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H Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE —20 MAY 2024

REPORT OF THE DIRECTOROF CORPORATE RESOURCES

EXTERNAL AUDIT OF THE 2022/23STATEMENT OF ACCOUNTS,
ANNUAL GOVERNANCE STATEMENT AND PENSION FUND ACCOUNTS
- UPDATED

Purpose

1. The purpose of this report is to present an updated Audit Findings Report from the
external audit of the 2022/23 financial statements and to seek the Committee’s
approval of the draft letters of representation.

2. Asupplementary report setting out the key findings is currently being prepared and
this will be circulated to members and published on the County Council’'s website as
soon as possible.

Background

3. The committee received an interim Audit Findings report at its last meeting on 26
January 2024. The report explained that the external audit had been substantially
completed with the exception of Property, Plant and Equipment (PPE) where there
were delays in providing the evidence required to support the valuations used in the
Council's accounts.

4. The Council uses an external firm of valuers to undertake the valuations. The original
valuations were provided on time and were used in the Council’s draft accounts
reported in June 2023. However, there have been delays during the audit in obtaining
the required level of evidence to support the calculations for the sample requested by
the auditor. Changes in staff at the external valuation firm has meant that there have
been delays and valuations having had to be reperformed, including corrections to
prior year valuations requiring a substantial amount of rework to the accounts. A new
firm of external valuers have been contracted for the 2023/24 valuations.

5.  This work has now been completed and the updated draft Statement of Accounts is
currently being reviewed by the external auditor.
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Recommendation

6. The Committee is asked to note the External Audit of the Financial Statement 2022-
23 and consider issues raised in the auditor's Audit Findings Reports and approve
the draft letters of representation.

Equality and Human Rights Implications

7. None.

Circulation Under the Local Issues Alert Procedure

8. None.

Background Papers

9. Report to the Corporate Governance Committee: External Audit of the 2022/23
Statement of Accounts, Annual Governance Statement and Pension Fund Accounts
https://democracy.leics.gov.uk/ieListDocuments.aspx?Cld=434&MId=7410&Ver=4

Appendices

None

Officers to Contact

Declan Keegan, Director of Corporate Resources,
Corporate Resources Department,
@0116 305 7668 E-mail Declan.Keegan@Ieics.gov.uk

Simone Hines, Assistant Director (Finance, Strategic Property and Commissioning),
Corporate Resources Department,
@0116 305 7066 E-mail Simone.Hines@leics.gov.uk



https://democracy.leics.gov.uk/ieListDocuments.aspx?CId=434&MId=7410&Ver=4
file:///C:/Users/dkeegan/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/CJMNC7N7/Declan.Keegan@leics.gov.uk
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H Leicestershire
County Council

CORPORATE GOVERNANCE COMMITTEE —20 MAY 2024

REPORT OF THE DIRECTOROF CORPORATE RESOURCES

EXTERNAL AUDIT OF THE 2022/23STATEMENT OF ACCOUNTS,
ANNUAL GOVERNANCE STATEMENT AND PENSION FUND ACCOUNTS
- UPDATED

Purpose

1. The purpose of this report is to present an updated Audit Findings Report from the
external audit of the 2022/23 financial statements and to seek the Committee’s
approval of the letters of representation.

Background

2.  The committee received an interim Audit Findings Report (AFR) for Leicestershire
County Council at its last meeting on 26 January 2024.

3.  The report explained that the external audit had been substantially completed with
the exception of Property, Plant and Equipment (PPE) where there were delays in
providing the evidence required to support the valuations used in the Council's
accounts. These issues have now been resolved.

4.  The report to the Committee in January also explained that the final AFR for the
Pension Fund audit was not complete at the time of the meeting and that it would be
reported alongside the final AFR for the County Council.

5. Grant Thornton UK LLP, the County Council’s external auditor, is required to
communicate the results of the audit to those charged with governance prior to
certifying the financial statements. The draft 2022/23 Statement of Accounts, Annual
Governance Statement (AGS) and Pension Fund Accounts can be viewed on the
Council’s website via the following link:

https:/www.leicestershire.gov.uk/sites/default/files/2023-07 /LCC-Statement-of-
Accounts-2022-2023.pdf

6. Copies of the following reports are attached as appendices; Leicestershire County
Council (Updated) AFR — Appendix A, and Leicestershire County Council Pension
Fund AFR — Appendix B.


https://www.leicestershire.gov.uk/sites/default/files/2023-07/LCC-Statement-of-Accounts-2022-2023.pdf
https://www.leicestershire.gov.uk/sites/default/files/2023-07/LCC-Statement-of-Accounts-2022-2023.pdf
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Copies of the letters of representation for the County Council and its Pension Fund
are attached as Appendices C and D for member consideration.

The financial statements also include the Annual Governance Statement (AGS).
Since the draft AGS in June 2022, the AGS has been updated for the latest position
on the internal audit of East Midlands Shared Services (EMSS), the Government’s
decisionto end funding to the Leicester and Leicestershire Enterprise Partnership
(LLEP) and the funding arrangements of the East Midlands Development Company
(DevCo). An updated copy of the AGS is attached as Appendix E.

Mark Stocks, Key Audit Partner from Grant Thornton UK LLP, responsible for the
audit will attend the Committee meeting to communicate any significant findings and
answer any questions.

The external auditor has reviewed the financial statements and anticipates issuing an
unqualified opinion. The auditor will provide a verbal update at the meeting.

The updated financial statements will be reported to the Council's Constitution
Committee on the 24 May 2024 for signing. The external auditor will then sign off the
accounts.

Updated Audit Findings Report — Leicestershire County Council 2022/23

12.

The key changes to the AFR that were previously provided to the committee in
January are highlighted in yellow within the report. These are:

Asset Valuations

13.

14.

15.

The Council uses an external firm of valuers to undertake the valuations. The original
valuations were provided on time and were used in the Council’s draft accounts
reported in June 2023. However, there were delays during the audit in obtaining the
required level of evidence to support the calculations for the sample requested by the
auditor. Changes in staff at the external valuation firm has meant that there have
been delays and valuations having had to be reperformed, including corrections to
prior year valuations. A number of updated valuation reports were required over a
number of months to manage the changes required. This has resulted in a
substantial amount of rework to the draft accounts. A new firm of external valuers
have been contracted for the 2023/24 valuations.

The main issue was due to non-school building areas being incorrectly valued at the
same rate as the building areas — which attract a higher valuation. Further
investigation identified that the overstatement originated from 2019/20. All school
valuations since 2019/20 have now been updated. Separately, the Council has also
reviewed assets held at historic cost. This has identified that some of these assets
were no longer owned by the Council and needed removing from the fixed asset
register and some needed to be revalued down.

As aresult of the updates, there was a reduction of £40.1m needed to the carrying
value of land and buildings included within the balance sheet as at 315t March 2022
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and a further £9m reduction as at 31 March 2023. The accounts have been updated
for these amendments.

It should be noted that these corrections do not have any impact on the Council's
general fund balance and are offset within the unusable reserves of the Council via
the capital adjustment account and the revaluation reserve.

Financial Instruments - Note 20 to the Accounts

17.

The note to the accounts incorrectly included payments in advance and grants
received in advance within the amounts shown as financial assets and financial
liabilities respectively. These were also incorrect in previous years and have now
been corrected. This only affects the disclosure note and no further changes were
required to the main statements.

Audit Fees

18.

The auditor has confirmed their final audit fee for 2022/23 as £179,000 compared
with the proposed fee of £128,815 in the audit plan. The increase in the fee is due
mainly to the additional work required for the property asset valuation corrections

necessary to the accounts. The Council will be seeking some contribution to these
costs from the external valuer.

Audit Findings Report — Leicestershire County Council Pension Fund 2022/23

19.

20.

21.

22.

The auditor has completed their work and no material adjustments were required to
the accounts.

During the audit there was one non-material adjustment identified totalling £3.8m
relating to the valuation of hard to value pooled assets, which was not available when
the accounts needed to be prepared. For these assets estimates have to be made as
the valuations are not known for many months until after the year end date. The
amount was not material overall and this was not adjusted for in the accounts. This
was agreed with the external auditor.

There were two control issues reported relating to:

o Journals below £20,000 auto approved. Access is limited to the central finance
team only, but the limit will be reviewed, including Internal Audit being asked to
review a sample as part of their annual assurance work.

o Investment manager internal control reports and bridging letters — provide
assurance on controls in place. Two investment reports were not received by
the Council. The Council will continue attempts to obtain the required reports.

The proposed audit fees for the pension fund have been increased slightly from
£36,793 to £38,193 due mainly to work required to review the Triennial pension fund
valuation. A separate additional fee of £19,200 is made for work relating to the IAS19
accounting assurance letters undertaken by the Pension Fund’s auditor on behalf of
the main admitted bodies of the Fund. These charges are fully recharged to the
respective admitted bodies.
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Recommendation

23. The Committee is asked to note the External Audit of the financial statements 2022-
23 and consider issues raised in the auditor's Audit Findings Reports and approve
the draft letters of representation.

Equality and Human Rights Implications

24. None.

Circulation Under the Local Issues Alert Procedure

25. None.

Background Papers

Report to the Corporate Governance Committee 26 January 2024: External Audit of the
2022/23 Statement of Accounts, Annual Governance Statement and Pension Fund
Accounts
https://democracy.leics.gov.uk/ieListDocuments.aspx?Cld=434&MId=7410&Ver=4

Report to the Corporate Governance Committee 26 May 2023: External Audit Plan

2022/23
https://democracy.leics.gov.uk/ieListDocuments.aspx?Cld=434&MId=7129&Ver=4

Officers to Contact

Declan Keegan, Director of Corporate Resources,
Corporate Resources Department,
@0116 305 7668 E-mail Declan.Keegan@Ieics.gov.uk

Simone Hines, Assistant Director (Finance, Strategic Property and Commissioning),

Corporate Resources Department,
20116 305 7066 E-mail Simone.Hines@Ileics.gov.uk

Appendices

Appendix A — Audit Findings Report for Leicestershire County Council 22/23

Appendix B — Audit Findings Report for Leicestershire County Council Pension Fund 22/23
Appendix C - Letter of Representation (County Council)

Appendix D - Letter of Representation (Pension Fund)

Appendix E — Updated Annual Governance Statement


https://democracy.leics.gov.uk/ieListDocuments.aspx?CId=434&MId=7410&Ver=4
https://democracy.leics.gov.uk/ieListDocuments.aspx?CId=434&MId=7129&Ver=4
file:///C:/Users/dkeegan/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/CJMNC7N7/Declan.Keegan@leics.gov.uk
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Key Audit Partner
E Mark.S.Stocks@uk.gt.com

Mary Wren
Senior Manager
E Mary.Wren@uk.gt.com

Lisa Morrey
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E Lisa.Morrey@uk.gt.com
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Management Letter of Representation

This Audit Findings presents the observations arising from the audit that are
significant to the responsibility of those charged with governance to oversee the
financial reporting process, as required by International Standard on Auditing (UK)
260. Its contents will be discussed with management and the Corporate Governance

Mark Stocks
For Grant Thornton UK LLP
Date: 15 May 2024

Commercial in confidence

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

LT

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

This table summarises the key findings and other matters arising from the statutory audit of Leicestershire County Council
(‘the Council’) and the preparation of the Council's financial statements for the year ended 31 March 2023 for the attention of
those charged with governance.

Financial Statements

Under International Standards of
Audit (UK) (ISAs) and the National
Audit Office (NAO) Code of Audit
Practice ('the Code'), we are
required to report whether, in our
opinion:

* 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 year; and

* have been properly prepared in
accordance with the

CIPFA/LASAAC code of practice
on local authority accounting

and prepared in accordance with ’

the Local Audit and
Accountability Act 2014.

We are also required to report
whether other information published
together with the audited financial
statements (including the Annuall
Governance Statement (AGS) and
Narrative report) is materially
inconsistent with the financial
statements or our knowledge
obtained in the audit, or otherwise
appears to be materially misstated.

An Interim Audit Findings Report was presented to the Audit Committee in January 2024. Key changes to this report are highlighted in yellow.

The main area of outstanding work as reported in January 2024 related to the evidence to support Land and Building valuations within the Council’s
financial statements. We provided a detailed list of evidence required for each asset selected for testing at the beginning of October 2023. The final
information and valuation reports were provided in April 2024 and we have now concluded our work in this area.

Our audit work has been conducted remotely throughout the audit . Our work is substantially complete subject to the following outstanding matters;

* Receipt of management representation letter; and

*  Completion of procedures regarding subsequent events

* Review of final version of financial statements , including WGA procedures

* Final Manager and Engagement Lead review of the above

Our detailed findings are summarised on pages 6 to 25. =

We have identified a number of issues in our 2022/23 audit which have been adjusted in the Council’s financial statements. This includes three material
misstatements and three non-material misstatements in the financial statements. This impact of these is summarised below :

Prior period adjustment - a number of issues have been identified in relation to the Council’s Land and Building valuations. This has triggered a Prior
period adjustment. In summary the Council’s land and building values as at 31t March 2022 are £40.1m lower than those reported in the draft
financial statements. A detailed Prior Period Adjustment disclosure (note 8] has been included in the Council’s updated financial statements

* Prior Period adjustment - Grants received in advance have been incorrectly included within financial instrument disclosures. This is a material
disclosure amendment. A detailed Prior Period Adjustment disclosure (note 8) has been included in the Council’s updated financial statements

* Increase in the Council’s Net Pension Liability of £14.3m due to incorrect offsetting of pension arrangements and subsequent application of IFRIC 14.

+ Other Land and Buildings - Reduction in valuation of £9m following the Council obtaining updated valuations in 22/23 and other accounting issues
relating to Land and Building valuations

* Revaluation reserve difference of £1.8m compared to the general ledger - this was identified by the Council’s Finance Team.
The above adjustments do not impact on the Council’s general fund balance.

Further issues identified for which adjustments have not been made to the financial statements are:

*  Movement on valuations on assets not revalued in 2022/23 - resulting in an estimated understatement of asset values of £1.4m.

*  Overstatement of income due to incorrect accruals accounting being applied to rental income invoices - £1.358m. This adjustment would impact on
the Council’s general fund balance.

e A number of disclosure amendments have not been made- relevant recommendations have been made to ensure these are addressed in 23/24

© 2023 Grant Thornton UK LLP.
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Financial statements - continued

Audit adjustments are detailed in Appendix D. We have also raised recommendations for management as a
result of our audit work. These are set out in Appendix B. Our follow up of recommendations from the prior year’s
audit are detailed in Appendix C.

We have concluded that the other information to be published with the financial statements, is consistent with
our knowledge of your organisation and the financial statements we have audited.

Our financial statements audit report opinion will be unmodified. We have completed our VFM work and our
detailed commentary is set out in the separate Auditor’s Annual Report, which is presented alongside this report.
As part of our work, we considered whether there were any risks of significant weakness in the Council's
arrangements for securing economy, efficiency and effectiveness in its use of resources. We did not identify any
risks of significant weakness. We are satisfied that the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

We are satisfied this work does not have a material effect on our opinion on the financial statements for the year
ended 31 March 2023.

We have nothing to report in relation to statutory powers or other duties.

Value for Money (VFM) arrangements

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

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

* Improving economy, efficiency and effectiveness;

* Financial sustainability; and

*  Governance

6T

We have completed our VFM work, which is summarised on page 25, and our detailed commentary is set out in
the separate Auditor’s Annual Report, which is presented alongside this report. We are satisfied that the Council
has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources.

Statutory duties

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

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

* to certify the closure of the audit.

We have not exercised any of our additional statutory powers or duties.
We expect to be able to certify the completion of the audit when we give our audit opinion.

Significant matters

The valuation process has been problematic throughout the audit with the final valuation report being provided
to the council in April 2024 . This has incurred significant additional resource for the audit team and the
Council’s own staff. The impact on audit fee is included within Appendix E. 14 versions of valuation reports have
been received throughout the audit with a number of material amendments to the financial statements.

We did not encounter any other significant difficulties or identify any other significant matters arising during
our audit.

© 2023 Grant Thornton UK LLP.
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1. Headlines

National context - audit backlog

Nationally there have been significant delays in the completion of audit work and the issuing of audit opinions across the local government sector. Only 12% of local government bodies had
received audit opinions in time to publish their 2021/22 accounts by the extended deadline of 30 November. There has not been a significant improvement over this last year, and the
situation remains challenging. We at Grant Thornton have a strong desire and a firm commitment to complete as many audits as soon as possible and to address the backlog of unsigned
opinions.

Over the course of the last year, Grant Thornton has been working constructively with DLUHC, the FRC and the other audit firms to identify ways of rectifying the challenges which have

been faced by our sector, and we recognise the difficulties these backlogs have caused authorities across the country. We have also published a report setting out our consideration of the
issues behind the delays and our thoughts on how these could be mitigated. Please see About time? [grantthornton.co.uk]

We would like to thank everyone at the Council for their support in working with us throughout the audit ensuring open line of communication and collaborating to reduce the risk of delays
and for maintaining a positive working relationship to address any issues.

National context - level of borrowing

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

their revenue budgets to finance these investment schemes.

The impact of these huge debts on Councils, the risk of potential bad debt write offs and the implications of the poor governance behind some of these decisions are all issues which now
have to be considered by auditors across local authority audits. We have not identified any similar risks at the Council.

© 2023 Grant Thornton UK LLP. 5
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2. Financial

Overview of the scope of our .

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

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

© 2023 Grant Thornton UK LLP.

Statements

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

* Anevaluation of the Council’s internal controls
environment, including its IT systems and
controls;

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

We have made one change to our audit approach
to that reported in our Audit Plan. Following receipt
of the draft financial statements and initial review
of Net Pension Fund Liability offsetting it was
identified additional procedures regarding IFRIC 14
were required. Full detail is provided on pages 13
and 14.

There have been no further changes to our audit
plan, as communicated to you on 26* May 2023.

Commercial in confidence

Our work is substantially complete subject to the following outstanding matters;

* Receipt of management representation letter;

*  Final addendum valuation report from the Council;

*  Completion of procedures regarding subsequent events

* Review of final version of financial statements , including WGA procedures

* Final Manager and Engagement Lead review of the above

Subject to outstanding queries being resolved, we anticipate issuing an unqualified
audit opinion .

Acknowledgements

We would like to take this opportunity to record our appreciation for the assistance
provided by the finance team and other staff. The Council’s central finance team and
key staff members have been instrumental in supporting the wider audit, especially
where requests require the involvement of other departments/external experts.

The 2022/23 audit has progressed at a faster pace than prior years but it has still
taken longer than expected. We are aware this extended through the budget setting
window of the Council which we appreciate is a challenging time and puts

competing demands on finance staff. We have encountered some delays in relation to
the quality of initial evidence provided to support income and expenditure
transactions. This was escalated to senior finance team members who responded
promptly to the issues raised.

The Land and Building valuation process has been problematic throughout the audit
with the final valuation report being provided to the council in April 2024 . This has
incurred significant additional resource for the audit team and the Council’s own
staff.

Moving forward, we will review, in detail, the 2022/23 audit process alongside the
Council and agree how the 2023/24 audit timeline and procedures can be amended
to ensure the audit is completed as efficiently as possible. 6

TZ



2. Financial Statements

<

Our approach to materiality

The concept of materiality is
fundamental to the preparation of the
financial statements and the audit
process and applies not only to the
monetary misstatements but also to
disclosure requirements and adherence
to acceptable accounting practice and
applicable law.

Materiality levels remain the same as
reported in our audit plan but we have
set a specific lower materiality level for
your remuneration disclosures.

We set out in this table our
determination of materiality for
Leicestershire County Council.

© 2023 Grant Thornton UK LLP.

Amount (£)
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Qualitative factors considered

Materiality for the financial statements

£14.5m

We determined materiality for the audit of the Council’s financial
statements as a whole to be £14.5m, which equates to approximately
1.4% of the Council’s gross operating expenses. This benchmark is
considered the most appropriate because we consider users of the
financial statements to be most interested in how it has expended its
revenue and other funding.

Performance materiality

£9.8m

We use a different level of materiality, performance materiality, to drive
the extent of our testing. Our consideration of performance materiality is
based upon a number of factors:

*  We have not historically identified significant control deficiencies as
a result of our audit work

*  We are not aware of a history of significant deficiencies or a high
number of deficiencies in the control environment

* There were a number of misstatements identified as part of the
2021/22 audit in relation to property, plant and equipment.

¢

*  There were recommendations raised in 2021/22 in relation to the
Council’s journals control environment.

* Senior management and some key reporting personnel in the finance
function have changed from the prior year audit

On this basis we have maintained the performance materiality threshold
at 67.5%.

Trivial matters

£700k We determined the threshold at which we will communicate

misstatements to the Corporate Governance Committee to be £700k.

Materiality for remuneration disclosures

Performance materiality for
remuneration disclosures

£100k
£75k

In accordance with ISA 320 we have considered the need to set lower
levels of materiality for sensitive balances, transactions or disclosures in
the accounts. We consider the disclosures of senior officer remuneration
to be sensitive as we believe these disclosures are of specific interest to
the reader of the accounts. We have determined a lower materiality for
senior officer remuneration disclosures linked to the total value of the
disclosures set at £100k with a lower performance materiality set at
£75k.
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2. Financial Statements: Significant risks

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

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

Risks identified in our Audit Plan Commentary
Management override of controls We completed the following audit work:
Under ISA (UK) 240 there is a non-rebuttable * evaluated the design and implementation of management controls over journals

presumed risk that the risk of management over-

5 h . S * analysed the journals listing and determined the criteria for selecting high risk unusual journals
ride of controls is present in all entities.

* identified and tested unusual journals made during the year and the accounts production stage for appropriateness and
corroboration

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

ec

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

We have completed targeted testing of a number of journals deemed to be ‘unusual’ using an overarching set of risk criteria. Our
sample of journals tested has not identified any instances of management override.

General Ledger coding structure and balances

When undertaking our risk assessment work in relation to journal entries we have, as noted in the prior year, identified that the
Council’s ledger structure and processing gives rise to a significant number of journal postings. A number of separate codes are
used to manage the debit and credit items separately for a particular item as well as using journals to reallocate costs and
income between cost centres. This results in a significant number of debits on account codes which are offset by a significant
number of credits on other account codes. The separation of debit and credit transactions for the same GL code to the extent
used by the Council is unusual.

The size and volume of data being processed at the Council therefore results in additional audit time and procedures to
understand the data and cleanse the data appropriately in order to test balances in the most efficient way. Recommendations
have been raised to ensure further progress is made to reduce the level of transactions recorded and that account codes are
managed and cleansed appropriately.

A fee increase of £7,500 was reported in the audit plan relating to this additional work.

It is difficult to provide directly comparable benchmarking information due to the differing ledger structures and services
delivered across our client base. We have, however, provided some high level benchmarking overleaf which illustrates the volume
of transactions processed across three organisations of similar size to Leicestershire County Council.

Our analysis identified of the Council’s data has identified 20,371 full code combinations which have been posted to less than
monthly. A reporting cost centre can use an analysis code to separate their cost centre down further and then for each they will
use a subjective code to identify the type of spend. Together the codes form a ‘code combination’. We have raised a
recommendation regarding this point within
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Commercial in confidence

2. Financial Statements: Significant risks

Risks identified in our Audit Plan Commentary

Management override of controls (continued)

Under ISA (UK) 240 there is a non-rebuttable
presumed risk that the risk of management
over-ride of controls is present in all entities.

Number of transaction lines
posted in year (million)

1
0 . 7 —

LCC County 1 County 2 Met

v

Mass migration journals

In addition to the relatively large number of separate codes and journals processed to reallocate costs and income between cost
centre we also note, as in previous years, that the Council undertakes periodic (usually monthly) journal postings in which the
Council transfers the totals for each department to the general fund. In addition, allocations are also used to allocate balances on
Reserves, Provisions and other technical control accounts, (used to show the in year movements on those accounts), to their balance
sheet codes. These postings are undertaken to balance the balance sheet on a regular basis in order to produce its monthly
accounts. The extent of these postings not only increases the volume of transactions but also the risk that there may be errors in
amounts and account codes as these are copied from system reports by the corporate finance team.

Recommendations have been raised to ensure further progress is made to reduce the level and appropriateness of these
transactions.

Journals Authorisation

We have completed audit testing around authorisation and as in the prior year we have identified that all journals below £20,000 do
not require authorisation. We have noted that all such journals are restricted to being posted by specific finance officers in the
Central Technical Accounting Team which has been confirmed by our testing. The total value of such journals is £4.583m and
therefore the risk is not material.

Our journal audit work is complete.

© 2023 Grant Thornton UK LLP. 9
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan

Commentary

Valuation of land and buildings

Revaluation of property, plant and equipment should
be performed with sufficient regularity to ensure that
carrying amounts are not materially different from
those that would be determined at the end of the
reporting period.

Valuations are significant estimates made by
management. The net book value of land and buildings
held by the Council at 31 March 2023 was £453.4m (as
per draft accounts)

In addition to this, material adjusted misstatements
were reported in relation to the Valuation of land and
buildings within the 2021/22 financial statements.

We have identified the valuation of land and buildings
and investment property as a significant risk

The valuation process has been problematic throughout the audit with final asset valuation reports being provided to the Council in
April 2024 . This has incurred significant additional resource for the audit team and the Council’s own staff. The impact on audit fee
is included within Appendix E. 14 versions of valuation reports have been received throughout the audit with a number of material
amendments to the financial statements.

Our work in relation to the Council’s valuation of Land and Buildings is now complete. A number of errors have been identified, this
has also necessitated a Prior Period Adjustment. In summary:

Land and buildings per draft financial statements £453.4m
(E40.1m) - further detail provided below
(£9.2m) - further detail provided below
£404.1m

Prior period adjustment
Updated valuations relating to 22/23 only

Land and buildings per final version

Prior period adjustment - £40.1m

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error. Where a change is
made, it is applied retrospectively by adjusting opening balances and comparative amounts for the prior period as if the new policy
had always been applied. Our testing of land and buildings valuations identified a number of issues, the most significant being in
relation to Schools Land and Buildings. This has resulted in a Prior Period Adjustment of £40.1m, reducing the Council’s asset
valuation as at 1 April 2022 by £40.1m with opposite entry impacting on the Councils revaluation reserve. This does not have any
impact on the Council’s General Fund Balance. Further detail is provided below.

