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Under the Committee Procedure Rules within the Council’s Constitution
the Chairman of the meeting may exercise the powers conferred upon the
Mayor in relation to the conduct of full Council meetings. As such, should
any member of the public interrupt proceedings, the Chairman will warn
the person concerned. If they continue to interrupt, the Chairman will
order their removal from the meeting room and may adjourn the meeting
while this takes place.

Excessive noise and talking should also be kept to a minimum whilst the
meeting is in progress in order that the scheduled business may proceed
as planned.

Protocol for members of the public wishing to report on meetings of the London
Borough of Havering

Members of the public are entitled to report on meetings of Council, Committees and Cabinet,
except in circumstances where the public have been excluded as permitted by law.

Reporting means:-

¢ filming, photographing or making an audio recording of the proceedings of the meeting;

e using any other means for enabling persons not present to see or hear proceedings at
a meeting as it takes place or later; or

e reporting or providing commentary on proceedings at a meeting, orally or in writing, so
that the report or commentary is available as the meeting takes place or later if the
person is not present.

Anyone present at a meeting as it takes place is not permitted to carry out an oral commentary
or report. This is to prevent the business of the meeting being disrupted.

Anyone attending a meeting is asked to advise Democratic Services staff on 01708 433076
that they wish to report on the meeting and how they wish to do so. This is to enable
employees to guide anyone choosing to report on proceedings to an appropriate place from
which to be able to report effectively.

Members of the public are asked to remain seated throughout the meeting as standing up and
walking around could distract from the business in hand.
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DECLARING INTERESTS FLOWCHART — QUESTIONS TO ASK YOURSELF

What matters are being discussed?

A4

D
P Does the business relate to or is it likely to affect a disclosable pecuniary interest. These will include the
interests of a spouse or civil partner (and co-habitees):
| = any employment, office, trade, profession or vocation that they carry on for profit or gain;
+ any sponsorship that they receive including contributions to their expenses as a councillor; or the
councillor's election expenses from a Trade Union;
+ any land licence or tenancy they have in Havering
= any current contracts leases or tenancies between the Council and them;
« any current contracts leases or tenancies between the Council and any organisation with land in Havering
in they are a partner, a paid Director, or have a relevant interest in its shares and securities;
« any organisation which has land or a place of business in Havering and in which they have a relevant interest in its
shares or its securities.
N
o YES Declare Interest and Leave
P Might a decision in relation to that business be reasonably be regarded as affecting (to a greater extent than
E the majority of other Council Tax payers, ratepayers or inhabitants of ward affected by the decision)
R * Your well-being or financial position; or
S * The well-being or financial position of:
o
N o A member of your family or any person with whom you have a close association; or
A - Any person or body who employs or has appointed such persons, any firm in which they are
a partner, or any company of which they are directors;
L - Any person or body in whom such persons have a beneficial interest in a class of securities
exceeding the nominal value of £25,000;
1
N o Any body of which you are a member or in a position of general control or management and to
T which you are appointed or nominated by your Authority; or
E o Any body exercising functions of a public nature, directed to charitable purposes or whose
R principal includes the influence of public opinion or policy (including any political party or trade union) of which you are a
E member or in a position of general control or management?
S
T S
I N
You must disclose the fo)
existence and nature of your
personal interests
P
E
c N/
u Would a member of the public, with . )
N knowledge of the relevant facts, You can participate in the
I reasonably regard your personal meeting and vote (or
interest to be so significant that it is NO remain in the room if not a
A likely to prejudice your member of the meeting)
R Y
Y E
S
] - Does the matter affect your financial position or the financial position of any person or body
N through whom you have a personal interest?
- Does the matter relate to an approval, consent, licence, permission or registration that affects
T you or any person or body with which you have a personal interest? NO
E - Does the matter not fall within one of the exempt categories of decisions?
R Y
E E
S s
T
Speak to Monitoring Officer in advance of the meeting to avoid allegations of
corruption or bias
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AGENDA ITEMS
1 CHAIRMAN'S ANNOUNCEMENTS

The Chairman will announce details of the arrangements in case of fire or other
events that might require the meeting room or building’s evacuation.

2 APOLOGIES FOR ABSENCE AND ANNOUNCEMENT OF SUBSTITUTE
MEMBERS

(if any) — received.
3 DISCLOSURE OF INTERESTS

Members are invited to declare any interest in any of the items on the agenda at this
point of the meeting.

Members may still disclose any interest in any item at any time prior to the
consideration of the matter.

4 MINUTES OF THE MEETING (Pages 5 - 8)

To approve as correct the minutes of the meeting held on 25 July 2024 and authorise
the Chairman to sign them.

5 STATEMENTS OF ACCOUNTS 2021/22 & 2022/23 AND EXTERNAL AUDIT
REPORTS TO THOSE CHARGED WITH GOVERNANCE (Pages 9 - 568)

6 HEAD OF ASSURANCE PROGRESS REPORT 2024/25 (Pages 569 - 594)
7 MID-YEAR TREASURY MANAGEMENT REPORT 2024/25 (Pages 595 - 616)
8 URGENT BUSINESS
To consider any other item in respect of which the Chairman is of the opinion, by

reason of special circumstances which shall be specific in the minutes that the item
should be considered at the meeting as a matter of urgency.

Zena Smith
Head of Committee and
Election Services
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MINUTES OF A MEETING OF THE
AUDIT COMMITTEE
Appointment Centre Room 10 & 11, Town Hall, Romford
25 July 2024 (7.00 - 8.30 pm)

Present:

COUNCILLORS:

Conservative Group Keith Prince
Residents’ Group Julie Wilkes and John Crowder
Labour Group Jane Keane

Apologies were received for the absence of Councillors Williams and Osman Dervish.
Unless otherwise indicated all decisions were agreed with no vote against.

Through the Chairman, announcements were made regarding emergency evacuation
arrangements and the decision making process followed by the Committee.

125 MINUTES OF THE MEETING

The meeting minutes of the Committee held on 14 May 2024 were agreed as a correct
record and signed by the Chairman.

126 EXTERNAL AUDIT PLANS 2023/24

Heather Salmon, Head of Finance introduced the Council’s external auditor, Ernst and
Young (EY), who presented its 2023/24 audit plans for both the Council and the
Pension Fund to the Committee.

Each year the council’s external auditor presented their audit plan for the financial
accounts to the Audit Committee. The audit plan outlined the scope of the audit, any
significant risks inherent in the audit, materiality and value for money arrangements.

In summary at its meeting on Wednesday 22 March 2022 the Council approved the
decision of Audit Committee to procure an external audit contract through Public
Sector Audit Appointments Ltd (PSAA) for both the London Borough of Havering and
the Havering Pension Fund.

At the time it was anticipated that audit scale fees for 2023/24 would likely increase by
150% compared to the previous year. Under the Local Audit (Appointing Person)
Regulations, the 2023/24 fee scale must be published before 1 December 2023.
Following a period of consultation, the PSAA published the scale fees for 2023/24 for
each audited body in November 2023. The scale fees for 2023/24 accounts were: LB
Havering Council - £421,745 and Pension Fund - £ 85,945.

Any subsequent changes that may affect audit fees, such as in national requirements
or local circumstances, would be the subject of fee variations.

EY provided the key highlights and expanded on specific areas of the report and in
particular highlighted the risks.

Page 5
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127

Members asked questions around level three investments and why one would invest in
them. It was explained that level three investments were not investments that were
held or valued on a sort of standard Stock Exchange and therefore was a hard to value
stock. The reason for investing in these type of investments was to ensure
diversification in funds. The Council received both independent and professional
advice to support their decision making and the pension funds fast and foremost
objective and responsibility was to ensure a financial return.

RESOLVED that the Committee:

1. Noted the contents of the audit plans (Appendices A and B), in particular the
significant risks, materiality and reporting levels.

2. Noted the scale fees for the external audit of £421,745 and £85,945 for the Council
and Pension Fund respectively, for the year ending 31 March 2024.

ANNUAL TREASURY MANAGEMENT REPORT 2023/24

Kathy Freeman, Strategic Director presented the report that outlined the performance
of the treasury management function that was approved by Full Council on 1 March
2024. The report covered the delivery of the TMSS in 2023/24, activity on treasury
managed investments and borrowings and the associated monitoring and control.

The CIPFA TM Code required that authorities report on the performance of the
treasury management function to Full Council at least twice per year (mid-year and at
year-end). The Authority’s Treasury Management Strategy Statement (TMSS) 2024/25
was approved by Full Council on the 1 March 2024.

It was explained that the Authority had borrowed and invested substantial sums of
money and was potentially exposed to financial risk from loss of invested funds and
the revenue impact from changing interest rates.

The Council provided an annual report and a Treasury Management Strategy every
year as part of the budget setting process. A mid-year report was also provided to look
at the formants against that strategy, in terms of how the Council was doing in that
year. The final of the three reports was a backward look of the performance of the prior
year and to demonstrate that the Authority had acted in accordance with the policy that
they set out for themselves.
In terms of the key highlights section on page 115, there were a number of indicators,
the debt position, what the yield was, what the investment income

was and also the interest payable.

The report broadly set out a number of key sections including the economic outlook
and looking backwards for the last financial year, notably the increase in the Bank of
England base rate and the PWB rate and how that increased in line with the base
rates, which could be seen on graph one of the report on page 117. It was also noted
that the report set out how the Council's borrowing strategy was adhered to and
section three of the report further set out the detail of the debts and the amount of
interest paid. Page 119 set out details of the compliance with the Council investment
strategy. Appendix A displayed how the Council set out the maturity of the borrowing
profile and the terms of the investment and the security rating of who the money was
invested with. Lastly, the report illustrated that the Council operated within the
operational and authorized limits in terms of borrowing which was vital that there was
no breach in the operational or the authorized limits in borrowing terms.

Page 6
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128

Members asked various questions around the Lender Option Borrower Option (LOBO)
and Kathy explained that assessment was made as and when offered a buyout option
to determine whether or not it was cheaper to keep the LOBO or whether to buy out of
it, consideration was relative to the interest rate and if the Council would be able to
borrow for that equivalent sum.

It was also explained that the Council budgets as if all of the capital program was
going to be fully spent. They then had to budget for interest costs and debt repayment
costs on the assumption that they were going to fully spend the capital program and
what's contributed towards the reduction and overspend last year was because they
haven't fully spent the capital program.

The budget was then brought down by the overspend quite significantly because of the
slippage in the capital program and thereby it had reduced the capital financing costs
and the cost that had been set aside for the repayment of the debt which had helped to
contribute to the overspending. It was not great for the delivery of the capital
programming perspective; however, from a financial perspective, it had supported the
Council’s overall situation.

RESOLVED that the Committee:

1. Noted the content of treasury management activities and performance against
targets for the financial year 2023-24 as detailed in the report.

RISK MANAGEMENT UPDATE

Jeremy Welburn, Head of Assurance provided an update on the Strategic Risk
Register, the updated and revised Risk Management Toolkit and Strategy.

It was to be noted that the Strategic Risk Register was subject to regular review and
risks were discussed at Governance and Assurance Board meetings, chaired by the
Section 151 officer during the first half of 2023/24 and subsequently at the Executive
Leadership Group since December 2023.

As part of the ongoing review, new risks may be added and existing risks amended or
removed at any time as changes were identified. A summary version of the current
Strategic Risk Register was provided in Appendix 1. It included the current likelihood
and impact scoring of the risks based on assessment by the risk owner (using the risk
matrix from the Council's Risk Management Strategy and Toolkit). The Risk
Management Strategy and Toolkit provided a comprehensive framework and process
designed to support managers in ensuring that the Council was able to discharge its
risk management responsibilities fully. The strategy outlined the objectives and
benefits of managing risk, described the responsibilities for risk management, and
provided an overview of the process that was in place to manage risk successfully.

