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The contents of this reportrelate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of expressing
our opinion on the financia statements. Our audit is not designed to test all internal controls or identify all areas of control weakness. However, where, as part of our testing, we identify
control weaknesses, we will report these toyou. In consequence, our work cannot be relied upon to disclose all defalcations or other irregularities, or to include all possible

improv ementsin internal control thata more extensive special examination mightidentify. This report has been preparedsolely for your benefitand should not be quotedin whole or in
part without our prior written consent. We do not accept any responsibility for any loss occasionedto any third party acting, or refraining from acting on the basis of the content of this
report, as this report was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnershipregistered in Englandand Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is
av ailable 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. Sewvices 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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Headlines

This table summarises the key findings and other matters arising from the statutory audit of Redditch Borough Council (‘the Council’) and the preparation of the group and Council's
financial statements for the year ended 31 March 2020 for those charged w ith governance.

Covid-19 The outbreak of the Covid-19 coronavirus pandemic has
had a significant impact on the normal operations of the
Council. The financial implications have been set out in a
report from the Executive Director of Resources to
Executive on 4 August 2020.

Officers have had to deal with factors such as the
administration of grants to businesses, closure of leisure
centres and car parks, and the additional challenges of
reopening services under new government guidelines, as
w ellas facilitating hundreds of people w orking from home.

Authorities are still required to prepare financial statements
in accordance w iththe relevant accounting standards and
the Code of Audit Practice, albeit to an extended deadline
for the preparation of the financial statements up to 31
August 2020 and the date for audited financial statements to
30 November 2020.

We updated our audit risk assessment to consider the impact of the pandemic on our audit and issued an
audit plan addendum on 28 April 2020. In that addendum w e reported an additional financial statement
risk in respect of Covid -19 and highlighted the impact on our VfM approach. Further detail is set out on
page 9.

Restrictions for non-essential travel has meant both Council and audit teams have had to get used to new
w ays of remote w orking, including remotely accessing financial systems, video calling, additional
procedures to verify the completeness and accuracy of information produced by the Council, as wellas
making greater use of ‘Inflo’, our document management sharing system.

We had initially planned to begin our workon your draftfinancial statements in early August, but this was
initially put back to the beginning of September as the financial statements were not ready. On 27 August
Officers notified us that they w ould not be able to prepare and publish the financial statements for
Bromsgrove District Council by 31 August as required by the amended regulations. While the Redditch
Borough Council financial statements w ere published before 31 August, w e agreed w ith officers to delay
the start of our audit until the end of September to allow them to complete the Bromsgrove District Council
financial statements and supporting w orking papers for both councils.

Financial Under International Standards of Audit (UK) (ISAs) and the

Statements  National Audit Office (NAO) Code of Audit Practice (‘the
Code"), we are required to report w hether, in our opinion, the
group and Council's financial statements:

» give atrue and fair view of the financial position of the
group and Council and the group and Council's income
and expenditure forthe year; and

* have been properly prepared in accordance withthe
CIPFA/LASAAC code of practice on local authority
accounting and prepared in accordance w ith the Local
Audit and Accountability Act2014.

We are also required to report w hether other information
published together withthe audited financial statements
(including the Annual Governance Statement (AGS) and
Narrative Report), is materially inconsistent with the
financial statements or our know ledge obtained in the audit
or otherw ise appears to be materially misstated.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20

Our audit workis substantially complete. The audit w as undertaken remotely during September -
February. Our findings are summarised on pages 6 to 16. To date, w e have not identified any adjustments
to the financial statements that have resulted in adjustments to the Council's Comprehensive Income and
Expenditure Statement. Audit adjustments are detailed in Appendix D. We have also raised
recommendations for management as a result of our audit workin Appendix A. Our follow up of
recommendations from the prior year’s audit are detailed in Appendix B.

Our workis substantially complete and w e anticipate that our audit opinion w ill be unmodified, but will
include an “Emphasis of Matter” highlighting the material uncertainty around property valuations.

We have concluded that the other information to be published withthe financial statements is consistent
w ith our know ledge of your organisation.

There are no matters of whichw e are aw are that w ould require modification of our audit opinion
(Appendix F) or material changes to the financial statements, subject to the follow ing outstanding matters;

* completion of our employee remuneration testing;

« completion of our debtors testing;

+ completion of year end income and expenditure testing;
+ final quality review of our audit file;

* receipt of management representation letter; and

« review of the final set of financial statements.
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Value for Money
arrangements

Under the National Audit Office (NAO) Code of Audit
Practice (‘the Code'), we are required to report if, in our
opinion, the Council has made proper arrangements to
secure economy, efficiency and effectiveness in its use of
resources ('the value for money (VFM) conclusion’).

We have completed our risk based review of the Council's value for money arrangements in respect of
the significant risk identified in our Audit Plan around financial sustainability. We have concluded that
Redditch Borough Council has proper arrangements to secure economy, efficiency and effectiveness in
its use of resources, except forin relation to financial sustainability.

We also considered w hether the significant challenges in relation to the financial statements audit also
need to be reflected in our value for money conclusion, given one of the NAO VFM criteria relates to
“Unreliable and untimely financial reporting that doesn’t support the delivery of strategic priorities, such
as the late submission of financial statements for audit’. This w as considered by an independent
consistency panel w ho agreed w ith our assessment that the VFM Conclusion should not be qualified in
this regard. This w as principally because of the support from the Chief Executive to the Acting S.151
Officer, and of the audit process.

We have updated our VfMrisk assessment to document our understanding of your arrangements to
ensure critical business continuity in the current environment. We have not identified any new VfMrisks
in relation to Covid-19.

We therefore anticipate issuing an ‘except for’ qualified value for money conclusion, as detailed in
Appendix F. Our findings are summarised on pages 19 to 22.

Prior year
statutory
recommendation

As part of our 2018/19 audit we made a Statutory
Recommendation under section 24 of the Local Audit and
Accountability Act 2014. We reported “The Council needs
to take urgent action to prevent both its General Fund
and HRA balances being exhausted by the end of
2020/21. Failure to take effective action will put the
Council at risk of breaching its statutory duty to set a
balanced budget.”

We report the findings from our review of the actions the Council has taken in response to the
recommendation on pages 25-27. The Council has responded positively to the Statutory
Recommendation, and Members have made some difficult decisions in order to move to a more
balanced financial position. How ever, the Council still needs to save around £1.7m by 2023/24, and
non earmarked general fund reserves of £1.6m as at 31 March 2020 w ill be insufficient to cover this.
This is without know ing the full impact of Covid-19.

In 2019/20 the HRA position w as reasonably balanced, and at 31 March 2020 reserves w ere £744k.
How ever, a number of reports to Members have set out the ongoing challenges the HRA faces, even
before the impact of Covid-19, w hich could be around £2m.

While w e are satisfied that progress has been made against the Statutory Recommendation it is clear
that the Council still faces significant challenges to ensure that the general fund and HRA are in a long
term financially sustainable position.

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
pow ers 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 pow ers or duties.
We expect to be able to certify the completion of the audit w henw e give our audit opinion.
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Financial statements

Audit approach

Overview of the scope of our audit

This Audit Findings Report presents the observations arising fromthe audit to date that are Audit approach

significant to the responsibility of those charged with governance to oversee the financial Our audit approach w as based on a thorough understanding of the Council's business and
reporting process, as required by International Standard on Auditing (UK) 260 and the Code is risk based, and in particular included:
of Audit Practice (‘the Code’). Its contents have been discussed w ith management. « an evaluation of the Council's internal controls environment, including its IT systems

As auditor w e are responsible for performing the audit, in accordance w ith International and controls; and
Standards on Auditing (UK) and the Code, w hichis directed tow ards forming and expressing .
an opinion on the financial statements that have been prepared by management w iththe
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 We have had to alter our audit plan, as communicated to you on 30 January 2020, to
preparation of the financial statements. reflect our response to the Covid-19 pandemic. We reported this in our audit plan
addendum dated 28 April 2020. We have reported how w e addressed this risk on page 9.

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

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.

Group Amount (£) Council Amount (£) Qualitative factors considered

Materiality for the financial 1,330,000 1,300,000 We considered materiality from the perspective of the users of the financial statements. The

statements Council prepares an expenditure based budget for the financial year withthe primary objective to
provide services for the local community and therefore gross expenditure at the Net Cost of
Services level was deemed as the most appropriate benchmark. This benchmark w as usedin the
prior year.

Recognising the size and scale of the Council, we deemed that 2% w as an appropriate rate to
apply to the expenditure benchmark. We also applied this to the Group.

Performance materiality 798,000 780,000 We have set performance materiality at 60% of headline materiality. This reflects the issues
experienced, and number of changes to the financial statements, in previous years.

Trivial matters 65,000 65,000 This is the level set for reporting errors or omissions to Those Charged w ith Governance (5% of
headline materiality).

Materiality for the remuneration of 7,000 7,000 We have set a separate low er materiality level for the disclosure note on remuneration of

individual senior managers individual senior managers. In view of the sensitivity of this note to the reader of the accounts, we
have set a materiality level of £7k, being 2% of the earnings disclosed in the prior year
remuneration note.
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Key messages

Quality of working papers and responses to audit questions

In our Audit Findings Reports for the 2018/19 and 2017/18 financial years w e have noted the
need to improve the quality of working papers supporting the financial statements and to
ensure that responses to audit questions are “Right firsttime”. We have agreed
recommendations and actions with Officers. In both years w e have agreed an additional
audit fee of £4,500 to reflectthe significant amount of additional audit time required as a
result of poor quality w orking papers.

In our progress report presented to the Audit, Governance & Standards Committee on 26
November 2020 w e again highlighted our concerns and challenges in this area, and
provided some illustrative examples. During the ensuing discussion Members recognised
the issues both officers and auditors face.