Our sample testing of 22/23 Schools land identified an issue in valuation. The value applied was based on all schools land being
developable. This methodology is incorrect and schools land should be valued by splitting the site between developed land - where
the building stands and therefore has planning permission and so the value is higher, and undeveloped land- such as school fields
where planning permissions are not in place. All school land valuations since 2019/20 have been revised and adjusted within the
Council’s financial statements as part of the Prior Period Adjustment

Other valuation adjustments - £9.2m

A number of valuation issues have been identified throughout the audit. In addition to the prior period adjustment described above
there are adjustment which have been made in 22/23 only. These include:

+  Our sample testing of 22/23 schools buildings involves the review of build year and base year together with a remaining useful
life to calculate obsolescence rates. Evidence to support build and base years could not be provided. As such updated
valuations were undertaken with revised build and base years. This resulted in adjustments to schools building valuations over a
number of years, including 22/23 and and also forms part of the Prior Period Adjustment.

© 2023 Grant Thornton UK LLP.
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan Commentary

Valuation of land and buildings (continued)

+  Two Assets under Construction (AUC), upon completion were transferred from AUC to Operational land and Buildings. The
assets were not, however, revalued at this point and were included in the draft financial statements at historic cost. This is not
in accordance with the CIPFA code. The assets have now been revalued as at 315t March 2023. The net impact is that the
carrying values included in the accounts for these two assets at 31 March 2023 are overstated by £3.9m. Updated
valuations have been adjusted in the financial statements.

*  The Council has a number of land and building assets which have not been revalued in 2022/23. The Council was unable to
provide evidence to support its view that the unvalued asset values would not have changed in value (since the last valuation
date]. The Council therefore instructed their valuer to review the ten highest value assets in detail. For ten of these assets the
revised valuations indicate that the asset value was overstated by £4m. Updated valuations have been adjusted in the
financial statements. For the remaining assets not revalued there is an uncertainty of £1.8m.

Revaluation reserve difference between Fixed asset Register (FAR) and General Ledger (GL)

9¢Z

The Council has identified that the revaluations reserve recorded in its FAR is £2m lower than that recorded in the general ledger.
This is a historic difference the Council has amended in the current financial year as it does not meet the criteria of a prior
period adjustment.

We have also identified a number of areas of improvement - reported as recommendations within Appendix B. These are as
follows:

Asset register and valuations process housekeeping

. The Council’s capital accounting process is currently over complicated and some accounting practices result in additional
audit time being incurred to validate/understand the logic of transactions. Examples include:

* Assets are valued at 15t October rather than the year end. This requires additional reconciliation processes to agree the
fixed asset register back to the valuation report and to consider any movements from the date of valuation to the year end
value. This is not consistent with most other local authorities who arrange for valuations to be completed at the balance
sheet date.

* capital additions and assets under construction brought into use in year are processed as a manual adjustment to the
fixed asset register as at 31 March 2023 and then revalued in the following financial year. As at 315t March these assets are
therefore carried at historic cost, which is not in accordance with the Code.

© 2023 Grant Thornton UK LLP. 1
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan Commentary

* finance leased assets are not included in the FAR and are processed as a manual adjustment to arrive at the figures to be

Valuation of land and buildings (continued)
included in the financial statements.

* Inthe draft financial statements presented for audit £63.7m has been included in the financial statements at historic cost
relating to land and building. This is not in accordance with the CIPFA code. Review of this balance has resulted in a
number of changes to the financial statements.

* The Councils asset register, once closed cannot be amended. This has been problematic in pr
Valuer Terms of Engagement

Itis o mandatory requirement under the RICS valuation guidance for the Council’s valuer to prepare Terms of Engagement
documents for any valuation completed. Outline instructions were issued by the Council to the Valuer but terms of
engagement have not been signed. Whilst there is no reason to suggest that the valuation process will not be in line with the
guidance for the instruction element we are of the view that the Valuers should prepare a formal Terms of Engagement
document prior to commencement of their work which the Council should review and sign up to ensuring that work is
completed as required.

LC

Useful economic lives

The Council has undertaken a review of all nil NBV assets during 22/23. This review has identified £6.4m of assets which were
either no longer in use or had been scrapped. This has been adjusted in the financial statements as asset disposals, removing
the gross carrying amount and the related accumulated depreciation . The Council confirmed to us that the residual balance
of Nil NBV assets of £8.9m relate to assets which are still being used. We sampled tested these assets and our sample testing of
this balance identified further assets which should have been treated as a disposal. This has no impact on PPE balances
overall and is not a material value however it does indicate a weakness in the Councils current review process.

This also indicates the Council’s accounting policy in relation to useful economic lives is not in line with what is happening in
practice and therefore depreciation charges are not being spread across financial years correctly.

© 2023 Grant Thornton UK LLP. 12
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan

Commentary

Valuation of the pension fund net liability

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

The pension fund net liability is considered a
significant estimate due to the size of the numbers
involved (£576.4 million as at 31st March 2022) and
the sensitivity of the estimate to changes in key
assumptions.

We therefore identified valuation of the Authority’s
pension fund net liability as a significant risk, which
was one of the most significant assessed risks of
material misstatement.

We have:

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

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

» assessed the competence, capabilities and objectivity of the actuary who carried out the Authority’s pension fund valuation
* assessed the accuracy and completeness of the information provided by the Authority to the actuary to estimate the liability

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

* undertaken procedures to confirm the reasonableness of the actuarial assumptions made by reviewing the report of the
consulting actuary (as auditor’s expert) and performing any additional procedures suggested within the report

* reviewed whether the pension fund has reported any material uncertainty in relation to investment property valuations as at 31
March 2023 and, if so, assess the impact on disclosures in the financial statements and on our audit opinion

¢ Obtained relevant assurances from the Pension Fund Auditor

8¢

Consideration of IFRIC 14
The Council’s draft financial statements present a net pension liability of £20.4m in the Council’s balance sheet.

This has been agreed to the IAS 19 report from the Council Actuary and is made up of £34.6m Unfunded benefits relating to
compensatory added years and £14.2 LGPS net pension asset.

The Council has been challenged in relation to the right of offset of funded and unfunded balances. The Council has investigated this
further and confirmed that the Compensatory added years were awarded under specific regulations:

*  the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000
*  The Local Government (Discretionary Payments) Regulations 1996

The Council has confirmed that Unfunded Compensatory Added Years (CAY) are separate liabilities and are not part of the County
Council’s pension sub fund. The Council is not aware of any legislation or scheme rules that allow the right to offset CAY across
LGPS. The Teachers pension scheme is a completely separate pension scheme to the LGPS and will therefore have no right to offset
assets/liabilities.

As such, we have concluded that the funded and unfunded elements cannot be offset and they have a liability in relation to
unfunded benefits and an asset for the LGPS.

© 2023 Grant Thornton UK LLP.
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Risks identified in our Audit Plan
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Statements: Significant risks

Commentary

Valuation of the pension fund net liability

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

The pension fund net liability is considered a
significant estimate due to the size of the numbers
involved (£576.4 million as at 31st March 2022) and
the sensitivity of the estimate to changes in key
assumptions.

We therefore identified valuation of the Authority’s
pension fund net liability as a significant risk, which
was one of the most significant assessed risks of
material misstatement.

Following the identification of a pension asset, for the first time since IFRS have been adopted the council has had to consider the
potential impact of IFRIC 14 - [AS 19 -the limit on a defined benefit asset. In summary, IFRIC 14 addresses the extent to which an IAS 19
surplus can be recognised on the balance sheet. The Council has received an IFRIC 14 report from the Actuary and challenged where
appropriate. The following additional audit procedures have been carried out in relation to IFRIC 14:

* Considered whether the approach taken by the Council in their IFRIC 14 assessment is in line with expectations
*  Reviewed the Council’s IFRIC 14 assessment
* Considered whether there is any additional liability arising from positive secondary contributions for past service costs

* Considered the sufficiency of financial statement disclosures

Our work in relation to IFRIC 14 is complete. We have identified the following:

6¢

Application of asset ceiling

Following the IFRIC 14 report the Council will apply an asset ceiling. This records the pension asset at nil value. A material amendment
is required in the financial statements as follows:

Increase net pension liability £14.2m

Increase in pension reserve £14.2m

There is no impact on the Council’s General Fund balances regarding this adjustment.
Financial statements disclosures

Net pension liability disclosures within the draft financial statements are not compliant with the CIPFA code. Where there are funded
and unfunded elements, these should be separately disclosed. This disclosure has been revised by the Council and updated working
provided to the audit team.

Our work is complete. We are satisfied necessary amendments have been made to the financial statements.

© 2023 Grant Thornton UK LLP.
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2. Financial Statements: Other risks

Risks identified in our Audit Plan Commentary

Completeness of non-pay operating expenditure We have:

Non-pay expenses on other goods and services also represents a *  Evaluated the Council’s accounting policies for recognition of non-pay expenditure streams for
significant percentage of the Council’s operating expenses. appropriateness

Management uses judgement to estimate accruals of un-invoiced costs. * gained an understanding of the Council’s system for accounting for non-pay expenditure

Management also undertake an assessment of the levels of grant income

received in the financial year to be deferred to future years based on the
specific terms and conditions of funding. * tested a sample of payments immediately prior to and after the year end to ensure that appropriate cut-

off has been applied, and therefore that the expenditure has been recognised in the correct period.

* tested a sample of balances included within trade and other payables

We therefore identify completeness of non-pay expenses as a risk requiring

particular audit attention. test a sample of expenditure to ensure it has been recorded accurately and is recognised in the

appropriate financial accounting period.

Our testing did not identify any issues.

o€

Operation of ledger and coding We have:

In our 2021-22 audit we identified that: * Reviewed the ledger coding system to ensure we have a clear understanding of how management operate
the ledger. Whilst we are satisfied, from our testing there are not material errors resulting from the ledger

) complexity this remains an issue for the analysis of populations for our work on Journals . Further details
* The Council uses a large number of ledger codes for debtors and are included on pages 8 and 9

creditors.

* The general coding structure appeared to be complex.

* Reviewed gross and net balances presented for audit to ensure that valid balances are not inappropriately

* A number of ledger codes had not been fully reconciled for some time. removed

¢ Incgme and non pay expgnditure had a significant volume and value of « Tegted a sample of debit and credit code reconciliations to ensure old balances are being cleared. We
debit and credit populations. have identified, in relation to payroll control codes old balances are not being cleared.

* Reviewed the income and non pay expenditure balances (and accounts receivable and payables
balances) to ensure that contras are removed prior to sampling.

© 2023 Grant Thornton UK LLP. 15
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2. Financial Statements: Other risks

Risks identified in our Audit Plan

Commentary

East Midlands Freeport

The Council has provided us with a briefing note on the East Midlands Freeport
(EMF). This confirms:

* As the accountable body for EMF LCC has agreed to provide EMF with a
loan of £2.5m to cover its start up costs, to be repaid from future retained
business rates.

* At 31 March 2022 LCC had incurred £716k and temporarily funded this from
its own reserves. EMF was not a formal entity at this point

* At 31 March 2023 LCC has incurred a further £922k (total £1.7m) - to also be
funded temporarily from its reserves

*  On the 30th March 2023 the EMF was given the formal approval by central
government and effectively started operating from this point. It appointed its
first employee, the CEO and incurred £14k by 31.3.23.

* Adraft loan agreement has been shared with the 12 EMF partners, but this
has not yet been signed. Informal agreements are in place to underwrite the
loan

* An NDRI1 return has been prepared for the freeport zone area, which shows
retained business rates (RBR) for 2023/24 of £1.1m of which £0.56m will
come to the County to repay the loan. Forecasts made by the County for
EMF show further RBR of £2.4m in 24/25 and £8.1m in 25/26 which will clear
the start up advance.

We have:
* Reviewed the Council’s proposed accounting treatment for the loan and associated liabilities
* Reviewed the Council’s disclosure of the arrangements in its financial statements

* Reviewed the ownership of EMF and how profits, losses, assets and liabilities are shared between the
partners. We need review the corporate structure and the associated accounting by the Council

* Reviewed the business rates model and accounting treatment for the Freeport’s zone area.

Update to risk identified in audit plan

We note that the £2.5m has subsequently increased to an upper limit of £4m and latest forecasts

generated through working with WSP, part of the Government’s Freeport Hub, show further RBR of £4.3m

in 24/25 and £6.8m in 25/26 available to EMF which will clear the start up advance. This has not
impacted on the planned audit procedures carried out.

1€

Whilst we are satisfied the accounting entries within the Council’s 22/23 financial statements are not
material we have identified weaknesses in governance arrangements as reported in the Auditors Annual
Report.

Pooled infrastructure Fund

During the year the Council invested £8.7m in Pooled Infrastructure Funds,
similar to the existing Pooled Property Funds held. Types of pooled
infrastructure include, energy infrastructure, including renewables, water
treatment works and transport infrastructure such as rail and air terminals.

We have:
* Reviewed the accounting for these arrangements held in the Council’s accounts as long term
investments.

* Reviewed the Council’s valuation of the fund at 31 March 2023 and confirmed to third party
confirmations.

We are satisfied with the accounting entries, related disclosures and valuation of these funds within the
Council’s 22/23 financial statements.
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2. Financial Statements: key judgements
and estimates

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

Significant judgement or
estimate

Summary of management’s approach

Audit Comments

Assessment

Land and Building
valuations - Other Land
and Buildings £453.4tm
(per draft accounts)

Assets Held for Sale
£11.3m

Surplus Assets £3.1m

Assessment

Other land and buildings comprises specialised assets such as schools, libraries, depots and community
centres, which are required to be valued at depreciated replacement cost (DRC) at year end, reflecting the
cost of a modern equivalent asset necessary to deliver the same service provision. The remainder of other
land and buildings are not specialised in nature and are required to be valued at existing use value (EUV) at
year end. The Council has engaged Bruton Knowles as their expert valuer to complete the valuation of land
and buildings as at 1 October 2022. 22/23 is the last year of valuations under this engagement with Bruton
Knowles and the Council has engaged a new valuer from 23/24 onwards. Assets are revalued on a five
yearly cyclical basis as a minimum with annual revaluations of the top 20 assets by value and all assets
held for sale and surplus assets.

Of the £453.4m other land and buildings management have obtained valuations for £267m (59%) of assets
as at 1 October 2022. For those assets not subject to valuation in the current year (£186.4m) the Council has
taken the following approach :

£53.7m relate to assets held at historic cost - This has been reviewed in detail by the Council and where
appropriate updated valuations have been obtained. Adjustments to the financial statements have been
made for those assets revalued and are reflected as part of the £9.2 m adjustment included in appendix
D. The revised financial statements include £8m of assets held at historic cost. We estimate there is a
potential understatement of £370k relating to these assets. We have raised a recommendation that
these assets are subject to valuation as part of the 23/2! revaluation programme.

£65m has been reviewed using the consideration of specific indices for example BCIS, movement in land
prices and movement on office rentals. This has identified there is a potential understatement of £3m.

£67m of assets (primarily schools) have also been considered using BCIS however the resulting
movement was £6.6m (understatement). Upon review it was considered this did not represent the true
movement of this asset category. As such, the Council instructed their valuer to carry our a desktop
valuation as at 31t March 2023 of the top 10 assets by value in this category (totalling £30m). For the 10
assets revalued a £4m reduction in asset values has been identified, this forms part of the £9.2m
adjustment in appendix D. The council has adjusted the financial statements for updated valuations.
This leaves uncertainty of £4.8m overstatement for the remaining £37m in this category which has not
been revalued.

Our work in this area is
compete. See comments on
issues arising to date on
pages 10 to 12.

® [Dark Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

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

A

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

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

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious
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2. Financial Statements - key judgements
and estimates

Significant
judgement or
estimate

Summary of
management’s approach

Audit Comments

Assessment

Net pension liability
£20.4m (as per draft
financial statements)

The Council’s net pension
liability at 31 March 2023 is
£20.4m (PY £576.4m) relating
to Leicestershire Pension
Fund.

The Council uses Hymans
Robertson LLP to provide
actuarial valuations of the
Council’s assets and
liabilities derived from this
scheme. A full actuarial
funding valuation is required
every three years. The latest
full actuarial funding

valuation was completed as
at 31 March 2022.

Given the significant value of
the net pension fund liability,
small changes in
assumptions can result in
significant valuation
movements. There has been a
£503.1m net actuarial gain
recognised in the
Comprehensive Income and
Expenditure account during
2022/23.

We have:

* Undertaken an assessment of management’s expert

+ Assessed the reasonableness of the actuary’s approach and of any changes compared to the prior year

e  Used PwC as an auditors expert to assess actuary and assumptions made by actuary - as set out below

Discount rate

Pension increase rate

Salary growth

Life expectancy - Males
currently aged 45 / 65

Life expectancy - Females
currently aged 45 / 65

*  Sought explanations directly from the actuary for queries arising from review of the 2021/22 valuation and

underlying assumptions.

4.75%

3.0%

3.5%

22.2/2156

2b.7/24.3

4.75 for all
employers

3.15% - 3.3%

0.5% to 2.5%
above pension
increase rate

Confirmed
consistent

Confirmed
consistent

* Reviewed the completeness and accuracy of the underlying information used to determine the estimate

* Reviewed the reasonableness of the Council’s share of LGPS pension assets.

* Assessed the adequacy of disclosure of estimate in the financial statements

Our work in this area is complete.
We have carried out additional audit procedures in relation to IFRIC 14. See pages 13 and 14 of this report. A

material amendment is required in the financial statements as follows:

Increase net pension liability £14.2m and corresponding entry to Pension Reserve.

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

ce

Assessment

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

® Blue

We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic
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2. Financial Statements - key judgements
and estimates

Significant judgement or estimate  Summary of management’s approach Audit Comments Assessment
Debtors credit loss allowance - Following a recommendation from the 21/22 audit the finance Based on our own review of the level of outstanding debtor We consider
£11.6m (prior year - £6.5) team have reviewed the calculation of credit loss allowance for  balances we have concluded that there is unlikely to be a [ncagemenys
' H . H H H 4 process is
Of the £11.6m, £9.7m relates to the 22/23 financial year. mOtiré(:l;\TISSEO;%?;nt in the total credit loss allowance figure appropriate
residential and non-residential debt. The Council includes a credit loss allowance against asd are ) and key
outstanding debtor balances. The level of credit loss allowance assumptions
for residential and non- residential debt is calculated on the are neither
following basis: optimistic or
cautious

A) Review of specific balances requiring provision
B) Residential and non residential social care debt

Less than one year old - 50% provision (prior
year 5%)

1-2 years old - 70% provision(prior year 25%)

Over 2 years old - 90% provision (prior year

50%)

14>

Assessment

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

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

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

® Light Purple We consider management’s process is appropriate and key assumptions are neither optimistic or cautious
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2. Financial Statements - key judgements
and estimates

Significant judgement or estimate  Summary of management’s approach Audit Comments Assessment
Minimum Revenue Provision (MRP) The Council is responsible on an annual basis for determining the amount We reviewed whether: o
- £6.1m charged for th.e repayment of d’ebt knowh as its M{nlmum Revenue Provision | 41 MRP had been calculated in line with the .
(MRP). The basis for the charge is set out in regulations and statutory revised policy Light purple
guidance.
. . . . * the calculations to support the 40 year
During 2020/21 t.he Council changed the basis of cc1|cu|<:|t|on.o1c the MRP estimated average remaining useful lives of
from a '+% red.uolng b_olcmce opprqooh fo_r supported b_orrowmg toa 40 assets were reasonable and supported.
year straight line basis. The Council considered that this represented a more . .
appropriate approach. The total amount of MRP payable was not affected * The ‘over borroweo! position has been fully
by this change but it did mean a reduction in the charge in earlier years reported to CO}{”"" and the reasons for the
compared to the previous reducing balance approach. This change was short term P03|t|on have bgen explained
approved by full Council at their meeting on 25 February 2021. together with the strategy in the short term to 0
The year end statutory MRP charge was £6.1m, which is in line with the MRP reverse this overborrowed position. ol
statutory charge in 2021/22 of £6.2m. We noted in 21/22 that an additional Based on the’obove assessment we consider that
voluntary MRP provision was made of £12m funded from revenue and ‘monogement s’estimote is reasonable and the
reserves balances in order to reduce the capital financing requirement and over borrowed” position has been fully disclosed
the Council’s need to borrow in order to save future capital financing costs. to Council together with the reasons which have
led to the position and the way forward.
The CFR as at 31 March 2023 was £207.8m, compared to a total debt of
£264.3m long term and £3.7m short term. As such the Council was
“overborrowed” by £60m at 31 March 2023. Full reporting of the position has
been made by the Council in its Treasury Management Strategy and
updates. The current 2023-27 MTFS includes an increase in prudential
borrowing to fund the four year capital programme, including new major
infrastructure projects. This will increase the CFR. However, due to the level
of cash balances held the authority does not expect to need to raise external
borrowing to fund the requirement and instead use internal cash balances.
As a result, and using the latest forecasts in the draft MTFS 24-28, the
overborrowed position is forecast to reduce to £18m as at 31.3.24 and revert
to an under-borrowed position of £25m as at 31.3.27 and £565m under-
borrowed by the end of the MTFS, 31.3.28.
Assessment

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

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

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

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

© 2023 Grant Thornton UK LLP.
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Technology

Commercial in confidence

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

ITGC control area rating

Technology Additional procedures
Level of acquisition, carried out to address
IT assessment Overall ITGC Security development and Technology Related significant risks arising from our
application performed rating management maintenance infrastructure risks/other risks findings
Fusion
ITGC assessment
Cloud - .
- (design and Management override of
Services h . N/A
X implementation controls (Journals)
(finance effectiveness only) w
and HR) Y >
Assessment

@ Significant deficiencies identified in IT controls relevant to the audit of financial statements

Non-significant deficiencies identified in IT controls relevant to the audit of financial statements/significant deficiencies identified but with sufficient mitigation of relevant risk

IT controls relevant to the audit of financial statements judged to be effective at the level of testing in scope
® Notin scope for testing

© 2023 Grant Thornton UK LLP.
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2. Financial Statements:
other communication requirements

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

governance.

© 2023 Grant Thornton UK LLP.

Issue

Commentary

Matters in relation
to fraud

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

Matters in relation
to related parties

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

Matters in relation
to laws and
regulations

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

LE

Written
representations

A letter of representation has been requested from the Council, including specific representations in respect of the
the Council’s arrangements in respect of Equal Pay , which is set out at Appendix G .

Confirmation
requests from
third parties

We requested from management permission to send confirmation requests to those organisations with which it
banks, borrows and in which it invests. This permission was granted, and the requests were sent. We have received
all relevant confirmations requested.

Accounting
practices

We have evaluated the appropriateness of the Council's accounting policies, accounting estimates and financial
statement disclosures. With the exception of Property, Plant and Equipment , where our work is ongoing we have
found no other ,material omissions in the financial statements.

Audit evidence
and explanations/
significant
difficulties

The 2022/23 audit has progressed at a faster pace than prior years but it has still taken longer than expected. We
are aware this extended through the budget setting window of the Council which we appreciate is a challenging
time and puts competing demands on finance staff. We have encountered some delays in relation to the quality of
initial evidence provided to support income and expenditure transactions. This was escalated to senior finance
team members who responded promptly to the issues raised.

The Land and Building valuation process has been problematic throughout the audit with the final valuation report
being provided to the council in April 2024 . This has incurred significant additional resource for the audit team
and the Council’s own staff.

Moving forward, we will review, in detail, the 2022/23 audit process alongside the Council and agree how the
2023/24 audit timeline and procedures can be amended to ensure the audit is completed as efficiently as
possible.
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2. Financial Statements:
other communication requirements

Issue

Commentary

Going concern

Our responsibility

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
whetherthereis a material
uncertainty about the entity's ability
to continue as a going concarn” (ISA

(UK) 570).

In performing our work on going concern, we have had reference to Statement of Recommended Practice - Practice
Note 10: Audit of financial statements of public sector bodies in the United Kingdom (Revised 2020). The Financial
Reporting Council recognises that for particular sectors, it may be necessary to clarify how auditing standards are
applied to an entity in a manner that is relevant and provides useful information to the users of financial statements in
that sector. Practice Note 10 provides that clarification for audits of public sector bodies.

Practice Note 10 sets out the following key principles for the consideration of going concern for public sector entities:

* the use of the going concern basis of accounting is not a matter of significant focus of the auditor’s time and
resources because the applicable financial reporting frameworks envisage that the going concern basis for
accounting will apply where the entity’s services will continue to be delivered by the public sector. In such cases, a
material uncertainty related to going concern is unlikely to exist, and so a straightforward and standardised
approach for the consideration of going concern will often be appropriate for public sector entities w

* for many public sector entities, the financial sustainability of the reporting entity and the services it provides is more oo
likely to be of significant public interest than the application of the going concern basis of accounting. Our
consideration of the Council's financial sustainability is addressed by our value for money work, which is covered
elsewhere in this report.

Practice Note 10 states that if the financial reporting framework provides for the adoption of the going concern basis of
accounting on the basis of the anticipated continuation of the provision of a service in the future, the auditor applies the
continued provision of service approach set out in Practice Note 10. The financial reporting framework adopted by the
Council meets this criteria, and so we have applied the continued provision of service approach. In doing so, we have
considered and evaluated:

* the nature of the Council and the environment in which it operates

* the Council's financial reporting framework

* the Council's system of internal control for identifying events or conditions relevant to going concern

* management’s going concern assessment.

On the basis of this work, we have obtained 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.

© 2023 Grant Thornton UK LLP.
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2. Financial Statements:
other responsibilities under the Code

Issue

Commentary

Other information

We are required to give an opinion on whether the other information published together with the audited financial
statements including the Annual Governance Statement, Narrative Report and Pension Fund Financial Statements,
is materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated.

Inconsistencies have been identified in respect of the Pension Fund Financial Statements which have been
adequately rectified by management. We plan to issue an unmodified opinion in this respect - refer to Appendix |

Matters on which we
report by exception

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

« if the Annual Governance Statement does not comply with disclosure requirements set out in CIPFA/SOLACE
guidance or is misleading or inconsistent with the information of which we are aware from our audit,

» 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 [a]
significant weakness/es.