Havering used a 5 x 5 scoring matrix to assess the likelihood of a risk event occurring
and the potential impact on the Council if it were to happen. The green shaded area on
the matrix contained in the report showed the risks where there was good control and
the Council was comfortable with the level of risk. Risks in the amber and red zones
were those over which closer control and further management action may be required.

Work continued by the Internal Audit & Risk Team to further embed the risk
management strategy at a Directorate level, including risk workshops and further
training where required. This phase of work would ensure Directorate level risks were
aligned to the strategic risks to ensure mitigating actions were managed consistently.

Page 7
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129

There would also be a wider rollout of access to JCAD, the Risk Management system,
to make the process more efficient and effective; providing links to strategic objectives;
easier monitoring and reporting, and demonstration of compliance with good risk
management practices.

Members asked various questions and queried various risks to which Officers provided
responses.

RESOLVED that the Committee:

1. Noted and reviewed the Council’s Strategic Risk Register as attached;
2. and consider, with the assistance of Officers, the current level of risk to which
the Council is exposed.

ASSURANCE PROGRESS REPORT

Jeremy Welburn, Head of Assurance introduced the report that provided a summary of
the outcomes of the Internal Audit and Counter Fraud work that was completed during
Quarter 1 of 2024/25.

The report brought together all aspects of audit, assurance and counter fraud work
undertaken in Quarter 1 of the 2024/25 financial year, including actions taken by
management in response to audit and counter fraud activity, which supported the
governance framework of the authority. Limited assurance reports issued since the last
Audit Committee were included in Appendix 1.

Member asked questions around the risks in relation to the IT transition and contract
procedure rules. Officers explained that procurement was underway for various
software packages etc. and an up-to-date contract procedure rules document was
being worked on.

RESOLVED that the Committee:

1. Noted the contents of the report.

2. Raised any issues of concern and asked specific questions of Officers where
required.

Chairman

Page 8
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»¢ Havering

g L ONDON BOROUGH

AUDIT COMMITTEE 3'd December 2024

Subject Heading: Statements of Accounts 2021/22 &
2022/23 and External Audit Reports to
those charged with Governance

ELT Lead: Kathy Freeman, Strategic Director of
Resources
Report Author and contact details: Heather Salmon, Head of Finance

Telephone: 01708 432151 E-mail:
heather.salmon@havering.gov.uk

Policy context: Audit Committee responsible for
approving accounts

Financial summary: There are no financial implications arising
directly from this report

The subject matter of this report deals with the following Council
Objectives

People - Supporting our residents to stay safe and well []

Place - A great place to live, work and enjoy [1]

Resources - Enabling a resident-focused and resilient Council [X]
SUMMARY

This report presents the Audit Completion Report from Ernst and Young LLP on the
2021/22 and 2022/23 Statement of Accounts, together with the 2021/22 and 2022/23
Financial Statements for approval.

Page 9
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RECOMMENDATIONS

The Committee is asked to:

1. Consider the following External Auditor’s reports in relation to the financial
years 2021/22 and 2022/23:
e Value for Money, Interim Report September 2024 (Appendix A)
e Pension Fund Audit Results Report 2021/22 (Appendix B)
e Pension Fund Audit Results Report 2022/23 (Appendix C)
e Audit Completion Report for the years ending 31 March 2022 and 31
March 2023 (Appendix D)

2. Approve the Statement of Accounts for the financial year ended 31st March
2022 and to delegate authority to the Section 151 Officer and the Chair of
the Audit Committee to sign the Accounts on behalf of the Council following
any further audit adjustments that might be required before release of the
audit opinion (Appendix E).

3. Approve the Statement of Accounts for the financial year ended 31st March
2023 and to delegate authority to the Section 151 Officer and the Chair of
the Audit Committee to sign the Accounts on behalf of the Council following
any further audit adjustments that might be required before release of the
audit opinion (Appendix F).

4. Approve the draft Letters of Representations for Havering Council and
Havering Pension Fund and delegate authority to the Section 151 Officer
and Chair of the Audit Committee to update and sign on behalf of the
Council once the audit opinions are provided (Appendix G and Appendix H).

5. Approve the 2021/22 and 2022/23 Annual Governance Statements, signed
by the Leader and the Chief Executive, confirming the governance
arrangements that were in place during both years (Appendix | and
Appendix J).

REPORT DETAIL

1. Introduction

1.1. The Council is required to prepare annual financial accounts covering the
period from 1 April to 31 March. These accounts are required to comply with
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom (the Code).

Page 10
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1.2.

1.3.

1.4

1.5.

1.6.

2.1.

2.2.

The Accounts and Audit Regulations 2015 require that the authority prepares
and publishes its unaudited accounts by 31 May however, the Accounts and
Audit (Coronavirus) (Amendment) Regulations 2020 revised the statutory
publication date for 2021/22 to 31 July 2022. This reverted back to 31 May for
2022/23.

Regulation 9(2) requires members to approve the Statement of Accounts that
is to be published, either by meeting as a whole or through a committee.

After members have approved the Statement of Accounts, regulation 10 sets
out the requirements for publication of an authority’s accountability
statements. These comprise of the Statement of Accounts together with the
opinion and any certificate, the Annual Governance Statement approved by
members and the Narrative Statement.

Over recent years Havering, like many local authorities, has experienced
significant delays with the audit of its accounts. In England, the backlog of
unaudited accounts reached unacceptable levels, with the number of
outstanding opinions peaking at 918. At 30 September 2023 outstanding
opinions were as follows:

Pre-2018/19 3 bodies (<1%)
2018/19 at 10 bodies (2%)
2019/20 at 34 bodies (7%)
2020/21 at 106 bodies (22%)
2021/22 at 303 bodies (65%)
2022/23 at 462 bodies (99%)

O O O O O O

To address the backlog, and following a period of consultation, the system
leaders developed a solution involving ‘backstop dates’. As a result, a large
number of financial statements will be published with modified opinions. To
mitigate any potential reputational risk and so that local bodies are not unfairly
judged due to disclaimed or modified opinions, auditors will be expected to
provide clear reasons for the issuing of such opinions.

Local Audit Backstop Arrangements

The local audit backstop arrangements have been established to set dates by
which an authority must publish a final version of its statement of accounts for
a particular year, irrespective of the progress that has been made by the
auditor.

There are three components which together provide a framework for the
backstop arrangements for local authority financial statements:

o amendments to the Accounts and Audit Regulations 2015

o anew Code of Audit Practice, developed by the Comptroller and Auditor
General

Page 11
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2.3.

2.4.

2.5.

3.1.

3.2.

3.3.

3.4.

o the National Audit Office’s Local Audit Reset and Recovery Implementation
Guidance (LARRIGS)

The Financial Reporting Council (FRC) has issued an accessible guide
explaining what the recovery process may look like in practice. This document
can be found at Appendix K.

The Accounts and Audit (Amendment) Regulations 2024 were laid before
parliament on 9 September 2024 and came into force on 30 September 2024.
Regulation 9A establishes backstop dates for each financial year up to
2027/28:

Financial Year Statutory Backstop Date
2022/23 and earlier 13 December 2024
2023/24 28 February 2025
2024/25 27 February 2026
2025/26 31 January 2027

2026/27 30 November 2027
2027/28 30 November 2028

The regulations also amended the publication date of unaudited accounts to
30 June for financial years 2024/25 to 2027/28.

Statement of Accounts 2021/22 and 2022/23

The Council published its draft 2021/22 Accounts on 29 July 2022 and
published its draft 2022/23 Accounts on 31 May 2023, thereby adhering to the
statutory deadlines for both years.

In accordance with the regulations, the accounts and supporting
documentation were made available for public inspection from 1 August to 12
September 2022 and from 1 June to 12 July 2023, for the financial years
2021/22 and 2022/23 respectively. The relevant statutory public notices were
published on the Council’s website.

The audit did not commence following the inspection period for either of the
two financial years. This was due to several factors including, but not limited
to, the delay in concluding the 2020/21 audit, ongoing pressures following the
COVID-19 pandemic and resource constraints in both the audit and finance
teams. This has resulted in unaudited financial statements for 31 March 2022
and 31 March 2023.

As it has not been possible for the Auditor to complete the audit of the
Council’s accounts before the backstop date of 13th December 2024 they will
be issuing a disclaimed opinion in respect of 2021/22 and 2022/23. Further
details can be found in the Auditor's Completion Report for Those Charged
with Governance, at appendix D.

Page 12
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3.5.

3.6.

3.7.

3.8.

4.1.

4.2.

5.1.

5.2.

6.1.

6.2.

The 2021/22 and 2022/23 Statements of Accounts for the Council, appended
to this report, are unchanged from the draft versions previously published on
the Council’s website.

The Strategic Director for Resources (section 151 officer), although not at
Havering Council during the two years of account, is satisfied that the
accounts represent a ‘true and fair’ view of the financial position of the
authority.

Should there be any audit adjustments required prior to the audit opinion,
approval will be sought from the Section 151 Officer in consultation with the
Chair of the Committee.

It is a requirement of International Auditing Standards for the Auditor to
request a letter from the Council that sets out management representations
for the main accounts and for the Pension Fund. Appendix G and appendix H
include drafts of these letters that will be signed on behalf of the authority, by
the Council’s Section 151 Officer and the Chair of the Audit Committee.

Value for Money Assessment

Despite the backlog in local audits the requirement for auditors to report any
significant weaknesses they identify in value for money (VfM) arrangements
remains. This is to ensure that, even where the financial audit opinion is
disclaimed, the audit still provides useful information to audit committees and
other stakeholders about the financial management and financial
sustainability of local bodies.

The auditor considered VM for the two-year period 1 April 2021 to 31 March
2023 and their report is included as Appendix A.

Pension Fund Accounts 2021/22 and 2022/23

The audits of the Pension Fund Accounts for the financial years 2021/22 and
2022/23 have been completed and the audited Pension Fund Accounts have
been included in the Financial Statements for each year, Appendices E and F.
The corresponding Audit Results Reports can be found at Appendix B and
Appendix C and the Auditor will attend the Audit Committee meeting to
present their findings and update the Committee on any matters that may
have arisen since the publication of their Audit Results reports.

Annual Governance Statements

The Annual Governance Statement 2021/22 is attached at appendix I. It was
approved by the Leader and Chief Executive of the Council in March 2023.

The Annual Governance Statement 2021/22 is attached at appendix J. It was
approved by the Leader and Chief Executive of the Council in January 2024.
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6.3. Under the Accounts and Audit Regulations 2015, publication of the annual
governance statement follows the same timetable as the financial statements.
In February 2024, recognising that many authorities had at least one set of
unaudited financial statements relating to prior years, CIPFA issued guidance
to affected local authorities in England on the publication of the annual
governance statement.

6.4. The Annual Governance Statements for 2021/22 and 2022/23 have been
reviewed and the committee are asked to approve them in accordance with
the regulations.

IMPLICATIONS AND RISKS

Financial implications and risks:
There are no direct financial implications arising from this report.

Legal implications and risks:
There are no legal implications arising from this report other than those referenced
within the body of the report.

Human Resources implications and risks:
There are no direct human resources implications in this report.

Equalities implications and risks:
There are no direct equalities implications in this report.

The Public Sector Equality Duty (PSED) under section 149 of the Equality Act 2010
requires the Council, when exercising its functions, to have ‘due regard’ to:

(i) The need to eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under the Equality Act 2010;

(i) The need to advance equality of opportunity between persons who share
protected characteristics and those who do not, and;

(i) Foster good relations between those who have protected characteristics and
those who do not.

Note: ‘Protected characteristics’ are age, disability, gender reassignment, marriage
and civil partnerships, pregnancy and maternity, race, religion or belief,
sex/gender, and sexual orientation.

