audit approach in 2024/25 and build back of assurance plan
Our audit approach for 2024/25 has initially been based on gaining a thorough understanding of the Council’s control environment
and has been risk based. This included:

» An evaluation of the Council’s internal control environment, including the IT systems and controls; and

» Completion of a risk assessment in line with Local Audit Reset and Recovery Implementation Guidance (LARRIG) 06 issued on 5
June 2025 by the National Audit Office.

» The outcome of the risk assessment has resulted in the Council being classified as being ‘higher risk’. We therefore have
focussed our efforts on the build-back of assurance for income and expenditure balances since 2021/22, to regain missing
assurance from disclaimed audit years.

SN

® No material audit adjustments
We have identified a potential adjustment to property, plant and equipment (PPE) based on our rebuilding of assurance in relation
to PPE movements since 2021/22. This work is ongoing and any adjustments to the financial statements will be processed within
the 2025/26 statement of accounts.

We identified some disclosure and classifications amendments to the 2024/25 accounts, as well as some missing notes, and have
raised some recommendations for management.

Under International Standards on Auditing
(UK) and the National Audit Office (NAQO)
Code of Audit Practice 2024, we are
required to report whether, in our opinion:

» The financial statements give a true and
fair view of the Council’s financial
position and income and expenditure
for the period; and

» The Council’s financial statements have
been properly prepared in accordance
with the CIPFA/ LASAAC Code of Practice
on Local Authority Accounting in the UK
(the ‘CIPFA Code) 2024/25 and the Local
Audit and Accountability Act 2014.

We are also required to report on whether
the other information included in the
Statement of Accounts (including the
Narrative Report and Annual Governance
Statement) is materially inconsistent with
the financial statements or our knowledge
obtained in the audit or otherwise appears
to be materially misstated.
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Executive summary

Building back assurance on disclaimed audit years

In our audit plan we communicated the high-level end-to-end build-back plan. This envisages re-gaining the missing assurances over the disclaimed audit years 2021/22 to 2023/24
over the period 2024/25 to 2027/28. Since reporting our audit plan to you in April 2025, we have revised our audit approach in line with Local Audit Reset and Recovery
Implementation Guidance (LARRIG) 06 issued by the National Audit Office in June 2025.

In accordance with our audit plan and LARRIG 06, we have completed the following work as part of our approach to building back the missing assurances from disclaimed audit periods:

1.

Risk assessment - we have completed a comprehensive audit risk assessment covering the disclaimed audit years to evaluate the risk that reserves balances carried forward into
2024/25 may contain material misstatements. This involved evaluating governance arrangements, the control environment, timeliness of accounts preparation, complexity of
reserves, and risks arising from multiple disclaimed opinions. We have considered factors such as changes in key finance personnel, financial systems, budgetary controls, and
classification risks between capital and revenue transactions. Our planned response included enhanced inquiry, review of Annual Governance Statements, review of internal audit
reports, analytical procedures, and targeted substantive testing to evaluate these risks. The outcome of this risk assessment concluded that the Council is at higher risk of material
misstatement, and as such full assurance is needed on the income and expenditure balances for all missing years of assurance.

Analysis of movements in reserves — we have reconciled and validated reserve movements within the Movement in Reserves Statement (MIRS) back to the last clean audit opinion
(2020/21). This included detailed testing of reserve movements, statutory adjustments and consistency checks across primary statements and supporting notes to evaluate the
accuracy and completeness of reported balances. Additional time was spent by audit and management to interrogate these matters and resolve audit queries over four years, which
ordinarily would have been dealt with in the year they occurred.

Conclusion on risk assessment and approach to 2024/25 audit - from the above work, we assessed North Leicestershire District Council at the higher end of the risk spectrum. This
indicates that we are required to gain full assurance over the income and expenditure balances for all missing years of assurance and as such our focus has been directed on this
testing. We have undertaken a large number of procedures on the 2024/25 statement of accounts (as documented within this report), however, our work in building back assurance
on missing years income and expenditure remains in progress.

Specific build back testing — as agreed with management, we determined a specific build back testing plan. This has focused on Property, Plant and Equipment (PPE) additions,
disposals, reclassifications and depreciation, as well as housing benefit income and expenditure, other operating expenditure and HRA income. We have completed the majority of
this work, however, some work does remain in progress at the point of presenting this report.

Azets > Move forward with confidence
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Executive summary

Value for money

We have completed our value for money work. Our detailed findings were reported in our Auditor’s Annual Report, which was
presented in November 2025.

We have concluded there are significant weaknesses 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 auditor’s report will refer to the
significant weaknesses in arrangements we have identified.

Statutory duties

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

= Certificate

We will not be able to certify the closure of the audit until we have completed all work we are requested to undertake as a component
auditor for Whole of Government Accounts (WGA), and we receive confirmation from the National Audit Office that the Comptroller
and Audit General has certified the WGA for 2024/25.

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, under the NAO Code of Audit
Practice.

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

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

» certify the closure of the audit.

Azets > Move forward with confidence
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Quality Indicators

KEY:
. . . ) ) o . _ ) RED Significant improvement required
The following metrics are important in assessing the reliability of your financial reporting Developing
and response to the audit. GREEN Mature

Metric Grading Commentary

Under The Accounts and Audit Regulations 2015, the deadline for the production and approval for the draft financial statements was 31
May 2025. The Council did not prepare its draft accounts in line with this deadline. The draft financial statements were published and
made available for inspection on the Council’s website on 16 January 2026, over seven months after the statutory deadline.

Quality and timeliness of
draft financial statements

We experienced delays in the provision of information throughout the audit, and we had insufficient time to complete all planned testing
on the draft financial statements.

Quality of working papers
provided and adherence to
timetable

Due to delays in the finalisation of the accounts and the constraints imposed by the backstop date, we have not been able to assess the
timing and quality of key accounting judgements, other than noting the timeliness of these judgements being made was significantly later
than the required statutory deadlines.

Tiding and quality of key
accounting judgements

Access to finance team and
other key personnel

The finance team responded to our audit queries to the best of their ability. However, their capacity to engage was severely constrained by
the need to prioritise the production of the 2024/25 accounts and the annual budget setting process. As a result, interaction with the
finance team during the audit was subject to delays.

Under The Accounts and Audit Regulations 2015 the deadline for the production and approval for the draft financial statements was 31
May 2025. The Council did not prepare its draft accounts in line with this deadline. The Annual Governance Statement and Narrative
Report were published and made available for inspection on the Council’s website on 16 January 2026, seven months after the statutory
deadline for publishing.