A new financial ledger was introduced on 1 February 2021. Officers are confident that this
will significantly enhance the quality of w orking papers provided. How ever, the reports
generated willonly provide analysis of whatis in the ledger. This should make sample
selection easier, but until the culture changes so that “Right firsttime” becomes a reality, the
audit process will continue to be extremely challenging.

We have set out some illustrative examples below .
Creditors

The extract from the financial statements included below demonstrates that this is a simple
note, analysing the amount the Council ow edat 31 March 2020 into four categories. We set
up an initial request for w orking papers supporting this note on 24 July. While this is before
the financial statements w ere due to be approved it is good practice for w orking papers to be
prepared alongside the financial statements to provide officers with assurance that the
figures are supported by the underlying information.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20

Note 21

Creditors

Short term creditors

2019/20 2018/19

£000 £000

Central government bodies (4,4886) (1,056)
Other local authorities (6,141) (1,774)
Housing Rents prepaid (613) (497)
Other entities and individuals (2,791) (4,058)
Total (14,031) (7,385)

How ever, the information request w as not opened until 30 September — a month after the
financial statements w ere published. Officers began to provide information to the audit
team from 5 November — a further five w eeks after opening the request, and over two
months after publication of the financial statements.

The audit team and officers discussed the information presented by Officers numerous
times after 5 November, withthe final working papers supporting the Note being
presented to the audit team on 2 December — over three months after the publication of
the financial statements.

Ultimately there were 16 separate documents presented to the audit team in support of
this Note. Many of those w ere Excel spreadsheets w ith numerous tabs. From this
information the audit team follow ed the Grant Thornton audit approach to select a sample
of items for detailed testing.

Just eleven items w eretested in detail. Of these there w ere questions on six, and further
responses, still subject to audit testing, w ere not received until 5 January.

Cash received after 31 March

Auditors need to test income received in the new financial year to ensure that it has been
recognised in the correctyear. A large proportion of the income receipts have been
processed through a suspense account before being coded to the correctaccount code.
This means that wew ere unable to remove many of the items that had already been
tested elsew here (e.g. council tax, housing benefit overpayments etc) as wew ere unable
to identify w hatthe suspense account items related to. We therefore had to spend a lot of
time understanding the process and discussing the best w ay to obtain an appropriate
sample.
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Key messages

Quality of working papers and responses to audit questions (continued)
Debtors

The audit team faced similar challenges in this area. We w ere not able to select a
sample of items for detailed testing until 10 November. Even then, the breakdow n from
w hich the team had to w ork consisted of 25 separate files, many in Excel w ith multiple
tabs.

Payroll / Employee Benefits

We have experienced very significant challenges in this area. In particular:

1) Obtaining monthly payroll reports that can be reconciled to the financial
statements.

2) Obtaining “Full Time Equivalent” staff reports that correctly show starters and
leavers. Different reports have variously:

a) Shownleavers being paid afterthey left;

b) Shownleavers as never having been paid in the year;

¢) Merged information from Bromsgrove DC and Redditch BC payroll;
d) Not show ing starters as having ever been paid in the year.

We have had numerous video calls with Officers, and w ere supplied with at least five
different versions of these reports. The failure of Officers to provide us with w hat
ought to be straightforw ard reports undermines audit confidence in the system and
raises serious questions around the veracity of the information.

These examples demonstrate the significant amount of additional w orkthat both auditors
and officers have had to undertake in order to obtain appropriate assurance over w hatare
actually fairly simple and straightforw ard parts of the financial statements.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20

Key messagesarising from our financial statements work

Property, Plant & Equipment

The depreciation policy disclosed in the accounts is not consistent w ithw hatis actually
being applied, and needs to be updated

Note 14 — Property, Plant and Equipment - tw o assets are incorrectly stated in the Fixed
Asset Register and financial statements. The valuation as per the latest Valuer Report
has not been used:

* Middlehouse Lane (surplus asset) — the latest valuer report has a value of £775,000,
but is recorded as £370,000 in Fixed AssetRegister and financial statements.
Therefore, surplus assets are understated by £405,000.

* QOak Tree Park (non operational PPE asset) - the latest valuer report has a value of
£609,000 for buildings and £261,000 for land, but is recorded as £899,474 for
buildings and £0 for land in the Fixed AssetRegister and financial statements.
Therefore, buildings are overstated by £290,474 and land understated by £261,000.

The Fixed AssetRegister show s over £6.5m of fully depreciated Vehicles, Plant &
Equipment. Management needs to consider w hether these should be written out (they
are no longer used) or prove they are still in existence and in use. If the latter, we w ould
ask Management to reconsider their useful lives as, if the assets are fully depreciated but
still in use, they would not appear to be appropriate.

Officers did not engage the external valuer through a formal Letter of Engagement. This
makes it impossible to ascertain w hether the valuer completed all of the w orkrequested
or intended.

Property, Plant and Equipment — assets not revalued in year - Management have not
carried out procedures to establish w hether material changes (positive or negative) in
asset valuations have occurred betw een the date assets w ere last revalued and the
reporting date. How ever, our ow nw orkin this area has concluded a non material
variance, so w e are satisfied that the assets that have not been formally revalued in year
are not materially differentto the current value. In future years management need to
conduct their ow nassessment.

Note 14 - Property, Plant and Equipment — enhanced to include the material uncertainty
around asset valuations arising from Covid-19.



Financial statements

Commercialin confidence

Key messages

Key messagesarising from our financial statements work (continued)
+ Collection Fund - w eidentified tw oissues:

+ the apportionment of the prior year surplus or deficit figures in respect of Business
Rates have been recorded the wrongw ay round. They should be: Central
Government - £3,869k (not £77k); Redditch Borough Council - £3,095k (not £3,869Kk);
Worcestershire County Council - £696k (not £3,095k) and Hereford and Worcester
Fire Authority - £77k (not £696k). The Total column w as consequently impacted.

* Note 1 to the Collection Fund was incorrectand did not agree to the published
Council Tax setting report.

* Note 18 — Debtors - We identified a classification error betw een Central Government
Bodies, Other Local Authorities and Other Entities and Individuals. The figure for Central
Government Bodies w as overstated by £403k, Other Local Authorities w as understated
by £240k, and Other Entities and Individuals w as understated by £163k. The overall
Debtors figure w as unaffected.

* Note 18 — Debtors — required additional disclosure to fully comply with the Code. Officers
have agreed, but willmake the enhancements in 2020/21:

» Disclosures by class of debtor for past due assets;
» Age analysis of assets past due, but not impaired;
* Analysis of assets individually determined to be impaired and the factors considered.

* Note 37 — Pensions — weidentified 11 different areas that needed to be amended to
correctly reflectthe actuarial reports. None affectthe assets, liabilities or amounts paid.

* Note 31 - Audit Fees — amended to only include the items required and to be clearer
w hichyear items relate to.

* Note 2 - Standards not yet adopted —the FRS 16 disclosure w as not supported by the
w orkthe Council has done. We have agreed revised w ording.

» Our workon the Annual Governance Statement identified a significant number of
typographical errors, not referring to the CIPFA / SOLACE requirements, and saying
nothing about the "Significant Governance Issues”. The Statement has been significantly
enhanced, and now meets the disclosure requirements and is consistent w ith the
financial statements and our know ledge obtained in the audit.

*  Our workon the Narrative Report identified a number of areas for enhancement. The
amended Report now meets the disclosure requirements and is consistent w ith the
financial statements and our know ledge obtained in the audit.
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Note 32 — Employee Remuneration —a number of minor amendments w ere required,
the main one being the Deputy Chief Executive and Executive Director of Leisure,
Environmental & Community Services’ remuneration figures for 2019/20 have not
been updated fromthe prior year.

Note 16 - Financial Instruments:

* The Note was enhanced so that it better complied w ith the Code
requirements. In particular, the figures are split betw een financial assets and
liabilities, short/long term, fair value/amortised cost and non-financial
assets/liabilities.

* We also identified that all disclosure requirements had not been met. For
example, it was not clear w hat categories financial assets and liabilities are
classed in (i.e. for assets are they amortised cost, FVPL or FVOCI).

* The note included references to old terminology (e.g. loans and receivables)
that is no longer relevant under IFRS 9.

* There was no disclosure of the Fair Value Hierarchy for all assets and
liabilities (e.g. cash and cash equivalents, Level 1) etc.

Note 23 - Group accounts - the group pensions disclosures w ithin this Note did not
properly include the actuarial report figures. It simply included the Rubicon Leisure
Limited Pension Fund deficit. The Note w as substantially enhanced to include the
relevant figures and disclosures.

After review ing the disclosures around the Non Domestic Rates (NDR) Provision and
the business rate pool w e agreed w ith officers that several Notes in the financial
statements, w herethis is discussed, could be made clearer. Notes 3, 4,5, 6 and 38
w ere enhanced.

Note 5— Material ltems of Income and Expense — note amended in respect of the
pensions disclosure to make it clearer and consistent w ith the financial statements.

Note 4 — Assumptions made about the future and other major sources of estimation
uncertainty — agreed to remove provision for bad debt and business rates appeals as
these are not major sources of estimation uncertainty.