The Council is committed to all of the above in the provision, procurement and
commissioning of its services, and the employment of its workforce. In addition, the
Council is also committed to improving the quality of life and wellbeing for all
Havering residents in respect of socio-economics and health determinants.

ENVIRONMENTAL AND CLIMATE CHANGE IMPLICATIONS AND RISKS
None arising directly from this report.
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Appendices:

Appendix A - Value for Money, Interim Report September 2024

Appendix B - Pension Fund Audit Results Report 2021/22

Appendix C - Pension Fund Audit Results Report 2022/23

Appendix D - Audit Completion Report for years ending 31 March 2022 and 2023

Appendix E - Statement of Accounts for the financial year ended 31st March 2022

Appendix F - Statement of Accounts for the financial year ended 31st March 2023

Appendix G - Draft Letters of Representations for Havering Council, 2021/22 (i)
and 2022/23 (ii)

Appendix H - Draft Letters of Representations for Havering Pension Fund, 2021/22
(i) and 2022/23 (ii)

Appendix | - Annual Governance Statement 2021/22

Appendix J - Annual Governance Statements 2022/23

Appendix K - Financial Reporting Council’s (FRC) Accessible Guide: Local Audit
Backlog Rebuilding Assurance
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APPENDIX A

Audit Committee 24 September 2024
London Borough of Havering

Town Hall

Main Road

Romford RM1 3BB

Dear Audit Committee Members
2021/22 and 2022/23 Interim Value for Money Arrangements Report

We are pleased to attach our interim commentary on the Value for Money (VFM) arrangements for London Borough of Havering for the
financial years 2021/22 and 2022/23.

The new Minister of State responsible for Local Government and English Devolution made a statement to parliament on Tuesday 30 July
2024, setting out the Government’'s policy proposal for addressing the local government audit backlog. This statement outlines immediate
actions the Government - together with the Financial Reporting Council (FRC), the National Audit Office (NAO) and organisations in the wider
system - is taking, which are designed to address the backlog and put local audit on a sustainable footing. These now provide helpful clarity on
the government's policy intentions and recognise the commitment of finance teams and auditors and the important role that we will all play to
restore timely financial reporting.

This report explains the work we have undertaken in respect of our responsibilities for reporting on the Council's Value for Money
Arrangements in the two financial years of 2021/22 and 2022/23 and highlights any significant weaknesses that we have identified along
with recommendations for improvement. The commentary covers our interim findings for the audit years of 2021/22 and 2022/23.

This report is intended solely for the information and use of the Audit Committee and management. It is not intended to be and should not be
used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the Audit Committee meeting on 28 November 2024.

Yours faithfully
Maesw HonGSon/

Mark Hodgson

Partner

For and on behalf of Ernst & Young LLP
Encl
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Summary Commentary PP

Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies". It is available from the PSAA website
(https://www.psaa.co.uk/auditquality/statement-of-responsibilities/)).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and
audited bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas. The
“Terms of Appointment and further guidance (updated July 2021)" issued by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in
the National Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature. This report is made solely to
Audit Committee and management of London Borough of Havering in accordance with the statement of responsibilities. Our work has been undertaken so that we might state to the
Audit Committee and management of London Borough of Havering those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted
by law we do not accept or assume responsibility to anyone other than the Audit Committee and management of London Borough of Havering for this report or for the opinions we have
formed. It should not be provided to any third-party without our prior written consent.
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APPENDIX A

Execufive Summary

Purpose

Auditors are required to be satisfied that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. We
do not issue a ‘conclusion’ or ‘opinion’, but where significant weaknesses are identified we will report by exception in the auditor's opinion on the financial
statements. In addition, auditors provide an annual commentary on arrangements published as part of the Auditor's Annual Report. In doing so, we comply with the
requirements of the 2020 Code of Audit Practice (the Code) and Auditor Guidance Note 3 (AGN 03).

Appendix C sets out the Council responsibilities for value for money, and the Auditor’'s responsibilities.

The purpose of this interim commentary is to explain the work we have undertaken during the period 1 April 2021 to 31 March 2023 and highlight any significant
weaknesses identified along with recommendations for improvement. As we have previously reported significant weaknesses in arrangements to you, this report
also includes our views as to the status of the recommendations made and whether they have been satisfactorily implemented, see Appendix B. The commentary
covers our interim findings for audit years 2021/22 and 2022/23. The NAO has confirmed that where VFM reporting is outstanding for more than one year, the
auditor can issue one report covering all years.

o

DThe new Minister of State responsible for Local Government and English Devolution made a statement to parliament on Tuesday 30 July 2024, setting out the

Government's policy proposal for addressing the local government audit backlog. This statement outlines immediate actions the Government - together with the

inancial Reporting Council (FRC), the National Audit Office (NAO) and organisations in the wider system - is taking, which are designed to address the backlog and

Fput local audit on a sustainable footing. These now provide helpful clarity on the government's policy intentions and recognise the commitment of finance teams

and auditors and the important role that we will all play to restore timely financial reporting.

We are continuing to report VFM in line with our existing responsibilities as set out in the 2020 Code to ensure a smooth transition to the 2023/24 audit year when
auditors are required to meet the full Code reporting responsibilities.

The report sets out the following areas which have been assessed up to the point of issuing this interim report:

* Any identified risks of significant weakness, having regard to the three specified reporting criteria;

* An explanation of the planned responsive audit procedures to the significant risks identified;

» Findings to date from our planned procedures; and

* Summary of arrangements over the period covered by this report (Appendix A).

We will summarise our final view of the value for money arrangements as part of the Auditor’'s Annual Report once the audit report has been issued for 2021/22
and 2022/23.
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APPENDIX A

Executive Summary (continued)

Risks of Significant Weakness

In undertaking our procedures to understand the body’s arrangements against the specified reporting criteria, we identify whether there are risks of significant
weakness which require us to complete additional risk-based procedures. AGN 03 sets out considerations for auditors in completing and documenting their work and
includes consideration of:

» our cumulative audit knowledge and experience as your auditor;

» reports from internal audit which may provide an indication of arrangements that are not operating effectively;

» our review of Council committee reports;

» information from external sources; and

» evaluation of associated documentation through our regular engagement with Council management and the finance team.

o
Qe completed our risk assessment procedures and as a result, we identified a significant risk of weakness related to Financial Sustainability. This risk impacts both
%01/22 and 2022/23 audit years. We set out our planned response to address this risk in the table below.

N

I\)Description of risk identified Audit Year Impacted Work planned to address the risk of significant weakness
Criteria: Financial Sustainability 2021/22 1. Review of Council's Medium-Term Financial Strategy 2021/22 to 2023/24 and approach to
We have identified a risk around 2022/23 savings plans, linked to Exceptional Financial Support granted in 2023/24

Review of the Outturn reports for both 2021/22 and 2022/23
Review of Council's Medium-Term Financial Strategy 2022/23 to 2024/25

Review the Council's approach to budget setting, linked to the Medium-Term Financial Strategy

the Council's budget setting
and budget monitoring
processes as a result of
identified overspends in each of
the 2021/22, 2022/23
financial years and in relation
to the 2023/24 budget (as this
was set in the 2022/23
financial year).

oA W

Review the Council's approach to in-year budget monitoring.
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APPENDIX A

Executive Summary (continued)

Reporting

Our interim commentary for 2021/22 and 2022/23 is set out over pages 10 to 13. The interim commentary on these pages summarises our understanding of the
arrangements at the Council based on our evaluation of the evidence obtained in relation to the three reporting criteria (see table below) throughout 2021/22 and
2022/23. We include within the VFM commentary below the associated recommendations we have agreed with the Council.

Appendix A (Page 15) includes the detailed arrangements and processes underpinning the reporting criteria. These were reported in our 2020/21 Auditor's Annual
Report and have been updated for 2021/22 and 2022/23.

In accordance with the NAQ's 2020 Code, we are required to report a commentary against the three specified reporting criteria. The table below sets out the three
reporting criteria, whether we identified a risk of significant weakness as part of our planning procedures, and whether, at the time of this interim report, we have
concluded that there is a significant weakness in the body's arrangements.

—Reporting Criteria Risks of significant weaknesses in Actual significant weaknesses in
Q P 9 arrangements identified? arrangements identified?
Lc?)FinanciaI sustainability: How the Council plans and manages its resources to ensure One significant risk identified Significant weaknesses identified
NJt can continue to deliver its services - as per page 6. for both 2021/22 and 2022/23.
w

Governance: How the Council ensures that it makes informed decisions and No significant risks identified. No significant risks identified.

properly manages its risks

Improving economy, efficiency and effectiveness: How the Council uses No significant risks identified. No significant risks identified.

information about its costs and performance to improve the way it manages and
delivers its services
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APPENDIX A

Executive Summary (continued)

Independence

The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and the Council, and its members and senior management
and its affiliates, including all services provided by us and our network to the Council, its members and senior management and its affiliates, and other services
provided to other known connected parties that we consider may reasonably be thought to bear on the our integrity or objectivity, including those that could
compromise independence and the related safequards that are in place and why they address the threats.

There are no relationships from 1 April 2021 to the date of this report, which we consider may reasonably be thought to bear on our independence and objectivity.

EY Transparency Report 2023

rnst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity,
(Ondependence and integrity are maintained.

etails of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the

irm is required to publish by law. The most recent version of this Report is for the year end 30 June 2023:

EY UK 2023 Transparency Report | EY UK
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APPENDIX A

Value for Money Commentary

Financial Sustainability: How the Council plans and manages its resources to ensure it can continue to deliver its services

One significant weaknesses identified ®

The Council is required to have arrangements in place to ensure proper resource management and the primary responsibility for these arrangements and reporting on the design
and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAO's Code of Audit Practice, the focus of our work
should be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment identified one risk
of significant weakness in arrangements in respect of securing financial sustainability.

The Council set balanced budgets in the 2021/22 and 2022/23 financial year but have also reflected on the challenges in doing so and the significant budget gaps in future
periods, given the continuing demand led pressures facing the Council in the key service areas of Adult and Children’s social care. These budgets have also been produced in the
context of the global pandemic, inflationary pressures, a cost-of-living crisis and economic uncertainty, all of which has been felt by the Council and residents alike.

The (Quncil's established planned savings targets for each financial year and achieved savings were as follows:
. 1/22 budget included savings proposals of £17.133 million, of which £11.855 million were achieved with £5.278 million being undelivered; and
+ 2@p2/23 budget included savings proposals of £13.028 million, of which £11.371 million were achieved with £1.657 million was undelivered.

The gal outturn position were:

e In2021/22 there was a £7.994 million overspend on the Council's revenue budget. This overspend led to the additional use of reserves to fund the additional cost pressures
and non-delivery of the identified saving requirement.

e In2022/23 there was a £7.788 million overspend on the Council's revenue budget. This overspend led to the additional use of reserves to fund the additional cost pressures
and non-delivery of the identified saving requirement.

Social Care demand pressures in both Adult and Childrens services and the associated significant rising cost of that care together with inflationary pressures in those service
areas have been a key driver in the total overspend across both these financial years. Whilst the Council did budget for increasing costs, these assumptions did not fully
recognise the pressure that these areas would come under due to the changing demographic and the inflationary pressure experienced in these financial years. These
overspends were managed throughout the financial year, mitigating to some extent the earlier in-year budget projections of a higher year-end overspend.

As aresult of these overspends and the need to call upon reserves, reserve balance have fallen significantly during this period. Earmarked Reserve balances have fallen from
£78.8 million at the start of the 2021/22 financial year to £49.834 million at the end of the 2022/23 financial year. The General Fund balance has fallen from £10.9 million to
£8.2 million in the same period. The Council have continued to hold the General Fund Reserve above the minimum level set by the Section 151 Officer, however planned
contributions to the General Fund have not been achieved due to the cost pressures experienced across the two financial years.