Quality and timeliness of
narrative report and annual
governance statement

We have reviewed the draft financial statements for internal consistency, arithmetic accuracy and to assess whether the comparators in
the 2024/25 financial statements agree with the figures in the 2023/24 disclaimed financial statements. Our work has not identified any
significant exceptions, which indicates the accounts produced are of a reasonable quality. Notwithstanding this, we have determined that
the significant delays in receiving the financial statements, has prevented us from being able to complete all necessary procedures to
obtain sufficient appropriate audit evidence and to fulfil the objectives of all the relevant ISAs (UK). As a result of the material and
pervasive nature of missing assurance, we intend to issue a disclaimer of opinion in our audit report. b

Volume and magnitude of
identified errors




Materiality

We are obliged to report uncorrected omissions or misstatements other than those which are ‘clearly trivial’. The
assessment of what is material is a matter of professional judgement and is affected by our risk assessment and the
needs of users of the financial statements.

At the planning stage of the audit, we determined overall materiality as £780k and performance materiality as £468k. On production of the financial statements, we reconsidered our
materiality determination as communicated in the Audit Plan. We considered it appropriate to update our materiality due to the change in gross expenditure for 2024/25.

We have determined that no specific materiality levels needed to be set for this audit

Sl Explanation
£000 .
Overall materiality for the 778 This is approximately 1.25% of gross revenue expenditure based on the 2024/25 draft financial statements. This is a common
financial statements measure for calculating materiality for councils as the users of the financial statements are considered to be most interested in

where the Council has expended its income during the year.

Performance materiality 467 Performance materiality has been set at 60% of overall materiality. This is based on the internal control environment of the
Council and reflects our risk assessed knowledge of the potential for errors occurring. It is intended to reduce, to an acceptably
low level, the probability that cumulative undetected and uncorrected misstatements exceed materiality for the financial
statements as a whole.

Trivial threshold 38 This is set at 5% of the overall materiality calculation. Individual errors above this threshold are communicated to those
charged with governance.

Clearly trivial: matters that are clearly inconsequential, whether taken individually or in aggregate and whether judged by any quantitative or qualitative criteria;
Material: an omission or misstatement that would reasonably influence the users of the financial statements.
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Key audit findings
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Key audit findings: significant risks

This section includes a summary of audit findings relating to significant risk areas identified at planning and other risk
areas that required special consideration or arose during the audit.

Significant risks are defined as risks that require special audit consideration and include risks of material misstatement that are close to the upper range of inherent risk due to their
nature and a combination of the likelihood and potential magnitude of misstatement, or are required to be treated as significant risks due to requirements of auditing standards.

The table below summarises the significant risks. Detail behind each risk and the work undertaken is set out on the subsequent pages.

Significant risk

Financial Statement /
Assertion Level Risk

Fraud risk?

Approach to
controls

Outcome of work

Management override of controls Financial Statement Level Yes Assess design &
implementation We are unable to reach a conclusion in these
Presumption of fraud in revenue and Assertion Level Rebutted Assess design & areas. Along with other factors explained in
expenditure recognition implementation this report, we plan to disclaim the opinion for
Valuation of council dwellings, other Assertion Level No Assess design & 2024/25.
land and buildings and investment implementation
property
Valuation of pension assets and Assertion Level No Assess design &
liabilities (IAS19) implementation
Prior year opinion on the financial Financial Statement Level No Assess design &
statements implementation
Implementation of new financial Financial statement level No Assess design &
accounting software Unit4 implementation

A/
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Key audit findings: significant risks

Significant risks at the financial statement level

The table below summarises our conclusions on significant risks of material misstatement at the financial statement level for the 2024/25 accounts. These risks are considered to

have a pervasive impact on the financial statements as a whole and potentially affect many assertions for classes of transaction, account balances and disclosures.

Significant risk

Audit approach

1S

Management override of controls

Auditing Standards require auditors to treat management override of controls as a
significant risk on all audits. This is because management is in a unique position to
perpetrate fraud by manipulating accounting records and overriding controls that
otherwise appear to be operating effectively.

Although the level of risk of management override of controls will vary from entity to
entity, the risk is nevertheless present in all entities.

Specific areas of potential risk including manual journals, management estimates and
judgements and one-off transactions outside the ordinary course of the business.

Risk of material misstatement: Very High

We have:

* Evaluated the rationale for any changes in accounting policies;

* Documented our understanding of the journals posting process and evaluating
the design effectiveness of management controls over journals.

We have been unable to perform all of the planned testing for this significant risk
due to the delay in receiving the draft accounts ahead of the backstop date.

Based on the above, and the other factors explained in the report, we plan to issue
a disclaimer of opinion for 2024/25.

A/
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Key audit fin_dings: significant risks

Significant risk Audit approach

Prior year opinion on the financial statements

Your predecessor auditor were unable to complete their audits of the 2021/22
and 2022/23 financial years and issued disclaimed opinions for both years in
December 2024.

As a result of delays in the production of the 2023/24 accounts, we have not yet
been able to issue our audit opinion, thereby missing the backstop on 28 February
2025.

As a result of prior year disclaimed audit opinion:

e There is limited assurance available over the Council’s opening balances,
ingluding those balances which involve higher levels of management judgement
dNd more complex estimation techniques (e.g defined benefit pension valuations,
land and building, council dwelling and investment property valuations, amongst
others); and

* Significant transactions, accounting treatment and management judgements
may not have been subject to audits for one or more years — or at all. This may
include management judgements and accounting treatment in respect of
significant or complex schemes or transactions which came into effect during the
qualified or disclaimed period/s.

The absence of prior year assurance raises a significant risk of material
misstatement at the financial statement level that may require additional audit
procedures.

Inherent risk of material misstatement:

Prior year opinion on the financial statements (financial statement level): Very High

We have:

* Considered the findings and outcomes of prior year audits and their impact on the 2024/25 audit;

* Considered the impact on our audit of disclaimed audit opinions, particularly regarding opening
balances and ‘unaudited’ transactions and management judgements made in the previous years
which continue into 2024/25;

* Considered the impact of any changes in Code requirements for financial reporting in previous and
current audit years;

* Completed a risk assessment from the last clean opinion (2020/21) to date to inform build-back
work;

* Commenced build-back work for PPE additions, disposals, reclassifications and depreciation for all
disclaimed years;

* Reconciled the Movement In Reserves Statement (MIRS) with the other statements and disclosures
for the current year and all disclaimed years and completed our internal MIRS tool to ensure the
accounting entries made are consistent with our expectations; and

* Commenced build back work on other service expenditure (including housing benefits) and housing
subsidy grant income for all disclaimed years.

The audit opinions in the Council’s accounts for 2021/22, 2022/23 and 2023/24 were all disclaimed.
This means we have no assurance over the comparators in the 2024/25 financial statements and no
assurance over transactions occurring in those years which impact the figures reported in the financial
statements for 2024/25.

Based on the above, and as our build back work is not complete, we are unable to reach a conclusion
on these areas. Along with the other factors explained in the report, we plan to issue a disclaimer of
opinion for 2024/25.

A/
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Key audit findings: significant risks

Significant risk Audit approach

Implementation of new financial accounting software Unit4

The Council has implemented a new financial accounting system (Unit4) which
went live on 01 April 2023.