Our audit identified a small number of typographical errors and instances w here the
prior year comparator figures had not been brough forw ard correctly.
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Significant audit risks

Risk identified in our Audit Plan addendum Auditor commentary

Covid- 19 To address this risk we:

+ workedw ith management to understand the implications the response to the Covid-19 pandemic had
on the organisation’s ability to prepare the financial statements and update financial forecasts and
assessed the implications on our audit approach;

The global outbreak of the Covid-19 virus pandemic has led to
unprecedented uncertainty for all organisations, requiring urgent business
continuity arrangements to be implemented. We expect current

circumstances w ill have an impact on the production and audit of the + liaised with other audit suppliers, regulators and government departments to co-ordinate practical cross
financial statements for the year ended 31 March 2020, including and not sector responses to issues as and w henthey arose. An example of this is the audit approach to the
limited to; material valuation uncertainty disclosed by property valuers and the Emphasis of Matter paragraph

- remote working arrangements and redeployment of staff to critical front included in audit opinions;

line duties may impact on the quality and timing of the production of the < evaluated the adequacy of the disclosures in the financial statements in light of the Covid-19 pandemic;
financial statements, and the evidence w e can obtain through physical

; evaluated w hether sufficient audit evidence using alternative approaches could be obtained for the
observation;

purposes of our audit w hilstw orking remotely;

+ volatility of financial and property markets will increase the uncertainty
of assumptions applied by management to asset valuation and
receivable recovery estimates, and the reliability of evidence we can
obtain to corroborate management estimates;

« evaluated w hether sufficientaudit evidence could be obtained to corroborate significant management
estimates such as asset valuations and recovery of receivable balances;

+ evaluated management’s assumptions that underpin the revised financial forecasts and the impact on

. . . . . . ) . management’'s going concern assessment; and
+ financial uncertainty will require management to reconsider financial

forecasts supporting their going concern assessment and w hether discussed w ith management any potential implications for our audit report if wew ere unable to obtain

material uncertainties for a period of at least 12 months from the sufficientaudit evidence.
anticipated date of approval of the audited financial statements have
arisen; and Findings

+ disclosures within the financial statements will require significant As a result of the pandemic and other challenges experienced during the audit aspects of our workhave
revision to reflect the unprecedented situation and its impact on the been much more challenging as wew ere unable to meet with officers to discuss issues. Being able to do
preparation of the financial statements as at 31 March 2020 in this makes discussing issues and resolving questions much easier. Our audit opinion will be provided

accordance with IAS1, particularly in relation to material uncertainties. significantly later than planned.

We therefore identified the global outbreak of the Covid-19 virus as a
significant risk.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20 9
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Significant audit risks

Risks identified in our Audit Plan

Auditor commentary

Therevenue cycle includes fraudulent transactions (rebutted)
Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may
be misstated due to the improper recognition of revenue.

This presumption can be rebutted if the auditor concludes that there is no
risk of material misstatement due to fraudrelating to revenue recognition.

Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Council,
w e have determined that the risk of fraud arising from revenue recognition can be rebutted, because:

» there is little incentive to manipulate revenue recognition;
opportunities to manipulate revenue recognition are very limited; and

« the culture and ethical framew orks of local authorities, including Redditch Borough Council, mean that
all forms of fraud are seen as unacceptable.

Therefore w e do not consider this to be a significant risk for Redditch Borough Council. The group financial
statements do not include any additional revenue, so there is no risk relating to the group.

Findings
Our audit work has not identified any issues that have caused us to revisit our initial assessment.

Management over-ride of controls

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.

We therefore identified management override of control, in particular
journals, management estimates and transactions outside the course of
business as a significant risk, w hichw as one of the most significant
assessed risks of material misstatement.

To address this risk we:
evaluated the design effectiveness of management controls over journals;
+ analysed the journals listing and determined the criteria for selecting high risk unusual journals;

+ tested unusual journals recorded during the year and after the draftaccounts stage for appropriateness
and corroboration;

+ gained an understanding of the accounting estimates and critical judgements applied made by
management and considered their reasonableness w ith regard to corroborative evidence; and

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

Findings

Our workin this area has not identified any issues in respect of management override of controls.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20
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Significant audit risks

Risks identified in our Audit Plan

Auditor commentary

Valuation of land and buildings

The Authority and group revalues its land and
buildings on arolling five-yearly basis. 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. Additionally, management will
need to ensure the carrying value in the
Authority and group financial statements is not
materially different from the current value or
the fair value (for surplus assets) at the
financial statements date, w here a rolling
programme is used

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

To address this risk we:

» evaluated management's processes and assumptions for the calculation of the estimate, the instructions issued to valuation experts

and the scope of their w ork;
» evaluated the competence, capabilities and objectivity of the valuation expert;
* wroteto the valuer to confirm the basis on w hich the valuation w as carried out;
* challenged the information and assumptions used by the valuer to assess completeness and consistency w ith our understanding;

» tested revaluations made during the year to see if they had been input correctly into the Authority's asset register; and

» evaluated the assumptions made by management for those assets not revalued during the year and how management has satisfied

themselves that these are not materially different to current value at year end.

Findings
We noted in our Audit Plan dated 30 January 2020 that the FRC has determined that auditors need to improve the quality of audit

challenge on PPE valuations across the sector. We therefore increased the volume and scope of our audit workto ensure an ade quate

level of audit scrutiny and challenge over the assumptions that underpin PPE valuations. This resulted in significantly more w orkthan
previous years, including review and challenge of the source data used by the valuer to prepare valuations. This w orkw as particularly
challenging as wew ere not able to meet in person with the valuer to go through this work.

Our workin this area is nhow complete. How ever, w e have encountered some very serious challenges and delays in completing our
w ork:

* We had difficulty in obtaining the previous revaluation reports. This delayed us being able to select a sample for detailed testing.

* Having selected a sample for detailed testing w e w ere unable to follow the accounting treatment, necessitating further discus sions
w ith Officers.

» Officers were unable to provide us withfloor areas for those properties revalued, w hichis a key input in the valuation calc ulation.
This is surprising as w e w ould expect the Council to know the floor area of buildings it ow ns for other purposes. These w ere
eventually provided by the Valuer, but obtaining them took a significant amount of time.

« Officerswereinitially unable to provide us with evidence to support the comparable properties used to value the HRA properties.
After a significant number of requests and conversations this information w as provided, and w as satisfactory.

« Officers have not engaged the external valuer through a Letter of Engagement. This makes it impossible to ascertain w hether the
valuer completed all of the w orkrequested or intended.

As noted on page 8, w eidentified tw o assets for w hich an out of date valuation had been used. The net effectof these is that surplus
assets w ere understated by £405k and non operational assets overstated by £29k.
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Significant audit risks

Risks identified in our Audit Plan Auditor commentary

Valuation of pension fund net liability To address this risk we:

The Authority's pension fund net liability, as reflectedin  + updated our understanding of the processes and controls put in place by management to ensure that the Authority’s
its balance sheet as the net defined benefit liability, pension fund net liability is not materially misstated and evaluated the design of the associated controls;

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 and the sensitivity of the estimate to changes in

+ 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 w ho carried out the Authority’s pension fund

key assumptions. valuation;
» assessed the accuracy and completeness of the information provided by the Authority to the actuary to estimate the
We therefore identified valuation of the Authority’s liability;

pension fund net liability as a significant risk, w hichw as
one of the most significant assessed risks of material
misstatement.

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

» undertook procedures to confirm the reasonableness of the actuarial assumptions made by review ing the report of the
consulting actuary (as auditor’'s expert) and performed any additional procedures suggested w ithin the report; and

» obtained assurances fromthe auditor of Worcestershire Pension Fund as to the controls surrounding the validity and
accuracy of membership data; contributions data and benefits data sent to the actuary by the pension fund and the fund
assets valuation in the pension fund financial statements.

Findings

Our work in this area w e identified 11 different areas that needed to be amended to correctly reflect the actuarial reports.
None of these affectthe assets, liabilities or amounts paid and the final financial statements have been updated.
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Significant findings — key estimates and judgements

Accounting area Summary of management’s policy Auditor commentary Assessment
Provisions for In previous years the Council has been responsible for repaying This represents a significant change in the approach to recognising
NNDR appeals successfulrateable value appeals. The calculation of the provision provisions for business rates appeals. We conducted extensive workin

required w as based upon the latest information about outstanding order to obtain adequate assurance that the new arrangements w ere

rates appeals provided by the Valuation Office Agency (VOA) and consistent w ith other Worcestershire local authorities and the Business

previous success rates. The provision has been broadly consistent, Rate Pool agreement.

being £2,070k in 2017/18 and £2,630k in 2018/19.

How ever, as explained in Note 5._ “From 13? April 2019 the Council Officers agreed to enhance the notes in the financial statements w hich

became part of the Worcgstfarshlre 75% Buglness the PFilot Pool relate to this issue — 3, 4, 5, 6 and 38. Adding to note 5:

rather than the Greater Birmingham and Solihull Business Rate

Pool (GBSBRP). The agreement is a no detriment arrangement "The significant changes to creditors and provisions in respect of the

w hereby the Council receives a share equal to the 40% it received Worcestershire Business Rate Pilot Pool will only apply to 2019/20, the

under GBSBRP arrangements and benefit from any increase in duration of the Pilot. In 2020/21, the Council will return to being

business rate income. The Council share is received from accountable for 40% of the Business Rate Pool and holding a 40%

Worcestershire County Council (WCC) rather than the Collection share of business rate creditors, prepayments and appeals” (Green)

Fund. The 75% Pilot arrangements apply for 2019/20 only and
provide that WCC receive 74% of business rate income, Hereford
and Worcester Fire and Rescue (HWFR) continue to receive 1%
and Central Government receive 25% rather than 50% it received
under the previous arrangements. The Balance Sheet as at 31st
March 2020 requires business rate activity (arrears, prepayments,
appeals, surplus and provision for bad debts) other than court costs
to be allocated to WCC (74%), HWFR (1%) and Central
Government (25%) w hereas the Balance Sheet as at 31st March
2019 included a 40% allocation to the Council.”

Therefore, the provision for business rate appeals has reduced from
£2,630k in 2018/19 to zero in 2019/20.

Adding to notes 3, 4, 6 & 38:

"The Council manages the Collection Fund and accounts for business
rates on behalf of itself, Worcestershire County Council, Hereford and
Worcester Fire and Rescue Authority and Central Government. The
Council share of the business rate assets and liabilities in 2019/20 w as
0% in accordance w ith the Worcestershire Business Rate Pilot Pool
that operated for that year. This compares with 40% in 2018/19. From
2020/21 the share of assets and liabilities will revert back to 40%."

We are satisfied that the amended disclosures provide clarity over the
arrangements, and that the accounting for them is reasonable.