We have nothing to report on these matters.

Specified
procedures for
Whole of
Government
Accounts

We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts
(WGA) consolidation pack under WGA group audit instructions. As the Council does not exceed the stipulated
thresholds this work is not required.

Certification of the
closure of the audit

We intend to certify the closure of the 2022/23 audit of Leicestershire County Council in the audit report, as
detailed in Appendix I.

© 2023 Grant Thornton UK LLP.
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3. Value for Money arrangements (VFM)

Approach to Value for Money work for

2022/23 %

The National Audit Office issued its guidance for auditors

in April 2020. The Code require auditors to consider Improving economy, efficiency Financial Sustainability Governance

whether the body has put in place proper arrangements and effectiveness . .

to secure economy, efficiency and effectiveness in its use ) ) SurengiEile o eputivg) e Arrangements for ensuring that the

of resources. Arrangements for improving the body can continue to deliver body makes appropriate decisions
way the body delivers its services. services. This includes planning in the right way. This includes

When reporting on these arrangements, the Code requires This includes arrangements for resources to ensure adequate arrangements for budget setting

auditors to structure their Commentorg on Orrcmgements understonding costs and de“vering finances and maintain sustainable and monogement’ risk

under the three specified reporting criteria. efficiencies and improving levels of spending over the medium management, and ensuring the

i Y outcomes for service users. term (3-5 years) body makes decisions based on

appropriate information

Potential types of recommendations

A range of different recommendations could be made following the completion of work on the body’s arrangements to secure g
economy, efficiency and effectiveness in its use of resources, which are as follows:

Statutory recommendation
@ Written recommendations to the body under Section 24 (Schedule 7) of the Local Audit and Accountability Act

2014. A recommendation under schedule 7 requires the body to discuss and respond publicly to the report.

Key recommendation

The Code of Audit Practice requires that where auditors identify significant weaknesses in arrangements to
secure value for money they should make recommendations setting out the actions that should be taken by the
body. We have defined these recommendations as ‘key recommendations’.

Improvement recommendation
@ These recommendations, if implemented should improve the arrangements in place at the body, but are not

made as a result of identifying significant weaknesses in the body’s arrangements

Our procedures and conclusions

We have completed our VFM work and our detailed commentary is set out in the separate Auditor’s Annual Report, which is presented alongside this report.

As part of our work, we considered whether there were any risks of significant weakness in the Council's arrangements for securing economy, efficiency and effectiveness in its use of
resources. We did not identify any risks of significant weakness. We are satisfied that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use
of resources.

© 2023 Grant Thornton UK LLP. 25
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L. Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence
as auditors that we are required or wish to draw to your attention and consider that an
objective reasonable and informed third party would take the same view. We have complied
with the Financial Reporting Council's Ethical Standard and confirm that we, as a firm, and
each covered person, are independent and are able to express an objective opinion on the
financial statements

We confirm that we have implemented policies and procedures to meet the requirements of
the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the
financial statements.

1A%

Further, we have complied with the requirements of the National Audit Office’s Auditor
Guidance Note O1issued in May 2020 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed in Appendix F.

Transparency

Grant Thornton publishes an annual Transparency Report, which sets out details of the
action we have taken over the past year to improve audit quality as well as the results of
internal and external quality inspections. For more details see Grant Thornton International
Transparency report 2023.

© 2023 Grant Thornton UK LLP. 26
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L. Independence and ethics

Audit and non-audit services

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Council. The following non-audit services were identified, which
were charged from the beginning of the financial year to date, as well as the threats to our independence and safeguards that have been applied to mitigate these threats.

These services are consistent with the Council’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Audit Committee. None of the
services provided are subject to contingent fees

Service Fees £

Threats identified

Safeguards

Audit related

21/22 Certification of £5,500
Teachers Pension Return

22/23 Certification of £10,000
Teachers Pension Return

Local Transport Agreed Upon

Procedures £15,000

© 2023 Grant Thornton UK LLP.

Self-Interest (because this
is a recurring fee)

Self Review

Management

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fees for this work
in comparison to the total fee for the audit and in particular relative to Grant Thornton UK LLP’s turnover overall. Further, it is
a fixed fee and there is no contingent element to it. These factors all mitigate the perceived self-interest threat to an
acceptable level.

To mitigate against the self review threat, the timing of certification work is done after the audit has completed, materiality of
the amounts involved to our opinion and unlikelihood of material errors arising and the Council has informed management
who will decide whether to amend returns for our findings and agree the accuracy of our reports on grants.

To mitigate against the management threat, ie acting in the capacity of management, the scope of the work does not include
making decisions on behalf of management or recommending or suggesting a particular course of action for management to
follow.
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L. Independence and ethics

As part of our assessment of our independence we note the following matters:

Matter Conclusion

Relationships with Grant Thornton We are not aware of any relationships between Grant Thornton and the Council that may reasonably be thought to bear on our
integrity, independence and objectivity.

Relationships and Investments held by individuals We have not identified any potential issues in respect of personal relationships with the Group or investments in the Group held
by individuals.
Employment of Grant Thornton staff We are not aware of any former Grant Thornton partners or staff being employed, or holding discussions in respect of C-IB

employment, by the Group as a director or in a senior management role covering financial, accounting or control related areas.

Business relationships We have not identified any business relationships between Grant Thornton and the Group.

Contingent fees in relation to non-audit services No contingent fee arrangements are in place for non-audit services provided.

Gifts and hospitality We have not identified any gifts or hospitality provided to, or received from, a member of the Group’s board, senior management
or staff.

© 2023 Grant Thornton UK LLP. 28
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Appendices
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A.Communication of audit matters to those

charged with governance

Audit

Our communication plan
Plan

Respective responsibilities of auditor and management/those charged

. o
with governance

Overview of the planned scope and timing of the audit, form, timing
and expected general content of communications including °
significant risks

Confirmation of independence and objectivity °

A statement that we have complied with relevant ethical requirements
regarding independence. Relationships and other matters which
might be thought to bear on independence. Details of non-audit work
performed by Grant Thornton UK LLP and network firms, together with
fees charged. Details of safeguards applied to threats to
independence

Significant findings from the audit

Significant matters and issue arising during the audit and written
representations that have been sought

Significant difficulties encountered during the audit

Significant deficiencies in internal control identified during the audit

Significant matters arising in connection with related parties

Identification or suspicion of fraud involving management and/or
which results in material misstatement of the financial statements

Non-compliance with laws and regulations

Unadjusted misstatements and material disclosure omissions

Expected modifications to the auditor's report, or emphasis of matter

© 2023 Grant Thornton UK LLP.

ISA (UK) 260, as well as other ISAs (UK), prescribe matters which we are required
to communicate with those charged with governance, and which we set out in
the table here.

This document, the Audit Findings, outlines those key issues, findings and other
matters arising from the audit, which we consider should be communicated in
writing rather than orally, together with an explanation as to how these have
been resolved.

Respective responsibilities a

As auditor we are responsible for performing the audit in accordance with
ISAs (UK), which is directed towards forming and expressing an opinion on
the financial statements that have been prepared by management with
the oversight of those charged with governance.

The audit of the financial statements does not relieve management or
those charged with governance of their responsibilities.

Distribution of this Audit Findings report

Whilst we seek to ensure our audit findings are distributed to those individuals
charged with governance, we are also required to distribute our findings to those
members of senior management with significant operational and strategic
responsibilities. We are grateful for your specific consideration and onward
distribution of our report to all those charged with governance.
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B. Action Plan - Audit of Financial Statements

We have identified eight recommendations for the Council as a result of issues identified during the course of our audit. We have agreed our recommendations with
management and we will report on progress on these recommendations during the course of the 2023/24 audit. The matters reported here are limited to those deficiencies
that we have identified during the course of our audit and that we have concluded are of sufficient importance to merit being reported to you in accordance with auditing

standards.

Assessment Issue and risk

Recommendations

[ ] Asset register and valuations process housekeeping
High - A number of areas have been identified in relation to the processing of
Significant  capital accounting entries in the Council’s Fixed asset register (FAR) and
effect on also the valuations process. The process is currently over complicated and
financial some accounting practices result in additional audit time being incurred to

statements  validate/understand the logic of transactions. Examples include:

Assets are valued at 15t October rather than the year end. This requires
additional reconciliation processes to agree the fixed asset register back
to the valuation report and to consider the movements in values from to
the year end. This is also not consistent with most other local authorities
who arrange for valuations to be completed at the year end.

capital additions and assets under construction brought into use in year
are processed as a manual adjustment to the fixed asset register as at 31
March 2023 and then revalued in the following financial year. As at 31t
March these assets are therefore carried at historic cost, which is not in
accordance with the Code.

finance leased assets are not included in the FAR and are processed as
a manual adjustment to arrive at the figures to be included in the
financial statements.

In the draft financial statements presented for audit £63.7m has been
included in the financial statements at historic cost relating to land and
building which should in accordance with the CIPFA code be subject to
revaluation.

The Councils needs to simplify its capital accounting processes. In particular:

* For those assets not revalued as at 31t March the Council will need to satisfy itself that
the carrying values of these assets are not materially different to the fair values. We
strongly recommend the council aligns its valuation date to the year end. This
consideration would then no longer be required.

* capital additions and AUC should be processed in the FAR throughout the year and
form part of the revaluations process to ensure the carrying values at 31.3.23 are
accurate.

* finance leased assets should be included in the FAR.

* land and buildings which are subject to formal revaluation per the CIPFA Code should
not be included in the accounts at historic cost but should be revalued in line with the
Code requirements.

oY

Management response
Agreed.

The Council will work through the recommendations made during 2024 to improve
processes. The Council will need to consult with its new external valuers the practicality of
providing asset valuations (for both scheduled valuations and in year additions) as at 31
March and having time to compete the necessary checks and update its ledgers in time to
produce draft accounts. The Council has a significant number of assets which makes this
task very difficult in the time available.

Controls

@ High - Significant effect on financial statements

@® Medium - Limited Effect on financial statements

Low - Best practice

© 2023 Grant Thornton UK LLP.
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B. Action Plan - Audit of Financial Statements
(continued)

Assessment  Issue and risk Recommendations
[ ] Valuer Terms of Engagement The Council should ensure that formal Terms of Engagement are in place and received
Medium - It is a mandatory requirement under the RICS valuation guidance for the from the Council’s valuer prior to commencement of the valuations process.
Limited Council’s valuer to prepare Terms of Engagement documents for any valuation Management response
E.ffect on Corppleted. Qutlme instructions were issued by the.Councll to thf-:‘ Valuer gno.l Agreed - this will be implemented with the new External Valuer contract commencing
financial whllst there. is no reason t? suggejst that the valuation process will not be in line for the 2023/24 valuations.
statements  with the guidance for the instruction element we are of the view that the Valuers
should prepare a formal Terms of Engagement document prior to
commencement of their work which the Council should review and sign up to
ensuring that work is completed as required.
[ ] Useful economic lives The Council should seek to extend the useful economic lives of assets as detailed in
Medium — The Council has undertaken a review of all nil NBV assets during 22/23. This their accounting policy to mirror the actual length of time that assets are being used. -E]
Limited review has identified £5.4m of assets which were either no longer in use or had The council also needs to review the £8.9m nil nbv assets and ensure all necessary
Effect on been scrapped. This value has therefore been processed as disposals in 22/23 adjustments are made to the asset register.
financial therefo're removing thfa gross carrying omount and the related accumulated Management response
statements  depreciation . The residual balance of Nil NBV assets of £8.9m has been o ]
confirmed to relate to assets which are still being used. Our sample testing of Agreed - this will be reviewed.
this balance identified further assets which should have been treated as a
disposal. This has no impact on PPE balances overall and is not a material value
however it does indicate a weakness in the Councils current review process.
This would suggest that the Council’s accounting policy in relation to useful
economic lives is not in line with what is happening in practice and therefore
depreciation charges are not being spread across financial years correctly.
( VAT treatment The Council should review its processes in relation to accounting for VAT and ensuring
Medium - Three errors have been identified when testing Operating Expenditure and expenditure is accounted for in the correct financial year.
Limited Agency costs relating to the incorrect inclusion of VAT on accruals. Whilst we are  Management response
E.ffect on SCItISerd' this is not a mote.rlol issue the Councﬂs. should ensure, when Agreed - additional advice on this will be provided to budget managers as part of the
financial calculating accruals, VAT is considered appropriately. year end guidance.
statements
Controls

@ High - Significant effect on financial statements

® Medium - Limited Effect on financial statements

Low - Best practice
© 2023 Grant Thornton UK LLP.
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B. Action Plan - Audit of Financial Statements
(continued)

8V

Assessment  Issue and risk Recommendations
o Over borrowed position The Council need to ensure the overborrowed position continues to be a short term position
Medium — The Council’s narrative statement makes reference to the Council’s and that as the Treasury Management Strategy suggests that the position is reversed in the
Limited overborrowed position which under the Prudential Code is permitted in the short term.
Effect on short term. Our benchmarking has identified that the Council’s external Management response
. . f 0 . . .
financial debt as a percentage of CFR is 126% which put the Council outside (?f.our Agreed - the draft MTFS and TMSS for 2024-28 shows the position being temporary and
statements  expected range. We acknowledge that the c.ur.rer.wt overborrowed position of reverting to an under-borrowed position within the MTFS period.
£5Um has been reported fully by the Council in its Treasury Management
Strategy and the expected position will revert to an under borrowed
position over the medium term.
[ ] Clearance of old reconciling items within control accounts Control accounts should be reviewed and any old balances written off rather than
Medium - Our testing of creditors identified 2 payroll pay over control accounts with kesp carrying these differences forward.
Limited balances which could not be reconciled to supporting evidence. The Management response
E'f'fect on differences which could not be SUbStOnt'.O.ted were below our trivial Agreed, work is continuing to review the balances. Action will be taken to resolve these by
financial threshold at £120k and £140k. Our enquiries with the Council have year end (31.3.24)
statements  confirmed that these differences relate to prior years and require
investigation and possible write off. The risk is if such differences continue
to be carried forward the balance will grow and any reasons for the
differences will become more difficult to identify.
We also identified a series of cumulatively trivial variances within the
Council’s School bank reconciliations.
[ ] The Council has recorded rental income in the 2022/23 financial The Council should undertake a review of this matter and ensure that it is not a more
High - statements that pertains to future accounting periods. The reasons widespread issue across the Council. If deemed necessary, training should be revised to
Significant provided for such recording suggest that the focus is on including four ensure that key accounting concepts are applied consistently, not only at year-end but
TG G quarters of invoices within the financial statements, irrespective of the throughout the financial year.
STl period to which the income pertains. Management response
statements  This is an incorrect application of the accruals concept. Action has already been taken to address this issue and additional advice will be provided
to all budget managers as part of the year end guidance.
Controls

@® High - Significant effect on financial statements

® Medium - Limited Effect on financial statements

Low - Best practice

© 2023 Grant Thornton UK LLP.
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B. Action Plan - Audit of Financial Statements
(continued)

6174

Assessment  Issue and risk Recommendations
Immaterial balances - supporting notes The Council should consider removing notes relating to immaterial balances to ‘de-clutter’
Low - Best The accounts include a number of immaterial balances where a supporting its accounts.
Practice note has been included. E.g. surplus assets, investment properties and Management response
IYERENEs: The Council will review as part of the production of the 2023/2% financial statements.
[ ] Payables and receivables disclosures The councils should review its disclosures and ensure they are code compliant.
Medium - Payable and receivable disclosures within the notes to the financial Management response
Limited istotemer.wts aI ot Compllqnt W'Fh the CIPFA code. They add no The Council will review as part of the production of the 2023/2% financial statements.
Effect on information for the reader in their current format.
financial
statements
[ ] Pooled budget arrangements disclosures The Council should add sufficient detail to enable the reader to clearly see that impact on
Medium — The current pooled budgets disclosure does not clearly document the the Council’s financial statements of the pooled budget arrangements disclosed.
Limited actual impact on the Council’s accounts of being involved in the Management response
E'f'fect on eliCIle e The Council will review as part of the production of the 2023/2! financial statements.
financial
statements
Controls

@® High - Significant effect on financial statements

® Medium - Limited Effect on financial statements

Low - Best practice

© 2023 Grant Thornton UK LLP.
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C. Follow up of prior year recommendations

We identified the following issues in the audit of Leicestershire County Council's 2021/22 financial statements, which resulted in 9
recommendations being reported in our 2021/22 Audit Findings report. We have followed up on the implementation of our recommendations
and note five are still to be completed.

Assessment Issue and risk previously communicated Update on actions taken to address the issue
v Timing of the derecognition of academy schools Processes have been updated and our audit work in 22/23 has checked that
Our testing has identified that there is have been delays in the removal ooodemg.oon\./ersmns in 22/23 have all been processed correctly and
of two academy schools from the Council’s asset register on derecognised in the correct year.
conversion to academy status. This relates to the build of the schools
and the management of assets under construction. This has resulted in
disposals being recorded in the incorrect financial year.
Recommendation
The Council should implement processes to ensure that schools are
derecognised promptly on their conversion to academy status.
X General ledger coding structure This recommendation was raised in March 2023 so it was too late to be
The Council ledger structure is also set up in such a way that for many implemented fo.r’22/23. The ﬁnc?ings for 22/?3 are consistent Wit.h 21/22 noting
balance sheet codes, separate debit and credit codes are maintained. thot.t.he Counc.nl s ledger contained 5.3 million |me§ of d‘“‘? which is
This leads to sometimes significant balances building up on codes mgmflcqntlg higher than other comE)qrdee Councils. The size Fmd volurpe .Of
where have not always been cleared down promptly. It should consider data being processed at the Council therefore results in additional audit time
whether the ¢54,000 code combinations that it uses are needed. and procedures to understand the data and cleanse the data appropriately in
order to test balances in the most efficient way.
Recommendation . . .
The recommendation therefore has not yet been addressed and will continue to
* The Council should review the need to maintain separate debit and reported.
credit ledger codes for account balances. Where they are required
for reconciliation purposes the Council should ensure that they are Management update 2022/23
cleared down regularly, as a minimum every financial year. The Council will continue to review this area and look further into the overall
+ We have agreed to review this area with officers post audit. volume of transactions used. The Council uses a fully integrated modern cloud
based ERP system with many integrated Oracle modules, and external feeder
systems posting at detailed level, to manage its various and complex service
areas. This supports detailed budget monitoring, and reconciliation of its
balance sheet and system control accounts.
Assessment

v" Action completed
X Not yet addressed

© 2023 Grant Thornton UK LLP.
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C. Follow up of prior year recommendations
(Continued)

TG

Assessment Issue and risk previously communicated Update on actions taken to address the issue
X Income and expenditure gross balances This recommendation was raised in March 2023 so it was too late to be
Our review of income and non pay expenditure transaction populations identified implemented fo&22/23. The flno.lmgs for 22_/?3 are consistent W'Fh 2?/22 noting
a significant volume and value of gross debits and credits included in populations thot.t.he Coungl s ledger contained 5.3 million |me§ of dth which is
due to the way the Council uses journals to reallocate costs and income between mgmﬁcqntlg higher than other comPoroble Councils. The stze .Cmd volun.ne _Of
cost centres. data being processed at the Council therefore results in additional audit time
. and procedures to understand the data and cleanse the data appropriately in
Recommendation order to test balances in the most efficient way.
* The Council could reduce the level of audit input required in these areas by The recommendation therefore has not yet been addressed.
“cleansing” populations prior to audit to ensure that only those transactions
which directly impact on the financial statements are included in populations Management update 2022/23
provided for audit. The Council will continue to review this area and look further into the overall
« We have agreed to review this area with officers post audit. volume of transactions used. The Council uses a fully integrated modern cloud
based ERP system with many integrated Oracle modules, and external feeder
systems posting at detailed level, to manage its various and complex service
areas. This supports detailed budget monitoring, and reconciliation of its
balance sheet and system control accounts.
Assessment

v Action completed
X Not yet addressed

© 2023 Grant Thornton UK LLP.
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C. Follow up of prior year recommendations
(continued)

Assessment Issue and risk previously communicated Update on actions taken to address the issue
X Use of a large number of ledger codes within debtor and creditors This recommendation was raised in March 2023 so it was too late to be

The Council’s ledger includes a large number of codes which make up the year implemented fo.r’22/23. The findings for 2?/?3 are consistent Wit.h 21/22 noting

end debtor and creditor figures. The approach taken by the Council is to tbot.t.he COUI’](.)I| s ledger contained 5.3 million I|ne§ of dc‘t‘? which is

maintain separate debit and credit ledger codes for transactions such as &gmﬂcgntlg higher than other comporoble Councils. The size .ond volurT]e f)f

payroll and VAT postings. This leads to large debit and credit balances on the data being processed at the Council therefore results in additional CIU(?IIJE tlm(—?

ledger and requires a review by Council officers to ensure that balances are and procedures to und‘erstond the dgtg and cleanse the data appropriately in

netted off where required in preparing the financial statements. order to test balances in the most efficient way.

Recommendation The recommendation therefore has not yet been addressed.

The Council should

* review the need to maintain a high number of separate ledger codes within Management update 2022/23
debtors and creditors The Council will continue to review this area and look further into the overall

- Establish a clear framework setting out which codes can be netted off when volume of transactions used. The Council uses a fully integrated modern cloud
preparing financial statements and which codes need to be presented based ERP system with many integrated Oracle modules, and external feeder

ross systems posting at detailed level, to manage its various and complex service o1
gross. areas. This supports detailed budget monitoring, and iliation of it N
) ) ) ) ) . pports detailed budget monitoring, and reconciliation of its
We have agreed to review this area with officers post audit. balance sheet and system control accounts.
v Reconciliation of ledger codes The creditors code has now been fully reconciled and brought up to date for

Our audit testing identified one creditors code which had not been fully year end, 31.3.23.

reconciled for some time, and included postings dating back to 1996. All balance sheet codes are subject to quarterly review.

Recommendation

* The Council should ensure that full reconciliations are undertaken on all
ledger codes and old balances cleared as appropriate.

*  We have agreed to review this area with officers post audit.

Assessment

v Action completed
X Not yet addressed

© 2023 Grant Thornton UK LLP.
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C. Follow up of prior year recommendations
(continued)

€a

Assessment Issue and risk previously communicated Update on actions taken to address the issue

v Derecognition of plant and equipment assets on disposal We have closed this prior year recommendation but raised a linked current year
Testing of a sample of fully depreciated assets identified a number which had recommendation in appendix B.
been disposed of or written off but were still included on the fixed asset register. As  The Council has undertaken a review of all nil NBV assets during 22/23. This
a result gross cost and depreciation are potentially overstated. review has identified £5.4m of assets which were either no longer in use or had
Recommendation been scrapped. This value has therefore been processed as disposals in 22/23

. therefore removing the gross carrying amount and the related accumulated
The Council should depreciation . The residual balance of Nil NBV assets of £8.9m has been
+ implement processes to ensure that plant and equipment assets disposed of or  confirmed to relate to assets which are still being used. Our sample testing of this
written off are removed from the fixed asset register promptly, and balance identified further assets which should have been treated as a disposal.
* Review the current fixed asset register to identify any further assets still held on .Thls ho§ no impact on PPE b.Olonces over.oll and s not.o material value however
. . . . . it does indicate a weakness in the Councils current review process.
the fixed asset register which have been disposed of or written off.
This would suggest that the Council’s accounting policy in relation to useful
economic lives is not in line with what is happening in practice and therefore
depreciation charges are not being spread across financial years correctly.

v Calculation of the debtors credit loss allowance The Council as a result of this recommendation has reviewed its formal policy in
Our discussions with finance staff indicate that this policy has been applied for a relot|o\;1vtohthe cre(?ht loss allowance (?’Fd has as olresult refw;ed tl’;? percentages
number of years without amendment. We requested evidence to support the ustlad.l € have re\;:ewed and tes.:cc.ed the ri"sohmk? eness of the policy and
validity of the percentages used such as evidence on actual levels of debt write calculations and have not identified any further issues.
offs/recoverability but the Council has been unable to provide this level of
evidence to support the reasonableness of the percentages used.

Recommendation
The Council should review the basis of calculation of the credit loss allowance to
ensure that it is based on current, reliable data on the level of credit losses
expected.

Assessment

v" Action completed
X  Not yet addressed
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C. Follow up of prior year recommendations
(continued)

Assessment Issue and risk previously communicated Update on actions taken to address the issue
X Journal authorisation We have completed targeted audit testing around authorisation and as in the
We note that journals below £20,000 are not authorised. While the prior year we have identified that all journals below £20,000 do not require
value is below materiality (c E5n‘;] we consider that this is a control authorisation. We have noted that all such journals are restricted to being
weakness and that all journals should be reviewed and authorised posted by specific finance officers in the Central Technical Accounting Team
which has been confirmed by our testing completed. The total value of such
journals is £4.583m and therefore the risk is not material.

Recommendation We will continue to recommend that all journals should be reviewed and

The Council should ensure that all journals are reviewed and approved — authorised as we consider that this is a control weakness.

by an independent officer. Management update 2022/23
A review will be undertaken to assess the impact of the change. Internal Audit will
also be asked to review a sample of journals as part of their annual assurance
work.

X Mass migration journals For journal testing completed this continues to be the case in 22/23. The extent of o
The Council undertakes periodic (usually monthly) journal postings in these postings not only increases the volume of transactions but also the risk that
which the Council transfers the totals for each department to the there may be errors in amounts and account codes as these are manually typed in
general fund. In addition, allocations are also used to allocate by the finance team.
balances on Reserves, Provisions and other technical control We will continue to recommend that the Council reviews its use of journals and
accounts, (used to show the in year movements on those accounts), to  monthly closedown procedures to ensure its processes continue to be appropriate.
their balance sheet codes. These postings are undertaken to balance
the balance sheet on a regular bG.SIS.In order to.produce its monthly Management update 2022/23
accounts. The extent of these postings not only increases the volume of
transactions but also the risk that there may be errors in amounts and The Council will continue to review this process and look to automate it within the
account codes as these are copied from system reports by the system where possible
corporate finance team
Recommendation
*  The Council should review its use of journals and monthly

closedown procedures to ensure that its processes continue to be
appropriate.
*  We have agreed to review this area with officers post audit.
Assessment

v Action completed

X Not yet addressed
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Commercial in confidence

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

Impact of adjusted misstatements

All adjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year

ending 31 March 2023.