When implementing a significant new accounting system, it is important to
ensure that sufficient controls are in place which are designed and operating
effectively to ensure the integrity of financial data.

We have been made aware that a number of issues have occurred since the
sfstem has been in place which have made performing routine financial
management tasks difficult. The implementation of the new system has also
resulted in delays of the production of the 2023/24 financial statements.

We have therefore identified this area as a significant risk with potential impact
across all areas of the financial statements.

Risk of material misstatement: High

We have:

* Obtained an understanding of the process used for new system implementation;

* Documented and assessed the design of IT general controls;

* Reviewed access rights granted to the users of the new ledger for reasonableness in the context of
individual staff roles;

Due to limitations in capacity within the finance team, we have been unable to test data migration
activity on the opening trial balance as at 1 April 2023 to understand how the previous year closing trial
balance as at 31 March 2023 has been migrated into the new system to ensure completeness and
accuracy as planned.

Based on the above, we are unable to reach a conclusion on this area. Along with the other factors
explained in the report, we plan to issue a disclaimer of opinion for 2024/25.
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Key audit findings: significant risks

Significant risks at the assertion level for classes of transaction, account balances and disclosures

The following tables summarise conclusions in relation to significant risks of material misstatement at the assertion level for classes of transaction, account balances and

disclosures in the 2024/25 accounts.

Significant risk

Audit approach

Fraud in revenue recognition and expenditure

Material misstatement due to fraudulent financial reporting relating to revenue recognition is a rebuttable
presumed risk in ISA (UK) 240.

Having considered the nature of the revenue streams at the Council, we consider that the risk of fraud in
re$&nue recognition can be rebutted due to:

e Little incentive by management to manipulate revenue recognition;

e Limited opportunity to manipulate revenue recognition; and

 Lack of rationalisation of fraud within the entity due to the controls and processes in place.

We have also considered Practice Note 10, which comments that for certain public bodies, the risk of
manipulating expenditure could exceed the risk of the manipulation of revenue. We have therefore also
considered the risk of fraud in expenditure at the Council, and we are satisfied that this is not a significant
risk for the reasons set out below:

e Little incentive by management to manipulate expenditure recognition;

e Limited opportunity to manipulate expenditure recognition; and

e Lack of rationalisation of fraud within the entity due to the controls and processes in place.

Inherent risk of material misstatement:

Revenue and expenditure recognition: Low

We have completed substantive audit testing on:
* HRA rental income for 2021/22, 2022/23, 2023/24 and 2024/25. No issues
were identified.

We have started substantive audit testing in the following areas:

* Housing benefit expenditure- 2021/22, 2022/23, 2023/24 and 2024/25
* Housing benefit grant income- 2021/22, 2022/23, 2023/24 and 2024/25
* Other service expenditure- 2021/22, 2022/23, 2023/24 and 2024/25

However, we have been unable to complete the above testing and perform all
of the planned testing for this significant risk due to the delay in receiving the
draft accounts ahead of the backstop date.

Based on the above, and the other factors explained in the report, we plan to
issue a disclaimer of opinion for 2024/25.

A/
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Key audit findings: significant risks

Significant risks Audit approach

Valuation of council dwellings, investment properties and other land and buildings (key accounting We have been unable to perform any of the planned testing as set out in the audit
estimate) plan for this significant risk due to the delay in receiving the draft accounts ahead of
Revaluation of other land and buildings should be performed with sufficient regularity so that the backstop date.

carrying amounts are not materially misstated. It is our understanding that the Council undertakes
this annually. Based on the above, and the other factors explained in the report, we plan to issue a
The Council carries out a full revaluation each year of its council dwellings which are valued using disclaimer of opinion for 2024/25.

the beacon method. A discount factor is applied to reflect the lower rent yield from social housing
compared to market rates.

Investment property is valued annually at fair value, in line with the CIPFA Code.

dvlanagement engage the services of a qualified valuer, who is a Regulated Member of the Royal
Thstitute of Chartered Surveyors (RICS) to undertake these valuations as of 31 March 2025.The
valuations involve a wide range of assumptions and source data and are therefore sensitive to
changes in market conditions. ISAs (UK) 500 and 540 require us to undertake audit procedures on
the use of external expert valuers and the methods, assumptions and source data underlying the
fair value estimates.

These valuations represent key accounting estimates made by management within the financial
statements due to the size of the values involved, the subjectivity of the measurement and the
sensitive nature of the estimate to changes in key assumptions. We have therefore identified the
valuation of other land and buildings, council dwellings and investment property as a significant
risk.

Inherent risk of material misstatement:
Council dwellings, investment properties and other land and buildings (valuation): High

A/
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Key audit findings: significant risks

Significant risks Audit approach

Valuation of pension assets and liabilities (IAS19) (key accounting
estimate)

An actuarial estimate of the net defined pension liability/asset is
calculated on an annual basis under IAS 19 ‘Employee Benefits’,
and on a triennial funding basis, by an independent firm of
actuaries with specialist knowledge and experience. The triennial
estimates are based on the most up to date membership data
held by the pension fund and a roll forward approach is used in
intervening years, as permitted by the CIPFA Code.

The calculations involve a number of key assumptions, such as
disgbunt rates and inflation and local factors such as mortality
rates and expected pay rises. The estimates are highly sensitive to
changes in these assumptions and the calculation of any asset
ceiling when determining the value of a pension asset (where
relevant).ISAs (UK) 500 and 540 require us to undertake audit
procedures on the use of external experts (the actuary) and the
methods, assumptions and source data underlying the estimates.

This represents a key accounting estimate made by management
within the financial statements due to the size of the values
involves, the subjectivity of the measurement and the sensitive
nature of the estimate to changes in key assumptions. We have
therefore identified the valuation of the net pension liability/asset
as a significant risk.

Inherent risk of material misstatement:
Pension assets and liabilities (valuation): High

In 2024/25, we did not carry out any work on this significant risk area due to the lack of prior year assurance available relating
to the current triennial valuation. We will re-commence work on the pension fund liability in 2025/26 by which time the next
triennial valuation will have been performed.

From 2025/26, procedures to be performed to mitigate risks of material misstatement in this area will include:

* Evaluating managements processes for the calculation of the estimate, the instructions issued to management’s expert (the
actuary) and the scope of their work;

* Evaluating the competence, capabilities and objectivity of the actuary;

* Assessing the controls in place to ensure that the data provided to the actuary by the Council and their pension fund was
accurate and complete;

* Evaluating the methods, assumptions and source data used by the actuary in their valuations, with the support of an
auditors’ expert;

* Evaluating whether any asset ceiling was appropriately considered (if applicable) when determining the value of any pension
asset included in the financial statements;

* Assessing the impact of any significant differences between the estimated gross asset valuations included in the financial
statements and the Council’s share of the investment valuations in the audited pension fund accounts’ and Ensuring pension
valuation movements for the year and related disclosures have been correctly reflected in the financial statements

We have not been able to gain any assurance over year-on-year movements, interest costs, interest on assets, actual return on
asset, share of assets and service costs due to the prior year balances being disclaimed, meaning we have no assurance over
opening balances. The closing balances in these areas are directly influenced by the opening balances.