Assessment

® Wedisagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentiallymaterially misstated

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

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

We consider management'’s process is appropriate and key assumptions are neither optimistic or cautious
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Significant findings — key estimates and judgements

Accounting area

Summary of management’s policy

Auditor commentary

Assessment

Land and Buildings —
Council Housing -

The Council ow ns 5,685 dw ellings and is required to revalue these
properties in accordance with DCLG’s Stock Valuation for Resource
Accounting guidance. The guidance requires the use of beacon
methodology, in w hicha detailed valuation of representative
property types is then applied to similar properties. The year end
valuation of Council Housing w as £296,552k, a net increase of
£16,953k from 2018/19 (£279,599K).

We have set out our findings in relation to the valuation of land
and buildings on page 11. In relation to Council Houses, our w ork
to test that properties are included in the correctbeacon, and that
the valuations used are appropriate given the area and reduction
for the social use factor, is complete.

We are satisfied that the judgements and estimates used by
management in determining the value of Council Housing are
appropriate forthe Council.

(Green)

Land and Buildings —
Other

The Authority revalues its land and buildings as a minimum on a
rolling five-yearly basis withinterim review s. If the value of an asset
class is projected to materially change during the period since the
last valuation then further valuations are instructed. Some asset
classes are currently valued annually.

We have set out our findings in relation to the valuation of other
land and buildings on page 11.

The workrequired for us to be satisfied that the judgements and
estimates used by management in determining the value of other
land and buildings are appropriate forthe Council is still
complete.

(Green)

Net pension liability

A full actuarial valuation is required every three years. The latest full
actuarial valuation was completed in 2019. A roll forw ard approach
is used in intervening periods, w hich utilises key assumptions such
as life expectancy, discount rates, salary grow th and investment
returns. Given the significant value of the net pension fund liability,
small changes in assumptions can result in significant valuation
movements.

We have set out our findings in relation to the net pension liability
on page 12. We are satisfied that the judgements and estimates
used by management in determining the pension fund asset and
liability are consistent withthose used by the actuary and
appropriate forthe Council.

(Green)

Assessment

® Wedisagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentiallymaterially misstated

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

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

We consider management’s process is appropriate and key assumptions are neither optimistic or cautious
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Significant findings — key judgements and estimates

® Wedisagree 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

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

consider cautious

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

Summary of management’s policy Audit Comments Assessment
Net The Council's net pension liability at We have:
pension 31 March 2020 is £74.1m (2018/19 «  Undertaken an assessment of management’s expert
liability £72.93m). + Reviewed and assessed the actuary’s roll forw ard approach taken (Green)
The Council uses Mercer to provide * Used an auditors expert (PWC) to assess the actuary and assumptions made by the actuary
actuarial valuations of the Council's
assets and labies derved from
these schemes. A full actuarial
valuation is required every three Discount rate 2.4% 2.3% - 2.4%
years.
The latest full actuarial valuation was Pension increase rate 2204 21%
completed in 2019. A roll forw ard
approach is used in intervening
periods, w hich utilises key Salary growth 3.6% 3-4%
assumptions such as life expectancy,
discount rates, salary growth and .
investment returns. Life expectancy — Males currently aged 45 / 65 24.2/ 22.6 ggg - ggg/
Given the significant value of the net ' :
pension fund liability, small changes Life expectancy — Females currently aged 45 / 65 27.0/ 25.0 25.9 —27.7/
in assumptions can result in 225 -247
significant valuation movements.
Salary growth— PWC conclude “When considering the CPl inflation [pension increase rate] in aggregate with
the discount rate assumption, the assumptions w ll lead to liabilities falling w ithin our expected ranges and
e t hence can be considered reasonable. The CPI inflation assumption sits at or above the top, or most prudent
sessmen

end, of the range w e w ould expect to see.

Female life expectancy — PWC conclude “While some of the individual components of this assumption fall
outside of our expected ranges, overall the futureimprovements in mortality assumptions are w ithin our
expected range, albeit tow ards the most prudent end”.

We have review ed:

* Completeness and accuracy of the underlying information used to determine the estimate;
* Impact of any changes to valuation method;

* Reasonableness of the Council's share of LGPS pension assets;

* Reasonableness of increase/decrease in estimate; and

* Adequacy of disclosure of estimate in the financial statements.
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Significant findings — going concern

Our responsibility

As auditors, w e are required to “obtain sufficientappropriate 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 w hether there is a material uncertainty about the entity's ability to continue as a going concern” (ISA (UK) 570).

Going concerncommentary

Auditor commentary

Management's assessment process

Management do not undertake a formal assessment of
w hether the Council is a going concern.

The Council has a sound income stream through Council
Tax (£6.3m) and Business Rates (£4.9m) (although this

includes a one-off gain through the release on the 2017

rating list provision for appeals, the Council share being

£2.8m). It has delivered a balanced budget year on year
and has a realistic Medium Term Financial Plan.

The Council also has usable, non earmarked reserves of
£1.6m.

Auditor commentary

This is reasonable as the Council has a realistic Medium Term Financial Plan and sufficientreserves to cover any short
term unexpected need. It would be considered a going concern even if it demised and the services transferred to
another body. Our Informing the Audit Risk Assessment report, presented to Audit, Governance and Standards
Committee on 27 July, show s on pages 16 to 19 the arrangements in place to demonstrate that the Council is a going
concern.

Work performed

Our audit w ork, including our VFM w ork, has not raised
any doubts around the going concern assumption. Also, in
the public sector, going concern is taken to mean that the
services are transferred/ delivered by another body. As
the Council services / functions w ould be delivered by any
successor body, the threat of re-organisation does not
apply.

Auditor commentary

The reported position of the Council at 31 March 2020 per the draft financial statements show s that they have total current
assets of £20.8m compared to £14.6m current liabilities, £1.5m of total current assets are cash and are therefore highly
liquid.

We have nothing to report in relation to Going Concern.
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Other matters for communication

We set out below details of other matters w hichw e, as auditors, are required by auditing standards and the Code to communicate to those charged w ith governance.

Issue

Auditor commentary

Matters in relation to fraud

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

Matters inrelation to related
parties

We are not aw are of any related parties or related party transactions w hich have not been disclosed.

Matters in relation to law s and
regulations

You have not made us aw are of any significant incidences of non-compliance w ith relevant law s and regulations and w e have not identified any
incidences from our audit w ork.

Written representations

A letter of representation will be requested fromthe Council prior to the issuance of our audit opinion.

Confirmationrequestsfrom third
parties

We requested from management permission to send confirmation requests to banks and councils withwhomthe Council had investments or
borrowing. This permission w as granted and the requests w ere sent. All of these requests w ere returned w ith positive confirmation.

Disclosures

Our review found no material omissions in the financial statements, how ever disclosure adjustments are disclosed in Appendix D.

Audit evidence and
explanations/significant
difficulties

We have reported the significant difficulties with our audit of the draft accounts and w orking papers on page 6.
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Other responsibilities under the Code

Issue Commentary

Other information We are required to give an opinion on w hether the other information published together with the audited financial statements (including the
Annual Governance Statement and Narrative Report), is materially inconsistent with the financial statements or our know ledge obtained in the
audit or otherwise appears to be materially misstated.

Our workon the Annual Governance Statement identified a significant number of typographical errors, referring to the w rong Committee, not
referring to the CIPFA / SOLACE requirements, and saying nothing about the "Significant Governance Issues". The Statement has been
significantly enhanced, and now meets the disclosure requirements and is consistent w ith the financial statements and our know ledge
obtained in the audit.

Our workon the Narrative Report identified a number of areas for enhancement. The amended Report now meets the disclosure re quirements
and is consistent with the financial statements and our know ledge obtained in the audit.

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

exception - If the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is misleading
or inconsistent with the other information of w hichw e are aw are from our audit

+ If wehave applied any of our statutory pow ers or duties

We have nothing to report on these matters, how ever, please note the comments above.

Specified procedures for Whole We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts (WGA) consolidation pack
of Government Accounts under WGA group audit instructions.

Work is not required as the Council does not exceed the threshold.

Certification of the closure of the ~ We intend to certify the closure of the 2019/20 audit of Redditch Borough Council in the audit report, as detailed in Appendix F.
audit
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Value for Money

Risk assessment

Background to our VFM approach We carried out an initial risk assessment in January 2020 and identified one significant
) _ ] risk in respect of specific areas of proper arrangements using the guidance contained in
We are required to satisfy ourselves that the Council has made proper arrangements for AGNO3. We communicated this risk to you in our Audit Plan dated 30 January 2020.

securing economy, efficiency and effectiveness in its use of resources. This is know n as

the Value for Money (VFM) conclusion. We have continued our review of relevant documents up to the date of giving our report,

and have not identified any further significant risks w here w e need to perform further

We are required to carry out sufficient w ork to satisfy ourselves that proper arrangements work. We do not consider Covid-19 to be a significant risk given the date of the

are in place at the Council. In carrying out this w ork, w e are required to follow the NAO's pandemic.

Auditor Guidance Note 3 (AGN 03) issued in April 2020. AGN 03 identifies one single We carried out further w orkonly in respect of the significant risk w e identified from our
criterion for auditors to evaluate: initial and ongoing risk assessment. Where our consideration of the significant risk

determined that arrangements w ere not operating effectively, w e have used the
examples of proper arrangements from AGN 03 to explain the gaps in proper
arrangements that w e have reported in our VFM conclusion.

“In all significant respects, the audited body takes properly informed decisions and deploys
resources to achieve planned and sustainable outcomes for taxpayers and local people.”
This is supported by three sub-criteria, as set out below :

Our work

AGN 03 requires us to disclose our view s on significant qualitative aspects of the
Council's arrangements for delivering economy, efficiency and effectiveness.

We have focused our workon the significant risk that w e identified in the Council's
arrangements. In arriving at our conclusion, our main considerations w ere robustness of
your Medium Term Financial Plan.