Detail

Comprehensive Income
and Expenditure
Statement £m

Balance Sheet £m

Impact on total net
expenditure £m

22/23 Land and building valuation adjustment

A number of issues have been identified throughout the testing of 22/23 Land and Building valuations. This
has resulted in a Prior Period Adjustment as detailed separately below however, there are other adjustments
which relate to 22/23 only. Further detail is included on page 10.

Increase total expenditure
by £7.2m and reduce
surplus on revaluation of

Reduce Property, Plant and Equipment
by £9.2m

Increase net expenditure
by £7.2m . (This is
reversed out Via MIRS and
has no impact on the
Councils General Fund
balance)

Prior period adjustment - Land and Buildings

Our testing of land and buildings valuations identified a number of issues, the most significant being in
relation to Schools Land and Buildings. This has resulted in a Prior Period Adjustment of £40.1m, reducing
the Council’s asset valuation as at 31 March 2022 by £40.1m with opposite entry impacting on the Councils
revaluation reserve. This does not have any impact on the Council’s General Fund Balance. Further detail is
provided below.

Reduce opening land and building
values by £40.1m

Reduce opening revaluation reserve by
£28.4m

Reduce opening capital adjustment
account by £11.7m

Nil no impact on the
(Surplus)/ deficit on
provision of services

qg

Revaluation reserve difference between Fixed asset Register (FAR) and General Ledger (GL)

The Council has identified that the revaluations reserve recorded in its FAR is £1.8m lower than that
recorded in the GL. This is a historic difference the Council has amended in the current financial year.

Debit Revaluation reserve £1.8m

Credit Capital Adjustment Account
£1.8m

Nil no impact on the
(Surplus)/ deficit on
provision of services

IFRIC 14

The draft financial statements show a net pension liability of £20.4m. It has been identified that the Council
has incorrectly offset a pension liability relating the Teachers unfunded liability position with a pension
asset of the LGPS. As there is a net pension asset for LGPS the Council is required to consider the
requirements of IFRIC 14. The council has received a IFRIC 14 report from their Actuary and determined the
asset ceiling will apply and as such will be showing a nil asset. The Council’s net pension liability has
therefore increased by £14.2m to £34.6m.

Increase Pension fund net liability
£14.2m.

Increase Pension reserve by £14.2m

Nil no impact on the
(Surplus)/ deficit on
provision of services
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D. Audit Adjustments (continued)

Impact of unadjusted misstatements

The table below provides details of adjustments identified during the 2022/23 audit which have not been made within the final set of financial
statements. The Corporate governance Committee is required to approve management's proposed treatment of all items recorded within the table

below.
Comprehensive
Income and
Expenditure
Statement Impact on total net Reason for
Detail £m Balance SheetEm expenditure £m not adjusting
Assets not valued uncertainty Credit PPE OLB £1.4m Estimation
The Council has a number of assets which Debit RR £1.4m unoerto(lj:tlg
have not been revalued by the Council’s Y
valuer in the current audit year. We have
reviewed the carrying values of these
assets to assess whether these are Q1
materially different to the fair value. This o
exercise has identified there is an
uncertainty of £1.813m and the carrying
value estimate could be overstated by this
amount.
Debtors Debit income Credit Debtors £1.358m Income overstated Not material
£1.358m £1.358m

Debtors sample testing has identified a
transaction relating to rental income
which has been billed in advance by the
Council totalling £402k which is not a
valid debtor. In conjunction with the
Council we have isolated all rental
invoices and quantified this error within
the debtors population. The resulting error
is that debtors and income are overstated
by £1.358m.
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D. Audit Adjustments (continued)

'Y

Impact of prior year unadjusted misstatements

The table below provides details of adjustments identified during the prior year audit which had not been made within the final set of 2021/22 financial
statements. We are satisfied

© 2023 Grant Thornton UK LLP.

Comprehensive
Income and Expenditure

Impact on total net Reason for

Detail Statement £m Balance Sheet £m expenditure £m not adjusting
Overstatement of pension liability 0 Dr Pension liability - £2.3m 0 Not material
Cr Pension reserve - £2.3m ol
\l
Potential understatement of Dr Operating expenditure - Cr Debtors - £2.0m Dr Operating Not material
debtors credit loss allowance £2.0m expenditure - £2.0m

Derecognition of academy schools
in the incorrect financial year

Cr Loss on disposal of
assets - £8.4m

No impact on position at 31

March 2022

Cr Loss on disposal of
assets - £8.4m

Not material

Potential overstatement of
debtor balances due to

subsequent issue of credit notes

Drincome £1.0m

Cr Debtors £1.0m

Drincome £1.0m Not material

Movement on valuations on

Dr land and buildings -

Uncertainty -

assets not revalued in 2021/22 £2.8m adjustment not
Cr revaluation reserve - expected
£2.8m

Overall impact

Dr Operating
expenditure - £2.0m
Cr Loss on disposal of
assets - £8.4m
Drincome £1.0m

Dr Pension liability £2.3m
Cr Debtors - £3.0m

Dr Land and buildings -
£2.8m

Crreserves - £6.1m

CIES netimpact - Cr
£5.4tm
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D. Audit Adjustments

Misclassification and disclosure changes

The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.

Commercial in confidence

Disclosure/issue/Omission Auditor recommendations Adjusted?
General Yes
A small number of minor amendments were made to correct typing Typographical errors should be amended
errors, page numbering and incorporate additional narrative
information. We do not deem these significant enough to bring to the
attention of those charged with governance. The Council should add a statement within its Accounting Policies disclosing there are a
number of rounding differences of +/- £0.Im within totals due to the accounts being to the
nearest £0.1m
There are rounding differences throughout the accounts.
Pension Fund accounts The Council need to ensure that all error references are updated to mirror the final figures and Yes
The Council includes the Pension Fund Accounts within its financial narratives as disclosed in the audited Leicestershire County Pension Fund Accounts 2022/23.
statements. A number of the tables within these were showing as
‘error! Reference source not found’.
Expenditure and funding analysis Note 2(a) Move £15.8m from the central items line in Note 2(a] to the ‘Other Income and expenditure Yes
In the table showing the adjustments between funding and from the EFA"line.
accounting basis the Council has included £15.8m for central items
relating to adjustments for pensions purposes within the ‘Net cost of
Services’ section in error. This entry should be included in the ‘Other
income and expenditure from the EFA line’
Financial statements disclosures Funded and unfunded elements are to be disclosed separately Yes
Net pension liability disclosures within the draft financial statements
are not compliant with the CIPFA code. Where there are funded and
unfunded elements, these should be separately disclosed.
Note 23 Short term debtors The Council need to amend note 23 - Short Term debtors to comply with IAS1 Para 78 and the No

Per IAS 1 para 78 and CIPFA Code Para 3.4.2.67 receivables disclosed
should be disaggregated into amounts receivable from trade
customers, receivables from related parties, prepayments and other
amounts. The Council’s current disclosures are not code compliant

CIPFA Code 3.4.2.67.
Management response

The Council will review as part of the production of the 2023/2% financial statements.

© 2023 Grant Thornton UK LLP.
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D. Audit Adjustments

Misclassification and disclosure changes (continued])

Commercial in confidence

Disclosure/issue/Omission Auditor recommendations Adjusted?
Note 26 Short term creditors The Council need to amend note 26 - Short Term creditors to comply with IAST Para 78 and the CIPFA No
Per IAS 1 para 78 and CIPFA Code Para 3.4.2.64 creditors Code Rarais: 2.6

disclosed should be disaggregated into appropriate sub Management response

C|C|SS!f!CCIt!OI’\S. The Council's note does not include any sub The Council will review as part of the production of the 2023/24 financial statements.

classifications.

Pooled Budgets Note 31 The Council should add sufficient detail to enable the reader to clearly see that impact on the No
The current pooled budgets disclosure does not clearly Council’s financial statements of the pooled budget arrangements disclosed.

document the actual impact on the Council’s accounts of Management response %
el Ve e i Lo eliEmg e ts The Council will review as part of the production of the 2023/2! financial statements.

Related Party Disclosures Note 37 The Council should remove the 2 individuals from the related party disclosure which do not meet the Yes
Two related party transactions disclosed by the Council do EeLIETEE ol L

not meet the criteria set in IAS 2% as the individuals do not

have significant influence and control over the other entities.

Note 47 Accounting policies (6. Assets under construction) The Council should expand the accounting policy in relation to assets under construction to reflect Yes

The current policy is not clear as this states the values
included in the accounts are based on actual payments
made, which would imply cash accounting which is not
correct.

that the carrying value is based on costs incurred to 31 March 2023.
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D. Audit Adjustments

Misclassification and disclosure changes (continued)

Disclosure/issue/Omission Auditor recommendations Adjusted?

Note 47 Accounting policies (6. Land and Buildings) The Council should amend the land and building policy to refer to 1 October 2022 as the most recent Yes

The current policy refers to ‘current asset values as of ....1 date of valuations of these assets.

October 2020’ which is incorrect as current valuations are
dated 1 October 22.

Note 47 Accounting policies (6. Assets held for sale) The Council should add additional detail to this policy to explain that the asset is then carried at the Yes

The current policy discloses The asset is revalued immediately lower of the previous carrying value and FV less costs to sell to ensure policy is clear.

on an open market basis’ which needs further details to be
added to ensure the basis is clearly disclosed

09
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D. Audit Adjustments

Misclassification and disclosure changes (continued)

Disclosure/issue/Omission

Auditor recommendations Adjusted?

Note 20 Financial Instruments

The original note presented in the draft accounts did not comply fully
with the requirements of IFRS9, IFRS7 and IFRS32. In particular:

-Capital Grants receipts in advance totalling £74m long term and
£59.3 short term have been included in error. This also impacts
the prior period. Relevant Prior period adjustment disclosures will
need to be made in accordance with IAS 8.

- Carrying amount of assets and liabilities carried at amortised
cost is incorrect and should be changed from £623.8m to
£568.3m.

narrative disclosures are inconsistent with policies and the figures
included in Note 20.

Disclosures do not make reference to the Pooled Infrastructure
valuation method and Capital release funds (NAV] which are level
2 investments.

in relation to long term investments carried at Fair Value
additional disclosures around exposure to gains and losses.

Exposure to credit risk makes reference to 0.3% on the sales
ledger which does not link with the credit loss allowance made
and the table should be removed also reference to doubtful debts
is incorrect.

It is currently difficult for the reader of the accounts to identify
the link between the balance sheet figures and the Financial
Instruments note.

The Council should review its financial instruments disclosure fully and ensure : Yes

Disclosures are code complaint
There is clear linkage to other disclosures within the financial statements were appropriate

Disclosures are clear for the reader of the accounts

© 2023 Grant Thornton UK LLP.
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E. Fees and non-audit services

We confirm below our final fees charged for the audit and provision of non-audit services.

Audit fees Proposed fee Final fee
Scale fee 75,315 75,315
Additional work on Value for Money (VFM) under new NAO Code 19,000 19,000
Enhanced audit procedures for Property, Plant and Equipment - use of auditors expert 5,000 5,000
Increased audit requirements of revised ISAs 540 6,000 6,000
Enhanced audit procedures on journals testing (not included in the Scale Fee) 3,000 3,000
Ledger configuration and reconciliation 7.500 7.500
Infrastructure 2.500 2.500
o
Payroll - change of circumstances testing 500 500 N
ISA 315 5,000 5,000
East Midlands Freeport 5,000 5,000
Operating expenditure and fees and charges evidence 1,500
Property, Plant and Equipment 22/23 and PPA 43,425
Financial Instruments restatement and PPA 5,000
Expert Fee 3,000
Receivables extended testing 3,250
I[FRIC 14 consideration 4,000
Total audit fees (excluding VAT) £128,815 £179,000
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E. Fees and non-audit services

Non-audit fees for other services Proposed fee Final fee
Audit Related Services - 22/23 Teachers Pension Agency return £10,000 £10,000
£10,000 £10,000

Total non-audit fees (excluding VAT]

The fees reconcile to the financial statements as follows :
» fees per financial statements - annual audit £179,000 per previous page
* Total fees per updated financial statements -£179,000 (extract below)

* Teachers pensions Agency return £10,000 under separate engagement

Local Transport plan fee of £15,000 will be accounted for in the 23/2L4 financial year.

MNote 34: External Audit Costs

The Authority has incurred the following costs in relation to the audit of the statement of accounts:

2021/22 2022/23
£ £
Fees payahble to external auditor:
138,777 Annual audit 179,000
6,917 Other services provided during the year 10,000
189,000

146,694 Total

None of the above services were provided on a contingent fee basis.

The final audit fee will be invoiced following PSAA approval.

© 2023 Grant Thornton UK LLP.
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F. Auditing developments

Revised ISAs
There are changes to the following ISA (UK):

ISA (UK] 315 (Revised July 2020) ‘Identifying and Assessing the Risks of Material Misstatement’

This impacts audits of financial statement for periods commencing on or after 15 December 2021.

ISA (UK] 220 (Revised July 2021) ‘Quality Management for an Audit of Financial Statements’

ISA (UK] 240 (Revised May 2021) ‘The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements

A summary of the impact of the key changes on various aspects of the audit is included below:

These changes will impact audit for audits of financial statement for periods commencing on or after 15 December 2022.

Area of change Impact of changes

Risk assessment The nature, timing and extent of audit procedures performed in support of the audit opinion may change due to clarification of:
* the risk assessment process, which provides the basis for the assessment of the risks of material misstatement and the design of audit procedures
* the identification and extent of work effort needed for indirect and direct controls in the system of internal control
* the controls for which design and implementation needs to be assess and how that impacts sampling
* the considerations for using automated tools and techniques.

9

Direction, supervision and Greater responsibilities, audit procedures and actions are assigned directly to the engagement partner, resulting in increased involvement in the
review of the engagement performance and review of audit procedures.
Professional scepticism The design, nature, timing and extent of audit procedures performed in support of the audit opinion may change due to:

* increased emphasis on the exercise of professional judgement and professional scepticism

* anequal focus on both corroborative and contradictory information obtained and used in generating audit evidence
* increased guidance on management and auditor bias

* additional focus on the authenticity of information used as audit evidence

* afocus on response to inquiries that appear implausible

Definition of engagement The definition of engagement team when applied in a group audit, will include both the group auditors and the component auditors. The implications of this
team will become clearer when the auditing standard governing special considerations for group audits is finalised. In the interim, the expectation is that this will
extend a number of requirements in the standard directed at the ‘engagement team’ to component auditors in addition to the group auditor.
* Consideration is also being given to the potential impacts on confidentiality and independence.

Fraud The design, nature timing and extent of audit procedures performed in support of the audit opinion may change due to:
* clarification of the requirements relating to understanding fraud risk factors
* additional communications with management or those charged with governance

Documentation The amendments to these auditing standards will also result in additional documentation requirements to demonstrate how these requirements have been
addressed.
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G. Management Letter of Representation

Date — To be confirmed V. Significant assumptions used by us in making accounting estimates, including those measured at fair

value, are reasonable. We are satisfied that the material judgements used in the preparation of the
Dear Grant Thornton

financial statements are soundly based, in accordance with the Code and adequately disclosed in the
Leicestershire County Council financial statements. We understand our responsibilities includes identifying and considering
Financial Statements for the year ended 31 March 2023 alternative, methods, assumptions or source data that would be equally valid under the financial

reporting framework, and why these alternatives were rejected in favour of the estimate used. We are

. . . . . . . . ) . . . satisfied that the methods, the data and the significant assumptions used by us in making accounting
This representation letter is provided in connection with the audit of the financial statements of Leicestershire . . . . . »
. . o estimates and their related disclosures are appropriate to achieve recognition, measurement or
County Council for the year ended 31 March 2023 for the purpose of expressing an opinion as to whether the . . . . . . . .
o . . o . . . . . disclosure that is reasonable in accordance with the Code and adequately disclosed in the financial
Council’s financial statements give a true and fair view in accordance with International Financial Reporting

statements.
Standards and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2022/23 and applicable law. We confirm that to the best of our knowledge and belief having made such inquiries Vi. We confirm that we are satisfied that the actuarial assumptions underlying the valuation of pension
as we considered necessary for the purpose of appropriately informing ourselves: scheme assets and liabilities for IAS19 Employee Benefits disclosures are consistent with our

knowledge. We confirm that all settlements and curtailments have been identified and properly

. . accounted for. We also confirm that all significant post-employment benefits have been identified and
Financial Statements

G9

properly accounted for.

i. We have fulfilled our responsibilities for the preparation of the Council’s financial statements in N . ) . . . . .
. . . . . . Vii. The prior period adjustments disclosed in Note 8 to the financial statements are accurate and
accordance with International Financial Reporting Standards and the CIPFA/LASAAC Code of Practice i i i i
. o . . . . . . complete. There are no other prior period errors to bring to your attention.
on Local Authority Accounting in the United Kingdom 2022/23 ("the Code"); in particular the financial

statements are fairly presented in accordance therewith. Viii. We have considered whether accounting transactions have complied with the requirements of the

. . ) . L . i Local Government Housing Act 1989 in respect of the Housing Revenue Account ring-fence.
ii. We have complied with the requirements of all statutory directions affecting the Council and these

matters have been appropriately reflected and disclosed in the financial statements. ix. Except as disclosed in the financial statements:
iii. The Council has complied with all aspects of contractual agreements that could have a material effect a. there are no unrecorded liabilities, actual or contingent

on the financial statements in the event of non-compliance. There has been no non-compliance with . .

. » . . . b. none of the assets of the Council have been assigned, pledged or mortgaged

requirements of any regulatory authorities that could have a material effect on the financial statements

in the event of non-compliance. c. there are no material prior year charges or credits, nor exceptional or non-recurring items
. - o . . . requiring separate disclosure.
iv. We acknowledge our responsibility for the design, implementation and maintenance of internal control

to prevent and detect fraud. X. Related party relationships and transactions have been appropriately accounted for and disclosed in

accordance with the requirements of International Financial Reporting Standards and the Code.

Xi. All events subsequent to the date of the financial statements and for which International Financial

Reporting Standards and the Code require adjustment or disclosure have been adjusted or disclosed.
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F. Management Letter of Representation

(continued)

Xii. We have considered the adjusted misstatements, and misclassification and disclosures changes
schedules included in your Audit Findings Report. The Council’s financial statements have been
amended for these misstatements, misclassifications and disclosure changes and are free of material

misstatements, including omissions.

Xiii. We have considered the unadjusted misstatements schedule included in your Audit Findings Report,
including unadjusted disclosure items. We have not adjusted the financial statements for these
misstatements brought to our attention as they are immaterial to the results of the Council. The
financial statements are free of material misstatements, including omissions.

Xiv. Actual or possible litigation and claims have been accounted for and disclosed in accordance with the
requirements of International Financial Reporting Standards.

XV. We have no plans or intentions that may materially alter the carrying value or classification of assets
and liabilities reflected in the financial statements.

XVi. We have updated our going concern assessment. We continue to believe that the Council’s financial
statements should be prepared on a going concern basis and have not identified any material
uncertainties related to going concern on the grounds that:

a. the nature of the Council means that, notwithstanding any intention to cease the Council’s
operations in their current form, it will continue to be appropriate to adopt the going concern
basis of accounting because, in such an event, services it performs can be expected to
continue to be delivered by related public authorities and preparing the financial statements
on a going concern basis will still provide a faithful representation of the items in the financial
statements

b. the financial reporting framework permits the entry to prepare its financial statements on the
basis of the presumption set out under a) above; and

c. the Council’s system of internal control has not identified any events or conditions relevant to
going concern.

We believe that no further disclosures relating to the Council's ability to continue as a going concern
need to be made in the financial statements

© 2023 Grant Thornton UK LLP.

Xvii.

XVii.

We have considered whether the Council is required to reflect a liability in respect of equal pay claims
within its financial statements. We confirm that we are satisfied that no liability needs to be recognised
on the grounds that:

a. The Hay Job Evaluation system (which is used across jobs in the Council’s main

pay grade structure) continues to ensure that there is no significant discrimination in
basic pay. This provides significant reassurance that Leicestershire County Council

provides fair pay and reward to Council employees.

b. We conduct an equal pay audit every three years.

We have undertaken a review of all operational Council buildings for instances of reinforced autoclaved
aerated concrete (RAAC) and can report that there are no cases of RAAC discovered within any of our
maintained schools. However, RAAC was discovered in one vacant office location which has been

mitigated following advice from specialist advisors and does not present any significant financial

99

liabilities.

Information Provided

Xviii.

XiX.

XX.

XXI.

We have provided you with:

a. access to all information of which we are aware that is relevant to the preparation of the
Council’s financial statements such as records, documentation and other matters;

b. additional information that you have requested from us for the purpose of your audit; and

c. access to persons within the Council via remote arrangements,from whom you determined it
necessary to obtain audit evidence.

We have communicated to you all deficiencies in internal control of which management is aware.

All transactions have been recorded in the accounting records and are reflected in the financial
statements.

We have disclosed to you the results of our assessment of the risk that the financial statements may
be materially misstated as a result of fraud.
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G. Management Letter of Representation
(continued)

XXii.

XXiii.

XXiV.

XXV.

XXVi.

We have disclosed to you all information in relation to fraud or suspected fraud that we are aware of

and that affects the Council, and involves:

a. management;
b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the financial statements.

We have disclosed to you all information in relation to allegations of fraud, or suspected fraud, affecting

the financial statements communicated by employees, former employees, analysts, regulators or
others.

We have disclosed to you all known instances of non-compliance or suspected non-compliance with
laws and regulations whose effects should be considered when preparing financial statements.

We have disclosed to you the identity of the Council's related parties and all the related party
relationships and transactions of which we are aware.

We have disclosed to you all known actual or possible litigation and claims whose effects should be
considered when preparing the financial statements.

Annual Governance Statement

XXVii.

We are satisfied that the Annual Governance Statement (AGS) fairly reflects the Council's risk
assurance and governance framework and we confirm that we are not aware of any significant risks
that are not disclosed within the AGS.

Narrative Report

XXViii.

The disclosures within the Narrative Report fairly reflect our understanding of the Council's financial
and operating performance over the period covered by the financial statements.

© 2023 Grant Thornton UK LLP.

Approval

The approval of this letter of representation was minuted by the Council’s Corporate Governance Committee at
its meeting on 20 May 2024.

Yours faithfully

L9

Signed on behalf of the Council
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GrantThornton

grantthornton.co.uk

© 2023 Grant Thornton UK LLP.

"Grant Thornton” refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms,
as the context requires. Grant Thornton UK LLP is @ member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each
member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not
obligate, one another and are not liable for one another’s acts or omissions.
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This Audit Findings presents the observations arising from the audit that are
significant to the responsibility of those charged with governance to oversee the
financial reporting process, as required by International Standard on Auditing (UK)

260. Its contents will be discussed with management and the Corporate Governance

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

T

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

This table
summarises the key
findings and other
matters arising
from the statutory
audit of
Leicestershire
County Pension
Fund (‘the Pension
Fund’) and the
preparation of the
Pension Fund’s
financial
statements for the
year ended 31
March 2023 for the
attention of those
charged with
governance.

© Grant Thornton UK LLP.
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Financial Statements

Under International Standards
of Audit (UK) (ISAs) and the
National Audit Office (NAO)
Code of Audit Practice ('the

Code'), we are required to report

whether, in our opinion:

the Pension Fund’s financial
statements give a true and
fair view of the financial
transactions of the Pension
Fund during the year ended
31 March 2023 and of the
amount and disposition at
that date of the fund’s assets
and liabilities, other than
liabilities to pay promised
retirement benefits after the
end of the fund year; and

have been properly prepared
in accordance with the
CIPFA/LASAAC code of
practice on local authority
accounting and prepared in
accordance with the Local
Audit and Accountability Act
2014,

Our audit work was completed remotely during July-November. Our findings are summarised on pages 5 to 18.

We have not identified any adjustments to the financial statements that impact upon the Pension Fund’s reported financial
position.

Whilst we have not identified any material differences however we have identified £3.798m of differences in the valuation
of the Fund’s investments disclosed in the financial statements at 31 March 2023 and the valuation statements received
from the third-party investment managers. Management are proposing not to amend the financial statements on the basis
that the differences are not material (0.1% of investment assets) and the Corporate Governance Committee will be asked
to confirm their agreement.

Audit adjustments are detailed in Appendix D.

We have raised new recommendations for management as a result of our audit work (Appendix B). As noted below there is
some work to be finalised and whilst we do not anticipate recommendations arising from this if significant matters arise we
will communicate these separately. Our follow up of recommendations from the prior year’s audit are detailed in Appendix

C.

Our work is substantially complete and there are no matters of which we are aware that would require modification of our
audit, subject to the following outstanding matters; ~
* Finalisation of Manager and Engagement Lead quality control reviews; N
* Receipt of management representation letter {shared separately}; and

* Review of the final set of financial statements.

We have concluded that the other information to be published with the financial statements, is consistent with our
knowledge of your organisation and the financial statements we have audited.

Our anticipated opinion on the financial statements will be unmodified.

Whilst our work on the Pension Fund financial statements is almost complete, we will be unable to issue our final audit
opinion on the Pension Fund financial statements until the audit of the Administering Authority is complete.

We are required to give a separate opinion for the Pension Fund Annual Report on whether the financial statements
included therein are consistent with the audited financial statements. The Pension Fund Annual Report has been
published and we have reviewed it . The annual report is consistent with the audited financial statements. We have
therefore issued a separate opinion and will be signed on the completion of the audit of the administering authority.
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1. Headlines

National context - audit backlog

Nationally there have been significant delays in the completion of audit work and the issuing of audit opinions across the local government sector. Only 12% of local government bodies had
received audit opinions in time to publish their 2021/22 accounts by the extended deadline of 30 November. There has not been a significant improvement over this last year, and the
situation remains challenging. We at Grant Thornton have a strong desire and a firm commitment to complete as many audits as soon as possible and to address the backlog of unsigned
opinions.