In addition, we have not been provided with assurance by the pension fund auditor over membership of the pension fund back
to the last triennial valuation. This means we have no assurance on the movements in year and cannot gain sufficient audit
evidence on the material accuracy of the valuation of the pension fund liability as at 31 March 2025. Therefore, we are unable
to reach a conclusion on this area. Along with the other factors explained in the report, we therefore plan to disclaim the audit
for the financial year 2024/25. More detailed findings on our consideration of this estimate are contained later in this report.
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Key audit findings: other risks

Other risks

This section summarises conclusions in relation to other identified risks which, although not considered to be significant, required specific consideration during the audit, or were
risks otherwise identified during the course of the audit

Implementation of IFRS 16

IFRS 16 was adopted and implemented by local government bodies under the Code of Audit
Practice from 1 April 2024. Under IFRS 16 a lessee is required to recognise a right of use asset and
associated lease liability in its Balance Sheet. This will result in significant changes to the
accounting for leased assets and the associated disclosures within the financial statements for the
year ended 31 March 2025.

The implementation of this new accounting standard also represents a key accounting estimate
made by management within the financial statements due to the size of the values involves, the
subjectivity of the measurement upon recognition of the right of use asset and associated lease
liability. We have therefore identified the implementation of IFRS 16 as a significant risk.
Inherent risk of material misstatement:

Lease liability following implementation of IFRS 16 (completeness): Moderate

Other risks Audit approach

We have been unable to perform any of the planned testing as set out in the audit
plan for this risk due to the delay in receiving the draft accounts ahead of the

backstop date.

Based on the above, and the other factors explained in the report, we plan to issue a
disclaimer of opinion for 2024/25.
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Testing area

Grant income
* Government
grants and
contributions
£20,070
* (Capital grants

and
contributions
£1,927k

Key audit findings: other balances and areas of testing 24/25

Commentary

We have:

* Reconciled the government grants and contributions income and capital grants and contributions income as per the financial
statements to the trial balance

* Started substantive testing of Housing Benefit Subsidy Income

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

Conclusion

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Fees and charges
income £31,917k

We have:
* Agreed the value in the accounts to the TB and supporting notes for fees and charges.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Other services
expenditure
£22,313k
(excluding housing
benefit
expenditure)

We have
* Agreed the trial balance to supporting notes for other services expenditure.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Housing benefits
expenditure
£10,259k

We have considered housing benefit expenditure for 24/25 and all disclaimed periods as part of our build back work. See page
37 for further details.

Due to the time constraints
arising from the statutory
backstop we have not been
able to complete our
planned audit procedures.

A/
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Testing area

Key audit findings: other balances and areas of testing 24/25

Commentary

Conclusion

6S

Income from
Council tax income
and NDR £27,749k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for income from council tax and NDR

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Housing revenue
account income
£21,719k

We have
* Completed our analytical procedures to assess actual HRA income against expected HRA income

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Interest and
investment income
£1,912k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for interest and investment income.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Investment
property income
£727k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for investment property income.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Employee benefit
expenditure
£24,369k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for employee benefit expenditure.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

A/
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Key audit findings: other balances and areas of testing 24/25

Testing area

Commentary

Conclusion

09

Completeness of
income

Due to the time constraints arising from the statutory backstop, we have not been able to complete our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

Due to the time constraints
arising from the statutory
backstop we have not been
able to complete our
planned audit procedures.

Debtors £16,411k

We have
* Agreed the accounts to the TB and supporting notes for short-term debtors

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Cash and cash
equivalents
£20,466k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for cash and cash equivalents.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

Creditors £20,376k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for creditors

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.
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Key audit findings: other balances and areas of testing 24/25

Testing area

Commentary

Conclusion

19

Completeness of
expenditure

Due to the time constraints arising from the statutory backstop, we have not been able to complete our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

Due to the time constraints
arising from the statutory
backstop we have not been
able to complete our
planned audit procedures.

Depreciation,
amortisation and
impairment
£6,451k

We have

* Reconciled the depreciation of non-current assets as per the note in the financial statements to the GL.
* Agreed the depreciation expense shown in the financial statements to the FAR.

» Started our analytical procedures on the depreciation expense for accuracy and completeness.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

PPE Additions We have We have started but not
£8,802k * Agreed the ledger breakdown for additions to the GL and FAR and the note for property, plant and equipment. been able to conclude our

* Selected samples for testing to verify accuracy and occurrence of the transactions. work for the reasons set out

to the left.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit

procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.
Short term We have: We have started but not
investments * Agreed the accounts to the TB and supporting notes for investments. been able to conclude our
£10,000k work for the reasons set out

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

to the left.

A/
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Key audit findings: other balances and areas of testing 24/25

Testing area

Commentary

Conclusion

Short term
provisions £717k

We have:
* Agreed the ledger breakdown to the TB and supporting notes for provisions.

Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

We have started but not
been able to conclude our
work for the reasons set out
to the left.

* Evaluated the completeness of the statutory adjustments included in the 2024/25 movement in reserves statement

* Reconciled the internal consistency of reserves movements in year with other parts of the financial statements

* Not been able to conclude the accuracy of the movements as the movements and the closing balance are directly influenced
by the opening balance

Borrowing We have: We have started but not
* Longterm * Agreed the ledger breakdown to the TB and supporting notes for long and short-term borrowing been able to conclude our
£54,020k work for the reasons set out
* Short term Due to the time constraints arising from the statutory backstop, we have not been able to complete all of our planned audit to the left.
£1,297k procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.
]
Reserves We have: We have started but not

been able to conclude our
work for the reasons set out
to the left.

Collection fund

Due to the time constraints arising from the statutory backstop, we have not been able to complete our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

Due to the time constraints
arising from the statutory
backstop, we have not been
able to complete our
planned audit procedures.

Cash flow
statement

Due to the time constraints arising from the statutory backstop, we have not been able to complete our planned audit
procedures. We have no further matters to report in respect of this beyond those set out elsewhere in this report.

Due to the time constraints
arising from the statutory
backstop, we have not been
able to complete our
planned audit procedures.