The Medium-Term Financial Strategy (MTFS) for each financial year has been developed and updated by Officers, being cognisant of the financial challenges facing the Council.
The overspends incurred are due to a combination of factors, significant pressures in respect of Social Care have had a significant impact on future budgeting, as well as the
impacts of the pandemic on savings achievements. The final MTFS for 2022/23 was approved by Full Council in March 2022. This set a balanced budget for the 2022/23
financial year but demonstrated the significant gap going forward (£26.4 million as part of the 4-year plan to 2025/26), whilst also needing to achieve savings of £27.7 million
during the same period.
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APPENDIX A

Value for Money Commentary

Financial Sustainability: How the Council plans and manages its resources to ensure it can continue to deliver its services

One significant weaknesses identified ®

The 2023/24 Medium Term Financial Strategy (MTFS) was approved at Full Council in February 2023. The papers for that meeting reflect on the significant challenges
experienced during the budget process for that year, based on increasing costs driven by demographic pressures locally, as well as macroeconomics. Ultimately a balanced
budget was set based on a maximal 4.99% increase to Council Tax, savings proposals of £9.626 million and through additional Government Settlement Funding.

During the 2023/24 year the financial pressures increased, as demand pressures for Adult and Children’s and the associated increases in costs for that demand escalated
beyond plan. As a result of the significant challenges facing the Council during 2023/24, it sought Exceptional Financial Support from the Government, through a capitalisation
direction for £53.7 million (£21.2 million for 2023/24 and £32.5 million for 2024/25, which was granted in February 2024.

Whilst savings plans have been identified to deliver the required £9.626 million of savings in 2023/24, there is still significant challenge for the Council in both setting, and
achiegng, a balanced budget for future financial years without calling for further exceptional financial support from Central Government.

Q
Coneltision: Based on the work performed, we have identified a significant weakness in the arrangements will be reported by exception in relation to the robustness of the
budget setting process which ultimately has led to the extent of overspends incurred in 2021/22, 2022/23 and 2023/24 (for which the budget was set in the 2022/23
fina | year). The Council did not have proper arrangements in place during this period to plan and manage its resources to ensure it can continue to deliver its services
without the need for exceptional governmental support in 2023/24.

Recommendation: We recommend that Management continue to demonstrate transparency of the Council’s financial planning and monitoring, identify early the need for any
future exceptional financial support in each future financial year whilst maintaining the minimum level of General Fund reserves indicated by the Section 151 Officer.

Specifically:
* Both Members and Senior Management should continue take the transparent approach to discussing and addressing the challenging financial position that the Council faces
with Central Government.

* The Council needs to continue to identify and address the future budget gaps as part of their working with MHCLG, highlighting the need for Exceptional Financial Support, to
enable the continued provision of core services.

* The financial impact of the additional Exceptional Financial Support costs needs to be incorporated into the Council’'s Medium Term Financial Plans.
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APPENDIX A

Value for Money Commentary (continued)

Governance: How the Council ensures that it makes informed decisions and properly manages its risks

No significant weaknesses identified ®

The Council is required to have arrangements in place to ensure economy, efficiency and effectiveness, and the responsibility for these arrangements and reporting on the
design and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAQO's Code, the focus of our work should
be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment did not identify any risk
of significant weakness in arrangements in respect to Governance.

During 2021/22 and early 2022/23, several Cabinet meetings were cancelled due to the Covid pandemic. However, Cabinet did meet to discuss updates to the Medium-Term
Financial Strategy in October 2021, which set out how increased demand had impacted the position in that financial year, as well as the pressure on balancing the 2022/23
budget. Further financial reviews were taken to Cabinet in the latter half of 2022/23, and regular Budget Monitoring Reports resumed as Cabinet meetings recommenced.
Thregghout the period, given the prioritisation of Covid response as well as the need to rearrange meetings, Cabinet have received updates on financial performance, and the
outtgyn reports for each year show that action was taken throughout the year to take necessary steps towards minimising in year overspend pressures. Whilst ultimately there
wadGh overspend in each year, these were less than forecast at various points in the year. The s151 Officer continued to monitor the budget monthly throughout this period,

and Phere overruns have arisen, steps were taken to look to address these and ensure overspends do not continue to grow.
N
o

Local elections were held on 5 May 2022 to elect Council members, with new election boundaries increasing the total number of councillors to 55. As a result of these local
elections, the Council ended in a state of no overall control, and an agreement was reached between the Havering Residents Association (HRA) and Labour to form a coalition,
with the leader of the HRA becoming the Leader of the Council, replacing the previous Conversative leadership of the Council.

Internal Audit concluded that they had obtained ‘reasonable assurance’ in both financial years, that there is generally a sound system of internal control across the Council.
The Council considers the findings of Internal Audit for future actions, which has for example led to amendments to the procurement, to follow best practice governance
arrangements. The Audit Committee met reqgularly throughout both financial years, receiving key reports such as those from Internal Audit and the Corporate Risk Register
and ensuring that there were appropriate processes for the relevant directorates to keep these registers updated.

The Council published their draft financial statements for both 2021/22 and 2022/23 on a timely basis, in line with the Audit and Accounts Regulations, and advertised and
held an inspection period for members of the public in line with these regulations. Therefore, appropriate arrangements for financial reporting were in place during this
period.

Conclusion: Based on the work performed, we have not identified any risks of significant weakness in the arrangements of the Council to make informed decisions and
properly manage its risks.
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APPENDIX A

Value for Money Commentary (continued)

Improving economy, efficiency and effectiveness: How the Council uses information about its costs and
performance to improve the way it manages and delivers its services

No significant weaknesses identified ®

The Council is required to have arrangements in place to ensure economy, efficiency and effectiveness, and the responsibility for these arrangements and reporting on the
design and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAO's Code, the focus of our work should
be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment did not identify any risk
of significant weakness in arrangements in respect to Improving economy, efficiency and effectiveness.

The Leadership Team reviews the financial and performance information of the Council monthly. Benchmarking reports are completed internally and externally and included
periodically as a line of enquiry to identify where improvements can be made to operational performance or financial performance. Through this work performance indicators
for subsequent years are developed and enhanced to continually improve.

The@ouncil have been transparent in acknowledging the increasing difficulties in setting a balanced budget each financial year, which have formed part of the discussions at
Ful uncil on budget setting, and the subsequent warnings (in 2023/24) from the Council Leader and Director of Resources & Section 151 Officer on the worsening financial
position, which has ultimately led to Exceptional Financial Support. Budget monitoring reports were evaluated throughout the years to determine areas where overspends are
occyiing and how these can be addressed in year and future years to reduce these.

During 2021/22, the Council was subject to Ofsted inspection which set out the challenging context of the financial year linked to Covid and the impact this had on the local
community. This also set out that some of the pandemic impacts were mitigated by strong, timely corporate and political support, and reflects positively on the Council’s
awareness of the impact. Identified improvement areas have been recognised by the Council, and an action plan has been implemented which is being actively monitored.
These findings are considered by the Council to consider how improvements can be delivered in future years.

The Council continued their close working with subsidiary and joint venture organisations and the governance of these is managed through specific Committees, as well as
general oversight through Cabinet and other meetings. The Council have worked closely with London Borough of Newham & London Borough of Bexley under the ‘oneSource’
arrangement, however the need for bespoke and unique services for each Council has meant that the scope of this arrangement has reduced with the Council taking certain
shared services back in-house.

Conclusion: Based on the work performed, we have not identified any risks of significant weakness in the arrangements of the Council to use information about its costs
and performance to improve the way it manages and delivers its services.
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APPENDIX A

Appendix A - Summaryof arrangements

Financial Sustainability

We set out below the arrangements for the financial sustainability criteria covering the years 2021/22 to 2022/23.

Reporting criteria considerations

How the body ensures that it
identifies all the significant financial
pressures that are relevant to its
short and medium-term plans and
builds these into them

T¢ obed

Arrangements in place

The Council’'s Medium-Term Financial Strategy (MTFS) projects financial pressures in future years and the savings that will be
required to achieve a balanced budget. The Council uses relevant information to project future pressures, based on available
data such as potential inflationary pressures. The MTFS is regularly monitored, including presentation to Cabinet through the
year as to how the position has changed. Pressures are disaggregated within the MTFS to demonstrate the different financial
pressures that the Council are under.

The development of the 2021/22 & 2022/23 budgets have reflected the impact of the Covid pandemic, which increased both
the level of uncertainty in identifying relevant financial pressures and the level of service provision required. The Council has
a historic record of creating balanced budgets and delivering challenging savings programmes. A balance budget was set for
2021/22 and 2022/23 and approved by Council in advance of the financial year starting. However, the outturn positions for
both 2021/22 and 2022/23 have demonstrated overspends due to inflationary pressures, undelivered savings and
unidentified pressures that were not included in initial budgeting. These overspends have been met with use of reserves in
those years. In February 2023 the 2023/24 budget was also approved as a balanced budget. The significant financial
pressures that the Council continue to monitor escalated during the following financial year, leading to a request for
additional support from Central Government to be able to deliver a balanced outturn position.

Given the significant overspend in both 2021/22 and 2022/23 financial years, and the significant overspend that would have
been incurred when compared to the 2023/24 balanced budget that was approved during the 2022/23 financial year, we
have determined that there was a significant weakness in the financial sustainability criteria and the Council's arrangements
in place to address the issues arising in 2021/22 and 2022/23. The Council have now secured a Capitalisation Direction for
2023/24 which has allowed for them to balance their outturn position in that financial year.
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Appendix A - Summaryof arrangements

Financial Sustainability (continued)

Reporting criteria considerations

How the body plans to bridge its
funding gaps and identifies achievable
savings

2 abed
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Arrangements in place

The MTFS for each financial year has been developed with Officers aware of the financial challenges facing the Council. This is due to
a combination of factors, significant pressures in respect of Social Care have had a significant impact on future budgeting, as well as
the impacts of the pandemic on savings achievements. The final MTFS for 2022/23 was approved by Full Council in March 2022. This
set a balanced budget for the 2022/23 financial year but demonstrated the significant gap going forward (£26.4 million as part of the
4-year plan to 2025/26), whilst needing to achieve savings of £27.7 million during the same period.

The Council have worked to develop budget saving ideas and explore ways to support the council to achieve financial sustainability.
This included investigating ways to reduce spend and closely monitoring demographic trends and pressures.

The Local Government Provisional Finance Settlement confirmed additional funding for Adult Social Care. The Council have also
increased Council Tax by 1% to fund a Social Care precept, and a further 1.99% general increase to balance the budget. These actions
enabled the Council to propose a balanced budget for 2023/24, however gaps remain in future years.

The final outturn position for 2021/22 showed a £7.994 million overspend on the Council's revenue budget. This overspend meant
additional use of reserves and balances were required to balance the budget. These were due to the ongoing Social Care pressures
and undelivered savings.

The final outturn position for 2022/23 showed a £7.788 million overspend on the Council's revenue budget. Again, Social Care, but
also rising costs and inflationary pressures, have contributed to this total overspend. Previous projections for the final overspend
peaked at £19.1 million, showing the ongoing work required to achieve savings.

Earmarked Reserves have fallen significantly during this period, from £78.8 million at the start of the 2021/22 financial year to
£49.834 million at the end of the 2022/23 financial year. This is alongside a General Fund balance that has fallen from £10.9 million
to £8.2 million in the same period.

The 2023/24 MTFS was approved at Full Council in February 2023. The papers for that meeting reflected on the significant
challenges experienced during the budget process for that year, based on increasing costs driven by demographic pressures locally,
as well as world economics. Ultimately a balanced budget was set based on maximal 4.99% increases to Council Tax, savings
proposals of £9.626 million and Government Settlement Funding. During the 2023/24 year demand led financial pressures
increased, to such an extent that the Council have sought Exceptional Financial Support, which was granted for application in that
year, because of the significant challenges facing the Council’s financial position. Whilst savings plans have therefore been identified,
they have not always been achieved, and whilst this is linked to unprecedented pressure on finances, this has been reflected as a
significant weakness in arrangements.