Over the course of the last year, Grant Thornton has been working constructively with DLUHC, the FRC and the other audit firms to identify ways of rectifying the challenges which have
been faced by our sector, and we recognise the difficulties these backlogs have caused authorities across the country. We have also published a report setting out our consideration of the
issues behind the delays and our thoughts on how these could be mitigated. Please see About time? (grantthornton.co.uk)

We would like to thank everyone at the Pension Fund for their support in working with us to ensure the Pension Fund’s audit has not fallen behind and to seek finalisation of our work.

Local context - triennial valuation

Triennial valuations for local government pension funds have been published. These valuations, which are as at 31 March 2022, provide updated information regarding the funding position
of the Pension Fund and set employer contribution rates for the period 2023/24 - 2025/26. For the Pension Fund, the valuation was undertaken by Hymans Robertson LLP and showed that
the solvency funding level is 105%.The results of the latest triennial valuation are reflected in the actuarial statement included as an appendix to the financial statements. These valuations
also provide updated information for the net pension liability on employer balance sheets.

€L

We have performed testing of the completeness and accuracy of triennial valuation source data. This was to support our work on the other information disclosures made in the Pension Fund
accounts and for providing assurances to auditors of employer bodies. As part of this work, we tested a sample of 256 members drawn from the pensioners, deferred and active populations
and found the source data to be complete and accurate. This additional testing is only required after each triennial review, rather than annually. See Appendix E for the impact of this work
on our 2022/23 audit fee.

© Grant Thornton UK LLP. b
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2. Financial Statements

Overview of the scope of our audit Audit approach

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

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

For Leicestershire County Council Pension Fund, the
Corporate Governance Committee is charged with
governance and fulfils the role of those charged with
governance i.e. it considers the draft financial statements
and is part of the overall member oversight process and
recommends adoption of the financial statements to the
Corporate Governance Committee.

© Grant Thornton UK LLP.

Our audit approach was based on a thorough
understanding of the Pension Fund’s business and is risk
based, and in particular included:

*  An evaluation of the Pension Fund’s internal controls
environment, including its IT systems and controls; and

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

We have altered our audit plan, as communicated to you in
September 2023, to reflect a change of the planning
materiality for the financial statements. We have reduced
the benchmark from 1.60% to 1.20% of net assets. See page
6 for the revised amounts.

Commercial in confidence

We have substantially completed our audit of your financial
statements and subject to outstanding queries being
resolved, we anticipate issuing an unqualified audit opinion.
We cannot issue our opinion until audit work on the
Council’s accounts (as Administering Authority and whose
accounts the Pension Fund’s accounts form part of) has
been completed.

Acknowledgements

We would like to take this opportunity to record our
appreciation for the assistance provided by the Treasury
and Pension Team staff.
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2. Financial Statements

Pension Fund
Amount (£)  Qualitative factors considered

@ Materiality for the financial £69.2m We determined materiality for the audit of the Pension Fund’s financial statements

statements as a whole to be £69.2m, which is approximately 1.20% of the Pension Fund’s net
assets as at 31 March 2023. This benchmark is considered the most appropriate
because we consider users of the financial statements to be most interested in

Our approach to materiality
security and value of the Pension Fund’s assets.

The concept of materiality is

f!Jndor.‘nentol to the preparation o.f the Performance materiality £48.50m We have determined £48.50m (70% of materiality) to be an appropriate level for

financial statements and the audit Performance Materiality. The Pension Fund has a stable, experienced team with no

[ZIOCESS ond.opphes not only to the history of accounting issues and this continues to be the case.

monetary misstatements but also to

disclosure reqUIrement:.s and odherence Trivial matters £3.46m We deem matters below 5% of materiality to be sufficiently trivial not to warrant

@ oc.oeptoble accounting practice and drawing to the attention of the Corporate Governance Committee. ~
applicable law. ol
Materiality levels have been changed Materiality for fund account £25m We determined materiality for the fund account transactions based on 10% of

from what was reported in our audit total expenditure as at 31 March 2023.

plan. We have revised the materiality
percentage for financial statements
from 1.6% to 1.20% for net assets.

We set out in this table our
determination of materiality for the
Pension Fund.

© Grant Thornton UK LLP.
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2. Financial Statements: Significant risks

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

Risks identified in our Audit Plan Commentary

Management override of controls Below is a summary of the work performed:
Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk of management over-ride of controls
is present in all entities. The Fund faces external scrutiny of its stewardship of funds and this could
potentially place management under undue pressure in terms of how they report performance.

evaluated the design and implementation of management controls over journals

* analysed the journals listing and determined the criteria for selecting high risk
unusual journals

We therefore identified management override of controls, in particular journals, management estimates and  «  identified and tested unusual journals made during the year and the accounts
transactions outside the course of business as a significant risk, which was one of the most significant production stage for appropriateness and corroboration

assessed risks of material misstatement. * gained an understanding of the accounting estimates and critical judgements

applied by management and considered their reasonableness.

No changes have been identified to the accounting policies and the estimation
process for the valuation of the defined benefit schemes and plan assets.

Our audit work has not identified any significant issues in respect of management
override of controls.

Improper revenue recognition There were no changes to our assessment reported in the audit plon and the

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be misstated due to the improper audit work performed did not identify any issues in respect of revenue

recognition of revenue. This presumption can be rebutted if the auditor concludes that there is no risk of recognition.
material misstatement due to fraud relating to revenue recognition. Having considered the risk factors set

out in ISA240 and the nature of the revenue streams at the Fund, we have determined that the risk of fraud

arising from revenue recognition can be rebutted, because:

* there s little incentive to manipulate revenue recognition
* opportunities to manipulate revenue recognition are very limited

* the culture and ethical frameworks of local authorities, including the Leicestershire County Council
(Administering Authority], mean that all forms of fraud are seen as unacceptable

Therefore we do not consider this to be a significant risk for Leicestershire Pension Fund.

Fraud in Expenditure Recognition There were no changes to our assessment reported in the audit plan and the audit
Practice Note 10 suggests that the risk of material misstatement due to fraudulent financial reporting that work performed did not identified any issues in respect of expenditure recognition.
may arise from the manipulation of expenditure recognition needs to be considered, especially an entity

that is required to meet financial targets. Having considered the risk factors relevant to the Pension Fund

and the relevant expenditure streams, we have determined that no separate significant risk relating to

expenditure recognition is necessary, as the same rebuttal factors listed above relating to revenue

recognition apply.

We therefore do not consider this to be a significant risk for the Pension Fund.

© Grant Thornton UK LLP. 7
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan

Commentary

Valuation of Level 3 Investments (private equity, pooled investment
vehicles and unquoted equity]

The Fund revalues its investments on frequently to ensure that the carrying
value is not materially different from the fair value at the financial
statements date.

By their nature Level 3 investment valuations lack observable measurable
inputs. These valuations therefore represent a significant estimate by
management in the financial statements due to the size of the numbers
involved and the sensitivity of this estimate to changes in key assumptions.

Under ISA 315 significant risks often relate to significant non-routine
transactions and judgemental matters. Level 3 investments by their very
nature require a significant degree of judgement to reach an appropriate
valuation at year end.

Management utilise the services of investment managers and/or custodians
as valuation experts to estimate the fair value as at 31 March 2023.

We therefore identified valuation of Level 3 investments as a significant risk,
which was one of the most significant assessed risks of material
misstatement.

Below is a summary of the work performed:
* evaluated management’s process for valuing Level 3 investments

* reviewed the nature and basis of estimated values and considered the assurance management has over
the year end valuations provided for those types of investments, to ensure that the requirements of the
Code are met

* independently requested year-end confirmations from investment managers and the custodian and
considered the role played by the custodian in asset valuation

+ for a sample of investments, tested the valuation by obtaining and reviewing the audited accounts, (where
available) at the latest date for individual investments and agreeing these to the fund manager reports at
that date, reconciling those values to the values at 31 March 2023 with reference to known movements in ~
the intervening period where necessary. ~

* tested valuations made during the year to see if they had been input correctly into the Pension Fund’s
ledger.

* where available, reviewed investment manager service organisation reports on design effectiveness of
internal controls. Identify the key valuation controls at the fund managers (and where appropriate the
custodians) and consider the design effectiveness of the controls through enhanced documentation of our
consideration of the relevant controls reports.

Our audit work identified that the actual value of investments as at 31 March 2023 had risen by £7.574m
from that estimated in the accounts. This was largely attributed to £3.156m increase in Level 3 asset values, a
and an increase of £4.417m in Level 1 assets. The largest movementin Level 3 assets was related to Adams
Street private equity portfolio (£4.635m) final capital statements not being available when the Pension
Fund’s accounts presented for audit were closed down. Timing differences such as this are not unusual
within Pension Funds. The difference is 0.1% of total investment assets and less than 50% of our performance
materiality. Management has not amended the Pension Fund’s Statement of Accounts on the basis that the
difference is not materially quantitatively or qualitatively to readers of the accounts.

© Grant Thornton UK LLP.
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan

Commentary

Valuation of Level 3 Investments (Directly held property)

The Fund has investment in directly held property and has engaged an
external valuer Colliers Capital their RICS qualified valuer to complete the
valuation of properties as at 315t March 2023. Investment Properties must be
included in the balance sheet at fair value (the price that would be received
in an orderly transaction between the market participant at the
measurement date)..

By their nature Level 3 investment valuations lack observable measurable
inputs. These valuations therefore represent a significant estimate by
management in the financial statements due to the size of the numbers
involved and the sensitivity of this estimate to changes in key assumptions.

Under ISA 315 significant risks often relate to significant non-routine
transactions and judgemental matters. Level 3 investments by their very
nature require a significant degree of judgement to reach an appropriate
valuation at year end.

We therefore identified valuation of Level 3 investments as a significant risk,
which was one of the most significant assessed risks of material
misstatement.

Below is a summary of the work performed:

evaluated the processes, controls and assumptions put in place by management to ensure that the
valuation is not materially misstated and evaluate the design of these and whether they are sufficient to
mitigate the risk of material misstatement;

communicated with the valuer to confirm the basis on which the valuation was carried out to ensure that
the requirements of the reporting framework are met

challenged the information and assumptions used by the valuer to assess completeness and consistency
with our understanding, particularly around yields and rents/market values for the properties.

Obtained and reviewed the valuation report. Reconciling the values in the report to the values captured in
the general ledger as at 31 March 2023.

Performed an analytical review looking at the market value movements from prior year and assessed
whether the movements in value are in line with our understanding when referring to available market
information. Investigate any movements that are not in line with expectation.

8.

Select a sample of investment property to test. Reperform calculations using assumptions and information
obtained from lease rentals, yield rates from external sources to assess if the valuations are appropriate.

© Grant Thornton UK LLP.
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2. Financial Statements: key judgements
and estimates

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

Significant judgement or
estimate

Summary of management’s approach

Assessment

Audit Comments

Level 3 Investments (private
equity, pooled investment
vehicles, property funds and
unquoted equity) - £2 003.27m

The Pension Fund has investments in unquoted equity and pooled investments vehicles that
in total are valued on the net assets statement as at 31 March 2023 at £2 003.27million.

These investments are not traded on an open exchange/market and the valuation of the
investment is highly subjective due to a lack of observable inputs. In order to determine the
value, management rely on the valuation that the investment managers provides.

The valuation of the funds is provided by the investment managers.

Service auditor reports for investment managers and custodians were obtained and
considered by management at the pension fund.

The value of the investment has increased by £205.6m in 2022/23, this is largely due to
sales (£176.2m), purchases (£358.1m), realised gains (£60.9m) and unrealised losses
(£31.7m)

Management determine the value of
level 3 investments through placing
reliance on the expertise of the
investment managers. We have
performed an assessment of
management’s expert i.e. Investment
manager.

In addition to the investment manager
confirmations at year end; we have
obtained latest audited accounts and
reviewed cash flow movements to 31
March 2023.

We have also tested a sample of Level
3 investments to audited accounts
and final capital statements to
determine if the values estimated are
reasonable.

6.

Please see our findings on page 8.

Assessment

® [Dark Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

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

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

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© Grant Thornton UK LLP.
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2. Financial Statements: key judgements
and estimates

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

Significant judgement or
estimate

Summary of management’s approach

Audit Comments

Assessment

Level 3 Investments (Directly
held property) - £101.8m

The Pension Fund has investments in investment property that in
total are valued on the net assets statement as ot 31 March 2023 at
£101.8million.

This valuation represents a significant estimate by management in
the financial statements due to the size of the numbers involved and
the sensitivity of this estimate to changes in key assumptions.

100% of the total assets were revalued during 2022/23. Investment
property is revalued annually.

The value of investment property has decreased by £18.50m in
2022/23, this is largely due to the change in the market value of the
properties.

Management determine the value of investment property
through placing reliance on the expertise of the property
valuer (Colliers Capital).

We evaluated the competence, capabilities and objectivity
of the valuation expert

We communicated with the valuer to confirm the basis on
which the valuation was carried out to ensure that the
requirements of the reporting framework are met

We challenged the information and assumptions used by the
valuer to assess completeness and consistency with our
understanding, particularly around yields and rents/market
values for the properties.

08

Obtained and reviewed the valuation report. Reconciling the
values in the report to the values captured in the general
ledger as at 31 March 2023.

Performed an analytical review looking at the market value
movements from prior year and assessed whether the
movements in value are in line with our understanding when
referring to available market information. Investigate any
movements that are not in line with expectation.

Selected a sample of investment property to test.
Reperformed calculations using assumptions and information
obtained from lease rentals, yield rates from external sources
to assess if the valuations are appropriate.

Assessment

® [Dark Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated
[ ] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic

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

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© Grant Thornton UK LLP.
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2. Financial Statements: key judgements
and estimates

Significant judgement or estimate  Summary of management’s approach Audit Comments Assessment
Level 2 Investments - £1,069.1m The Pension Fund have investments in pooled investments that in total are valued on the Management determine the value
net assets statement as at 31 March 2023 at £1,069.1million. of level 2 investments through

placing reliance on the expertise of

The investments are valued using the closing bid price where bid prices and offer prices ;
the investment managers.

are published or where the funds are index tracked, these are based on the market quoted
prices of the underlying securities. As the pooled investments fund invested in are mainly In addition to the investment
bonds, equities and fixed interest quoted prices are easily obtained in the market. manager confirmations at year
end; we have independently
obtained the quoted price as at
year end and compared it to the
investment manager’s price. Where
prices could not be obtained we
reviewed the latest audited
accounts and reviewed the
unaudited valuation to determine if
there was significant price
movements.

The value of the investment has decreased by £90.9m in 2022/23 due to performance of
the funds in the market.

18

We have also tested a sample of
level 2 investments to determine if
the values estimated are
reasonable.

No findings have been identified in
our testing

Assessment

® [Dark Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

(] | We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic
[Grey] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© Grant Thornton UK LLP. 1
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2. Financial Statements: key judgements
and estimates

Significant judgement or estimate  Summary of management’s approach Audit Comments Assessment
Level 1 Investments - £2 446.6m The Pension Fund have investments in pooled investments, cash and other deposits that in Management determine the value
total are valued on the net assets statement as at 31 March 2023 at £2 446.6million. of level 1investments through

placing reliance on the expertise of

The investments are valued using the closing bid price where bid prices and offer prices ;
the investment managers.

are published, these are based on the market quoted prices of the underlying securities. As
the pooled investments fund invested in are mainly equities and fixed interest quoted In addition to the investment
prices are easily obtained in the market. manager confirmations at year
end; we have independently
obtained the quoted price as at
year end and compared it to the
investment manager’s price.

The value of the investment has decreased by £57.2m in 2022/23 due to purchases, sales
and performance of the funds in the market.

We have also tested a sample of
level 1investments to determine if
the values estimated are
reasonable.

8

No findings have been identified in
our testing

Assessment

® [Dark Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

(] | We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic
[Grey] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© Grant Thornton UK LLP. 13
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2. Financial Statements:
other communication requirements

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

© Grant Thornton UK LLP.

Issue

Commentary

Matters in relation
to fraud

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

Matters in relation
to related parties

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

Matters in relation
to laws and
regulations

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

00]
w

Written
representations

A letter of representation has been requested from the Pension Fund , which is included in the Committee papers.

Audit evidence and
explanations

All information and explanations requested from management was provided.

Confirmation
requests from
third parties

We send confirmation requests to all investment managers. The number of requests sent were 23 and all of these
requests were returned with positive confirmation. We are completing our audit procedures in respect of reviewing
these confirmations but at the time of drafting this report no matters have been identified.

Accounting
practices

We have evaluated the appropriateness of the Pension Fund's accounting policies, accounting estimates and
financial statement disclosures. Our review found no material omissions in the financial statements.
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2. Financial Statements:
other communication requirements

Issue

Commentary

Going concern

Our responsibility

As auditors, we are required to “obtain
sufficient appropriate audit evidence
about the appropriateness of
managements use of the going
concern assumption in the
preparation and presentation of the
financial statements and to conclude
whetherthere is o material
uncertainty about the entity's ability
to continue as a geing concern” (ISA

(UK) 570).

In performing our work on going concern, we have had reference to Statement of Recommended Practice - Practice
Note 10: Audit of financial statements of public sector bodies in the United Kingdom (Revised 2020). The Financial
Reporting Council recognises that for particular sectors, it may be necessary to clarify how auditing standards are
applied to an entity in a manner that is relevant and provides useful information to the users of financial statements in
that sector. Practice Note 10 provides that clarification for audits of public sector bodies.

Practice Note 10 sets out the following key principles for the consideration of going concern for public sector entities:

* the use of the going concern basis of accounting is not a matter of significant focus of the auditor’s time and
resources because the applicable financial reporting frameworks envisage that the going concern basis for
accounting will apply where the entity’s services will continue to be delivered by the public sector. In such cases, a
material uncertainty related to going concern is unlikely to exist, and so a straightforward and standardised
approach for the consideration of going concern will often be appropriate for public sector entities (@0]

* for many public sector entities, the financial sustainability of the reporting entity and the services it provides is more B
likely to be of significant public interest than the application of the going concern basis of accounting.

Practice Note 10 states that if the financial reporting framework provides for the adoption of the going concern basis of
accounting on the basis of the anticipated continuation of the provision of a service in the future, the auditor applies the
continued provision of service approach set out in Practice Note 10. The financial reporting framework adopted by the
Pension Fund meets this criteria, and so we have applied the continued provision of service approach. In doing so, we
have considered and evaluated:

* the nature of the Pension Fund and the environment in which it operates

* the Pension Fund's financial reporting framework

* the Pension Fund's system of internal control for identifying events or conditions relevant to going concern

* management’s going concern assessment.

On the basis of this work, we have obtained 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.

© Grant Thornton UK LLP.
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2. Financial Statements:
other responsibilities under the Code

Issue Commentary

Other information The Pension Fund’s accounts form part of the Council’s financial statements. We are required to read any other
information published alongside the Council’s financial statements to check that it is consistent with the Pension
Fund financial statements on which we give an opinion and is consistent with our knowledge of the Authority. We
will provide the comment once we have completed our work on the Administering Authority’s accounts.

Matters on which We are required to give a separate opinion for the Pension Fund Annual Report on whether the financial
we report by statements included therein are consistent with the audited financial statements. We propose to issue our 00)
exception ‘consistency’ opinion on the Pension Funds Annual Report once we have completed our work on the Administering ol

Authority’s accounts.

© Grant Thornton UK LLP. 16



3. Independence and

We confirm that there are no significant facts or matters that impact on our independence
as auditors that we are required or wish to draw to your attention and consider that an
objective reasonable and informed third party would take the same view. We have complied
with the Financial Reporting Council's Ethical Standard and confirm that we, as a firm, and
each covered person, are independent and are able to express an objective opinion on the
financial statements

Further, we have complied with the requirements of the National Audit Office’s Auditor
Guidance Note Ot issued in May 2020 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed in Appendix E.

© Grant Thornton UK LLP.
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ethics

Transparency

Grant Thornton publishes an annual Transparency Report, which sets out details of the
action we have taken over the past year to improve audit quality as well as the results of
internal and external quality inspections. For more details see Grant Thornton International
Transparency report 2023.

98


https://www.grantthornton.global/globalassets/1.-member-firms/global/grant-thornton-international-ltd-transparency-report-may-2023.pdf
https://www.grantthornton.global/globalassets/1.-member-firms/global/grant-thornton-international-ltd-transparency-report-may-2023.pdf
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3. Independence and ethics

Audit and non-audit services

The following audit services were identified which were charged in the current financial year, as well as the threats to our independence and safeguards that have been applied to mitigate
these threats. Note that fees for IAS 19 letters for employer body auditors were classed as non-audit fees prior to 2022/23. The National Audit Office have confirmed that the provision of IAS 19
assurances should be considered work undertaken under the Code of Audit Practice for 2022/23 onwards.

Service Fees £ Threats identified Safeguards

Audit related

IAS 19 Assurance letters for 19200 Self-interest (because Fees for IAS 19 letters for employer body auditors were classed as non-audit fees prior to 2022/23. The National Audit fos)
Admitted bodies this is a recurring fee) Office have confirmed that the provision of IAS 19 assurances to auditors of local government and NHS bodies should ~
be considered work undertaken under the Code of Audit Practice for 2022/23 onwards.

Provision of IAS 19 assurances to auditors of any other type of entity remains non-Code work. There is fixed charge of
£6 000 and 12 IAS 19 letters at £1100 per response.

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee
proposed for this work of £19,200 in comparison to the total fee for the audit of £38,193 and in particular relative to
Grant Thornton UK LLP’s turnover overall is low. Further, it is a fixed fee and there is no contingent element to it. These
factors all mitigate the perceived self-interest threat to an acceptable level.

These services are consistent with the Pension Fund’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Corporate Governance Committee.
None of the services provided are subject to contingent fees.

© Grant Thornton UK LLP. 18
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3. Independence and ethics

As part of our assessment of our independence we note the following matters:

Matter Conclusion

Relationships with Grant Thornton We are not aware of any relationships between Grant Thornton and the Pension Fund that may reasonably be thought to bear
on our integrity, independence and objectivity.

Relationships and Investments held by individuals We have not identified any potential issues in respect of personal relationships with the Pension Fund held by individuals.
Employment of Grant Thornton staff We are not aware of any former Grant Thornton partners or staff being employed, or holding discussions in respect of
employment, by the Pension Fund as a director or in a senior management role covering financial, accounting or control related
areas.
Business relationships We have not identified any business relationships between Grant Thornton and the Pension Fund.
o8]
oo
Contingent fees in relation to non-audit services No contingent fee arrangements are in place for non-audit services provided.
Gifts and hospitality We have not identified any gifts or hospitality provided to, or received from, a member of the Corporate Governance

Committee, Pensions Board, senior management or staff that would exceed the threshold set in the Ethical Standard.

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention and consider that an objective
reasonable and informed third party would take the same view. The firm and each covered person have complied with the Financial Reporting Council’s Ethical Standard and confirm that we
are independent and are able to express an objective opinion on the financial statements

© Grant Thornton UK LLP.
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Appendices

Communication of audit matters to those charged with governance

Action plan - Audit of Financial Statements

Follow up of prior year recommendations

Audit Adjustments

68

Fees and non-audit services
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Auditing developments
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A.Communication of audit matters to those
charged with governance

Audit Audit

Our communication plan Plan  Findings

Respective responsibilities of auditor and management/those
charged with governance

Overview of the planned scope and timing of the audit, form,
timing and expected general content of communications °
including significant risks

Confirmation of independence and objectivity ° °

A statement that we have complied with relevant ethical
requirements regarding independence. Relationships and other
matters which might be thought to bear on independence. Details
of non-audit work performed by Grant Thornton UK LLP and
network firms, together with fees charged. Details of safeguards
applied to threats to independence

Significant findings from the audit °

Significant matters and issue arising during the audit and written
representations that have been sought

Significant difficulties encountered during the audit °

Significant deficiencies in internal control identified during the
audit

Significant matters arising in connection with related parties °

Identification or suspicion of fraud involving management and/or
which results in material misstatement of the financial statements

Non-compliance with laws and regulations o

Unadjusted misstatements and material disclosure omissions °

Expected modifications to the auditor's report, or emphasis of
matter

© Grant Thornton UK LLP.

ISA (UK] 260, as well as other ISAs (UK], prescribe matters which we are required to
communicate with those charged with governance, and which we set out in the table here.

This document, the Audit Findings, outlines those key issues, findings and other matters
arising from the audit, which we consider should be communicated in writing rather than
orally, together with an explanation as to how these have been resolved.

Respective responsibilities

As auditor we are responsible for performing the audit in accordance with I1SAs (UK), which
is directed towards forming and expressing an opinion on the financial statements that
have been prepared by management with the oversight of those charged with
governance. (o]
The audit of the financial statements does not relieve management or those charged with o
governance of their responsibilities.

Distribution of this Audit Findings Report

Whilst we seek to ensure our audit findings are distributed to those individuals charged
with governance, we are also required to distribute our findings to those members of
senior management with significant operational and strategic responsibilities. We are
grateful for your specific consideration and onward distribution of our report to all those
charged with governance.

21



Commercial in confidence

B. Action Plan - Audit of Financial Statements

We have not identified any new recommendations for the Pension Fund at this time as a result of issues identified during the course of our 2022/23 audit. We have rolled
forward one recommendation from last year in respect journals below £20 000 not being authorised. We recommend automated preventative segregation of duty controls

are builtinto the finance system to prevent transactions being entered and approved by the same user. All journals should be approved by a separate individual regardless
of journal value.

16
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C. Follow up of prior year recommendations

We identified the following issues in the audit of Leicestershire County Council Pension Fund's 2021/22 financial statements, which resulted in five recommendations being
reported in our 2021/22 Audit Findings Report. We have followed up on the implementation of our recommendations. Three recommendations have been fully addressed
and one recommendation not addressed and one partially addressed. Regards our recommendation in respect of IT security covered the Administering Authority with some
elements related to Oracle linked to the Pension Fund. We are still awaiting the final report from IT to complete their testing to determine if the IT recommendation has been

resolved.
Assessment

Issue and risk previously communicated

Update on actions taken to address the issue

v

Journal controls-senior officers of the corporate finance team

Senior officers have access privileges built into the financial system
which allow them to be able to enter journals. As senior officers, this
privilege is deemed incompatible with the role, and is an enabler of
management override of control.