A/
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Key audit findings: other procedures

Other specific procedures we have undertaken in 2024/25 include the following:

4

Responding to any actual or suspected non-compliance with laws and regulations of which we have become aware;
Reviewing minutes of meetings including, but not limited to, full Council, Cabinet and the Audit Committee;

IT General controls and work under ISA315;

Business process documentation and walkthroughs;

Agreeing opening balances and comparative figures to prior year financial statements;

Agreeing the financial statements to the Council’s trial balance;

Checking financial statements for internal consistency and arithmetic accuracy;

Confirming the audit fee reported in the financial statements;

Completing disclosure checklists to assess for material omissions or disclosure errors;

Undertaking a high-level Audit Manager and Engagement Lead review of the 2024/25 financial statements;
Confirming that accounts have been issued and approved in line with The Accounts and Audit Regulations 2015;

Procedures in respect of subsequent events after the balance sheet date, including enquiries of management;

Updating our planning and risk assessment and procedures on receipt of the financial statements (post-statement procedures) including re-considering our materiality

thresholds;

Updating our scoping procedures following receipt of the financial statements;
Undertaking post-statement analytical procedures;

Reviewing the form and content of the Annual Governance Statement;
Evaluating any misstatements identified; and

Drafting an Audit Plan and Audit Completion Report and presenting these to the Audit Committee.

Azets > Move forward with confidence

25



79

Key audit findings: other areas of focus

Area of focus

[ssue

Audit findings and conclusion

* Consultation by management with other
accountants on accounting or auditing matters

* Matters significant to the oversight of the financial
reporting process

made to meet an agreed system position / target

» Adjustments / transactions identified as having been

Significant matters on which there was disagreement There were no significant matters on which there was disagreement None noted

with management with management

Significant management judgements which required At the time of writing this report, there were no major transactions None noted

additional audit work and / or where there was that required special accounting consideration

disagreement over the judgement and / or where the

judgement is significant enough that we are required

to report it to those charged with governance before

they consider their approval of the accounts

Prior year adjustments identified At the time of writing this report, there were no prior year None noted
adjustments noted

Concerns identified in the following: No concerns were identified None noted

A/
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Financial statements: other responsibilities

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.

Matter

Matters in relation to fraud

Commentary

We have previously discussed the risk of fraud with management and the audit and

governance committee. We have not been made aware of any other incidents in the period.

No other issues have been identified during the course of our audit from the work we have
been able to complete.

Findings

The work we have completed has not
identified any issues. However, we have
not completed all audit procedures
required to allow us to reach a conclusion
in this area and we will issue a disclaimer
of opinion.

Matters in relation to related
parties

We are not aware of any related parties or related party transactions which have not been
disclosed from the work we have been able to complete.

As we plan to issue a disclaimer of opinion
for the audit, we are unable to reach a
final conclusion on this area

Matters in relation to compliance
with 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 instances from the audit work we have
been able to complete.

As we plan to issue a disclaimer of opinion
for the audit, we are unable to reach a
final conclusion on this area

Written representations

A letter of management representations has been requested from the Council.

Please refer to the letter of representation
included alongside this report.
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Financial statements: other responsibilities

Matter

Confirmation requests from third
parties

Commentary

We have not requested permission from the Council for us to send confirmation requests to
the financial institutions, with which the Council hold cash or investments, or their legal
advisors.

Findings

As we plan to issue a disclaimer of opinion
for the audit, we are unable to reach a
final conclusion on this area.

Disclosures

From the work completed, our review found that notes to the accounts for intangible assets,
heritage assets, related parties and income and expenditure analysed by nature were not
included in the draft accounts.

As we plan to issue a disclaimer of opinion
for the audit, we are unable to reach a
final conclusion on this area.

Specified procedures for the Whole
of Government Accounts

We are required to carry out specified procedures on behalf of the NAO on the WGA
consolidation pack under WGA group audit instructions. Group instructions were issued in
August 2025 which set out the procedures that the NAO require from component auditors.
However, the NAO may direct auditors of components below the audit threshold to
undertake additional work.

The Council does not exceed the audit threshold for detailed testing set out in the group
instructions. Submission of a partial assurance statement is required.

We will complete and submit a partial
assurance statement after issue of our
auditor’s report and await further
guidance on whether or not any
additional testing is required.

Certification of closure of the audit

We are required to certify the closure of the audit on completion of all audit work for the
financial year required under the Code.

We cannot issue our certificate of closure
until the Comptroller and Audit General
has certified the WGA for 2024-25. Our
auditor’s report will therefore include a
delayed certificate.

Statutory powers and duties

We are required to report by exception if we have applied our other statutory powers or
duties during the audit.

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

A/
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Financial statements: other responsibilities

Matter

Going concern

Commentary

As auditors, we are required to “obtain sufficient appropriate audit evidence about the
appropriateness of management's use of the going concern assumption in the preparation
and presentation of the financial statements and to conclude whether there is a material
uncertainty about the entity's ability to continue as a going concern” (ISA (UK) 570).
Management prepared the financial statements on a going concern basis applying the
continuation of services provision set out in Practice Note 10. We have confirmed that this is
appropriate as there is no known intention to transfer the services provided by the Council
outside the public sector. We have not identified any material uncertainties relating to going
concern at the Council.

Findings

As we have been unable to conclude our audit in

advance of the backstop date, we have not been able

to obtain sufficient appropriate audit evidence to

enable us to conclude that:

* a material uncertainty related to going concern has
not been identified

* management’s use of the going concern basis of
accounting in the preparation of the financial
statements is appropriate.

Other information
(Narrative report and
Annual Governance
Statement)

We are required to read and report on whether the other information included in the
Statement of Accounts (including the Narrative Report and Annual Governance Statement) is
materially inconsistent with the financial statements and our knowledge obtained from the
audit or otherwise appears to be materially misstated. We are not required to consider
whether the Annual Governance Statement addresses all risks and controls or whether risks
are satisfactorily addressed by internal controls.

We have considered the information presented in the
Annual Governance Statement for consistency with our
knowledge of the Council. We requested that
management make amendments to the AGS to
specifically reference the significant weaknesses
identified from our VFM work in relation to the
implementation of Unit 4.

As we have concluded we will be issuing a disclaimer of
opinion we have not concluded on this work.

Matters on which we
report by exception

We are required to report on a number of matters by exception:

* If the annual governance statement does not comply with the disclosure requirements set
out in CIPFA/SOLACE guidance or is misleading or inconsistent with the information of
which we are aware from our audit

* Where we are not satisfied in respect of arrangements to secure value for money and have
reported significant weaknesses

As we plan to issue a disclaimer of opinion for the
audit, we are unable to reach a final conclusion on this
area. However, we have raised three significant
weaknesses as part of our VFM work, further details
can be found later in this report.

Ay
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Audit adjustments

Adjustments to the draft financial statements

Management have made some material adjustments to the draft financial statements presented for audit:

1. We have also noted that there has been an increase in the Councils net expenditure of £649k from the draft financial statements to the final version. In addition, there has
been an increase in taxation and non-specific grant income of £1.170m. In totality this has led to a movement to the total comprehensive income and expenditure by £1.819m.