APPENDIX A

Appendix A - Summaryof arrangements

Financial Sustainability (continued)

Reporting criteria considerations

How the body plans finances to support
the sustainable delivery of services in
accordance with strategic and statutory
priorities

T
Q

Arrangements in place

The Council has a strategic plan that sets out its vision, aims and ambitions going forward (The Havering Vision), focusing on People,
Place and Resources themes. The process of developing the MTFS takes account of these aims and objectives, and where possible, looks
to include finances to support these aims. The Council has key aims and values which are to be met through decision making and
prioritisation when developing the budget.

Pressures on the Council's finances predominantly relate to the statutory responsibilities it has, notably in social care, and the Council
has continued to show commitment to ensuring finances are committed to this area. Throughout the period, reporting to Cabinet, Full
Council and Audit Committee has been clear in recognising the financial pressure that the Council face and how difficult decisions in
respect of spending, and local taxation, would be needed to continue to meet statutory obligations and strategic priorities.

How {'% body ensures that its financial
plan is consistent with other plans such
as WO%OFCG, capital, investment, and
other operational planning which may
include working with other local public
bodies as part of a wider system

The Council's financial plans link with other strategies, with the financial implications of these strategies built into the MTFS. Decisions
on workforce such as pay decisions are evaluated from a financial perspective, with the results built into the MTFS. The capital
programme also forms a key part of the MTFS, with the full Capital Strategy and Programme being presented alongside the MTFS. The
MTFS also steers the Capital Strategy, as it helps to determine the affordability of relevant projects. Financial planning brings together
other parties, including relevant NHS commissioners, to ensure that the cost implications are built into the financial strategy and are
appropriately borne by the responsible body. Financial planning also engages other key partners, such as other London authorities, to
allow for collective lobbying to Central Government on shared issues such as adult social care.

How the body identifies and manages
risks to financial resilience, e.q.
unplanned changes in demand,
including challenge of the assumptions
underlying its plans

The Council's budget setting process considers several assumptions, including inflation rates, demographic assumptions and demand led
pressures. In planning for 2021/22, this also had to consider assumptions around the future impact of the COVID pandemic, and other
challenging assumptions have had to be made in respect of the ability to make savings and other financial pressures faced by residents
and the Council alike.

Budgets are reviewed monthly by the Section 151 Officer as part of the monitoring cycle, which would identify any significant changes in
demand or underlying issues with assumptions made that lead to additional financial pressures. These can then be investigated further
and addressed, as demonstrated in the 22/23 year where the projected overspend was reduced by £2.5 million in the final two months
of the year, with the projection of total overspend peaking in the month 3 monitoring report taken to Cabinet. The Council also set a
balanced budget for 2023/24 within the 22/23 financial year, and where risk to the financial resilience of the Council arose, the Council
have engaged directly with Central Government to secure Exceptional Financial Support where this is required.
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Appendix A - Summaryof arrangements

Governance

We set out below the arrangements for the governance criteria covering the years 2021/22 to 2022/23.

Reporting criteria considerations

How the body monitors and assesses risk and
how the body gains assurance over the
effective operation of internal controls,
including arrangements to prevent and detect
fraud

7€ obed

Arrangements in place

The Council has an established risk management process including a Risk Management Strategy that is reviewed bi-annually at
Governance and Assurance Board and presented to Audit Committee. Governance and Assurance Board is chaired by the
S151 Officer and oversees the Risk Management process, reporting to SLT who have wider oversight. The Strategic Risk
Register is reviewed quarterly or more frequently as required, for example during the period of Covid response. Risk
specialists in the Internal Audit team offer training and support at Directorate level with risk workshops and challenge sessions
where needed. The Strategic Risk Registers is reported every six months to Audit Committee with deep dive risk sessions also
held.

The Internal Audit plan is developed with input from Governance and Assurance Board, Directors, arising risks noted by the
Internal Audit team during the year and key information from various reports. Audit work considers the risk of fraud during
each review and quarterly reports on findings, recommendation status and progress towards the audit plan are reported to
Audit Committee.

There is an established Counter Fraud team that works proactively and reactively to identify and investigate fraud.

How the body approaches and carries out its
annual budget setting process

The annual budget setting process in effect runs throughout the year culminating in tax setting in either February or March.
The budget report to full Council contains a medium-term financial plan which sets out the pressures expected for the following
year, and the savings requirements for future financial years. In the spring, these assumptions are refreshed, and Councillors
are presented with an updated position and expected gap for the following year. The Council then reviews its services using the
Councils main three themes (people, place and resources) to identify efficiencies and savings. These proposals are considered
by Councillors and, if accepted, full business cases are developed to support the ideas. In the autumn, these proposals are
included in a Cabinet report which will also set out the latest expected pressures and inflationary and demographic demand.
The budget is then subject to a public consultation period to allow all stakeholders to add their views. The budget is then
updated for the local government finance settlement and other corporate matters such as the taxbase, levy determination,
collection fund and the cost of the freedom passes for the next year.

The outcomes of the budget consultation are taken to the Overview and Scrutiny Committee to allow Councillors to make any
changes following that process. Finally, Councillors will decide at Cabinet the level of Council Tax for the following year to
balance the budget and Cabinet in February make a recommendation on the budget and tax level to Full Council for approval.
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Appendix A - Summaryof arrangements

Governance (continued)

Reporting criteria considerations

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

T

Q)

Arrangements in place

In a typical year, regular finance reviews are taken to Cabinet to monitor both revenue and capital financial positions
throughout the financial year to monitor and manage the Council's financial performance. During 2021/22 and early 2022/23,
a number of Cabinet meetings were cancelled due to the Covid pandemic. However, Cabinet did meet to discuss updates to the
Medium-Term Financial Strategy in October 2021, which set out how increased demand had impacted the position in that
financial year, as well as the pressure on balancing the 2022/23 budget.

Further financial reviews were taken to Cabinet in the latter half of 2022/23, and reqular Budget Monitoring Reports resumed
as Cabinet meetings recommenced. Throughout the period, given the prioritisation of Covid response as well as the need to
rearrange meetings, Cabinet have received updates on financial performance, and the outturn reports for each year show that
action is taken throughout the year to take steps towards minimising overspends.

How&he body ensures it makes properly
infor%ed decisions, supported by appropriate
evidette and allowing for challenge and
transparency. This includes arrangements for
effective challenge from those charged with
governance/audit committee

Decision making processes are reviewed by Internal Audit as part of their standard scope of work. Quarterly progress reports
on delivery of the audit plan, findings and recommendation status are reported to the Audit Committee.

The Audit Committee meets four times per year. Positions are allocated on the Committee in line with the political
proportionality of the Council as a whole. Agendas and minutes of all meetings are available on the Council’'s website, other
than any information classified as exempt from publication under Schedule 12A of the Local Government Act 1972. Training is
arranged for Members on a regular basis. Meetings of the Audit Committee are also currently webcast and recordings are
available for viewing on the Council's website. Information therefore reaches key decision makers in for them to make properly
informed decisions.

Key executive decisions are made by Full Council, with reports available in advance of the meeting for scrutiny and challenge.
Members have the ability within Full Council to question decision makers on each individual decision.

How the body monitors and ensures
appropriate standards, such as meeting
legislative/regulatory requirements and
standards in terms of officer or member
behaviour (such as gifts and hospitality or
declarations/conflicts of interests)

Confidential — All Rights Reserved

The Internal Audit plan considers potential risks regarding legislative requirements and is included where it forms a key part of
reviews for example in housing. Periodic reviews of gifts and hospitality/declarations of interest etc are factored into risk-based
audit planning. There is also a Whistleblowing policy in place which is communicated to officers so concerns can be raised.

Both Member and Officer Codes of Conduct are published in the Council's Constitution and can be viewed on the Council's
website. All disclosures of interests are recorded in the minutes of Council meetings and can also be accessed on the Council’s
website. The register of gifts and hospitality is held by the Monitoring Officer and can also be searched on the Council's website.
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Appendix A - Summaryof arrangements

Improving economy, efficiency and effectiveness

We set out below the arrangements for improving economy, efficiency and effectiveness criteria covering the years 2021/22 to 2022/23.

Reporting criteria considerations

How financial and performance
information has been used to assess
performance to identify areas for
improvement

-

Arrangements in place

The Leadership Team reviews the financial and performance information of the Council on a monthly basis. Benchmarking reports are
completed internally and externally and included periodically as a line of enquiry to identify where improvements can be made to
operational performance or financial performance. Through this work performance indicators for subsequent years are developed
and enhanced to continually improve. The Council have recognised the increasing difficulties in setting a balanced budget each
financial year, which reflects the continued pressures on the Council to identify further savings or areas for improvement. Budget
monitoring reports are evaluated throughout the year to determine areas where overspends are occurring and how these can be
addressed in year to reduce these.

Ho e body evaluates the services it
proVages to assess performance and
iden&y areas for improvement

(o))

The Council has a range of ways to measure performance across all aspects of operations. These vary depending on the services
being provided but are typically overseen by the relevant Overview & Scrutiny Committee applicable to the service line.

Key statutory responsibilities, such as schools and social care, are subject to review by external agencies such as Ofsted and the Care
Quality Commission, who provide detailed reporting on the performance of the Council and associated bodies. During 2021/22, the
Council was subject to Ofsted inspection which set out the challenging context of the financial year linked to Covid and the impact this
had on the local community. This also set out that some of the pandemic impacts were mitigated by strong, timely corporate and
political support, and reflects positively on the Council's awareness of the impact. Improvements have been raised by Ofsted in
respect of the quality of analysis within assessments, the rationale for decision-making when stepping down to early help services and
the quality of supervision notes including the rationale for decisions. These findings are considered by the Council to consider how
improvements can be delivered in future years.

How the body ensures it delivers its
role within significant partnerships,
engages with stakeholders it has
identified, monitors performance
against expectations, and ensures
action is taken where necessary to
improve

The Council’s fully owned subsidiary, Mercury Land Holdings, facilitates construction and investment in private rental properties
within the Borough. The Council also owns three joint ventures (JVs), Havering and Wates Regeneration LLP, Bridge Close
Regeneration LLP and Rainham & Beam Park LLP for the development and selling of properties. The governance of these entities
includes JV boards (50% council representatives and 50% private sector partner), client board (officer group consisting of S151
Officer, Monitoring Officer, Director of Neighbourhoods, Director of Asset Management and Communications Officer), Regeneration
Board (has strategic oversight and reporting and to ensure a level of scrutiny before Cabinet) and the Cabinet (holds decision-making
powers). Meetings are held regularly where information is presented including risks and challenges of the project to enable informed
decisions. The Client Board and the Regeneration Board were created to monitor performance and to ensure the right level of
scrutiny of JV matters. The performance reviews are in the form of reqular dashboard presentations and detailed update reports.

The Council is also operating with oneSource. This is a shared back-office support arrangement which is supported by members
through a joint committee. The Joint Committee receive key reports and make strategic decisions about oneSource's operations.

Confidential — All Rights Reserved
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Appendix A - Summaryof arrangements

Improving economy, efficiency and effectiveness (continued)

Reporting criteria considerations

How the body ensures that
commissioning and procuring
services is done in accordance with
relevant legislation, professional
standards and internal policies, and
how the body assesses whether it is
realising the expected benefits

)€ abed

Arrangements in place

The Council has implemented a formal Gateway management process for Procurement. A new Gateway Review Group (GRG)
has been initiated to ensure proper oversight of all in scope procurement activity. This group includes the deputy S151 and
legal officers. This group will aim to ensure greater value for money arrangements on Council procurements. GRG will
monitor each stage of a procurement to ensure compliance. The use of the Fusion system automatically creates a contract
record.