Informed

decision We have set out more detail on the risk w e identified, the results of the workwe
making performed, and the conclusions w e drew from this workon pages 20 to 22.

Significant difficulties inundertaking our work

We did not identify any significant difficulties in undertaking our workon your
arrangements w hichwewishto draw to your attention.

Value for

Money
arrangements Significant mattersdiscussed with management

criteria There w ere no matters w here no other evidence w as available or matters of such

Working Sustainable significance to our conclusion or that w e required w ritten representation from

with partners resource management or those charged with governance.
& other third deployment

parties
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Value for Money

Overall conclusion

Based on the workw e performed to address the significant risk, w e are satisfied that
except for the matter w e identified in respect of financial sustainability, the Council had
proper arrangements for securing economy, efficiency and effectivenessin its use of
resources.

How ever, w e also considered w hether the significant challenges in relation to the
financial statements audit also needed to be reflected in our value for money
conclusion, given one of the NAO VFM criteria relates to “Unreliable and untimely
financial reporting that doesn’t support the delivery of strategic priorities, such as the
late submission of financial statements for audit”. This w as considered by an
independent consistency panel, w ho agreed w ith our assessment that the VFM
Conclusion should not be qualified in this regard. This w as principally because of the
support fromthe Chief Executive to the Acting S.151 Officer, and of the audit process.

We therefore propose to give a qualified 'except for' conclusion.
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Value for Money

Key findings

We set out below our key findings against the significant risks w e identified through our initial risk assessment and further risks identified through our ongoing review of documents.

Significant risk

Findings

Conclusion

Financial sustainability

How robust is the Medium Term Financial
Strategy (MTFS) and how w ell developed are
savings plans?

In 2018/19 we issued an "Adverse" VFM
Conclusion and a Statutory Recommendation
around the lack of progress to bridge the
financial deficit. We report our follow up of the
Statutory Recommendation on pages 24-26.

We will follow up progress and test w hether
the difficult decisions necessary to ensure
long term financial sustainability are being
taken. To do this we will:

1) Review the 2019/20 financial performance
against budget to obtain assurance that
savings and income generation schemes are
being appropriately reported and that
Members are clearly sighted on any risks or
challenges;

2) Review the 2020/21 MTFP and budget to
obtain assurance that new savings or income
generation schemes are being brought
forward and agreed. Review a sample of
these schemes to obtain assurance that they
are robust and that the financial challenges,
implications and risks are appropriately
reported to Members.

1) We have monitored the Council response to its financial challenge, both pre- and post-
Covid 19. In December 2019 Members w ere presented with a report w hich set out the
key messages and emerging issues fromthe MTFP planning as it was at that time. |t
show s the movements from previous forecast, the large cost pressures and savings, and
the impact on balances. Members w ere therefore given plenty of opportunity to consider
the proposed MTFP in advance of formal approval in February. It was clear that difficult
decisions would be needed to deliver the savings required.

The MTFP presented in February 2020 is clear, concise and based on reasonable
assumptions. For example, 2% pay grow th & inflation, 2% increase in Council Tax, and
reductions in New Homes Bonus. Quarterly Finance Reports and Savings Monitoring
Reports show progress against the agreed budget and delivery of the savings and
income generation schemes. Members are provided with clear and concise reports, and
given the opportunity to discuss key decisions in advance. While there is scope to make
reporting of savings against the MTFP more sophisticated, it does provide Members w ith
some detail and a RAG rating. Where there are under or overspends in portfolios these
are clearly reported. The financial outturn show s that, despite the challenges of Covid-19,
particularly the impact on leisure services, an underspend of £403k w as achieved against
the revised budget.

Members have made some difficult
decisions in order to move to a more
balanced financial position. How ever, the
Council still needs to save around £1.7m by
2023/24, and non earmarked general fund
reserves of £1.6m as at 31 March 2020 wi ill
be insufficient to cover this. This is without
know ing the full impact of Covid-19.

In 2019/20 the HRA position was
reasonably balanced, and at 31 March 2020
reserves w ere £744k. How ever, a number of
reports to Members have set out the
ongoing challenges the HRA faces, even
before the impact of Covid-19, w hich could
be around £2m.

While w e are satisfied that progress has
been made against the Statutory
Recommendation it is clear that the Council
still faces significant challenges to ensure
that the general fund and HRA are in a long
term financially sustainable position.

Managementresponse

See next page.
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Significant risk

Findings

Conclusion

Financial sustainability

How robust is the Medium Term Financial
Strategy (MTFS) and how w ell developed are
savings plans?

In 2018/19 we issued an "Adverse" VFM
Conclusion and a Statutory Recommendation
around the lack of progress to bridge the
financial deficit. We report our follow up of the
Statutory Recommendation on pages 24-26.

We will follow up progress and test w hether
the difficult decisions necessary to ensure
long term financial sustainability are being
taken. To do this we wil:

1) Review the 2019/20 financial performance
against budget to obtain assurance that
savings and income generation schemes are
being appropriately reported and that
Members are clearly sighted on any risks or
challenges;

2) Review the 2020/21 MTFP and budget to
obtain assurance that new savings or income
generation schemes are being brought
forward and agreed. Review a sample of
these schemes to obtain assurance that they
are robust and that the financial challenges,
implications and risks are appropriately
reported to Members.

2) We selected 11 schemes to test in detail. Our selection w as based on our perceived
risk of the savings, and the value involved. We did not consider New Homes Bonus,
Council Tax increases or Council Tax Surplus as these are "known". The schemes we
tested below amount to £2,245k against a total (excluding NHB, CT & CT Surplus) per
the MTFP, of £2,410k = 93%.

Generally, the savings w ere fully developed, reasonable and appropriately reported to
Members. These include those that required Members to make difficult decisions -
closure of the One Stop Shops, withdraw alfromthe Rubicon Business Centre, reduction
in Dial a Ride costs and reallocation of Voluntary Community Service funding. Other
savings are essentially "know n" - these include the Minimum Revenue Provision savings
from re-profiling capital expenditure and review ing asset lives, savings on a new
insurance contract w hichis based on competitive tender, and reduced pension fund
contributions.

Other schemes w ere less certain. For example, forreduction in enabling costs of 1%,
how the 1% cost reduction will be achieved has not been w orked through yet, and
service restructure is still going through the process of approval and implementation.
These twoitems amount to £75k.

The Council estimates that the financial impact of Covid-19 could amount to £2.5m,

w hichis partly offsetby grants totalling £1m. Leaving a net deficit of £1.5m. The Council
(with others) continues to lobby government for additional funding to cover certain
specific areas, such as leisure and non payment of housing rents, and more recently the
National Leisure Recovery Fund w as announced. Officers have been very clear in their
reporting to Members of the impact this will have on the financial position, but have also
developed a detailed "Recovery Plan". While the situation around Covid-19 remains
uncertain there is littte more that the Council can do, and appropriate actions are being
taken.

Managementresponse

Management agrees w ith the auditor
conclusion in this area. Significant
progress has been made in the last year
w hichis a credit to the Council, how ever
further significant w orkis required to
ensure that the Council remains financially
robust going forw ards. There are
significant budget gaps in future years

w hich Councillors and budget managers
will need to address early in 2021 to
ensure that the gap is closed. Covid-19
has had a significant impact on the
Council and w hile grants have been
received from central government to help
mitigate this it remains unclear to w hat
extent the Council's finances will change
as aresult.
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Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence as auditors that w e are required or wishto draw to your attention. We have complied w iththe
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 w e 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 w e are independent and are able to express an objective opinion on the financial statements.

Further, w e have complied w ith the requirements of the National Audit Office’s Auditor Guidance Note 01 issued in May 2020 w hich sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed in Appendix E.

Audit and Non-audit services

For the purposes of our audit w e have made enquiries of all Grant Thornton UK LLP teams providing services to the Council. The follow ing non-audit services w ere identified. w hich
w ere charged from the beginning of the financial year to January 2021 as well as the threats to our independence and safeguards that have been applied to mitigate these threats.

Fees £ Threats identified Safeguards
Audit related
Certification of Housing 24,000 Self-Interest (because this is a The level of this recurring fee taken on its ow nis not considered a significant threat to independence as the fee
Benefit subsidy claim recurring fee) for this workis £24,000 in comparison to the total fee for the audit of £53,379 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.

Certification of Housing 2,500 Self-Interest (because this is a The level of this recurring fee taken on its ow nis not considered a significant threat to independence as the fee

capital receipts grant recurring fee) for this workis £2,500 in comparison to the total fee for the audit of £53,379 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.

Non-audit related - None

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20 23



Appendix A

Commercialin confidence

Action plan

We have identified four recommendations forthe Council as a result of issues identified during the course of our audit. We tave agreed our recommendations w ith management and we

will report on progress on these recommendations during the course of the 2020/21 audit. The matters reported here are limited to those deficiencies that w e have identified during the

course of our audit and that w e have concluded are of sufficient importance to merit being reported to you in accordance w ithauditing standards.

Assessment

Issue andrisk

Recommendations

Quality of working papers and responses

This is the third year that w e have made a recommendation in

Recommendation
The Finance Team needs to properly address the recommendations made in previous

High relation to the quality of working papers and responses to audit years and to ensure that responses to audit questions are “right firsttime”.

questions. The quality of w orking papers this year has not improved. Managementresponse

While some of this is related to the challenges of Covid-19, most of . . .

the issues relate to lack of attention to detail, superficial T_he_ Co_unC|I _acknow ledges thgt the q_uallty of working papers has led to a number of

. . . . . difficulties this year end, as with previous year ends, for the closure of the accounts and
explanations, and providing inaccurate or incomplete information. . . . . i . )
There is a direct costto the Council of this — both internally through audit process. Covid-19 has driven some of this as officers w ere unable to sit dow nw ith
. . auditors to go through w orking papers to explain them w hich can often resolve issues.
engaging contractors to support the audit, and externally through - i . . .
additional audit fees Aside from this an old ledger systemw hichw as not fit for purpose made date extraction
' hard to support sampling and robust w orking papers. A new system has now gone live and

it is anticipated that this will improve the quality of w orking papers in coming years.
Additional resource will also need to be deployed in this area to ensure a smooth year end
process next year.