2. A corresponding adjustment has been made to capita grants received in advance on the balance sheet of £1.819m.

\l
© 3. There have been changes to the cashflow statement and the movement in reserves statement to reflect the changes noted above.
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Audit adjustments
Misclassification and disclosure changes

Disclosure / issue / omission

Audit fees
Management incorrectly disclosed the audit fee for 24/25.

The table below provides details of misclassification and disclosure changes identified during the audit.

Management has agreed to change the disclosure.

Adjustment

agreed?

Intangibles notes and heritage assets
Management incorrectly excluded the notes for both heritage and intangible assets.

Management has agreed to change the disclosure.

Annual Governance Statement
Management had not provided sufficient information in relation to the governance
weaknesses relating to the Unit4 finance system.

Management has agreed to change the disclosure.

On the balance sheet the pension liability has been split out from the other long-term
liabilities.

Management has agreed to change the disclosure.

There have been some minor changes to the narrative report and financial statements based
on our high-level review of the Statement of accounts.

Note, this review will not have captured all potential findings as we have not undertaken all
substantive planned procedures on the 2024/25 financial statements, due to the backstop

and prior year disclaimed periods.

Management has agreed to change the disclosure.

A/
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Building back assurance

We set out below the work we have done to build back assurance from disclaimed years of audit. Our work has been
undertaken in accordance with the statutory guidance set out in Local Audit Reset and Recovery Implementation

Guidance (LARRIG) 01 to 06

Build back activity
Risk Assessment (LARRIG 06)

We are required by LARRIG 06 to
evaluate the inherent risk of material
misstatement in the opening general
fund and HRA balances and associated
earmarked reserves following prior
year disclaimers.

This in turn informs the volume of
work necessary to recover assurance
over the reserves position as a 1 March
2025.

Commentary

We have considered the guidance set out in LARRIG 06 issued by the National Audit
Office to determine the risk of material misstatement in the general fund and HRA
reserves of the Council at 1 March 2025.

This involved a detailed assessment of a number of risk factors, as set out in LARRIG
06, including consideration of the following:

* Whether the Council has a history of timely production of the financial
statements

* The number of years for which disclaimed opinions have been issued

* The complexity and volume of movement in reserves over the disclaimed period

* The strength of the control environment in place over the period of disclaimed
opinions

* Changes in key personnel, financial reporting systems or key processing activities
during the disclaimed period

* Previous reporting of significant deficiencies in control, significant weaknesses in
arrangements to secure VFM or material or other misstatements

* The level of reserves in place over the disclaimed period

* |Issues reported by Internal Audit and in the Annual Governance Statements

Outcome

We have substantially completed this work,
subject to final write-up to document our
conclusions.

Our assessment is to categorise the Council at
the higher end of the risk spectrum.
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Build back activity

Analysis of movements in reserves

Combined with the risk assessment,
the analysis of movements in reserves
informs the volume of work necessary
to recover assurance over the reserves
position at 31 March 2025.

Building back assurance

Summary of work completed

We have performed an analysis of the movements in useable and unusable reserves

and reconciled these to elsewhere in the financial statements to ensure consistency.

Whilst this was not able to be used to support a low-risk approach, it has given
some assurance over the consistency of reserve movements.

This has substantially been completed for years: 2020/21, 2021/22, 2022/23 and
2023/24. In addition, we have completed this work for 2024/25 to aid in continuing
to build back assurance in future.

Qutcome

This has been a large piece of work which we
are still in the process of writing up in full to
document on our audit file. Whilst this is
supporting our assessment that the Council is
lower risk, we will consider any further work
which may be needed in specific pin-pointed
areas in the future.

Phase 2: Build back of assurance in
respect of Property, Plant and
Equipment over the disclaimed period

In order to build back assurance over
the reserves, we are required to
undertake substantive testing of
movements in property, plant and

equipment over the disclaimed period.

We have started testing on the following areas:

Additions (2021/22, 2022/23, 2023/24 and 2024/25)
Disposals (2021/22, 2022/23, 2023/24 and 2024/25)
Reclassifications (2021/22 and 2023/24)

Depreciation (2021/22, 2022/23, 2023/24 and 2024/25)

Work completed to date has identified some material adjustments, however we will
not know the full extent of these until we have finished our build back testing on
PPE movements. Any required changes to the core financial statements will be
processed in the 2025/26 accounts.

We have started but not completed our work
on PPE movements.

We noted in the 2023/24 ACR that there are
some material adjustments required to note 8
of the accounts. However, we will not know
the full extent of these until we have finished
our build back testing on property, plant and
equipment movements since 2021/22. This
work is ongoing and any required changes to
the impact on the core financial statements
will be processed in the 2025/26 accounts.
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Building back assurance

Build back activity

Commentary

Audit view

Phase 2: Build back of assurance in respect
of other balances directly influenced by
the opening position over the disclaimed
period

In order to build back assurance over
balances where the closing position is
directly influenced by the opening
position, we are required to undertake
subgtantive testing of movements in these
baf@hces over the disclaimed period.

We have not completed build back assurance work on any other balances within the Council’s
balance sheet due to limitations in timing and resource.

We have not completed build back
assurance work on any other balances
within the Council’s balance sheet due to
limitations in timing and resource.

Phase 2: Build back of assurance on
income and expenditure since the previous
unqualified opinion in 2020/21

We have started testing on the following areas:

* Housing benefit expenditure (2021/22, 2022/23, 2023/24 and 2024/25)
* Housing benefit income (2021/22, 2022/23, 2023/24 and 2024/25)

* Other service expenses (2021/22, 2022/23, 2023/24 and 2024/25)

We have completed our testing in the following areas:
* HRA rental income (2021/22, 2022/23, 2023/24 and 2024/25). We have noted identified any
issues from this work.

We have not been able to complete testing on the other areas listed above. Management have
committed to find additional time to complete the above.

We have started but not completed our
work as outlined to the left.
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Value for money

We are required to consider whether the Council has established proper arrangements to secure economy, efficiency
and effectiveness in its use of resources, as set out in the NAO Code of Practice 2024 and the requirements of Auditor
Guidance Note 3 (‘AGN 03’).

We have completed our value for money work. Our detailed findings were reported in our Auditor’s Annual Report.

We have concluded there are significant weaknesses 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. The significant weaknesses and key recommendations arising are summarised on the next page. Our auditor’s report will refer to
the significant weaknesses in arrangements we have identified. Further detail is contained in our Auditor’s Annual Report.

Reporting criteria Planning — risk of Final — significant Recommendations made

significant weakness weakness

identified? identified? DI X2y SIEREr

Financial sustainability
How the body plans and manages its resources to ensure it can No No No No Yes
continue to deliver its services

Governance
How the body ensures it makes informed decisions and properly Yes Yes No Yes No
manages risk

Improving economy, efficiency and effectiveness
How the body uses information about its costs and performance No No No No Yes
to improve the way it manages and delivers its services

A/
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Value for money: significant weaknesses and key recommendations

The significant weaknesses we have identified and the key recommendations made are set out below. Our detailed commentary is set out in our separate Auditor’s Annual Report.