GRG will monitor each stage of a procurement to ensure compliance. The use of the Fusion system automatically creates a
contract record. The Gateway reviews check that procurements are run in accordance with Contract Procedure Rules (CPRs)
and Public Contracts Regulations (PCRs). The meetings can be observed by officers as a learning and development
opportunity.

The Council have developed a new Intranet site, training and guidance to support officers with the new CPR's. The site
includes step by step guidance to officers. The new procurement intranet pages will give clear guidance to officers along with
clarity on authorisation required within the corporate governance framework. A Contract Register Dashboard has been
developed to make contract data more accessible to managers.
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Appendix B - Summary of recommendations

Recommendations

The table below sets out the recommendations arising from the value for money work in the years covered in this report, 2021/22 to 2022/23.

All recommendations have been agreed by management.

Issue Recommendation Management response

Financial sustainability We recommend that Management continue to The Council continue to work with DLUHC to ensure
demonstrate transparency of the Council’s financial that the terms of the Exceptional Financial Support
planning and monitoring, identify early the need for any are met, including the approval of two financial
future exceptional financial support in each future improvement plans in July 2024, and a planned
financial year whilst maintaining the minimum level of assurance review by CIPFA.

General Fund reserves indicated by the Section 151

Our considerations relate to the 2021/22 and
2022/23 financial years only. For both years, a
balanced budget has been set which has been
followed by material overspends in both financial

g-?years. The balanced budget that was set in Offic'er.
(©2022/23 for the 2023/24 financial year also Specifically:

Both Members and Senior Management should continue
take the transparent approach to discussing and

(Mincurred significant overspends, that lead to the
Wneed for London Borough of Havering to seek

OC’Exceptional Financial Support from the
government.

Whilst these overspends are driven by
unpredictable demand led pressures, given the
level of overspend compared to budget across
this period it signifies a significant weakness in
the funding arrangements of the Council and the
ability to continue to provide key core services
without additional central government support.

This issue is evidence of weaknesses in proper

arrangements for:

* How the body plans to bridge its funding gaps
and identified achievable savings; and

* How the body plans finances to support the
sustainable delivery of services in accordance
with strategic and statutory priorities.

addressing the challenging financial position that the
Council faces with Central Government.

The Council needs to continue to identify and address
the future budget gaps as part of their working with
MHCLG, highlighting the need for Exceptional Financial
Support, to enable the continued provision of core
services.

The financial impact of the additional Exceptional
Financial Support costs needs to be incorporated into
the Council's Medium Term Financial Plans.

Confidential — All Rights Reserved
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Appendix C - Council afnd Auditor Responsibilities

Council responsibilities for value for money

The Council is required to maintain an effective system of internal control that supports the achievement of its policies, aims and objectives while safequarding and
securing value for money from the public funds and other resources at its disposal.

As part of the material published with the financial statements, the Council is required to bring together commentary on the governance framework and how this
has operated during the period in a governance statement. In preparing the governance statement, the Council tailors the content to reflect its own individual
circumstances, consistent with the requirements of the relevant accounting and reporting framework and having regard to any guidance issued in support of that
framework. This includes a requirement to provide commentary on arrangements for securing value for money from the use of resources.

Auditor Responsibilities

Under the NAO Code of Audit Practice, we are required to consider whether the Council has put in place ; ;
~U'proper arrangements’ to secure economy, efficiency and effectiveness on its use of resources. The Code ALl

Sustainabilit
g requires the auditor to design their work to provide them with sufficient assurance to enable them to report to HstaInabiity
 the Council a commentary against specified reporting criteria (see below) on the arrangements the Council
whas in place to secure value for money through economic, efficient and effective use of its resources for the
(Orelevant period.
The specified reporting criteria are:
» Financial sustainability - How the Council plans and manages its resources to ensure it can continue to Arrangements for
deliver its services. securing value for money
» Governance - How the Council ensures that it makes informed decisions and properly manages its risks.

» Improving economy, efficiency and effectiveness - How the Council uses information about its costs and

. . R . . Improving
performance to improve the way it manages and delivers its services.

Economy,
Efficiency &
Effectiveness

Governance
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07 August 2024

Dear Audit Committee/ Pension Committee Members,

We are pleased to attach our Audit Results Report for the forthcoming meeting of the Audit Committee. Our audit is substantially
complete. We will update the Committee at its meeting on further progress to that date and outline the remaining steps for the issue
of our final report and opinion.

The audit is designed to express an opinion on the 2021/22 financial statements and address current statutory and regulatory
requirements. This report contains our findings related to the areas of audit focus, our views on Havering Pension Fund’s accounting
policies and judgements and material internal control findings. Each year sees further enhancements to the level of audit challenge
and the quality of evidence required to achieve the robust professional scepticism that society expects. We thank the management
team for supporting this process.

This report is intended solely for the use of the Pensions Committee, Audit Committee, and management. It is not intended to be,
and should not be, used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the Committee meeting on 16 October 2024.

Yours faithfully

Mu e HonGSon/

Mark Hodgson
Partner

For and on behalf of Ernst & Young LLP
Enc

Yy 4 ey yJF F 3



APPENDIX B

Ccontents

Executive Areas of Audit Report Audit
O Summary Audit Focus 03 04 Differences

reporting Control 07 Independence 08 Appendices
issues Environment

Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is available from the PSAA website (https://www.psaa.co.uk/audit-quality/statement-of-
responsibilities/ ).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of auditors and audited bodies
begin and end, and what is to be expected of the audited body in certain areas.

The “Terms of Appointment and further guidance (updated July 2021)” issued by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit
Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of Havering Pension Fund in accordance with the statement of responsibilities. Our work has been undertaken so that we might state to the Audit Committee, and
management of Havering Pension Fund those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone other than
the Audit Committee and management of Bedfordshire Pension Fund for this report or for the opinions we have formed. It should not be provided to any third-party without our prior written consent.
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5 Executive Summary

Scope update

In our Audit Plan presented to the Audit Committee meeting on 16 April 2024, we provided you with an overview of our audit scope and approach for the audit of the

Pension Fund’s financial statements. We carried out our audit in accordance with this plan with the following updates.

Materiality

Planning materiality, performance materiality and audit differences presented in our Audit Plan were £9.2 million, £6.9 million and £0.46 million, respectively. These
were based on draft financial statements. We have also reconsidered our risk assessment on substantial completion of the audit. We are satisfied that our materiality

levels remain appropriate.

Planning Materiality

Performance Materiality

Audit Differences

Our planning materiality represents
1% of the Pension Fund’s net assets,
consistent year on year.

Performance materiality represents 75% of
planning materiality and is the top of our
range, consistent year on year.

We will report all uncorrected misstatements
relating to the primary statements (net asset
statement and fund account) greater than 5%
of planning materiality.

Final £9.2 million

G obed

£6.9 million

£0.46 million
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5 Executive Summary

Status of the audit

Our audit work in respect of the Pension Fund 2021/22 audit is substantially complete. The following items relating to the completion of our audit
procedures were outstanding at the date of this report:

e Going concern disclosures will need to be revisited up to the point the Pension Fund statements are authorised for issue to ensure that these remain
appropriate to the Pension Fund’s circumstances for the foreseeable future e.g. at least covering the next twelve months;

Closing procedures:

e Completion of the general audit conclusion procedures;

« Agreement of all final amendments to the financial statements;

* Review of the consistency check procedures on the Pension Fund’s Annual Report with the Pension Fund’s financial statements within London
Borough of Havering’s Statement of Accounts pack. This cannot be completed until we have a final set of accounts including the Pension Fund from
the Council;

Completion of subsequent event procedures up to the date of our audit report;

Final reviews by the Engagement manager, Partner and Quality Control Reviewer;

@ Receipt of a signed accounts and a signed Letter of Management Representation.

1 abed

We are currently unable to issue the final audit opinion on Havering Pension Fund’s financial statements until the audit report on the Administering
Authority’s (London Borough of Havering) statement of accounts for 2021/22 is issued. This will form part of the approach to resetting the local audit
sector backlog by a backstop date, which is subject to legislation being passed.

Audit differences

We have identified differences and/or amendment during the audit which are greater than £0.46 million (audit differences threshold) that we need to
bring to your attention relating to disclosures.

Our audit has also identified a number of disclosure differences which management has agreed to adjust. Further differences may be identified as our
remaining procedures are concluded.

We include further details in Section 4 of this report.



APPENDIX B

5 Executive Summary

Areas of audit focus

Our Audit Plan identified significant risks and areas of focus for our audit of the Pension Fund financial statements. We summarise below our latest findings.

This report sets out our observations and status in relation to these areas, including our views on areas which might be conservative and areas where there is potential

risk and exposure. Our consideration of these matters and others identified during the period is summarised in the “Areas of Audit Focus" section of this report.

Fraud risks

Findings & conclusions

Misstatements due to fraud or error (management
override)

We carried out procedures to address this fraud risk as set out in our Audit Plan, including identifying risks,
considering controls and their effectiveness, testing journal entries and testing estimates for evidence of
management bias.

We have completed our work in this area and identified an internal control deficiency relating to journals
authorisation. Please refer to Section 6 for more details.

mhylisstatement due to fraud or error (Incorrect
Qposting of investment valuation and investment
(%ncomejournals)

IS
iy

We carried out procedures to address this fraud risk as set out in our Audit Plan, including a reconciliation
between the fund manager reports and the custodian reports and agreement of investment income to
source reports to address the risk of manipulating of asset valuations and investment income, respectively.

We have completed our work in this area and did not identify issues.

Significant risk

Findings & conclusions

Valuation of complex investments (Level 3
Investments)

We undertook additional procedures, as described more fully in Section 02 of this report, to gain assurance
over the material accuracy of the year-end valuation of the Pension Fund’s Level 3 complex investments,
which are inherently more difficult to value.

We have completed our work in this area and did not identify significant issues.

Areas of audit focus/Higher inherent risk

Findings & conclusions

IAS 26 disclosures - Actuarial Present Value of
Promised Retirement Benefits (high inherent risk)

We carried out procedures to address this area of audit focus as set out in our Audit Plan. We have
identified disclosures adjustments as the IAS 26 disclosures in the draft accounts should be based on the
latest triennial valuation report, 2022 rather than the 2019 report. Management agreed to amend for
these disclosures.

Going concern disclosures (other area of focus)

Our review of the proposed disclosure on going concern has not identified any issues. However, this
disclosure will need to be updated through to the point the Pension Fund statements are authorised for
issue to ensure that these remain appropriate to the Pension Fund’s circumstances for the foreseeable
future e.g. the next twelve months.
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3 Executive Summary

Control observations

During the audit, we identified control deficiency relating to journals authorisation. Refer to Section 06 of the report for more details.

Other reporting issues

We are required to give a consistency opinion on the consistency of the Pension Fund financial statements within the Pension Fund Annual Report with the Pension Fund
financial statements in the Statement of Accounts of London Borough of Havering. We will complete our consistency checks at the point of time the full Statement of
Accounts (as included in the Council Statement of Accounts) is ready for authorisation. We will update the Committee on our findings from completion of these
procedures in our Auditor’s Annual Report.

(@]

ﬂease refer to Section 07 for our update on Independence.
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Areas of Audit Focus
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APPENDIX B

ignificant risk

Misstatements due to
fraud and error

T

jab)

wWhat judgements are we focused on?

@ e risk of management override at Havering Pension Fund is mainly through the possibility that
Management could override controls and manipulate financial transactions which intend to adjust
the Pension Fund’s Fund Account or Net Asset Statement.

What is the risk?