Fully depreciated assets Recommendation

The Fixed AssetRegister show s over £6.5m of fully depreciated Management needs to consider w hether these fully depreciated assets should be w ritten

Vehicles, Plant & Equipment. Management needs to consider out (they are no longer used) or prove they are still in existence and in use. If the latter, we

w hether these should be w ritten out (they are no longer used) or Management should reconsider their useful lives as, if the assets are fully depreciated but

prove they are still in existence and in use. f the latter, w e w ould still in use, they w ould not appear to be appropriate.

ask Management to reconsider their useful lives as, if the assetsare  Managementresponse

;ﬂgg;ﬁ;ﬁgmed but still in use, they w ould not appear to be Management w illundertake a review of these assets as part of the closedow n next year

' and determine an appropriate course of action as a result.
Controls

® High - Significant effect on control system

Medium — Effect on control system

Low — Best practice
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Action plan

Assessment Issue andrisk Recommendations
Property, Plant and Equipment valuations Recommendation
This is a major focus of our work, and will continue to be so in Management needs to:
2020/21. Our workthis year took an excessively long time to 1) Ensure previous years valuation reports are readily available.

complete — both for auditors and officers. The amount of time

needed to complete this aspect of our audtt is not sustainable. 2) Ensure that a Letter of Engagement is agreed w ith the valuer, clearly setting out the

requirements and expectations.

3) Ensure that evidence to support the floor area of revalued buildings is retained and
readily available.

4) Conduct areview of assets not revalued in year to determine w hether they continue to
be fairly stated.

5) Ensure that details of comparable properties used in HRA valuations is retained and
readily available.

Managementresponse

This w as a particularly challenging are of the audit this year, in part due to the increased
demands by the regulator. In addition to this, it was determined during the audit that the
Council did not hold detailed records of assets ow ned. As a result the external valuer w as
required to supply this information such as floor areas. Moving forw ards the Council will use
the external valuers as a “first port of call’ on all valuation and assets queries to allow fora
smoother audit process rather than trying to do this internally.

Annual Governance Statement Recommendation
Our workon the Annual Governance Statement identified a Management needs to ensure that the Annual Governance Statement complies with the
significant number of typographical errors, referring to the wrong CIPFA / SOLACE requirements. In particular referring to the S.151 Officer responsibilities

Committee, not referring to the CIPFA / SOLACE requirements, and ~ and ensuring that “Significant Governance Issues” are appropriately explained.
saying nothing about the "Significant Governance Issues".

Managementresponse

Management agreed w iththe feedback from auditors and amended accordingly and this
will be reflected in future sets of accounts.

Controls
® High - Significant effect on control system
Medium — Effect on control system

® Low —Best practice
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Follow up of prior year recommendations

We identified the follow ing issues in the audit of Redditch Borough Council's 2018/19 financial statements, w hichresulted in two recommendations being reported in our 2018/19 Audit
Findings report. Our audit w orkthis year indicates that the implementation of our recommendations is still to be completed.

Assessment Issueandrisk previously communicated Update on actions takento address theissue

X Statement of Accounts production We have not identified any issues or errors that have been
M fthe ch identified It of dit ted f last i repeated from previous years. How ever, the quality of the
d.any 0. .e ¢ ar(;ggswel ent !e as;’:tresu o.ourhau rwere rerijeae r(_)m as yea.lr. IS Statement of Accounts still needs further improvement in

isappointing and time consuming to have to raise the same amendments in successive order to reduce the number of changes required as a result

years. The Council needs to ensure that the template Statement of Accounts for 2019/20 of the audit
start with the final audited 2018/19 Statement. ’
Recommendation
The Council needs to ensure that amendments to the structure of the Statement of Accounts
for 2019/20 and the titles and headings used therein reflects the changes agreed this year.
Managementresponse
The Council will ensure that in future years a greater amount of time will be allocated to
quality checking at a senior level.

X Qu ality of Working papers and responses Unfortunately, this has not improved. The delays and
Wi ted ) ¢ inth ity of th K initiall ided t challenges w e have experienced this year are w orse than
Y € note shome 'mprovement in the 9““%_9 ewor _éjng papers_ 'E' 1al ybprowf edtous. in previous years. While some of this is related to the
bO.W ever, t dOT:e |nt1rr1)roveme_nts ¥vere |nsdt_1t t'ﬁ'em to avoid a very hig dnum erf 0 queitlons challenges of Covid-19, most of the issues relate to lack of
. elgg raised. For g n?ajorfny r? our au. It the responses werecelved w ere frequently attention to detail, superficial explanations, and providing
inadequate, necessitating further questions. inaccurate or incomplete information.
Recommendation
Officers need to properly address the recommendation made last year and to ensure that
responses to audit questions are “Right firsttime”.
Managementresponse
A training plan will be put in place to address improvements in working papers and
responses to audit queries. This will be developed in consultation with Grant Thornton.

Assessment

v" Action completed

X Notyet addressed
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Follow up of prior year Statutory Recommendation

On 25 July 2019 weissued a Statutory Recommendation under section 24 of the Local Audit and Accountability Act 2014. We reported this to the Audit, Governance & Standards
Committee in our Audit Findings Report on 29 July 2019.

Assessment  Statutory Recommendation Update on actions takento address theissue
The Council needs to take urgent action to prevent both its General Grant Thornton met with the Portfolio Holder, Chief Executive and Deputy S.151
Fund and HRA balances being exhausted by the end of 2020/21. Officer on 17 September 2019 to discuss the next steps.
v Failure to talfje effective agtl?n W'('; prtdthe Council at risk of breaching 5 55 September 2019 the Audit, Governance & Standards Committee formally
its statutory duty to set a balanced budget. considered the Recommendation and approved the Council response. The
It must agree and implement an achievable financial strategy that report w as then considered by Executive on 29 October 2019, with a further
ensures a sustainable level of General Fund and HRA balances is update being presented on 11 November 2019.

maintained in the medium term (at least the next three years up to and
including 2021/22), taking into account the current uncertainties about
future local authority funding.

The reports referenced above set out in detail the assessment of the
deliverability of the savings challenge for2019/20 and the monitoring that w ould
take place.

This must include the follow ing. The Medium Term Financial Plan presented to Executive on 11 February 2020

+ A fullassessment of the deliverability of the £1.13 million savings set out very clearly the financial challenges and actions needed. The report
challenge for 2019/20 and the agreement and monitoring of actions noted that Members had already made some difficult decisions to approve
by the Executive that either prevent or minimise the furtheruse of  service changes and realignment of funding to realise additional savings of:
both General Fund and HRA balances in 2019/20.

+ A financial plan for 2020/21 that includes the identification of further
deliverable savings and income generation schemes, cost base ) ) ) ) i
reductions and Council Tax increases that eliminates the planned ~ * Reallocation of Voluntary Community Service Funding (saving £108k).
£1.17 milion use of General Fund balances and ensures there are  The MTFP explained how the 2020/21 forecasthad moved froma £1.17m deficit
no further calls on HRA balances. This will require Members to take (per the Statutory Recommendation) to an £82k surplus.
difficult decisions about sustainable levels of service and increases
in Council Tax.

* Closure of the One Stop Shops (saving £60k)
» Withdraw al from the Rubicon Business Centre (saving £92k)

The MTFP sets out that the annual “gap” w as:

» Agreement of a realistic financial plan for 2021/22 that has 2020/21 = £82k surplus;

deliverable savings and seeks to ensure that there are no further ~ 2021/22 = £352k gap;
planned uses of General Fund and HRA balances that would put 2022/23 = £305k gap:

them below a financial sustainable level.
2023/24 =£1,021k gap.

Assessment
v" Action completed

X Notyet addressed
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Follow up of prior year Statutory Recommendation

Assessment  Statutory Recommendation

Update on actions takento address theissue

The Council needs to take urgent action to prevent both its General
Fund and HRA balances being exhausted by the end of 2020/21.
Failure to take effective action will put the Council at risk of breaching
its statutory duty to set a balanced budget.

v

It must agree and implement an achievable financial strategy that
ensures a sustainable level of General Fund and HRA balances is
maintained in the medium term (at least the next three years up to and
including 2021/22), taking into account the current uncertainties about
future local authority funding.

This must include the follow ing.

+ A fullassessment of the deliverability of the £1.13 million savings
challenge for 2019/20 and the agreement and monitoring of actions
by the Executive that either prevent or minimise the further use of
both General Fund and HRA balances in 2019/20.

* A financial plan for 2020/21 that includes the identification of further
deliverable savings and income generation schemes, cost base
reductions and Council Tax increases that eliminates the planned
£1.17 milion use of General Fund balances and ensures there are
no further calls on HRA balances. This will require Members to take
difficult decisions about sustainable levels of service and increases
in Council Tax.

+ Agreement of a realistic financial plan for 2021/22 that has
deliverable savings and seeks to ensure that there are no further
planned uses of General Fund and HRA balances that would put
them below a financial sustainable level.

For the HRA, for 2019/20 and 2020/21 the anticipated position w as a deficit

w hichw ould reduce the Housing Revenue Account balances to below the £600k
minimum requirement advised by the Section 151 officer and agreed by
Members. To enable the balances to remain at £600k the budget included

draw ing £195k from the reservesin 2019/20 and £208k in 2020/21. How ever,
this was to be reimbursed from 201/22 to 2023/24 as the HRA position improved.

On 4 August 2020 the Financial Monitoring Outturn report for 2019/20 w as
presented to Executive. This reported a £403k underspend against the revised
budget, whichitself was £1m low er than the initial budget. This included a £413k
overspend on Rubicon Leisure as a result of the decrease in activity from Mid
February onw ards (as a result of Covid-19) — necessitating the management fee
be increased. The report also highlighted significant savings on salaries &
vacancies totalling £737k.