Significant weakness identified

Criteria

Sub criteria

Key recommendation

The council was unable to provide
documentation that supported the initial and
ongoing decisions made by the project board
historically in relation to the implementation of
Unit 4. Specifically, considerations of the risks

\e?nd potential impacts associated with

O®mplementing a new system which had not
been fully developed at the point of
implementation.

Governance

How the body ensures it makes
properly informed decisions,
supported by appropriate evidence
and allowing for challenge and
transparency. This includes
arrangements for effective challenge
from those charged with governance

We recommend that the Council records are maintained for key
procurement activities, which clearly support management’s
decision-making process. For such decisions, the Council should
perform options appraisals, considering the risks present and
mitigations needed to reduce any risks present to an acceptable
level.

The council has been unable to produce the
2023/24 and 2024/25 accounts in line with the
statutory deadline of 31 May due to capacity
restrictions within the finance team, and issues
with the implementation of the new accounting
software Unit4.

Governhance

how the body ensures effective
processes and systems are in place to
ensure budgetary control; to
communicate relevant, accurate and
timely management information
(including non-financial information
where appropriate); supports its
statutory financial reporting
requirements; ensures corrective
action is taken where needed,
including in relation to significant
partnerships

We recommend that the Council ensure sufficient capacity is
available within the finance team, on a substantive basis to
ensure the financial accounts can be produced to the required
quality standards and in line with statutory deadlines.
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Value for money: significant weaknesses and key recommendations

The significant weaknesses we have identified and the key recommendations made are set out below. Our detailed commentary is set out in our separate Auditor’s Annual Report.

Significant weakness identified

Criteria

Sub criteria

Key recommendation

Communication to members in regarding the
ongoing implementation delays relating to Unit
4 did not fully communicate the severity, extent
or the impact of the issues experienced.

6.

Governance

How the body ensures it makes
properly informed decisions,
supported by appropriate evidence
and allowing for challenge and
transparency. This includes
arrangements for effective challenge
from those charged with governance

We recommend that the Council enhance the transparency,
regularity and timeliness of reporting to members, with a specific
focus on the continued implementation of the Unit4 ERPx system.
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Independence and ethics

The Ethical Standards and ISA (UK) 260 require us to give you full and fair disclosure of matters relating to our independence. In accordance with our profession’s ethical requirements
and further to our audit plan issued confirming audit arrangements we confirm that there are no further facts or matters that impact on our integrity, objectivity and independence as
auditors that we are required or wish to draw to your attention. We consider an objective, reasonable and informed third party would take the same view.

We confirm that Azets Audit Services and the engagement team complied with the FRC’s Ethical Standard. We confirm that all threats to our independence have been properly
addressed through appropriate safeguards and that we are independent and able to express an objective opinion on the financial statements. In addition, we have complied with the
National Audit Office’s Auditor Guidance Note 01, which sets out supplementary guidance on ethical requirements for auditors of public sector bodies.

In particular:

» Non-audit services: We provide assurance services as set out below

» Contingent fees: No contingent fee arrangements are in place for any services provided

» Gifts and hospitality: We have not identified any gifts or hospitality provided to, or received from, any member of the Council, senior management or staff

» Relationships: We have no other relationships with the Council, its directors, senior managers and affiliates, and we are not aware of any former partners or staff being employed, or
o holding discussions in anticipation of employment, as a director, or in a senior management role covering financial, accounting or control related areas.
H

Non-audit service fees

Service 2024/25 Fee Threats Safeguards
£ identified
Housing Benefit (HBAP) £28,000 (plus £2,000 Self interest Self-interest: Given this is likely to be a recurring fee, we consider a threat present. However, the fee is
certification for each additional (recurring fee) not significant to Azets Audit Services or the Council. The fee is fixed and is not contingent in nature.
workbook) Self-review: Whilst housing benefit revenue and expenditure streams are within the financial statements,

we do not complete the claim form. The focus of our work is solely testing the data in the claim form
prepared by management.

Management: As above, the claim form is completed by management and any adjustments or
amendments identified to the form during the certification work are discussed and agreed by
management prior to submission of the certification report. We therefore consider these risks sufficiently
mitigated.
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Independence and ethics

Service

Pooling of Housing Capital Receipts

2024/25 Fee
f

£10,000

Threats identified

Self-interest (recurring fee)

Safeguards

Self-interest: Given this is likely to be a recurring fee, we consider a threat present.
The fee is not significant to Azets Audit Services or the Council. The fee is fixed and
not contingent in nature.

Self-review: Whilst HRA right-to-buy proceeds are included within the financial
statements, we do not complete the claim form. The focus of our work is solely
testing the data in the claim form prepared by management.

Management: the claim form is completed by management and any adjustments or
amendments identified to the form during the certification work are discussed and
agreed by management prior to submission of the certification report.

We therefore consider these risks sufficiently mitigated.

Azets > Move forward with confidence

44



Appendices

Azets > Move forward with confide




78

Appendices

Appendix I: Recommendations arising from the audit

Appendix II: Fees

47
53

Azets > Move forward with confidence

46



Recommendations
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Appendix |: Recommendations

Recommendations identified during the course of our audit.

The matters reported here are limited to deficiencies we have identified during the course of our audit which we feel are of sufficient importance to merit reporting to you under the
auditing standards. Recommendations arising from our value for money work are reported separately in our Auditor’s Annual Report.

Assessment Recommendation Management response
North West Leicestershire District Council has not undertaken North West Leicestershire District Council We will build testing of the
testing of the ICT Information Security Incident Response should schedule and conduct regular testing of | playbooks into our BCP plans.
Procedure or any of its associated playbook. its ICT Information Security Incident Response

Procedure and playbooks—such as tabletop
exercises or simulated cyber incidents—to
validate the effectiveness of response plans,
ensure staff readiness, and identify areas for
improvement. Testing outcomes should be
documented, lessons learned should be
integrated into updated procedures, and
results should be reported to senior
management for oversight.

98

We identified a number of generic user accounts in Active We recommend that all user accounts be We review all domain, service and
Directory which are not attributable to an individual user. A high unigue and attributable to an individual user. admin accounts every QTR, we have
percentage of these accounts were identified as no longer Where this cannot be avoided, these account reduced the number of service
required. types should be limited and maintained in a accounts that we used to have. This
controlled manner with logging in place. number will keep going down whilst

we get rid of legacy systems. | can
only see this getting better and the
number of generic accounts being
reduced.
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Appendix |: Recommendations

Recommendations identified during the course of our audit.

The matters reported here are limited to deficiencies we have identified during the course of our audit which we feel are of sufficient importance to merit reporting to you under the

auditing standards. Recommendations arising from our value for money work are reported separately in our Auditor’s Annual Report.