There is a risk that the financial statements as a whole are not free of material misstatements whether caused by
fraud or error.

As identified in ISA (UK and Ireland) 240, management is in a unique position to perpetrate fraud because of its ability
to manipulate accounting records directly or indirectly and prepare fraudulent financial statements by overriding
controls that otherwise appear to be operating effectively. We identify and respond to this fraud risk on every audit
engagement.

We have considered where this risk specifically manifests itself and this is in the posting of investment valuation and
investment income journals (see following page).

What are our conclusions?

Our procedures to address this risk are complete.

We have not identified any material weaknesses in controls or
evidence of material management override.

This could be done through manipulation of estimates including investment valuation, or through
journals amending the values in the production of the financial statements from those provided by ~ We have not identified any instances of inappropriate judgements
the custodian or fund managers.

What did we do?
We enquired of management about risks of fraud and the controls put in place to address those valid business purpose, but we identified journals where the

risks.

being applied. We did not identify any evidence of management
basis in relation to accounting estimates.

Our journal testing did not identify any journal entries without a

preparers can directly post journals without an authorisation. This

We gained an understanding of the oversight given by those charged with governance of has been raised as internal control deficiency. Please refer to

management’s processes over fraud.

Section 6 for more details. No evidence of management bias

We tested the appropriateness of journal entries recorded in the general ledger and other identified.
adjustments made in preparing the financial statements.

We reviewed accounting estimates for evidence of management bias.

We did not identify any other transactions during our audit which

We evaluated the business rationale for any significant unusual transactions. appeared unusual or outside Havering Pension Fund’s normal
We utilised our data analytics capabilities to assist with our work, including journal entry course of business.
testing. We assessed journal entries for evidence of management bias and evaluated for :_ Significant Risk |

_______ J

business rationale.

10
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Significant risk

Misstatements due to

fraud and error: Incorrect As identified in ISA (UK and Ireland) 240, management is in a unique position to perpetrate fraud because of its ability
: : to manipulate accounting records directly or indirectly and prepare fraudulent financial statements by overriding

pOStIn.g of Inve.Stment controls that otherwise appear to be operating effectively. We identify and respond to this fraud risk on every audit

valuation and investment engagement.

income journals

The Pension Fund posts year-end manual journals in relation to the valuation of its investments as well as investment
income. There is a risk that, due to fraud or error, investment journals posted into the general ledger are incorrect.
This could result in a misstatement of year-end investment values and in year investmentincome.

What judgements did we focus on? What are our conclusions?

,‘:qu posting of incorrect investment valuation journals and investmentincome journalsat year- ~ We did not identify material differences between investment asset
end to the Pension Funds’ general ledger. The reporting of incorrect investment valuationsand ~ valuationsas reported in the Pension Fund’s Net Asset Statement
income would impact the performance and funding level of the Pension Fund. and direct confirmations received through independent third-party

valuation reports.

We have also not identified issuein relation to the investmentincome

. journals.
What did we do?

» Verified agreement of the Pension Fund’s investment asset holdings as at 31 March 2022,
including asset values, and investment income for 2021/22 to source reports from the
Pension Fund’s custodian and individual fund managers;

» Agreed the reconciliation of holdings included in the Net Assets Statement to the source
reports from the Pension Fund’s Custodian and Investment Fund Managers.

11
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Significant risk
Valuation of complex

investments (Level 3 The Fund’s investments include complex investments, such as private debt, infrastructure and pooled property funds
investments) investments. We have identified the valuation of investments, particularly complex investments, as an area of specific risk.

Judgements are taken by the Fund Managers to value those investments whose prices are not publicly available. The
material nature of Investments means that any error in judgement could result in a material valuation error. Market
volatility means such judgments can quickly become outdated, especially when there is a significant time period between
the latest available audited information and the fund year end. Such variations could have a material impact on the
financial statements.

« What judgements are we focused on? What are our conclusions?

. - - - - - - - -
(MLevel 3 investment asset valuations, including the net asset values of each of the individual underlying We did notidentify difference in Level 3 investments whichis
omvestments funds. We also considered the potential changes in values where the date of valuation material to the Pension Fund.

Nhformation where is not coterminous with the Pension Fund’s year end date of 31 March 2022.
We did not identify any weaknesses in fund manager
controls related to investment asset valuation reporting

What did we do and what judgements did we focus on? of Level 3 assets.

For a sample of Level 3 investments: The Pension Fund’s financial statement disclosures of

» Reviewed the basis of valuation for property investments and other unquoted investments and assessed the significant judgements surrounding the valuation of Level
appropriateness of valuation methods used; 3 investments were appropriate.

» Comparedthe investmentvalue included in the Pension Fund's financial statements to direct confirmations
from the Fund Managers;

+ Obtained and reviewed internal control reports for fund managers to identify any internal control
issues which could impact on valuations and assessed whether this would have an impact on the
valuations provided by the fund managers;

» Where available, reviewed the latest audited financial statements for the relevant fund managers and
ensured there are no matters arising that highlight material differences in the reported funds valuation
within the financial statements;

» Performed analytical procedures and checking the valuation output for reasonableness against our own
expectations; I

» Reviewed investment valuation disclosures to verify that significant judgements surrounding the valuation of

Level 3 investments have been appropriately made in the Pension Fund'’s financial statements. 15
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What is the risk/area of focus?

IAS 26 disclosures — Actuarial present value of promised retirement benefits

(InherentRisk)

The Fund’s IAS 26 calculation shows that the present value of promised

retirement benefits amounts to £579 million as at 31 March 2022 (£683 million

as at 31 March 2021).

The figure is material and subject to complex estimation techniques and
judgements by the actuary, Hymans Robertson. The estimate is based on the
membership data as of 31 March 2022 following the triennial valuation in
2021/22, updated where necessary, and has regard to local factors such as
mortality rates and expected pay rises along with other assumptionsaround
inflation and investment yields when calculating the liability.

Thereis a risk that the valuation uses inappropriate assumptions to value the
;luﬂbility as at the 31 March 2022.

«Q
@oing concern disclosure (other area of focus)

%ere is a presumption that the Fund will continue as a going concern for
the foreseeable future. However, the Fund is still required to carry out a
going concern assessment that is proportionate to the risks it faces.

The unpredictability of the current economic environment and also the
volatility of the capital markets due to the ongoing impact of Covid as well

as the Ukraine-Russia conflict give rise to a risk that the Pension Fund may
not appropriately disclose the impact of these issues on their going concern

assessment. The disclosure should be underpinned by management’s

assessment based on the Pension Fund’s actual year-end financial position

and projected performance and cashflows for the going concern period of
12 months from the auditor’s report date.

What did we do?

We have:

 Evaluated whether the IAS26 disclosure is in line with the relevant standards and
consistent with the valuation provided by the Actuary.

Assessed the competence of management experts, Hymans Robertson
We have not identified any issues from these procedures.

We have also completed our procedures to gain assurance over the material accuracy of
the Net Pension Liability, leveraging the EY Pensions work over the IAS 19 reports for
the Fund’s main admitted body, London Borough of Havering. This has not identified
issues.

We note however that Management have agreed to amend their accounts for the revised
IAS 26 disclosures as a result of the completion of the 2022 triennial valuation exercise
in 2023.

We are in the process of completing our updated procedures related to this area of
focus now that we are close to issuing our audit report.

In terms of the work completed to date, we have:

e Obtained management’s initial going concern assessment and reviewed for any
evidence of bias and consistency with the accounts;

e Challenged management’s identification of events or conditions impacting going
concern;
Reviewed the cashflow forecasts prepared by the Pension Fund;

Assessed the adequacy of going concern disclosuresin the Pension Fund’s draft
financial statements.

Our review of the proposed disclosure on going concern has not identified any issues.
However, this disclosures will need to be revisited at the point the pension fund
statements are authorised for issue to ensure that these remain appropriate to the
Pension Fund’s circumstances for the foreseeable future e.g. the next twelve months.

13
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Our opinion on the financial statements
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APPENDIX B

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH
OF HAVERING ON THE PENSION FUND’S FINANCIAL STATEMENTS
Opinion

We have audited the Pension Fund (“the Fund”) financial statements for the year
ended 31 March 2022 under the Local Audit and Accountability Act 2014 (as
amended). The pension fund financial statements comprise the Fund Account, the Net
Assets Statement and the related notes 1 to 26.

The financial reporting framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2021/22.

In our opinion the pension fund financial statements:

. give a true and fair view of the financial transactions of the Fund during the year
ended 31 March 2022 and the amount and disposition at that date of the its
assets and liabilities as at 31 March 2022; and

. have been properly prepared in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2021/22.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law. Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the financial statements
section of our report below. We are independent of the Council as administering
authority for the Pension Fund in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard and the Comptroller and Auditor General’'s AGNO1, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Chief Operating
(Section 151) Officer’s use of the going concern basis of accounting in the preparation
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of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties
relating to events or conditions that, individually or collectively, may cast significant doubt
on the authority’s ability to continue as a going concern for a period of twelve months from
when the Fund’s financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Chief Operating (Section 151) Officer
with respect to going concern are described in the relevant sections of this report.

However, because not all future events or conditions can be predicted, this statement is not
a guarantee as to the authority’s ability to continue as a going concern.

Other information

The other information comprises the information included in the Statement of Accounts
2021/22, other than the financial statements and our auditor’s report thereon. The Chief
Operating (Section 151) Officer is responsible for the other information contained within
the Statement of Accounts 2021/22.

Our opinion on the financial statements does not cover the other information and, except
to the extent otherwise explicitly stated in this report, we do not express any form of
assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the course of the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required
to determine whether there is a material misstatement in the financial statements
themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

We have nothing to report in this regard.
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Responsibility of the Chief Operating (Section 151) Officer

As explained more fully in the Statement of the Chief Operating (Section 151) Officer
Responsibilities set out on page 18, the Chief Operating (Section 151) Officer is
responsible for the preparation of the Authority’s Statement of Accounts, which
includes the pension fund financial statements, in accordance with proper practices as
set out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2021/22, and for being satisfied that they give a true and fair view.
The Chief Operating (Section 151) Officer is also responsible for such internal control
as the Chief Operating (Section 151) Officer determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the Chief Operating (Section 151) Officer is
responsible for assessing the Fund’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of
accounting unless the Administering Authority either intends to cease operations, or
has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

Explanation as to what extent the audit was considered capable of detecting
irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and
regulations. We design procedures in line with our responsibilities, outlined above, to
detect irregularities, including fraud. The risk of not detecting a material misstatement
due to fraud is higher than the risk of not detecting one resulting from error, as fraud
may involve deliberate concealment by, for example, forgery or intentional
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misrepresentations, or through collusion. The extent to which our procedures are capable
of detecting irregularities, including fraud is detailed below. However, the primary
responsibility for the prevention and detection of fraud rests with Chief Operating (Section
151) Officer.

Our approach was as follows:

. We obtained an understanding of the legal and regulatory frameworks that are
applicable to the Fund and determined that the most significant are the Local
Government Pension Scheme Regulations 2013 (as amended), and The Public
Service Pensions Act 2013.

. We understood how the Fund is complying with those frameworks by making
enquries of the management. We corroborated this through our reading of the
Pension Board minutes, and through the inspection of employee handbooks and
other information.

. Based on this understanding, we designed our audit procedures to identify non-
compliance with such laws and regulations. Our procedures involved making
enquiries of the management for their awareness of any non-compliance of laws or
regulations and review of minutes.

. We assessed the susceptibility of the Fund’s financial statements to material
misstatement, including how fraud might occur by considering the key risks
impacting the financial statements and documenting the controls that the Fund has
established to address risks identified, or that otherwise seek to prevent, deter or
detect fraud. Based on our risk assessment procedures we identified the
manipulation of journal entries of the investment asset valuations and investment
income to be our fraud risk.