In our journal entry testing, there were no journals processed by senior officers.

Journal controls-lack of segregation of duties

The journal entries process does not require approval for entering
journals below £20 000. Failure to have a separate prepare and
approver for journals could promote fraudulent financial reporting
though we note this would require the entering of multiple journal
entries below £20 000 for the impact to be material. We note that
journal entries entered during the year which were below £20 000 had
a combined value which was below £1m hence having a low risk of
material misstatement.

We noted that journals below £20 000 have a combined value of £22m were not
approved/ authorized. We also note that for such journals access is restricted to
specific officers in the central technical accounting team only.

6

Assessment

v’ Action completed
X Not yet addressed

© Grant Thornton UK LLP.
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C. Follow up of prior year recommendations

Assessment Issue and risk previously communicated Update on actions taken to address the issue
v No evidence of review of assumptions used in the valuation of the Management have utilized internal qualified property valuer to review the
Pension Fund’s direct property portfolio valuations.

Colliers Capital is engaged by the Pension Fund as an expert to value
the Pension Fund’s direct property portfolio. As part of this valuation
exercise, Colliers provides the Pension Fund with assumptions to be
used in valuing the portfolio. However, as part of the audit we were not
provided with evidence of review by the Pension Fund of the
assumptions used in the valuation process.

Lack of review of these assumptions could result in errors going
undetected. Further, lack of review does not evidence that the Pension
Fund is taking ownership of the services being provided by the expert
by the expert noting that the values provided will be reported by the
Pension Fund in the financial statements

€6

X Internal controls reports and bridging letters From our testing we note some investment managers have issued control reports

Fund officers regularly review services provided by Investment with the exception of KKR and JP Morgan service organisation reports.

Managers and other service providers. As part of this monitoring
exercise, management are delegated the task of reviewing investment
manager control reports. As part of the audit, we were not provided
with the below service organization reports:

-KKR &Co
-Catapult Ventures

Matters that could potentially contradict the accuracy of services
provided with specific regard to the valuation of investments could go
unnoticed where these reports are not reviewed.

Assessment

v’ Action completed
X Not yet addressed

© Grant Thornton UK LLP. oL
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C. Follow up of prior year recommendations

Assessment Issue and risk previously communicated Update on actions taken to address the issue

v We identified a number of controls issues in security and access of No such instances were noted in our testing
Leicestershire County Council’s IT systems that is, Oracle Fusion and
Active Directory:

- we noted that there was inadequate control over third party users
assigned privileged access to Oracle Identify Cloud Service.

- We noted weak password configuration settings for Oracle Fusion.

- We noted inadequate controls over batch job managementin
Oracle Fusion

v6

Assessment
v’ Action completed
X Not yet addressed

© Grant Thornton UK LLP. 25
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D. Audit Adjustments

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

Impact of adjusted misstatements
No adjusting misstatements have been identified.

Misclassification and disclosure changes

Disclosure Auditor’s findings Adjusted?

Investment property The code requires that the gross rental income and Yes
gross direct operating expenses (including repairs
and maintenance) arising from investment
property be disclosed in the notes. Management
has disclosed the net amount in note 11.

Audit fees Agreed audit fees disclosed in the SOA were Yes
disclosed as £36,793 when the agreed fees is
£567,393 Management has agreed to amend the
accounts.

G6

Key management personnel The contribution rate used was 27.3% instead of Yes
28.30%. Management has updated  the
contributions payable by the key management
personnel using the correct rate

© Grant Thornton UK LLP. 26
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D. Audit Adjustments continued

Impact of unadjusted misstatements

The table below provides details of adjustments identified during the 2022/23 audit which have not been made within the final set of financial statements. The Pensions Committee is required
to approve management's proposed treatment of all items recorded within the table below.

Pension Fund Account Impact on total net assets Reason for
Detail £°000 Net Asset Statement £’ 000 £°000 not adjusting
Differences identified between the (10,593) 10,593 10,593  Not material quantitatively or
value of investments disclosed in the qualitatively.
financial statements where some of
the values are estimates at 31 March
2023 and the valuation statements
received from the third party
investment managers.
Overall impact (10,593) 10,693 10,693

96

Impact of prior year unadjusted misstatements
The table below provides details of adjustments identified during the prior year audit which had not been made within the final set of 2021/22 financial statements.

Pension Fund Account Impact on total net assets Reason for
Detail £°000 Net Asset Statement £° 000 £°000 not adjusting

Differences identified between the value of [7,951] 7,951 7,951 Not material.
investments disclosed in the financial

statements where some of the values are

estimates at 31 March 2022 and the valuation

statements received from the third party

investment managers. As assets are revalued

at 31 March 2023 there is no impact upon the

2022/23 financial statements.

Overall impact (7.951) 7,951 7,951

© Grant Thornton UK LLP. 27
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E. Fees and non-audit services

We confirm below our final fees charged for the audit and provision of non-audit services.

Audit fees Proposed fee £

Pension Fund Audit

Scale Fee 22,805
Investment valuation 2,188
ISA BLO 3,600
Impact of ISA 315 3,000
Work on triennial valuation member data * 5,000
Derivatives and other complex investments 1,100 3
Payroll-change of circumstances 500
Subtotal 38,193
IAS 19 Assurance letters for Admitted bodies 19,200
Total audit fees (excluding VAT) £57,393

© Grant Thornton UK LLP. 28
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F. Auditing developments

Revised ISAs
There are changes to the following ISA (UK):

ISA (UK) 315 (Revised July 2020) ‘Identifying and Assessing the Risks of Material Misstatement’

This impacts audits of financial statement for periods commencing on or after 15 December 2021.

ISA (UK) 220 (Revised July 2021) ‘Quality Management for an Audit of Financial Statements’

ISA (UK] 240 (Revised May 2021) ‘The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements

A summary of the impact of the key changes on various aspects of the audit is included below:

These changes will impact audit for audits of financial statement for periods commencing on or after 15 December 2022.

Area of change Impact of changes

Risk assessment The nature, timing and extent of audit procedures performed in support of the audit opinion may change due to clarification of:
* the risk assessment process, which provides the basis for the assessment of the risks of material misstatement and the design of audit procedures
* the identification and extent of work effort needed for indirect and direct controls in the system of internal control
* the controls for which design and implementation needs to be assess and how that impacts sampling

* the considerations for using automated tools and techniques. (@)
o
Direction, supervision and Greater responsibilities, audit procedures and actions are assigned directly to the engagement partner, resulting in increased involvement in the
review of the engagement performance and review of audit procedures.
Professional scepticism The design, nature, timing and extent of audit procedures performed in support of the audit opinion may change due to:

* increased emphasis on the exercise of professional judgement and professional scepticism

* anequal focus on both corroborative and contradictory information obtained and used in generating audit evidence
* increased guidance on management and auditor bias

* additional focus on the authenticity of information used as audit evidence

* afocus on response to inquiries that appear implausible

Definition of engagement The definition of engagement team when applied in a group audit, will include both the group auditors and the component auditors. The implications of this
team will become clearer when the auditing standard governing special considerations for group audits is finalised. In the interim, the expectation is that this will
extend a number of requirements in the standard directed at the ‘engagement team’ to component auditors in addition to the group auditor.
* Consideration is also being given to the potential impacts on confidentiality and independence.

Fraud The design, nature timing and extent of audit procedures performed in support of the audit opinion may change due to:
* clarification of the requirements relating to understanding fraud risk factors
* additional communications with management or those charged with governance

Documentation The amendments to these auditing standards will also result in additional documentation requirements to demonstrate how these requirements have been
addressed.

© Grant Thornton UK LLP. 29
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APPENDIX C Leicestershire

County Council

Grant Thornton UK LLP
17" Floor,

103 Colmore Row,
Birmingham

B3 3AG

20" May 2024

Dear Grant Thornton

Leicestershire County Council
Financial Statements for the year ended 31 March 2023

This representation letter is provided in connection with the audit of the financial statements of Leicestershire
County Council for the year ended 31 March 2023 for the purpose ofexpressing an opinion as to whetherthe
Council’s financial statements give a true and fair view in accordance with International Financial Reporting
Standards and the CIPFAILASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2022/23 and applicable law.We confirm thatto the bestof our knowledge and beliefhaving made such inquiries
as we considered necessaryfor the purpose ofappropriatelyinforming ourselves:

Financial Statements

i We have fulfilled ourresponsibilities for the preparation ofthe Council’s financial statementsin
accordance with International Financial Reporting Standards and the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23 ("the Code"); in particular the
financial statements are fairly presented in accordance therewith.

ii. We have complied with the requirements of all statutory directions affecting the Council and these
matters have been appropriatelyreflected and disclosed in the financial statements.

iil. The Council has complied with all aspects of contractual agreements thatcould have a material effect
on the Council’s financial statements in the event of non-compliance. There has been no non-
compliance with requirements of any regulatory authorities thatcould have a material effect on the
financial statementsin the event of non-compliance.

iv. We acknowledge ourresponsibilityfor the design, implementation and maintenance ofinternal control
to prevent and detect fraud.

V. Significantassumptions used byus in making accounting estimates, including those measured atfair
value, are reasonable. We are satisfied thatthe material judgements used in the preparation ofthe
financial statements are soundlybased, in accordance with the Code and adequately disclosed in the
financial statements. We understand our responsibilities includes identifying and considering
alternative, methods, assumptions or source data thatwould be equally valid under the financial
reporting framework, and why these alternatives were rejected in favour of the estimate used. We are
satisfied thatthe methods, the data and the significantassumptions used byus in making accounting
estimates and theirrelated disclosures are appropriate to achieve recognition, measurementor

Corporate Resources

Leicestershire County Council, County Hall, Glenfield, Leicestershire LE3 8RB
Email: resources@leics.gov.uk

Declan Keegan, Director of Corporate Resources

www.leics.gov.uk
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disclosure thatis reasonable in accordance with the Code and adequatelydisclosed in the financial
statements.

We confirm that we are satisfied thatthe actuarial assumptions underlying the valuation of pension
scheme assets and liabilities for IAS19 Employee Benefits disclosures are consistentwith our
knowledge. We confirm that all settlements and curtailments have been identified and properly
accounted for. We also confirm that all significant post-employmentbenefits have been identified and
properly accounted for.

The prior period adjustments disclosed in Note 8 to the financial stateme nts are accurate and
complete. There are no other prior period errors to bring to your attention.

We have considered whether accounting transactions have complied with the requirements ofthe
Local GovernmentHousing Act 1989 in respectof the Housing Revenue Account ring-fence.

Except as disclosed in the Council’s financial statements:
a. there are no unrecorded liabilities, actual or contingent
b. noneofthe assets ofthe Council has been assigned, pledged or mortgaged

c. there are no material prior year charges or credits, nor exceptional or non-recurring items
requiring separate disclosure.

Related party relationships and transactions have been appropriatelyaccounted for and disclosed in
accordance with the requirements of International Financial Reporting Standards and the Code.

All events subsequentto the date of the financial statements and for which International Financial
Reporting Standards and the Code require adjustmentor disclosure have been adjusted or disclosed.

We have considered the adjusted misstatements, and misclassification and disclosures changes
schedulesincluded in your Audit Findings Report. The Council’s financial statements have been
amended for these misstatements, misclassifications and disclosure changes and are free of material
misstatements, including omissions.

We have considered the unadjusted misstatements schedule, including disclosures included in your
Audit Findings Report. We have not adjusted the financial statements for these misstatements brought
to our attention as they are immaterial to the results ofthe Council. The financial statements are free
of material misstatements, including omissions.

Actual or possible litigation and claims have been accounted for and disclosed in accordance with the
requirements of International Financial Reporting Standards.

We have no plans orintentions that may materiallyalter the carrying value or classification ofassets
and liabilities reflected in the financial statements.

We have updated our going concern assessment. We continue to believe that the Council’s financial
statements should be prepared on a going concern basis and have notidentified any material
uncertainties related to going concern on the grounds that:

a. the nature of the Council means that, notwithstanding anyintention to cease the Council
operations in their currentform, it will continue to be appropriate to adoptthe going concern
basis ofaccounting because, in such an event, services it performs can be expected to
continue to be delivered by related public authorities and preparing the financial statements
on a going concern basis will still provide a faithful representation ofthe items in the financial
statements

b. the financial reporting framework permits the entry to prepare its financial statements on the
basis ofthe presumption setoutunder a) above; and

c. the Council’s system ofinternal control has not identified any events or conditions relevantto
going concern.

We believe that no further disclosuresrelating to the Council's abilityto continue as a going concern
need to be made in the financial statements



XVii.

XViii.

a.

102

We have considered whetherthe Council is required to reflect a liabilityin respectof equal pay claims
within its financial statements. We confirm that we are satisfied thatno liability needs to be recognised
on the grounds that:

The Hay Job Evaluation system (which is used across jobs in the Council’s main paygrade
structure) continues to ensure that there is no significantdiscrimination in basic pay. This
provides significantreassurance that Leicestershire County Council provides fair pay and reward
to Councilemployees.

We conduct an equal pay auditevery three years.

We have undertaken a review of all operational Council buildings forinstances of reinforced
autoclaved aerated concrete (RAAC) and can reportthat there are no cases of RAAC discovered
within any of our maintained schools. However, RAAC was discovered in one vacant office location
which has been mitigated following advice from specialistadvisors and does notpresentany
significantfinancial liabilities.

Information Provided

Xi X.

XX

XXi.

XXil.

XXiii.

XXV,

XXV.

XXVi.

XXVii.

We have provided you with:

a. accesstoallinformation ofwhich we are aware that is relevant to the preparation ofthe
Council’s financial statements such as records, documentation and other matters;

b. additionalinformation thatyou have requested from us for the purpose ofyour audit; and

c. accesstopersons withinthe Council viaremote arrangements,from whom you determined it
necessaryto obtain audit evidence.

We have communicated to you all deficiencies in internal control of which managementis aware.

All transactions have been recorded in the accounting records and are reflected in the financial
statements.

We have disclosed to you the results of our assessmentofthe risk that the financial statements m ay
be materiallymisstated as a resultoffraud.

We have disclosed to you allinformation in relation to fraud or suspected fraud thatwe are aware of
and that affects the Council,and involves:

a. management;
b. employees who have significantroles ininternal control; or

c. others where the fraud could have a material effect on the financial statements.

We have disclosedto you allinformationinrelation to allegations offraud, or suspected fraud,
affecting the financial statements communicated byemployees, formeremployees, analysts,
regulators or others.

We have disclosed to you all known instances of non-compliance or suspected non-compliance with
laws and regulations whose effects should be considered when preparing financial statements.

We have disclosed to you the identity of the Council's related parties and all the related party
relationships and transactions of which we are aware.

We have disclosed to you all known actual or possible litigation and claims whose effects should be
considered when preparing the financial statements.

Annual Governance Statement

XXViii.

We are satisfied thatthe Annual Governance Statement (AGS) fairly reflects the Council's risk
assurance and governance framework and we confirm that we are not aware of any significantrisks
that are not disclosed within the AGS.
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Narrative Report

XXi X. The disclosures within the Narrative Reportfairly reflect our understanding ofthe Council's financial
and operating performance over the period covered by the financial statements.

Approval

The approval of this letter of representation was minuted bythe Council’s Corporate Governance Committee at
its meeting on 20 May 2024.

Yours faithfully

Signed on behalf of the Council
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APPENDIX D

Leicestershire
County Council

Grant Thornton UK LLP

17th floor, 103 Colmore Row
Birmingham

B3 3AG

20 May 2024

Dear Sirs

Leicestershire County Council Pension Fund
Fnancial Statements for the year ended 31 March 2023

This representation letter is provided in connection with the audit of the financial statements of
Leicestershire County Council Pension Fund for the year ended 31 March 2023 for the purpose of
expressing an opinion as to whetherthe financial statements give atrue and fair view in accordance with
International Financial Reporting Standards and the CIPFAILASAAC Code of Practice on Local Authority
Accounting inthe United Kingdom 2022/23 and applicable law.

We confirm that to the bestof our knowledge and beliefhaving made such inquiries as we considered
necessaryforthe purpose of appropriatelyinforming ourselves:

Fnancial Statements

i We have fulfilled our responsibhilities for the preparation of the Fund’s financial statements in
accordance with International Financial Reporting Standards and the CIPFA/ILASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23 ("the Code"); in particular
the financial statements are fairly presented in accordance therewith.

ii. We have complied with the requirements of all statutory directions affecting the Fund and these
matters have been appropriatelyreflected and disclosed in the financial statements.

iii. The Fund has complied with all aspects of contractual agreements that could have a material
effect on the financial statements in the event of non-compliance. There has been no non-
compliance with requirements of any regulatory authorities that could have a material effect on
the financial statementsin the event of non-compliance.

iv. We acknowledge our responsibility for the design, implementation and maintenance of intemal
controlto prevent and detect fraud.

V. Significant assumptions used by us in making accounting estimates, including those measured
at fair value, are reasonable. Such accounting estimates include fairvalue determination for
investments held by the fund. We are satisfied that the material judgements used in the
preparation of the financial statements are soundly based, in accordance with the Code and
adequatelydisclosed in the financial statements. We are satisfied thatthe methods, the data and
the significant assumptions used by us in making accounting estimates and their related
disclosures are appropriate to achieve recognition, measurementor disclosurethatis reasonable
in accordance with the Code and adequatelydisclosed in the financial statements.

Vi. Except as disclosed in the financial statements:
a. there are no unrecorded liabilities, actual or contingent
b. noneofthe assets ofthe Fund has been assigned, pledged or mortgaged

c. there are no material prior year charges or credits, nor exceptional or non-recurring
items requiring separate disclosure.
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Vii. Related party relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of International Financial Reporting Standards
andthe Code.

Viii. All events subsequentto the date ofthe financial statements and for which International Financial
Reporting Standards and the Code require adjustment or disclosure have been adjusted or
disclosed.

iX. We have considered the unadjusted misstatements schedule included in your Audit Findings
Report and attached. We have not adjusted the financial statements for these misstatements
broughtto our attention as they are immaterial to the results ofthe Fund and its financial position
atthe year-end. The financial statements are free of material misstatements, including omissions.

X. Actual or possible litigation and claims have been accounted for and disclosed in accordance
with the requirements of International Financial Reporting Standards.

Xi. We have no plans or intentions that may materially alter the carrying value or classification of
assets and liabilities reflected in the financial statements.

Xii. We have updated our going concern assessment. We continue to believe that the Fund's
financial statements should be prepared on a going concern basis and have notidentified any
material uncertainties related to going concern on the grounds thatthat :

a. the nature of the Fund means that, notwithstanding anyintention to liquidate the Fund
or cease its operations in their current form, it will continue to be appropriate to adopt
the going concern basis ofaccounting because, in such an event, services it performs
can be expected to continue to be delivered by related public authorities and preparing
the financial statements on a going concern basis will still provide a faithful
representation ofthe items in the financial statements

b. the financial reporting framework permits the entryto prepare its financial statements
on the basis ofthe presumption setoutundera) above; and

c. the Fund’s system ofinternal control has notidentified anyevents or conditions relevant
to going concern.

We believe thatno further disclosures relating to the Fund's abilityto continue as a going concem
needto be made in the financial statements.
Information Provided
Xii. We have provided you with:

a. access toallinformation of which we are aware that is relevantto the preparation ofthe
financial statements such as records, documentation and other matters;

b. additional information that you have requested from us for the purpose of your audit;
and

c. access topersonswithin the Fund via remote arrangements from whom you determined
it necessaryto obtain auditevidence.

XiV. We have communicated to you all deficiencies in internal control of which managementis aware.

XV. All transactions have been recorded in the accounting records and are reflected in the financial
statements.

XVi. We have disclosed toyou the results of our assessmentofthe risk that the financial statements
may be materiallymisstated as aresultoffraud.

XVii. We have disclosed to you all information in relationto fraud or suspected fraud thatwe are aware
of and that affects the Fund, and involves:
a. management;

b. employees who have significantroles in internal control; or



106 Commercial in confidence

APPENDIX D

c. others where the fraud could have a material effect on the financial statements.

XViii. We have disclosed to you all information in relation to allegations of fraud, or suspected fraud,
affecting the financial statements communicated by employees, former employees, analysts,
regulators orothers.

XiX. We have disclosed to you all known instances of non-compliance or suspected non-compliance
with laws and regulations whose effects should be considered when preparing financial
statements.

XX. There have been no communications with The Pensions Regulator or other regulatory bodies

during the year or subsequentlyconcerning matters of non-compliance with any legal duty.

XXi. We are not aware of any reports having been made to The Pensions Regulator by any of our
advisors.
XXii. We have disclosedto you the identity of the Fund's related parties and all the related party

relationships and transactions of which we are aware.

XXiii. We have disclosedto you all known actual or possible litigationand claims whose effects should
be considered when preparing the financial statements.

Approval

The approval of this letter of representation was minuted by Leicestershire County Councils Corporate
Governance Committee atits meeting on 20 May 2024.

Yours faithfully

Signed on behalf of the Fund
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Leicestershire
County Council

Annual Governance Statement (AGS) 2022-23

1.

Introduction

Leicestershire County Council (the Council) is responsible for ensuring that its business is conducted in
accordance with prevailing legislation, regulation and government guidance and that proper standards of
stewardship, conduct, probity, and professional competence are set and adhered to by all those representing
and working for and with the Council. This ensures thatthe services provided to the people of Leicestershireare
properly administered and delivered economically, efficiently, and effectively. In discharging this responsibility,
the Council must have in place a solid foundation of good governance and sound financial management.

Regulations 6 (1) (a) and (b) of the Accounts and Audit Regulations 2015 requireeach English local authority to
conduct a review, at least once a year, of the effectiveness of its system of internal control and approve an
annual governancestatement (AGS), prepared inaccordancewith proper practices in relation tointernal control.
The preparation and publication of an AGS, in accordance with the CIPFA/SOLACE ‘Delivering Good Governance
in Local Government: Framework’ (2016), fulfils the statutory requirement of the Accounts and Audit
Regulations. The AGS encompasses the governance system that appliedin both the Authority and any significant
group entities (e.g. ESPO, EMSS) duringthe financialyear beingreported.

What is Corporate Governance?

Corporate Governance is defined as how organisations ensure that they are doing the right things, in the right
way, for the rightpeople ina timely, inclusive, open, honest, and accountable manner. The Council’s governance
framework comprises the systems and processes, cultures, and values by which the Council is directed and
controlled. It enables the Council to monitor the achievement of its strategic objectives and to consider whether
those objectives have led to the delivery of appropriateservices and value for money.

The Chartered Institute of Public Finance and Accountancy (CIPFA) ‘Delivering Good Governance in Local

Government; Framework (2016)’ sets the standard for local authority governance in the UK and the Council is
committed to the principles of good corporate governance contained in the Framework.

The Council has developed, adopted, and continued to maintain a Local Code of Corporate Governance which sets
out the way the Council meets the principles outlined in the Framework. The Code can be found on the LCC
internet.

Leicestershire’s Vision and Outcomes

The County Council’s Annual Delivery Report and Performance Compendium 2022 is part of the Council’s policy
framework and, as such, required the approval of the full County Council atits meeting on 7 December 2022. The
documents provide performance data which will help the Council andits partners to ensure services continue to
meet standards, providevaluefor money andthat outcomes are beingachieved for local people. Itis bestpractice
in performance management, and part of the Council’s Internal Governance Framework, to underta ke a review of
overall progress at the end of the year and to benchmark performance againstcomparableauthorities. Itis also
good practiceto produce anannual performance report and ensure that itis scrutinised, transparent,and made
publiclyavailable.

The Annual Delivery Report described delivery, progress with implementing agreed plans and strategies, and
achievements over the previous 12 months. It largely focused on performance against County Council priorities
for community outcomes as setoutinits Strategic Plan 2022-26and other main servicestrategies. The Report also
included information on the financial sustainability and the emergent implications for service demand and


https://www.leicestershire.gov.uk/about-the-council/how-the-council-works/leader-and-cabinet/corporate-governance
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outcomes. The Performance Compendium outlined the inequity in national fundingand the Council’s Fair Funding
proposals,transformation requirements and national and local service pressures, as well as detailed comparative
performance metrics.

The Strategic Plan (2022-26), approved by the County Council on 18 May 2022, provides an important strategic
planning framework for the Council which aims to ensurethatall service plans and strategies contribute to delivery

of the Council’s vision for Leicestershire. It has the followingfive priority outcome themes: -

Strong Economy,
Transport &
Infrastructure

Improving
Opportunities

Our Vision:
An inclusive county in which active communities, great connections and
greener living enables everyone to prosper, be happy and healthy.

Keeping People
Safe & Well

Great Communities

Clean, Green Future

Leicestershirehasa
productive, inclusive, and
sustainable economy and
infrastructure which
meets the demands of a
growing population and
economy.

Every childgets the best
startforlife withaccess
to a good quality
education andeveryone
has the opportunities
they need to

fulfil their potential

The people of
Leicestershireare
safeand
protected from
harmand havethe
opportunitiesand
supportthey need

Leicestershire has
thriving, inclusive
communitiesin
which people support
each other and
participateinservice
design and

The environmentis
protected and enhanced,
and we

tackle climate change,
biodiversityloss and
unsustainable resource
usage

to delivery
take control of their
health and

wellbeing

What the Annual Governance Statement Tells You

The AGS reports on the extent to which the Council has met the requirements of the Local Code of Corporate
Governance and the controls ithasin placeto manage! risks of failurein deliveringits outcomes. The main aim of
the AGS is to providethe reader with confidence that the Council has an effective system of internal control that
manages risks toareasonablelevel.

The 2022/23 AGS has been constructed by undertaking: -

e A review of the effectiveness of the system of internal control

e Reviewing other forms of assurance

e Action taken on governance issues reportedinthe 2021/22 AGS
e Significantgovernanceissues arisingduring2022/23

e Future challenges

Review of Effectiveness of the System of Internal Control

To ensure the 2022/23 AGS presents an accurate picture of governance arrangements for the whole Council,
each Director was required to complete a ‘self-assessment’, which provided details of the measures in place
within their department to ensure conformance (or otherwise) with the seven core principles of the Local
Code of Corporate Governance.