Assessment

Issue

We identified a large volume of service accounts with
Domain Administrator access in Active Directory.

Recommendation

We recommend conducting a review of all
privileged users, ensuring that user
accounts with elevated access require
these permissions to perform their job
role and are disabled when not in use to
prevent unauthorised access. This would
help to ensure that the provisioning of
accounts with Domain Admin access is
necessary and appropriate for the use of
the account.

Management response

We review all domain, service and admin accounts
every QTR, we have reduced the number of
service accounts that we used to have. This
number will keep going down whilst we get rid of
legacy systems. | can only see this getting better
and the number of generic accounts being
reduced.

Key: Significant effect on financial statements

A/

effect on financial statements Low improvement point / best practice
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Appendix |: Recommendations

Recommendations identified during the course of our audit.

The matters reported here are limited to deficiencies we have identified during the course of our audit which we feel are of sufficient importance to merit reporting to you under the

auditing standards. Recommendations arising from our value for money work are reported separately in our Auditor’s Annual Report.

Assessment

Recommendation

Management response

GREEN

GREEN

Key: Significant effect on financial statements

A/

The organisation does not have a disaster recovery plan or
business continuity plan in place in the event of Unit 4
services being unavailable.

We recommend implementing a business
continuity plan or disaster recovery plan
for the finance system in the event of an
incident.

Confirmed with Manjinder Gosal on 25/09/2025
that other than the IT policy finance do not have
their own policy on this.

We identified one user with access to the job schedules in
Unit4 that has left the organisation.

We recommend conducting a review of
users with access to the job scheduling
tool in Unit 4 and ensure access is
appropriate and necessary.

A user access review will be conducted every year.
Also please note that Unit4 is SSO and can not be
accessed once leaver is processed by ICT. EG If
user is no longer active on Active Directory then
they have no access to Unit4 as well.

North West Leicestershire District Council has in place a
Technical Environment Supplier Questionnaire, which is
used during procurement to assess cyber security risks
related to third-party suppliers. This questionnaire
requires prospective suppliers to provide information
including their security accreditations, data protection
controls, and vulnerability resolution processes. The
Council does not have a process in place by which
assessments are re-applied, either at a pre-determined
frequency or in response to contractual changes.

North West Leicestershire District Council
should enhance existing processes by
undertaking reassessment of suppliers at
contract renewal, in response to any
significant changes, and using a risk-based
approach which considers criticality to the
organisation.

We will build the review into future renewals

effect on financial statements Low improvement point / best practice
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Appendix |: Recommendations

Recommendations identified during the course of our audit.

The matters reported here are limited to deficiencies we have identified during the course of our audit which we feel are of sufficient importance to merit reporting to you under the

auditing standards. Recommendations arising from our value for money work are reported separately in our Auditor’s Annual Report.

Assessment

GREEN

Key: Significant effect on financial statements

A/

The policy states that user access reviews should be
conducted every 3 months however the last review was in
November 2024 for Active Directory. The next review is
scheduled for May 2025.

Recommendation

We recommend ensuring that the user
access review policy is followed by all
users and that regular review of user
access is undertaken.

Management response

We carry out a 90 day AD audit, where we produce
a report on AD accounts that have not been
logged into for 90 days. We then use this data to
find out from managers if staff members are still
employed or have left the business. On top of the
90 days review we perform a yearly user access
review in AD and across all our key line of business
systems.

effect on financial statements Low improvement point / best practice
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Appendix I: Internal control recommendations

Follow up of prior year recommendations

Assessment

2023/24

Recommendation

Management update
2024/25

Unit 4 back up reports

The Council has not been receiving back up reports from
the Unit 4 system supplier. This could result in data loss
or data errors if a system outage was to occur.

The finance team should request
backup reports from the system
supplier to ensure that their data
is backed up and up to date.

Unit 4 access review

However, we note that the system had not been
operational for a full year at the point the observation was
raised.

A review of user access to Unit 4 has not been completed.

A review of people with access to
Unit 4 should be undertaken
periodically to ensure access
remains appropriate.
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Appendix Il: Fees

Our fees for the year ending 31 March 2025 are set out in the PSAA scale fees communication and are shown below and on the next page:

Audit fees Proposed fee
£
Scale fee — base fee for the audit of the Council’s financial statements (as set out in the scale fees issued by PSAA)
Core work 163,742 81,871*
Additional work arising from VFM significant weaknesses 0 O**
Q[ IFRS16 Leases: work needed to audit the new standard. PSAA have confirmed this work is not included in the above scale fee TBC O***
Implementation of a new financial ledger TBC Q¥ xko*
Sub total TBC 81,871

*Due to the late submission of the 2024/25 accounts which limited the amount of audit work it was possible to complete, only 50% of the scale fee has been charged based on our time spent.
This is subject to PSAA review and determination.

**VFM work completed jointly for 23/24 and 24/25. We reported our findings in November 2025 and therefore have included all additional work in 23/24. No additional fee charged in 24/25 for
VFM significant weaknesses.

***Due to the late submission of the 2024/25 accounts, we did not get sufficient time to audit the IFRS 16 related disclosures

****This work has become part of our risk assessment (Larrig 06) in 24/25.

A/
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Appendix Il: Fees

Audit fees Proposed fee
f

Disclaimer fees
Disclaimer fees: in year disclaimer planning and reporting. Additional work required to issue the disclaimer of opinion. This TBC 14,940
includes the extended reporting contained in this report and the audit plan, additional review and consultation requirements
and additional file documentation requirements.
Build back fees
Opinion: costs to recover assurance over disclaimed periods: TBC

S| LARRIG 06 risk assessment 21,705
Movement in Reserves build back 21/22-24/25 18,769
Build back assurance- PPE movements 21/22-24/25 20,978
Build back assurance- housing benefit expenditure 21/22-24/25 31,030
Build back assurance- housing benefit income 21/22-24/25 17,600
Build back assurance- operating expenditure 21/22-24/25 30,000
Sub total TBC 154,572
Sub-total carried forward from previous page TBC 81,871
Total audit fees TBC 236,893
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Appendix Il: Fees

Total fees

Non audit fees for other services Proposed fee

i
Housing Benefit (HBAP) certification 28,000* 28,000*
Pooling of Housing Capital Receipts certification 10,000 10,000
Total non audit fees 38,000* 38,000*
Fees brought forward for the core audit and build back, plus disclaimer reporting costs (see previous page) TBC 236,893
{| Total fees charged TBC 274,898*

*Plus £2,000 for each additional workbook. Work on 2024/25 certification is still ongoing so the final fee is not known yet.

The audit fees charged reconcile to the fees disclosed in the financial statements subject to the fees variation process as outlined by the PSAA. MHCLG has announced additional
funding for councils to meet the cost of work undertaken to issue disclaimed opinions and recover (build back) assurance over prior disclaimed periods with a view to returning to

unmodified opinions at a future date.
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