The Outturn report also show ed £38k underspend on cost of services for the
HRA. The General Reserve decreased slightly from£770k to £744k, compared
to £600k forecast.

On 27 October 2020 Executive received the “Medium Term Financial Plan -
Financial Framew ork 2021/22 — 2024/25” report w hich set out the challenges
and objectives for developing the MTFP. The report states that the Council has
to deliver £1.7m over the next 3 years with £352k to be found for 2021/22, rising
to £1m in 2023/24.

The full impact of Covid-19 is still unknow n. How ever, the Council is forecasting
an outturn overspend of for 2020/21 of £158k mainly arising from the anticipated
loss of income for Rubicon Leisure during the year. For the HTA a gap of £2
million is forecastdue to a reduction in rent payments.

On page 18, wereport on our VFM workfor 2019/20, and state “Generally, the
savings w ere fully developed, reasonable and appropriately reported to
Members...Other schemes w ere less certain.”

Assessment
v" Action completed

X Notyet addressed
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Assessment  Statutory Recommendation Update on actions takento address theissue
The Council needs to take urgent action to prevent both its General Conclusion
Fund and HRA balances being exhausted by the end of 2020/21. The Council has responded positively to the Statutory Recommendation, and
/ Failure to take effective action will put the Council at risk of breaching Members have made some difficult decisions in order to move to a more
its statutory duty to set a balanced budget. balanced financial position. How ever, the Council still needs to save around
It must agree and implement an achievable financial strategy that £1.7m by 2023/24, and non earmarked general fund reserves of £1.6m as at 31
ensures a sustainable level of General Fund and HRA balances is March 2020 will be insufficient to cover this. This is w ithout know ing the full

maintained in the medium term (at least the next three years up to and impact of Covid-19.

including 2021/22)., taking. into account the current uncertainties about In 2019/20 the HRA position w as reasonably balanced, and at 31 March 2020
future local authority funding. reserves were £744k. How ever, a number of reports to Members have set out
This must include the follow ing. the ongoing challenges the HRA faces, even before the impact of Covid-19,

- A full assessment of the deliverability of the £1.13 milion savings W hichcould be around £2m

challenge for 2019/20 and the agreement and monitoring of actions While w e are satisfied that progress has been made against the Statutory
by the Executive that either prevent or minimise the further use of Recommendation it is clear that the Council still faces significant challenges to
both General Fund and HRA balances in 2019/20. ensure that the general fund and HRA are in a long term financially sustainable

- A financial plan for 2020/21 that includes the identification of further POStioN-

deliverable savings and income generation schemes, cost base Managementresponse
reductions and Council Tax increases that eliminates the planned
£1.17 milion use of General Fund balances and ensures there are
no further calls on HRA balances. This will require Members to take
difficult decisions about sustainable levels of service and increases
in Council Tax.

The Council is pleased that its hard workto date has been noted by external
audit in this area. Management agree that there is significant w orkto be done
going forw ards and that robust savings/income generation schemes will be
w orked up with members to ensure that the future budget gaps are bridged in
good time.
+ Agreement of a realistic financial plan for 2021/22 that has

deliverable savings and seeks to ensure that there are no further

planned uses of General Fund and HRA balances that would put

them below a financial sustainable level.

Assessment
v" Action completed

X Notyet addressed
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Audit adjustments

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

Impact of adjusted misstatements
All adjusted misstatements are set out in detail below along withthe impact on the key statements and the reported net expenditure for the year ending 31 March 2020.

Comprehensivelncome and Statement of Financial Position Impact on total net

Detail Expenditure Statement £000 £ 000 expenditure £000
Middlehouse Lane (Surplus Asset) — out of date Valuation Report used. 0 0
Valuation used of £370,000, but Valuation Report show s £775,000. The
asset is therefore understated by £405,000. 405
Dr. Surplus Assets

) (405)
Cr. Revaluation Reserve
Oak Tree Park (non operational asset)— out of date Valuation Report 0 0
used. The accounts show ed a value of £899,474 for buildings, but £0 for
land. The Valuation Report show ed buildings valued at £609,000 and
land at £261,000. Therefore, buildings are overstated by £290,474 and
land understated by £261,000.
Dr. Revaluation Reserve 290
Cr. Operational Buildings (290)
Dr. Land 261
Cr. Revaluation Reserve (261)
Overall impact £0 £0 £0

Misclassification and disclosure changes

We have provided details of misclassification and disclosure changes identified during the audit w hich have been made in the final set of financial statements on pages 7 & 8. We have
not duplicated that information here. We would recommend that Officers ensure that more time is available for review of the financial statements before they are published to reduce the
number of typographical errors and amendments needed to better comply withthe Code requirements.
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Impact of unadjusted misstatements
There are no unadjusted misstatements.
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Fees

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

Audit fees Proposedfee (£) Final fee (£)
Council Audit 53,379 TBC*
Total audit fees (excluding VAT) £53,379 £TBC

*The final audit fee is to be confirmed, pending discussions w ith Officers and PSAA regarding additional fee as a result of:

« the additional workrequired to resolve the very high number of questions w eraised, inadequate explanations to our questions, and the number of amendments required to the
Statement of Accounts (estimated £10,000); and

» the additional workand time as a result of the impact of Covid-19 (estimated £8,750).

Non-audit fees for other services Proposed fee (£) Final fee (£)

Audit Related Services:
Certification of Housing Benefit subsidy claim

L : ) > 24,000 TBC*
Certification of Housing capital receipts return

2,500 2,500
Non- Audit Related Services - None 0 0
Total non-audit fees (excluding VAT) £26,500 £TBC

*We are unable to confirm our fees for this workas it is incomplete.
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Audit opinion

We anticipate we will provide the Group with a modified audit report

Independent auditor’s report to the members of Redditch
Borough Council

Reporton the Audit of the Financial Statements

Opinion

We have audited the financial statementsof Redditch Borough Council (the ‘Authority’) and its
subsidiary (the ‘group’) for the yearended 31 March 2020 which comprise the Movementin
Reserves Statement forthe Counciland Group, the Comprehensive Income and Expenditure
Statement, the Group Comprehensive Income and Expenditure Statement, the Balance Sheet, the
Group Balance Sheet, the Cash Flow Statement, the Group Cash Flow Statement, the Housing
Revenue Account, the Movement on the Housing Revenue Account Statement, the Collection Fund
Statement, and notesto the financial statements, including a summary of significant accounting
policies. The financial reporting frameworkthat hasbeen appliedin their preparationisapplicable
law and the CIPFA/LASAAC code of practice on local authority accounting inthe United Kingdom
2019/20.

In our opinion, the financial statements:

. give atrue and fairview of the financial position of the group and of the Authority asat 31
March 2020 and of the group’sexpenditure and income and the Authority’sexpenditure and
income forthe yearthen ended;

. have been properly preparedin accordance withthe CIPFA/LASAAC code of practice on
local authority accounting inthe United Kingdom 2019/20; and

. have been prepared in accordance withthe requirementsof the Local Auditand
Accountability Act 2014.

©2021 Grant Thomton UK LLP | Audit Findings Report for Redditch Borough Council | 2019/20

Basis for opinion

We conducted ourauditin accordance with International Standardson Auditing (UK) (ISAs (UK))
and applicable law. Ourresponsibilitiesunderthose standardsare further described in the
‘Auditor'sresponsibilitiesforthe audit of the financial statements’ section of ourreport. We are
independent of the group and the Authority in accordance withthe ethical requirementsthat are
relevant to ouraudit of the financial statementsin the UK, includingthe FRC'’s Ethical Standard,
and we have fulfilled our other ethical responsibilitiesin accordance with these requirements. We
believe that the audit evidence we have obtained issufficient and appropriate to provide a basis
for ouropinion.

The impact of macro-economic uncertainties on our audit

Our audit of the financial statementsrequiresus to obtain an understanding of all relevant
uncertainties, includingthose arising asa consequence of the effectsof macro-economic
uncertaintiessuch as Covid-19 and Brexit. Allauditsassess and challenge the reasonableness of
estimatesmade by the Executive Director of Finance and Resourcesand the related disclosures
and the appropriatenessof the going concern basisof preparation of the financial statements. All
of these depend on assessments of the future economic environment and the group’sand

Authority’sfuture operational arrangements.

Covid-19 and Brexit are amongst the most significant economic eventscurrently faced by the UK,
and at the date of thisreport their effectsare subject to unprecedented levelsof uncertainty, with
the full range of possible outcomesand theirimpactsunknown. We applied a standardised firm-
wide approach in response to these uncertaintieswhen assessing the group’s and Authority’s
future operational arrangements. However, no audit should be expectedto predict the unknowable
factors or all possible future implicationsfor an authority associated with these particular events.
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Conclusions relating to going concern

We have nothing to reportin respect of the following mattersin relation to which the ISAs (UK)
require usto report to you where:

. the Executive Director of Finance and Resources use of the going concern basisof
accounting inthe preparation of the financial statementsisnot appropriate; or

. the Executive Director of Finance and Resourceshasnot disclosed in the financial
statementsany identified material uncertaintiesthat may cast significant doubt about the
group’s orthe Authority’sability to continue to adopt the going concern basisof accounting
for a period of at least twelve monthsfrom the date when thefinancial statementsare
authorised forissue.

In our evaluation of the Executive Director of Finance and Resources’ conclusions, and in
accordance with the expectation set out withinthe CIPFA/LASAAC code of practice on local
authority accountingin the United Kingdom 2019/20that the Authority’sfinancial statementsshall be
prepared on a going concern basis, we considered the risks associated with the group’sand
Authority’soperating activities, including effectsarising from macro-economic uncertaintiessuch as
Covid-19 and Brexit. We analysed how those risks might affect the group’sand Authority’sfinancial
resources or ability to continue operationsoverthe period of at least twelve monthsfrom the date
when the financial statementsare authorised forissue. In accordance with the above, we have
nothing to reportin these respects.