A senior officers group meets to review the compilation of the AGS. The group comprises

. Director of Law & Governance (the Council’s Statutory Monitoring Officer)

. Director of Corporate Resources (the Council’s Statutory Chief Financial Officer)
. Head of Democratic Services

. Assistant Chief Executive

LIt cannoteliminateall risk of failureto achieve policies, aims and objectives and can therefore only provide reasonable
and not absoluteassurance of effectiveness.
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° AssistantDirector —Assistant Director Finance, Strategic Property & Commissioning
o Assistant Director — Corporate Services
. Head of Internal Audit & AssuranceService

The group has determined that progressingareas identified for development, should be the responsibility of
designated Directors and Heads of Service during 2022/23. A review of progressing the implementation of
previous years planned developments will be undertaken. Any previous year’s developments that were not
carried forward into 2022/23 or reported through the Corporate Risk Register process will continue to be
monitored.

Other Forms of Assurance

The Framework provides examples of policies, systems, and processes that an authority should havein place.
Using this guidance, the Council can provide assurance that it has effective governance arrangements. The
Council has anapproved Local Code of Corporate Governance, and this provides examples of good governance
inpractice.

The Control Environment of Leicestershire County Council

The Council’s Constitution includes Finance and Contract Procedure Rules, a general Scheme of Delegation to
Chief Officers. These translateinto key operational internal controls such as: control of access to systems, offices,
and assets; segregation of duties; reconciliation of records and accounts; decisions and transactions authorised
by nominated officers; and production of suitable financial and operational management information. These
controls demonstrate governance structures in placethroughout the Council.

Internal Audit Service

The Council’s Head of Internal Audit & Assurance Service (HolAS) ensures that internal audit arrangements
conform to the requirements of the Public Sector Internal AuditStandards (the PSIAS) revisedin 2017 . The PSIAS
require an external quality assessmentevery 5 years and the next is planned for the Springof 2024.The HolAS
also conforms to the governance requirements and core responsibilities of the CIPFA Statement on the Role of
the Head of Internal Auditin Public Service Organisations (2019).

The HolAS works with the Corporate Management Team to give advice and promote good governance
throughout the organisation. The HolAS leads and directs the Internal Audit Service (I1AS) so that itmakes a full
contribution to and meets the needs of the Authority and external stakeholders, escalating any concerns and
givingassuranceon the Council’s control environment.

There is an Internal Audit Charter mandating the purpose, authority, and responsibility of the internal audit
activity. The Charter allows the HolAS to also beresponsible for the administration and development of, and
reporting on, the Council’s risk management framework. Whilst this does present a potential impairment to
independence and objectivity, the HolAS arranges for any reviews to be overseen by someone outside of the
internal audit activity. An independent risk management maturity health check was undertaken during the
autumn of 2018 and good progress continues to be made againstthe recommendations. The next review is
plannedinthe autumn of 2024.

To meet a PSIAS requirement to form an opinion on the overall adequacy and effectiveness of the Council’s
control environment i.e. its framework of governance, risk management and control, the HolAS arranges a risk-
based plan of audits ona six-monthly basis.

Internal Audit and Assurancereports often containrecommendations for improvements. The number, type
and importance of recommendations determines how the auditor reaches an opinion on the level of
assurancethatcan be given that controls areboth suitably designed and are being consistently applied, and
that material risks will likely not arise. The combined assessment of individual audit opinions and other
assurances gained throughout the year (e.g. involvement in governance groups, attendance at Committees,
evaluations of other assurance providers), facilitate the HolAS in forming the annual internal audit opinion
on the overall adequacy and effectiveness of the Council’s control environment. The HolAS presented his
annual reportto Corporate Governance Committee on 26 May 2023 and his opinionread:-

Whilst the IAS staff group encountered some long unplanned absences, there was considerably less
disruption from Covid-19, the benefit from pullingbackfrom academy provision was noticeableand overall
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the resource basewas atits strongest for a number of years.The HolAS considers there was sufficientinput
across the control environment to be able to give a full opinion. Assurance was supplemented by good
relationships with senior management and transparency over reporting significantgovernanceissues inthe
provisional draft Annual Governance Statement and providing detailed updates to risk positions in the
Corporate Risk Register. Three audits returning partial assuranceratings were reported to Committee during
the year and there were some minor fraud investigations, but management accepted and responded to
recommendations. Overall, reasonable assurance is given that the Council’s control environment has
remained adequate and effective.

Risk Management

The Corporate Governance Committee has a responsibility to ensure that an effective risk management
system is in place.Risk management is about identifyingand managing risks effectively, helping to improve
performance and aid decision makingrelating to the development of services and the transformation of the
wider organisation. Regular reports and presentations on specific strategic and corporaterisks to the Council
are provided to the Corporate Governance Committee.

The Council’s Risk Management Policy and Strategy (which provide the framework within which risks can be
managed) were reviewed, revised, and approved by the County Council in February 2023.

Overview and Scrutiny

The cross-party overview and scrutiny function monitors the County Council’s financial performance and
performance againsttargets in the Strategic Plan and other related plans on a regular basis. This work is
carried out by the Scrutiny Commission and five Overview and Scrutiny Committees which each has
responsibility for scrutiny of a particularservicearea of the Council.

The key areas of activity undertaken by the Scrutiny Commission and the five service-related Overview and
Scrutiny Committees duringthe year included: -

. Provisional Revenue and Capital Outturn 2021-22
. The budget andregular Medium Term Financial Strategy performance monitoring updates
. Annual Reports for 2021-22 on the Commercial Strategy, Corporate Complaints and Compliments,

Corporate Delivery and Performance Compendium, the work and performance of the Leicester and

Leicestershire Enterprise Partnership and East Midlands Shared Services.

. Leicestershire County Council Community Safety Strategy 2022-26

. Leicestershire Domestic Abuse Reduction Strategy 2022-25

. Corporate Asset Investment Fund Performance for 2021-22 and the Strategy for 2023 - 27
o Corporate Asset Management Plan2022-26

) SEND Services, SEND Transportand related FinancePressures

. School admissions

o Corporate Parenting

. Child Criminal Exploitation

. Learning Disability Employment Performance

. Commissioningand Procurement of Homecare Services and the Procurement of Community Life Choices
o Leicester, Leicestershireand Rutland Carers Strategy 2022-25

o Net Zero

° Tree Management and Water Management performance and challenges

. Healthy Child Programme

. Highways and Transport Cabinet Works Programme

. North and Eastern Melton Mowbray Distributor Road CostImplications

. Leicestershire Highway Design Guide Refresh

. Primary Health Care pressures post Covid-19

o Urgent and Emergency Care performance

o Cancer Performance

The challenge provided by the overview and scrutiny function has continued to be crucial in shaping Council
policy and helping to ensure the delivery of efficient, high-quality services. An annual report which
summarises the work undertaken during2022/23 will be published in summer 2023.
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Corporate Governance Committee

The Corporate Governance Committee is responsible for promoting and maintaining high standards of

corporate governance within the Council and receives reports and presentations that deal with issues that
are paramountto good governance.

With regard to the promotion and maintenance of high standards of conduct by members and co-opted
members withinthe County Council,the decisions and minutes of the Member Conduct Panel which meets
asrequired are availableon the internet.

The Monitoring Officer submits anannual reportto the Corporate Governance Committee on the operation
of the Members’ Code of Conduct and arrangements for dealing with complaints.

SinceJuly 2021 there have been eight complaints (relatingto six members) received by the Monitoring Officer
under the Members' Code of Conduct. These complaints were resolved as set out below:

. 3 complaints (2 inrelation to one member from the same complainant) were considered to be outside of
the scope of the Code;

. 2 complaints did not meet the threshold for further investigation as set outin the scope of the code of
conduct.

. 2 complaints were resolved informally.

. 1 complaint was considered by the Member Conduct Panel and was subject to an independent

investigation following which there was no further action in light of a finding that there had been no
breach of the Code.

During2022/23 the Committee has provided assurancethat: an adequate risk management framework is in
place; the Council’s performanceis properly monitored; and that there is proper oversight of the financial
reporting processes. The table below provides summary information of other key business considered by this
Committee during2022/23 to supportthe above.

e Quarterly Risk Management Updates and the Risk Management Policy & Strategy

e Indicative External Audit Plan and Audit Risk Assessment 2021/22), External Audit of Statement of
Accounts, Pension Fund Accounts and Annual Governance Statement 2021/22; External Audit Plan
2022/23

e Quarterly Treasury Management updates, Changes to Annual Investment Strategy to add to list of
Acceptable Investments, Treasury Management Strategy Statement and Annual Investment Strategy
2023/24

e Proposed amendments to the Contract Procedure Rules, and contract exceptions for the period 1 July
2021 to 30June 2022

e Internal AuditServiceprogress reports including status of High Importance recommendations; planning
for an External Quality Assessment

e East Midlands Shared Service— Internal Audit work undertaken by Nottingham City Council

e local Code of Corporate Governance

e Governance Arrangements for External Bodies

e Government driven developments inlocal (external)auditarrangements and update reports

e Revised Members’ Planning Code of Good Practice.

e CIPFAFinancial Management Code 2021/22

e CIPFA Audit Committee Guidance

e Annual Reports:

o Treasury Management Annual Report 2021/22

Internal AuditService Annual Report 2021/22 includingan opinion on the control environment

Annual Report on the Operation of the Members’ Code of Conduct 2021/22

Clinical Governance Annual Report 2021/22

Local Government and Social Care Ombudsman Annual Review 2021/22 and Update on

Corporate Complaints and Freedom of Information Requests

Resilienceand Business Continuity Annual Update

O Regulation of Investigatory Powers Act 2000 (RIPA) and Investigatory Powers Act 2016 for the
period 1 Januaryto 31 December 2022

O O O O

o
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At its meeting in November 2022, the Committee considered revised membership and terms of reference for
the Corporate Governance Committee containedin Part2 and Part3 of the Council’s Constitution respectively.
It specifically supported proposals to appointment up to two Independent Members to the Committee in
accordancewith CIPFA best practice guidance. This was subsequently supported by the Constitution Committee
and approved by the County Council in December 2022. An appointment process beganin Marchwith anaimto
interview and appointtwo Independent Members in May 2023, such appointments being subjectto approval by
the County Council atits meeting inJuly 2023.

The Chief Financial Officer (CFO)

The Director of Corporate Resources undertakes the statutory role of the Chief Financial Officer (CFO) for the
Council.The CFO conforms to the governance requirements and core responsibilities of two CIPFA Statements
on the Role of the Chief Financial Officer; in Local Government (2016) and in the Local Government Pension
Scheme (2014). The CFO is a key member of the Corporate Management Team and is ableto bringinfluence to
bear on all material business decisions, ensuringthatimmediate and long-term implications, opportunities, and
risks,arefully considered and in alignment with the MTFS and other corporate strategies. The CFO is aware of,
and committed to, the five key principles that underpin the role of the CFO and has completed an assurance
statement that provides evidence against core activities which strengthen governance and financial
management across the Council.

The Financial Management Code

The CIPFA Financial Management Code translates the principles of good financial management into seven
Financial Management Standards. These standards address the aspects of an authority’s operations and
activities that must function effectively if financial management is to be undertaken robustly and financial
sustainabilityis to be achieved.

In January 2023, the Council completed a self-assessment of its compliance with the requirements of the
Financial Management Code for 2021-22.The assessmentshowed that the County Council met the requirements
of the Code with some small improvements required. The Internal Audit Service undertook a high-level review
of the self-assessment against the Code, and a copy of the assessment was reported to the Corporate
Governance Committee inJanuary 2023.

Local (External) Audit

The Council’s local (external) auditors, Grant Thornton LLP, presented the findings fromtheir planned audit work
to ‘those charged with governance’ atthe Corporate Governance Committee on 16 March 2023.

The Auditor’'s Annual Report (AAR)

The Auditor's Annual Report (AAR) is a detailed review of the value for money (VfM) arrangements atthe Council.
The report covered five areas.These were financial sustainability; governance; improving economy, efficiency,
and effectiveness, the opinion on the financial statements and pension fund arrangements. Overall, theauditor’s
report was very positive. The external auditor concluded that the Council has a good track record of sound
financial management, had appropriate arrangements in place to manage the financial resilience risks, has a
clear and documented governance framework in place and a well-developed performance management
framework. No significantweaknesses were reported.

Opinion on the Financial Statements

The auditor gave an ‘unqualified’ opinion on the 2021/22 financial statements for the County Council and its
Pension Fund on 16 March 2023 meaning that the external auditoris satisfied thatthe financial statements
present a true and fair view.

Annual Audit Plan for the 2022/23 Accounts

Informing the Audit Risk Assessment and Audit Plan is scheduled to be reported to Corporate Governance
Committee atits meeting on 26 May 2023.
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The Monitoring Officer

The Director of Law & Governance undertakes the statutory role of Monitoring Officer (MO) for the Council.The

MO has responsibility for:

ensuring that decisions taken comply with all necessary statutory requirements and are lawful. Where in
the opinion of the MO any decision or proposal is likely to be unlawful and lead to maladministration,
he/she shall advisethe Council and/or Executive accordingly,

ensuringthat decisions taken arein accordancewith the Council’s budget andits Policy Framework,
providingadviceon the scope of powers and authority to take decisions.

Indischargingthis role, the MO is supported by the Deputy Monitoring Officer and officers within the Legal and
Democratic Services Teams.

Senior Information Risk Owner

The AssistantDirector - Corporate Services undertakes the role of Senior Information Risk Owner (SIRO) for the
Council. The SIRO takes overall ownership of the Council’s approach to handling information risk. Sound
governance is in place, with regular update and exception reports to the Corporate Management Team. The
responsibilities of a SIRO include:

owning the Council’s policies, procedures, and processes around information risk, ensuring they are

implemented consistently acrossthe Council.

. ensuringcompliancewith all other policies and procedures relating toinformation and data.

. acting as a champion on information risk and report to Chief Officers on the effectiveness of risk
management.

. leading and fostering a culture that values, protects, and uses information for the success of the Council
and benefit of our citizens.

. ensuringthatinformation owners understand their roles.

. ensuringthat the Council has a planto monitor and improve information and data governance.

. maintaining expertise in Data Protection and other legislation that impact on Information and Data

Governance; and
° owningthe Council’sinformation incident management framework

Commercial and Collaborative Arrangements

Commercial

ESPO is constituted as a joint committee (of six local authorities) set up to provide a comprehensive
professional purchasing service to public sector bodies. It is overseen by a Management Committee which
has overall strategic responsibility for ESPO. At its meeting on 22 March 2023, the Committee approved
changes to the Finance and Audit Subcommittee (the Subcommittee) Terms of Reference, and the Risk
Management Policy which provided delegated powers over Internal Audit, External Audit, Risk Management,
and the Annual Governance Statement. Internal audit is undertaken by the Council’s Internal Audit &
AssuranceServiceas part of the servicing agreement. Like the County Council, the HolAS presents anannual
report to the Subcommittee at its meeting in October. The annual reportincorporates the annual internal
auditopinion, which for 2022-23 was as follows:

No significant governance, risk management or internal control failings have come to the HolAS’ attention
therefore substantialassuranceis given thatESPO’s control environment overall has remained adequateand
effective. ESPO Trading Ltd ESPO’s power to trade is restricted to a limited number of public bodies. The
establishment of a trading company allows ESPO (Trading) to trade with other organisations — e.g. Care
Homes, Nurseries, Housing Associations, Charities and Voluntary Organisations. The Trading is governed
under the Companies Act 2006, its Articles of Association and Shareholder Agreement.

Eduzone is a privatelimited company that supplies Early Years educational products and Early Years

furniture to schools, nurseries, and child minders. ESPO acquired the company following the necessary due
diligencein 2018. Eduzone has now been incorporated into ESPO Trading Limited.
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The Investing in Leicestershire Programme (formerly the Corporate Asset Investment Fund (CAIF) Strategy
2022/2026) guides the Council’s investments in assets notdirectly used for the delivery of its services, but
which contribute to the outcomes of the Council’s Strategic Plan and financial return. The Strategy requires
reporting to various member bodies. Reporting on the financial performanceis included inthe budget
monitoring reports on a quarterly basis. The CAIF Annual Report for 2021/22 was received by the Scrutiny
Commission on 7 September 2022.The CAIF Strategy has been revised to be compliantwith the updated
CIPFA Code from 2023/24. Inlight of the CIPFA Code, the County Council will continueto ensure thatitwill
only undertake investments where they are directly and primarily related to the functions of the authority
and where anyfinancial returns areeither related to the financial viability of the projectin question or
otherwise incidental to the primary purpose. This includes servicedelivery, housing,and regeneration of
areas, which addresses areas of economic or social marketfailureand should only be made within the
Council’s area of economic influence. Renewable energy generation is alsoincluded as a reductionin carbon
emissions isa stated aim of the County Council as partofits Declaration of a Climate emergency in May
2019.

The Council also hasa tradingarm Leicestershire Traded Services (LTS), which sits within the Corporate
Resources Department. Its activities areoverseen by an Officer Board. The quarterlyfinancialand
performance reports includethe performance of the LTS as partof the Corporate Resources Department
and these reports are considered by various member bodies. The Annual Report on the Commercial
Strategy 2021/22 was received by the Cabinet on 24 June 2022.

Collaborative

East Midlands Shared Service (EMSS)

EMSS is constituted under Joint Committee arrangements to process payroll/HRand accounts payableand
accounts receivabletransactions for Leicestershire County Council and Nottingham City Council. The
internal auditof EMSS is undertaken by Nottingham City Council.

At the Joint Committee on 18 March 2024, it was reported that, ‘On the basis of auditwork undertaken during
the 2022-23 financial year, the Head of Internal Audit (HolA) atNottingham City Council concludes thata
“limited” level of assurancecan be given thatinternal control systems are operating effectively within EMSS and
that no significantissues had been discovered. Whilstthe direction of travel for the four audits, from 2021/22 to
22/23 has varied, the overall movement over the yearis not sufficientto warranta “moderate” level of
assurance. Thatsaid, we would fully expect the opinion to improve for 2023/24’.

The position with Nottingham City Council issuinga s114 noticeand the appointment of Government
Commissioners is being monitored.

Local Pension Fund

Leicestershire County Council is a scheme manager as defined under the Public Service Pensions Act 2013 and
any associated legislation). The County Council has delegated the responsibility for decisions relatingto the
investment of the Fund’s assets to the Local Pension Committee. Membership consists of Councillors from
the County, City and District Council together with one university representative and non-voting employee
representatives.

The Local Pension Committee’s principleaimis to consider pensions matters with a view to safeguardingthe
interests of all Fund members. The Members who siton the Committee act on behalf of the beneficiaries of
the LGPS and in this way have a similar role to trustees in primarily protecting the benefits of the LGPS
members, overseeing the direction of investments and monitoringliabilities.

On 3 March 2023, the Local Pension Committee approveda Net Zero Climate Strategy.

The Local Government Pension Scheme (LGPS) Regulations require that Leicestershire County Council in its
capacityas Administering Authority establishes a Local Pension Board. The purpose of the Board is to assist
the Authority in securing compliance with the Regulations, other legislation relating to the governance and
administration of the LGPS, the requirements imposed by the Pension Regulator inrelationto the LGPS and
to ensure the effective and efficient governance and administration of the LGPS.
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The Local Pension Board comprises of employer representatives who are all elected members from the
County Council and Leicester City Council and employee representatives. The Administering Authority retains
ultimate responsibility for the administration and governance of the Scheme.

Local Government Pension Scheme (LGPS) - Central Pool.

The LGPS Central pooled investment arrangements became operational on 1 April 2018. A range of
collaborative governancevehicles has been established.

The Council is jointowner of LGPS Central Limited which manages the pooled assets of eight Midlands -based
local government pension schemes, including Leicestershire. LGPS Central Limited is authorised and regulated
by the Financial ConductAuthority as anassetmanager and operator of alternativeinvestment funds. It has
combined assets of approximately £30bn which represents the assets of over 2,000 employing bodies which
help to pay for the costs of pensions when they became payable.

The Company aims to use the combined buying power of its Partner Funds to reduce costs, improve
investment returns and widen the range of available asset classes for investment for the benefit of local
government pensioners, employees, and employers.

Member representatives of each of the funds sit on the LGPS Central Joint Committee which provides
oversight of the delivery of the objectives of the pool, the delivery of client service, the delivery againstthe
LGPS central business caseand to deal with common investorissues. Thejointcommittee provides assistance,
guidance, and recommendations to the individual councils, takinginto consideration the conflicting demands
and interests of the participants within the pool. The joint committee does not have delegated authority to
make bindingdecisionson behalf of the participating councils.

An annual updateon Internal Audit arrangements was provided to the Council’s Local Pension Board in April
2023. Thisincluded a summary of work completed during2022/2023 and work planned for 2023/2024.The
internal audit functions of the eight LGPS owners have formed an Internal Audit Working Group (IAWG) and
agreed a four-yearinternal auditplan of work from 2019/20to 2022/23. Audits for the final year of the four-
year plan,i.e.2022/23 audits wereassigned to Cheshire West & Chester (Governance) and Derbyshire County
Council (Investments). Following completion of these, the four-year cyclewill re-start.

In May 2023, the Chief Executive Officer resigned. The Deputy Chief Executive Officer will become Interim
CEO while the Board searches for a permanent successor.

Active Together

The Director of Public Health represents the Council and is Chair of the Active Together Board of non-
executive directors. There are defined terms of reference which set out the governance arrangements and
key tasks of the Board. Underneath the Boardis a number of subgroups (drawn from the Board and co-opted
others) to provideadditional scrutiny of areas of the business.

One of those sub-groups in the ‘Business, Oversightand Audit’ Committee which oversees business planning,
financial and risk reporting, and reports to the Board quarterly. The Assistant Director - Delivery in Public
Health is a member of this committee.

Leicester and Leicestershire Enterprise Partnership (LLEP)

The LLEP is a privatecompany limited by guarantee (Company No: 11932434).

LEPs arenon-statutory bodies and as such requirean Accountable Body to manage funding from Government.
Leicester City Council is the Accountable Body to the LLEP.

The Accountable Body, through its Section 151 Officer, is responsible for ensuring thatstatutory requirements

are met in resource allocation decisions and that the public interestis protected. It provides financial and
legal supportand takes the ultimate legal and financial responsibility for the LLEP’s activities.

Mr P Bedford CC represents Leicestershire County Council onthe LLEP Board of Directors.

In October 2023, the LLEP held its AGM and produced its Annual Report 2022/2023. In September 2021 it

reviewed its Local Assurance Framework to ensure compliance with a refreshed National Assurance
Framework.
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The Chief Executive leftin March 2022 and the rolewas held vacant pendinggreater clarity on the future role
of the LLEP. The new CEO was appointed in March 2023 and took up postin May 2023.

At the end of March 2022, the Government issued guidanceonintegrating Local Enterprise Partnerships into
local democratic institutions which it had introduced in its Levelling Up White Paper and has subsequently
consulted stakeholders on ending Government fundingto LEPs from the end of March 2024.The decision to
end funding was confirmed by the Government in August 2023 and a Transition Board, set up by the LLEP and
includinga Council officer, is overseeing the transfer of LLEP functions and funds on 1/4/24 to the two upper
tier local authorities (Leicester City Council and the County Council) who are consideringfuture governance
and business voice arrangements together with delivery priorities. It has been agreed that Leicester City
Council will continue as the accountable body. Discussions are also underway to include at a later date
Rutland Council inthe new arrangements.

The Chair of the Board of Directors stepped down in April 2022 and has been replaced by two Co-Chairs who
were previouslyvice-chairs.

The 2021/22 Annual Performance Review was assessed by the Department for Levelling Up, Housing and
Communities (DLUHC). The DLUHC assessmentfound that the Government’s expectation for governanceand
Strategic Impact had been met. However, concerns were identified in Delivery, essentially around delays to

schemes allocated funding from the Getting Building Fund. These schemes continue to be delivered in
2022/23.

Integrated Care Systems (ICS) & Integrated Care Partnership (ICP)

ICSs are partnerships that bring together NHS organisations, and upper tier local authorities across NHS
footprint of Leicester, Leicestershire,and Rutland (LLR).

The ICP is a statutory committee jointly formed between the Integrated Care Board (ICB) and all upper-tier
local authorities that fall within the ICS area. LCC membership includes the Lead member for Health and
Wellbeing, the Director of Public Health, the Director of Adult Social Services and the Director of Children and
Family Services.

The ICP is responsible for producing an integrated care strategy on how to meet the health and wellbeing
needs of the populationinthe ICS area.

The ICBis alsoa statutory bodyandis a successor to the 3 Clinical Commissioning Groups (CCGs). The Director
of Public Health represents LCC on the ICB, though in an ex officio capacity notas a representative of the
Council as a decision-making body, in accordance with NHS requirements.

In June 2023, the Government published a response to the House of Commons Health and Social Care

Committee’s reporton 'ICSs: autonomy and accountability’. As a resultitis likely that the boundaries of the
LLR ICS may changeina ‘strategicalliance’ with a neighbouringarea.

Leicestershire Health and Wellbeing Board

Health and Wellbeing Board acts as a forum in which key leaders from the local health and care system work
together to improve the health and wellbeing of the local population and plan how to tackle inequalities in
health. This is best achieved by a range of organisations workingtogether and as a result, the Leicestershire
Health and Wellbeing Board brings together key organisations: theICB, District Representatives, NHS England,
University Hospitals of Leicester NHS Trust, Leicestershire Partnership NHS Trust, Leicestershire Police, Office
of the Policeand Crime Commissioner and Healthwatch to ensure patients and service users voices are heard.
The Health and Wellbeing Board is chaired by the Council’s cabinet lead for Health and the other Council
representatives are:

. Lead Members for Adult Social Care & Children & Young People
. The Chief Executive
. The Directors of Public Health, Adults & Communities and Children & Family Services

The Healthand Wellbeing Board leads and directs work to improve the health and wellbeing of the population
of Leicestershirethrough the development of improved and integrated health and social careservices by: -
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Identifying needs and priorities across Leicestershire (the Place), and publishing and refreshing the
Leicestershire Joint Strategic Needs Assessment (JSNA) and Pharmaceutical Needs Assessment so that
future commissioning/policy decisions and priorities arebased on evidence.

Preparing and publishing a Joint Health and Wellbeing Strategy and Plan on behalf of the County Council
and its partner clinical commissioning group(s) so that work is done across the Place to meet the needs
identified in the JSNA ina co-ordinated, planned,and measurableway

In conjunction with all partners, communicating and engaging with local peoplein how they can achieve
the best possiblequality of lifeand be supported to exercise choiceand control over their personal health
and wellbeing

Approving the Better Care Fund (BCF) Plan including a pooled budget used to transform local services, so
people are provided with better integrated careand supporttogether with proposals for its implementation
Having oversight of the use of relevant public sector resources to identify opportunities for the further

integration of health and social careservices within the Place.

The BCF is reported quarterly regionally and nationally via NHS England (NHSE) and the Local Government
Association (LGA) via a nationally prescribed template which is approved quarterly by the Board, a process
supported operationally by the Integration Executive. The annual BCF plan is also submitted via NHSE/LGA
regionally and nationally and is subject to a prescribed national assurance process againsta number of
national conditions, metrics,and financial rules.

The 2022/23 BCF Policy Framework was publishedin July 2022 and updated in November 2022.

The annual submission for the 2022/23 financial year was approved by the Health and Wellbeing Board atits
meeting on 1 December 2022, subsequent to its submission to NHS England which was done usingthe Chief
Executive’s delegated powers in order to meet the deadline submission date of 26 September 2022 (The
Integration Executive, a subgroup of the Health and Wellbeing Board with responsibility for the day to day
delivery of the BCF, considered the draft BCF Plan 2022/23 at its meeting on the 6 September 2022 and
supported its contents). The completed year end BCF 2021-22 template, which demonstrates progress
againstintegration priorities and BCF delivery, was approved for submission to NHS England by the Health
and Wellbeing Board atits meeting on 26 May 2022.The work of the Health and WellbeingBoardis reported
inan annual reportandis alsoreportedinthe annual reports of Clinical Commissioning Groups (CCGS).

East Midlands Freeport

Freeports are a flagship Government programme that will play an important partin the UK’s post-COVID
economic recovery and contribute to realising the levelling up agenda, bringing jobs, investment, and
prosperity to some of the mostdeprived communities, with targeted and effective support. The East Midlands
Freeport (EMF) is the UK’s only inland Freeport and features three main ‘tax sites’ straddling three East
Midlands counties. The EMF brings together a mix of industries, businesses, and other collaborating partners,
combining publicand privatesector expertise.

Work to develop a Business Case beganin 2021 and tax site designation was awarded by HM Treasury in
March 2022.The Full Business Casewas submitted to Government in mid-April 2022 and full designation has
been approved. The Cabinet approved the County Council becoming a member of the newly incorporated
Freeport Company, with the Leader as a nominated member to serve onthe Board (now Mr Breckon), and to
continue the role of lead authority and accountable body for the Freeport. InJune 2022, a non-executive
Chair of Board was appointed. A Chief Executive started in post in March 2023 and has put together a small
team to implement delivery of the Business Plan objectives of the Freeport (EMF), working with the Chair and
Board and co-ordinating with stakeholders, business partners and Government Departments to ensure the
EMF fulfils itsambitionsand obligations.

East Midlands Development Company (DevCo)

The County Council is a Board member of the DevCo, a company limited by guarantee from April 2021. Its
ambition is to be a locally led urban development corporation or a mayoral development corporation, for
which there is provisioninthe Levelling Up and Regeneration Act. The County Council is one of five member
authorities / owners of the DevCo. Separately, the County Council is concerned to ensure that the DevCo’s
Members’ Agreement and Grant Agreement are correctly followed, which it does not believe has been the
case.Inthat connection, exempt reports have been made to the Cabinet (May and September 2022 and June
2023) whilethe Council’s membership has been paused. The Council isstill waiting for a satisfactory response
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to its concerns which have been fully set out to the DevCo. The Council’s concerns have been noted by our
external auditor. The DevCo does not have anaccountablebody. The DevCo Boardis now considering options
as to its future, including disbandment or hibernation until the outcome of the ‘East Midlands’ mayoral

election inMay 2024 is known.

Environmental & Waste Collaborations

The County Council through the Environment and Transport Department is partner in a number of

environment and waste collaborationsand acts as Key Partnerin

Charnwood Forest Regional Park Board - a partnership of local authorities, agencies, user groups and land
management organisations, workingto manage and promote the unique cultural and heritage features of
the area;

Charnwood Forest Landscape Partnership Scheme Steering Group - an officer led group that oversees the
delivery of the National Lottery Heritage Fund funded LandscapePartnership Scheme;

Air Quality and Health Partnership - Led by Public Health and involving all districts. Responsible for
overseeing delivery of the Action Plantoaddress air quality issues across the county;

Local Nature Recovery Strategy Steering Group - an officer led group with Leicestershire County Council
acting as the ‘responsible authority for the development of a Local Nature Recovery Strategy for
Leicestershire, Leicester and Rutland as partof a new statutory duty set out inthe Environment Act 2021

Enhanced Bus Partnership

This is a partnership between the County Council and the bus operators and is enabled by the 2017 Bus
Services Act and Transport Act 2000, so has a legal status, but is not mandatory. Local authorities which
wanted to bid for funding had to establish a partnership and therefore every top tier authority has one (unless
they have bus franchising).
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Action Taken on Governance Issues Reported in the 2021/22

AGS

The Council has defined a 'significantgovernanceissue'as one thatis intended to reflect something that has
happened inthe year, or whichis currently beingexperienced and meeting any of the followingcriteria:
A. Theissuehas seriously prejudiced or prevented achievement of a principal objective of the authority;
B. Theissuehasresultedin aneed to seek additional fundingtoallowitto be resolved or has resulted
insignificantdiversion of resources fromanother aspectof the business;

C. Theissuehasledto a material impactonthe accounts;

D. Corporate Governance Committee has advised that the issueshould be considered as a 'significant

issuefor reporting in the AGS;

E. The Head of Internal AuditService has reported on the issueas significant, for reportinginthe Annual
Governance Statement, inthe annual opinion onthe internal control environment;
F. The issue, or its impact, has attracted significant public interest or has seriously damaged the

reputation of the organisation;

G. Theissuehasresulted in formal action being taken by the Chief Financial Officer and/or Monitoring

Officer;
H. Theissuehasresultedina Legal breach;
I. The issueprompts intervention from aregulator.

Progress thathas been made in dealing with the governance issues thatwere identified inthe 2021/22 final AGS

are detailed below:

Issue /Area for Improvement (AGS) 2021/22

Date
SEN Budget Deficit Director of °
The High Needs Block of the Dedicated Children & Family
Services

Schools Grantremains under significant
pressurewith an in-year deficitof £10.9m
for 2022/23 and a cumulative deficit of
£39.7m whichis forecastto increase
significantlyin futureyears. Increasein
demand is alsoresultingin higher
expenditure on the SEND home to school
transportbudget. The Authority is also
experiencingan increasing number of
appeals and complaints demand for
Leicestershireis participatingin the
Department for Education’s Delivering °
Better Valuein SEND programme.

The Authority has entered into a Strategic

Partner contractwith Newton Europe to

deliver the Transforming SEND and Inclusion

in Leicestershire (TSIL) programme to create

a sustainable SEND system and will align

with the DBV programme providing

expertise on SEND issues.

Reviewed April
2023

Firs Farm —environmental damage and Director of .
rectification Corporate
Resources

A farm estate owned and let by the Council
where large amounts of potentially
hazardous wastehad been allegedly left by a
former tenant.

Review April 2023

Lead Officer and p,oress during 2022/23

2022/23 inyear deficitreduced to
£6.7m with a cumulative deficit of
£35.5m.

The Department for Education,
through the Delivering Better Valuein
SEND programme has provided funding
of £1mto assistindelivering
sustainablechangein SEN provision.
The Authority continues to work with
Newton Europe indeliveringthe TSIL
programme.

Updates on the issuearereceived by
the Corporate Governance Committee
withinthe Risk Management Update
reports.

Followingthe evaluation of tenders, a
contractwas awarded to a leading
remediation specialistcompanyata
costof justover £2.1m plus a £50k
contingency to deal with the slurry pit
on site. Itis hoped that this latter
amount will notbe needed after
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Issue /Area for Improvement (AGS) 2021/22
Date

A remediation strategy for the farm has

been agreed with the Environment Agency.
The Council has tendered for the removal
and proper disposal of the waste on the farm
andreinstatement of the farmland which
couldincur costs of over £2.4m.

The Council’s insurance does not cover the
type of environmental or illegal waste
disposalundertaken on the farm.

Director of
Children & Family
Services

Early Years Budget Deficit

A £4.2m deficiton the Early Years’ budget
was identified at the end of the 2021/22
financial year duein part to errorsinthe Reviewed April
completion of the Council’s annual Early 2023

Years census)since2020 leading to reduced

grant payment to the Council.

Representations with the DfE to have the
census corrected have proven unsuccessful,
and alternativeplans arebeing putinto
placeto recover the deficit. Internal Audit
work identified a number of lessons learned
and recommendations for process
improvement will beshared with
management for considerationand
implementation.

Local Government & Social Care Director of Adults
Ombudsman (LGSCO) report — Social Care & Communities

Assessments March 2023

In September 2022, the Local Government
and Social Care Ombudsman (LGSCO) issued
areport followingits investigation into a
complaintthat the Council had failed to
properly undertake a social careassessment
and provide supportfor eligiblecareneeds.

Lead Officer and pqo 655 during 2022/23

testing is carried out. The evaluation
panel was satisfied the tender meets
the Council’s requirements. The
Environment Agency has been
consulted throughout the process.
Update: January 2024. Contracted
works on siteare largely complete,
with only a small volume of waste
awaiting Environment Agency
problematic waste approval.The
clearanceand remediation contract
has come inon budget. The
Environment Agency criminal
investigation continues. Awaiting
clarification from the Animal and Plant
Health Agency (APHA) on slurry pit
waste. The farmlandis currently being
marketed for rental foran initialtwo
year tenancy.

The 2023/24 upliftfor providers has
been set sothat the deficitwill be
gradually reduced over 4 years

All providers who had an initial
payment for the Springterm 2023
returned their January Census data
which was verified across services
Before the January data was submitted
all data was cross referenced to check
for anomalies and errors

An Early Years Steering Group has been
implemented, with appropriate
representation from CFS/Corporate
Financeand TU to lookatan ‘asis’and
‘to be’ process with the intention to
further strengthen the process

All recommendations completed and
reported to LGSCO in February 2023.
Notification received from LGSCO that
they were satisfied with response.
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Significant Governance Issues Arising During 2022/23

This Annual Governance Statement (AGS) identifies that the Council has effective arrangements in place, but
thatits officers recognisethe need to continuously review, adaptand develop governancearrangements to meet
the changing needs of the organisation. Whilst the Council has identified areas to be developed (Annex), itis
important to recognisethat there are two significant matters set out inthe table below.

Significant Governance Issue 2022/23 Lead Officer and Date

School Admissions Director of Children & Family

LCC has a duty to providedetails of school places allocated on “National Offer Day” Eaess

(March 1st for primary to secondary transfers). This year was the firsttime this IssueClosed
process was undertaken with the new Synergy system, which holds and processes
the applicationsin conjunction with a parentportal. There were some difficulties in
establishinga new process with this system. Parents were told, as in previous
years, that offer information would be available from midnight. As a resultof some
technical configuration issues theinformation was not availableon the portal.In
addition to this, for a shortperiod the portal was also unavailable. On the morning
of 1st March, parents were sent a letter with the details of school place offer. Apart
from a very small number of parents, where information had not been exchanged
with a neighbouring authority all parents received their offers on March 1st,
however the standard of communication did not meet expectations.

The next phasetransfer round (firsttime primary applications) ran smoothly. A
longer-term clear process map with monitoringand checkpoints was executed and
additional specialistITsupport was employed.

SEND OfSTED re-visit Director of Children & Family

Ofsted and CQC undertook the Leicestershire Local Area SEND Inspectionin REE

February 2020 and found a number of strengths and areas for improvement, with January 2024
two areas identified within a Written Statement of Action. These two areas related

to the lack of an overall SEND Commissioning Strategy across the partnership and

the need to improve the Quality of EHC Plans.

The SEND reinspection took placefrom 14 to 16 November 2022 and focused only
on the two areas identified for the Written Statement of Action. The report, dated
13 December 2022, found that sufficient progress had been made with regards to
Joint Commissioning Strategy for SEND but that further progress is needed
regarding the Quality of EHC Plans.The inspectionteam (again made up of Ofsted
and CQQC) did find that improvements had been made in newer plans but were
concerned that too many plans remained inthe pre-2020 format and also that
timeliness for the completion of plans had slipped, affecting parental confidencein
the system.

Followingthe outcome of the revisitthe Local Area (Local Authority and the
Integrated Care Board (ICB) produced an Accelerated Progress Plan (APP)to set out
how improvements in quality of education health and care plans would be made.
The APP focusses upon three areas identified as criticalinimprovingthe quality of
EHC Plans;processes around initial EHC Needs Assessment, processes around
Annual Reviews and our Quality Assurance/Audit Framework.

Progress on the APP is monitored by senior health and LA managers on a weekly
basis, with a formal meeting with the, SEND Hub, Health and DfE on a bi-monthly
basis.Formal monitoring has taken place by the DfE at 6 monthly periods.

Progress againstthe actions inthe plan has been good, with a clear focus on
improvingthe quality of education health and care plans. Timeliness of completing
EHCP remains a significantchallengeand remains below the target of 20 weeks.
Work continues to take placeinthe Department to improve timeliness with a
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particularfocus onincreasing Educational Psychologist availability to complete the
advicepartof the EHCP assessment.

The APP is overseen by the SEND and Inclusion Board whichis a multi-agency
partnership thatreports to the Health and Wellbeing Board.

The Council has identified areas to be developed which arereported in the Annex to the AGS.

The Code of Practice on Local Authority Accounting in the UK 2022/23, requires that significant events or
developments relating to the governance system that occurred between the Balance Sheet date, (31 March),
and the date on which the Statement of Accounts will besigned by the responsiblefinancial officer,arereported.
The draft AGS was updated inlinewith the Code of Practice.

Future Challenges

Significant challenges faced by the Council such as the continuing economic and health and wellbeing impacts
of covid-19, continuing funding shortfalls, driving further Health and Social Careintegration, social carereform
etc are detailed withinthe Corporate Risk Register, which is regularly reviewed by the Corporate Management
Team and presented to the Corporate Governance Committee (the Committee). Managing these risks
adequately will be an integral part of both strategic and operational planning; and the day to day running,
monitoring, and maintaining the Council. The most recent update of the Corporate Risk Register was received
by the Committee atits meeting on 27 January 2023.

Additional challenges continueto emerge, and key areas in particular are:

Financial Sustainability

There is a continued need for additional Local Government funding, that the spending review in 202 2 did not
adequately address. Service demand pressures continue to be felt in social careand SEND, which are only
partially metby Council Taxincreases and aredriving therequirement for savings. Thelevel of growth has taken
a step higher following the coronavirus pandemic and the Council is dependentupon continued additional Health
fundingto manage.

National reforms are being developed for SEN and social care; the information provided to date is raising
concerns that there is areal risk of a material negativefinancialimpact.

All services arefacingunprecedented inflationary pressurereflecting the wider economy. The council’s finances
are particularly sensitive to increases in the National Living Wage, which is expected to be driven significantly
higher by greater wage growth in the wider economy. The impact on the County Council’s budget will be
profound. The budget gap in 2023/24 is expected to grow from a manageable £8m at the time the MTFS was
approved in Februaryto c£12m based on current inflation projections, despite assuming the maximum council
Tax increase. Over the life of the MTFS the gap couldincreaseto over £80m unless mitigation actions aretaken.
These estimates will become quickly out of date if the trend of worsening economic news does not stop.

Unless there is a significant change in Government’s stance on funding itis highly likely that reserves will be
required to balance the budget in both 2023/24 and 2024/25, this is clearly not a sustainable position. The
County Council will need to identify mitigations that allow 2025/26 to be balanced without the use of reserves.
This includes a reinforcement of existing financial control measures and the introduction of new ones to ensure
a tight focus on eliminating non-essential spend.

Covid-19 Public Inquiry

In May 2021, the Prime Minister announced that a public inquiry into the Covid-19 pandemic would be
established.In March 2022, the appointed Chair of the Inquiry (Baroness Hallett) began a public consultation on
the draft terms of reference. This lasted until April and in May she wrote to the Prime Minister to explainthat
she had amended the Terms of Reference to reflect the consultationresponses.Itis notclear how or which local
authorities will be selected to contribute to the Inquiry or whether the County Council may wish to volunteer
material, but if there is to be involvement then the impact could be significant. In preparation officers have
begun an exercise to identify documents, records and decisions and implement a process to ensure that any
related informationis preserved and readily available.


https://politics.leics.gov.uk/documents/s174435/Appendix%20A%20-%20Corporate%20Risk%20Register%20Update%20Jan%202023%20final.pdf
https://politics.leics.gov.uk/documents/s174435/Appendix%20A%20-%20Corporate%20Risk%20Register%20Update%20Jan%202023%20final.pdf
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Assistance with migrants and asylum seekers, and the Homes for
Ukraine Scheme..

With effect from 1stApril 2023 the Home Office implemented a full asylumdispersal model. Under the policyall
local authority areas will be expected to accommodate asylumseekers irrespective of whether they havethe local
services, capacity, or capability to manage dispersal. The Government’s accommodation providers will be seeking
to procure housingacross the country on a pre-approved postcode basis.Any postcode that is determined to be
suitablefor asylumaccommodation will then be pre-approved and the grounds upon whichlocal authorities can
object to the housing severely limited. This policy has been adopted to reduce the use and costs of hotel
accommodationand, to ensure that there is not over relianceon existinglocal authority dispersal areas. Funding
will be made availableto local districtcouncilshousingasylumseekers in their areas. No specific fundingis being
made availableto upper tier authorities.

As aresultof the new full dispersal policy the number of asylumseekers arrivinginthe County has increased over
time which has created additional unfunded demand for school places, specialist mental health services, and social
caresupport (adults, children, and SEND).

In addition to dispersed accommodation the Home Office has stood up Contingency Hotel accommodationin the
County in response to small boatcrossings. There are currently four hotels housingasylumseekers, single males
or families, acrossthe County. The useof these hotels has created additional demands on public services including
socialcare,schools,and school transport. The Council receives no funding for the bedspaces at these hotels.

Under the Illegal Migration Actthe Home Secretary is under a duty to set a cap on the number of entrants to the
UK arrivingvia safeand legal routes for humanitarian purposes and for this cap to be defined following consultation
with local government. Consequently, the Home Office undertook a consultation exercise to inform the level at
which the cap on safe and legal routes is set. The purpose of the cap will ensure the UK is able to welcome,
accommodate, integrate, and support those arrivingvia these routes in an orderly and appropriateway. This will
ensure that the UK does not take more refugees than publicservicesand communities can copewith. Inresponse
to the consultation exercisethe County Council has formally informed the Home Officethatitis notableto accept
any additional asylum seekers or refugees until further notice. This is due to several factors including the lack of
detail inthe consultation exercise, the impact of current schemes, the lack of direct funding for upper tier services,
andthe capacity and capability of already stretched services to support further families andindividuals.

The Council continues to work with partners to administer the Homes for Ukrainescheme which was set up by the
Government inresponsetothe humanitarian crisis in Ukraine. Inaddition to administeringthe schemethe Council
and partners are subject to resource pressures as sponsor/ guest arrangements breakdown and there is a
subsequent need to either rematch to new sponsors or find alternativeaccommodation. Thescheme also presents
challenges in terms of the allocation of school places.

Recruitment and retention

The current workforce shortageis becoming acute ina number of areas, and with the ongoing impactof the cost-
of-livingcrisis, islikely to get worse. Staffing costs arelikely torise, through having to put market premia / retention
payments in place to counter what is happening in the wider market, and we are only at the early stages of this
year’s national pay negotiations, whilst costs continue to rise sharply. Should the Council be unable to recruit
and/orretainstaffinkey areas, itfaces the real risk of beingunableto deliver some of its services in the future. As
well as short-term solutions, as an employer, the Council has to develop long term initiatives and also to market
itselfas an employer to best effect.

CONTEST Strategy

The Council is beginning to plan to meet its ‘Prevent’ and ‘Protect’ (Martyn’s Law) duties under ‘CONTEST’ (the
Government’s Counter-terrorism strategy).

Certification

The Council has been hugely impacted by the coronavirus pandemic. Nevertheless, despite the challenges, the
Council has maintained consistent essential services for residents, whilst adapting to provide alternative virtual
services wherever possible. The Council’s strongcollaborativeapproach has been effective at achievinga unified
response, working with key partners inthe NHS, policeand voluntary and community sectors.
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The Council’s Strategic Plan 2022-26 and Medium-Term Financial Strategy will continue to be reviewed and
updated to assess the medium-term impacts of the pandemic on the Council's financial position.

The Council is satisfied thatappropriate governance arrangements are in placeand continueto be regarded as fit
for purpose.

We propose over the coming year to take steps to address any matters to further enhance our governance
arrangements in these challenging times. We are satisfied that these steps will address the need for any
developments that were identified in our review of effectiveness and will monitor their implementation and
operation as partof our next annual review.

Furthermore, havingconsidered all the principles of the CIPFA Code of Practice on Managingthe Risk of Fraud and

Corruption, we aresatisfied thatthe Council has adopted a responsethatisappropriateforits fraud and corruption
risks and commits to maintainits vigilanceto tackle fraud.

John Sinnott Nicholas Rushton
Chief Executive Leader of theCouncil
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Annex
AREAS FORFURTHERDEVELOPMENT IN 2023-24

The Corporate and Departmental AGS self-assessments contained a set of conformance statements under each core
principleandrelated sub-principles as outlined in the CIPFA/SOLACE Delivering Good Governance in Local Government:
Framework (2016). Each conformance statement required a correspondingscoreof1, 2 or 3 to be recorded, based on
the criteria below:

Score Definition Description Evidence (all inclusive)
1 Good Conformance against mostof Many elements of good practiceto a
the areas of the benchmark high standard and high quality.

is good, although there may . .

. Substantial assurancecan begiven that
be minor developments L

. . coverage of the sub-principleis
required but with a
o . operating satisfactorily and extends to
limited impacton the ability to . o

. . most/all services areaswithin the

achievedepartmental and Council

department
objectives. Strategic, reputational
and/or financial risksareminor,
and performance is generally on
track.
2 Some There are some developments Some elements of good practiceto a high
development required againstareas of the standard and high quality.
areas for benchmark and the department .
. . . Moderate assurancecan begiven that
improvement may not deliver some of its own

. o coverage of the sub-principleis working
andthe Council objectives unless . . . .
adequately in certainserviceareas, with
these are addressed. The o .
. omissions in others.
management of strategic,

reputational and/or financial risks Proposal/Plansareinplacetoaddress
isinconsistent,and performance is perceived shortfalls

variableacross the department.

3 Key Conformance againstmany/all Few elements of good practiceto a high
development areas of the benchmark is poor standard and high quality.
and many and therefore delivery of
. Coverage of this expectation is omitted
areas for departmental and Council
. TR amongst most areas.
improvement objectives is under threat. There &
are many strategic, reputational Proposal/Plansto address perceived
and/or financialrisksand shortfallsarein early stages of
performance is off track. development

Examples of key actions is summarised in the table below.

Note: some actions are not included in the table as they are already reported through the Corporate Risk Register
(CRR).

19
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Annual Review of the Effectiveness of the Council's Governance Framework against the CIPFA/SOLACE

Delivering Good Governance in Local Government: Framework (2016)

Core Principles of the
Framework

Principle A:

Behaving with

integrity,

demonstrating

strong commitment to
ethical values, and
respecting the rule of law

Principle B:

Ensuring openness and
comprehensive stakeholder
engagement

Principle C.

Defining outcomes in terms
of sustainableeconomic,
social,and environmental
benefit

Principle D.

Determining the
interventions necessary to
optimisethe achievement of
the intended outcomes

Principle E.

Developing the entity’s
capacityincludingthe
capability of its leadership
andthe individuals withinit

Principle F.

Managingrisks and
performance through robust
internal control and strong
publicfinancial management

20

Overall
Assessment

Action to Develop Areas Furtherin 2023/24 (Ongoing and New)

Itis planned to relaunchthe Leadership Management Framework, in the
early part of 2023 which has a key focus onimportance of the Council’s
Valuesinleadership and managementand the expectation placed on
employees to adopt thesein theirwayof working. In addition, these are
alsointegral in all team building and customer service learning and
development programmes.

A revised Manager’s Induction Programme as part of the revised
Corporate Induction Programme will be launched inthe early part of
2023 whichincludes information on the Council’s Values.

Full implementation of the Anti-Fraud & Corruption Strategy Action Plan
over the course of the two-year period 2022-2024

Continuing to devel op the approach to multi-year monitoringof large
and complex capital schemes to ensure medium termimplications
broughtout, including risks and mitigations.

Develop arrangements further in the light of enhanced data
requirements as a result of Office for Local Government
establishment.

Continueto push forfairer funding sought to ensure longer term
service sustainability

Refreshed approach, guidance, support, policy, and procedure for
Social Value will be presented to Corporate Governance in May 2023
for signoff, the new approach seeks to achieve improved outcomes
and improved reporting.

Appointand develop the role of Independent Members of the
Corporate Governance Committee

Review and develop a fuller set of performance metrics and
monitoringin light of requirements and data emerging from the
establishment of the new Office for Local Government.

Increased use of benchmarking information.

Data Strategy and review being progressed to further enhance the
Council’s datamanagementarrangements.



Principle G.

Implementing good practices
intransparency reporting
and auditto deliver effective
accountability

21
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Continuous development of procurement pipelines by departments.
Transparency requirements will be reviewed in2023 foralignment
with new |l egislation (Transforming Public Procurement)

Develop the Corporate Governance Committee reporting annuallyto
full Council

Arrange for independent reviews of theinternal auditandrisk
management functions

Implement Riskof Governance Failings - Action Plan
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