However, as we cannot predict all future eventsor conditionsand assubsequent events may result
in outcomesthat are inconsistent with judgementsthat were reasonable at the time they were made,
the absence of reference to a material uncertainty inthisauditor'sreportisnot a guarantee that the
Authority orgroup will continuein operation.

Emphasis of Matter — effects of Covid-19 on the valuation of land and buildings

We draw attention to Note 14 of the financial statements, which describesthe effectsof the Covid-19
pandemic on the valuation of the Authority’sland and asat 31 March 2020. Asdisclosed in Note 14
of the financial statements, the uncertainty caused by Covid-19hashad an impact on the Council's
ability to accurately valueitsland and buildings. The valuer that the Council hasused for the
exercise this yearhas been unable to reflect the impact of the current pandemic on land and
property values. All evidence that could be obtained reflectspre-pandemic levelsand the Royal
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Institute of Chartered Surveyors (RICS) guidance on material uncertainty. A material valuation
uncertainty wastherefore disclosed in the Authority’sproperty valuersreport. Ouropinion isnot
modified in respect of thismatter.

Other information

The Executive Director of Finance and Resources isresponsible forthe otherinformation. The
otherinformation comprisesthe informationincluded inthe Statement of Accounts: other than the
Authority and group financial statementsand ourauditorsreport thereon. Ouropinionon the
financial statementsdoesnot coverthe otherinformation and, except to the extentotherwise
explicitly stated in ourreport, we do not expressany form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility isto read the other
information and, in doing so, consider whether the otherinformation ismaterially inconsistent with
the financial statementsor our knowledge of the group and Authority obtainedin the auditor
otherwise appearsto be materially misstated. If we identify such materialinconsistenciesor
apparent material misstatements, we are required to determine whether there isa material
misstatementin the financial statementsora material misstatement of the otherinformation. If,
based on the work we have performed, we conclude thatthere isa material misstatement of this
otherinformation, we are required to report that fact.

We have nothing to reportin thisregard.

Other information we are required to reporton by exception under the Code of Audit
Practice

Underthe Code of Audit Practice published by the National Audit Office on behalfof the
Comptrollerand Auditor General (the Code of Audit Practice) we are required to consider whether
the Annual Governance Statement doesnot comply with the ‘deliveringgood govemnance in Local
Government Framework2016 Edition’ published by CIPFA and SOLACE orismisleading or
inconsistent with the information of which we are aware from our audit. We are not requiredto
considerwhetherthe Annual Governance Statement addressesall risks and controlsor that risks
are satisfactorily addressed by internal controls.

We have nothing to reportin thisregard.
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Opinion on other matter required by the Code of Audit Practice

In our opinion, based on the workundertaken in the course of the audit of the financial statements
and ourknowledge of the Authority gained through ourworkin relation to the Authority’s
arrangementsfor securing economy, efficiency and effectivenessin itsuse of resources, the other
information published together with the financial statementsin the Statement of Accountsforthe
financial year for which the financial statementsare prepared isconsistent with the financial
statements.

Matters on which we are required to report by exception
Underthe Code of Audit Practice, we are required to report to you if:

. we issue areportinthe publicinterest undersection 24 of the Local Audit and Accountability
Act 2014 in the course of, or at the conclusion of the audit; or

. we make a written recommendation to the Authority under section 24 of the Local Auditand
Accountability Act 2014 inthe course of, orat the conclusion of the audit; or

. we make an applicationto the court fora declarationthat an item of account iscontrary to
law under Section 28 of the Local Audit and Accountability Act 2014 in the course of, orat
the conclusion of the audit; or;

. we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014
in the course of, oratthe conclusion of the audit; or

. we make an applicationforjudicial review under Section 31 of the Local Audit and
Accountability Act 2014, in the course of, orat the conclusion of the audit.

We have nothing to reportin respect of the above matters.

Responsibilities of the Authority, the Executiv e Director of Finance and Resources and Those
Charged with Gov ernance for the financial statements

As explained more fully in the Statement of Responsibilitiesset out on page 15 the Authorityis
required to make arrangementsfor the properadministration of itsfinancial affairsand to secure that
one of its officershas the responsibility for the administration of those affairs. In thisauthority, that
officeristhe Executive Director of Finance and Resources. The Executive Director of Finance and
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Resources isresponsible forthe preparation of the Statement of Accounts, which includesthe
financial statements, in accordance with proper practicesasset outin the CIPFA/LASAAC code of
practice on local authority accounting inthe United Kingdom 2019/20, for being satisfied that they
give atrue and fairview, and for such internal control asthe Executive Director of Finance and
Resources determinesisnecessary to enable the preparation of financial statementsthat are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Executive Director of Finance and Resourcesis
responsible forassessing the group’s and the Authority’sability to continue asa going concemn,
disclosing, asapplicable, mattersrelated to going concernand using the goingconcern basisof
accounting unlessthere isan intention by government thatthe servicesprovided by the Authority
will no longer be provided.

The Audit, Governance & Standards Committee isThose Charged with Governance. Those
charged with governance are responsible for overseeing the Authority’sfinancial reporting
process.

Auditor’s responsibilities for the audit of the financial statements

Our objectivesare to obtain reasonable assurance about whether the financial statementsas a
whole are free from material misstatement, whetherdue to fraud orerror, and to issue an auditor's
reportthatincludesouropinion. Reasonable assurance isa high level of assurance, butisnota
guarantee that an audit conductedin accordance with ISAs (UK) will alwaysdetect a material
misstatement when it exists. Misstatementscan arise from fraud or error and are considered
material if, individually orin the aggregate, they couldreasonably be expected to influence the
economic decisionsof users taken on the basis of these financial statements.

A furtherdescription of ourresponsibiliesforthe audit of the financial statementsislocated on
the Financial Reporting Council’swebsite at: . This

description formspart of ourauditor'sreport.
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Reporton other legal and regulatory requirements - Conclusionon
the Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources

Qualified Conclusion

On the basis of ourwork, having regard to the guidance on the specified criterion issued by the
Comptrollerand Auditor General in April 2020, except for the effectsof the matterdescribedin the
basis for qualified conclusion section of our report we are satisfied that the Authority putinplace
properarrangementsfor securing economy, efficiency and effectivenessin itsuse of resources for
the yearended 31 March 2020.

Basis for qualified conclusion

In considering the Authority'sarrangementsfor securing efficiency, economy and effectivenessin its
use of resources we identified the following matter:

The Authority’smedium term financial plan wasupdated in February 2020 and coversthe period to
31 March 2024. Overthisperiod, the planforecaststhat the Authority’sexpenditure will exceedits
income by £1.7 million. At 31 March 2020, the Authority’s General Fund balancewas£1.6 million.
Thisbalance isinsufficientto coverthe planned gap betweenthe Authority’sincome and its
expenditure overthe mediumterm . The Authority currently hasno plansto bridge the planned gap
on a sustainable basis.

Thismatteridentifiesweaknesses in the Authority’sarrangementsfor setting sustainable budgets.
Failure to take effective action will put the Authority at riskof breaching itsstatutory duty to set a
balanced budget.

Thismatterisevidence of weaknesses in properarrangementsfor sustainable resource deployment
in planning financeseffectively to support the sustainable delivery of strategic prioritiesand maintain
statutory functions.
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Responsibilities of the Authority

The Authority isresponsible for putting inplace proper arrangementsfor securing economy,
efficiency and effectivenessin itsuse of resources, to ensure proper stewardship and governance,
and to review regularly the adequacy and effectivenessof these arrangements.

Auditor’s responsibilities for the review of the Authority’s arrangements for securing
economy, efficiency and effectivenessinits use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be
satisfied that the Authority hasmade proper arrangementsfor securing economy, efficiency and
effectivenessin itsuse of resources. We are notrequired to consider, nor have we considered,
whetherall aspectsof the Authority'sarrangementsfor securing economy, efficiency and
effectivenessin itsuse of resources are operating effectively.

We have undertaken ourreview in accordance with the Code of Audit Practice, having regard to
the guidance on the specified criterion issued by the Comptrollerand Auditor Generalin April
2020, asto whetherin all significant respectsthe Authority had properarrangementsto ensure it
took properly informed decisionsand deployed resourcesto achieve planned and sustainable
outcomesfortaxpayersand local people. The Comptroller and Auditor General determined this
criterion asthat necessary for us to consider underthe Code of Audit Practice insatisfying
ourselves whetherthe Authority putinplace properarrangementsfor securing economy, efficiency
and effectivenessin its use of resources forthe year ended 31 March 2020.

We planned ourworkin accordance with the Code of Audit Practice. Based on ourrisk
assessment, we undertooksuch work as we considered necessary to be satisfied that the
Authority hasputin place properarrangementsfor securing economy, efficiency and effectiveness
initsuse of resources.

Reporton otherlegal and regulatory requirements - Certificate

We certify that we have completed the audit of the financial statementsof the Redditch Borough
Council in accordance with the requirementsof the Local Audit and Accountability Act 2014 and
the Code of Audit Practice.
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Commercialin confidence

Audit opinion

Use of our report

Thisreportis made solely to the membersof the Authority,asa body, in accordance with Part 5 of
the Local Auditand Accountability Act 2014 and asset out in paragraph 43 of the Statementof
Responsibilitiesof Auditorsand Audited Bodiespublished by Public Sector Audit Appointments
Limited. Ourauditworkhas been undertaken so that we might state to the Authority’smembers
those matters we are required to state to them in an auditor'sreport and forno other purpose. To the
fullest extent permitted by law, we do not accept orassume responsibility to anyone otherthanthe
Authority and the Authority'smembersasa body, for ouraudit work, forthis report, or for the
opinionswe have formed.

[Signature]

Jackson Murray, Key Audit Partner
for and on behalf of Grant Thornton UK LLP, Local Auditor

Bristol

[Date]
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