. In common with all audits under ISAs (UK), we are also required to perform specific
procedures to respond to the risk of management override. In addressing the risk of
fraud through management override of controls, we tested the appropriateness of
journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the
business rationale of any identified significant transactions that were unusual or
outside the normal course of business. These procedures were designed to provide
reasonable assurance that the financial statements were free from fraud or error.
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o To address our fraud risk, we tested the consistency of the investment asset valuation
from the independent sources of the custodian and the fund managers to the financial
statements and confirmed investment income through third party evidence.

. The Fund is required to comply with The Local Government Pensions Scheme
regulations, other legislation relevant to the governance and administration of the
Local Government Pension Scheme and requirements imposed by the Pension
Regulator in relation to the Local Government Pension Scheme. As such, we have
considered the experience and expertise of the engagement team including the use
of specialists where appropriate, to ensure that the team had an appropriate
understanding of the relevant pensions regulations to assess the control environment
and consider compliance of the Fund with these regulations as part of our audit
procedures.

o
@ - — _ o

Q A further description of our responsibilities for the audit of the financial statements is

M |ocated on the Financial Reporting Council’s website at

O1 https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
~ report.

Use of our report

This report is made solely to the members of London Borough of Havering, as a body, in
accordance with Part 5 of the Local Audit and Accountability Act 2014 and for no other
purpose, as set out in paragraph 43 of the Statement of Responsibilities of Auditors and
Audited Bodies published by Public Sector Audit Appointments Limited. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the
London Borough of Havering and the London Borough of Havering members as a body, for
our audit work, for this report, or for the opinions we have formed.
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In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the disclosures and
amounts actually recorded. These differences are classified as “known” or “judgemental”. Known differences represent items that can be accurately quantified and
relate to a definite set of facts or circumstances. Judgemental differences generally involve estimation and relate to facts or circumstances that are uncertain or open to
interpretation.

Summary of unadjusted and adjusted differences

We highlight misstatements greater than £0.46 million which have been identified during the course of our audit.

Unadjusted audit differences

We have not identified any uncorrected differences above our misstatement's threshold during the course of the audit.

Adjusted audit differences
\J

C%E have not identified any differences, which required correction by Management within the Primary Statements of the Pension Fund.

BI3closure Audit differences
=)
We have identified a limited number of disclosure differences, the most significant of which are:

1. In the IAS 26 disclosures as these disclosures were based on the 2019 triennial valuation report, and the 2022 triennial valuation report was released in 2023 during
our audit. The 2022 report was not available at the point of the production of the 2021/22 draft accounts so is only a timing issue of more relevant available
information obtained through the audit.

2. We identified a material disclosure error in the classification of LGIM investments amounting to £166 million in 21/22 impacting Note 16A - Fair value hierarchy
disclosure. While the error does not have an impact on the Pension Fund’s Net Asset Statement, the disclosure note should be updated to correct the classification of
Investments from Level 1 to Level 2. Furthermore, Note 16A included a line called ‘Loans and receivables’ under financial assets amounting to £32.96 million which
should not be included in the disclosure and £17.35 million of cash deposits and investmentincome due which should be included as part of ‘Financial assets at fair value
through profit and loss - Level 1’ in the same disclosure note.

Management has agreed to correct for both of these disclosure differences.

Our audit also identified a limited number of other minor disclosure misstatements mostly relating to the narratives in the Annual Report Statement which our team have
highlighted to Management for amendment. and presentational matters in the of Accounts. Our audit is not yet fully complete and further differences may be identified
during the completion of the outstanding procedures.
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{:qc"%Other reporting issues

Consistency of other information published with the financial statements

We must give an opinion on the consistency of the Pension Fund financial statements within the Pension Fund Annual Report with the Pension Fund
financial statements. We will complete our consistency checks at the point of time the full Statement of Accounts (as included in the Council Statement
of Accounts) is ready for authorisation. We will update the Committee on our findings from completion of these procedures in our Auditor’s Annual

Report.

Other powers and duties

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the
course of the audit, either for the Authority to consider it or to bring it to the attention of the public (i.e. “a report in the public interest”). We did not
identify any issues which required us to issue a report in the public interest.

\@ also have a duty to make written recommendations to the Authority, copied to the Secretary of State, and take action in accordance with our
%sponsibilities under the Local Audit and Accountability Act 2014. We have had no reason to exercise these duties.

o
Other matters

As required by ISA (UK&l) 260 and other ISAs specifying communication requirements, we must tell you significant findings from the audit and other
matters if they are significant to your oversight of the Pension Fund’s financial reporting process. We have no matters to report.
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%, Assessment of Control Environment

Financial controls

Our responsibilities

It is the responsibility of the Pension Fund to develop and implement systems of internal financial control and to put in place proper arrangements to
monitor their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Pension Fund has put adequate
arrangements in place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.

As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the nature,
timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of controls.

Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you significant
deficiencies in internal control.

T
jab)
L%ndings
o))

@uring our journal entries testing, we identified instances where the Finance team can post journals directly to the system without separate
authorisation. These only relates to journals posted by Finance team and not other pension fund journals coming from other departments as for these
type of journals, there were journal request templates to be accomplished and approved before they are posted in the system. For the journals posted
by the Finance team without authorisation, we are content that these did not result to significant misstatements in the accounts as prior to the
production and release of the draft accounts, the Pension Fund manager already carried out review of all the postings which made up the accounts and
we did not identify any material issues in relation to this during the audit.

We recommend that Pension Fund should undertake a proper journal authorisation for every journals before being posted to the system and this should
be performed by a different individual (segregation of duties between preparer and authoriser) and more senior member of the Finance team.

23



,/’ ’

y
/

~ “APPENDIX B
&

> ,
/4/ . " 5
J —— / )
= >l i ;
= /
e .

= \
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%% Independence

Relationships, services and related threats and safeguards

The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and the Pension Fund, and its members and senior
management and its affiliates, including all services provided by us and our network to the Pension Fund, its members and senior management and its affiliates, and
other services provided to other known connected parties that we consider may reasonably be thought to bear on the our integrity or objectivity, including those that
could compromise independence and the related safeguards that are in place and why they address the threats.

There are no relationships from 1 April 2021 to the date of this report, which we consider may reasonably be thought to bear on our independence and objectivity.

Services provided by Ernst & Young

The next page includes a summary of the fees in relation to the year ended 31 March 2022 in line with the disclosures set out in FRC Ethical Standard and in statute.
Full details of the services that we have provided are shown below.

W@ confirm that we have not undertaken non-audit work. As at the date of this report, there are no future services which have been contracted and no written proposal
%provide non-audit services has been submitted.

)

(o))
ol

Other communications

EY Transparency Report 2023

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity, independence
and integrity are maintained.

Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the firm
is required to publish by law. The most recent version of this Report is for the period ended June 2023:

ey-uk-2023-transparency-report.pdf
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Relationships, services and related threats and safeguard

As part of our reporting on our independence, we set out below a summary of the fees in relation to the year ended 31 March 2022.

The duty to prescribe fees is a statutory function delegated to Public Sector Audit Appointments Ltd (PSAA) by the Secretary of State for the Department for Levelling
Up, Housing and Communities.

This is defined as the fee required by auditors to meet statutory responsibilities under the Local Audit and Accountability Act 2014 in accordance with the requirements
of the Code of Audit Practice and supporting guidance published by the National Audit Office, the financial reporting requirements set out in the Code of Practice on
Local Authority Accounting published by CIPFA/LASAAC, and the professional standards applicable to auditors’ work.

On completion of the audit we will finalise our fees and provide supporting details to the Chief Financial Officer. Any fee increases in relation to Code work also need to be
approved by PSAA.

Proposed fee 2021/22 Final fee 2020/21

Rale fee - Code work 16,170 16,170
termined Scale Fee Variation 19,023
Chan_ges in work required to ao_ldress proft_assmnal and regulatory 38,842 (a) n/a
requirements and scope associated with risk
Additional level 3 investment valuation procedures 5,000 - 7,000 (b) n/a
Additional going concern procedures 3,000 - 4,000 (c) n/a
Other additional fees 5,500 - 7,500 (d) n/a
Total fee TBC 35,193

All fees exclude VAT

See next slide for notes on the fees per the above table
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Notes on fees

(a) We do not believe that the current scale fee reflects the changes in the audit market and increases in regulation since the PSAA tender exercise for this audit. For
2021/22, as in the previous year, we have therefore proposed increases to the scale fee to take into account a number of risk factors including: Procedures to
address the risk profile of the Pension Fund; Additional work to address increase in Regulatory Standards; Client readiness and IT support for Data Analytics. The
proposed scale fee increase is subject to determination by PSAA.

(b) Additional audit procedures performed relating to the valuation of Level 3 Investments, where we have a significant risk.

(c) Additional procedures relating to the going concern, which we identified as other area of focus.

(d) Other additional feesin 2021/22 includes but not limited to the following:

ISA 540 accounting estimate- £1,000-£2,000

Consideration of 2022 triennial valuation - £3,500 - £4,500

review by EY Pensions team to support procedures performed on the IAS 26 (actuarial present value of promised retirement benefits) disclosure - £1,000

ther fee variations may arise up to signing of the pension fund statements since audit is still ongoing at the time of writing this report.

/9 {ped - -
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Audit approach update

We summarise below our approach to the audit of the net assets statements and any changes to this approach from the prior year audit.

Our audit procedures are designed to be responsive to our assessed risk of material misstatement at the relevant assertion level. Assertions relevant to the net assets
statementinclude:

e Existence: An asset, liability and equity interest exists at a given date
e Rights and obligations: An asset, liability and equity interest pertains to the entity at a given date
e Completeness: There are no unrecorded assets, liabilities, and equity interests, transactions or events, or undisclosed items

e Valuation: An asset, liability and equity interest is recorded at an appropriate amount and any resulting valuation or allocation adjustments are appropriately
recorded

e Presentation and disclosure: Assets, liabilities and equity interests are appropriately aggregated or disaggregated, and classified, described and disclosed
—U in accordance with the applicable financial reporting framework. Disclosures are relevant and understandable in the context of the applicable financial reporting

QO framework
(@]
(9]

%ere are no changes to our audit approach to the Pension Fund’s net assets statement when compared to the prior year audit.
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Required communications with the Audit Committee

There are certain communications that we must provide to the Audit Committees of UK clients. We have detailed these here together with a reference of when and where
they were covered:

Our Reporting to you
Required communications |i What is reported? 9 When and where
Terms of engagement Confirmation by the Audit Committee of acceptance of terms of engagement as written The statement of responsibilities serves as the
in the engagement letter signed by both parties. formal terms of engagement between the

;_)U PSAA’s appointed auditors and audited bodies.
@

Qir responsibilities Reminder of our responsibilities as set out in the engagement letter. Audit Plan - February 2024

Qanning and audit Communication of the planned scope and timing of the audit, any limitations and the Audit Plan - February 2024

approach significant risks identified.

Significant findings < Our view about the significant qualitative aspects of accounting practices including Audit Results Report - August 2024

from the audit accounting policies, accounting estimates and financial statement disclosures

< Significant difficulties, if any, encountered during the audit

< Significant matters, if any, arising from the audit that were discussed with management
< Written representations that we are seeking

« Expected modifications to the audit report

< Other matters if any, significant to the oversight of the financial reporting process
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Required communications |i What is reported?

Going concern

Misstatements

bsequent events

T/ 8bed

Fraud

Events or conditions identified that may cast significant doubt on the entity’s ability
to continue as a going concern, including:

Whether the events or conditions constitute a material uncertainty

Whether the use of the going concern assumption is appropriate in the preparation
and presentation of the financial statements

The adequacy of related disclosures in the financial statements

Uncorrected misstatements and their effect on our audit opinion
The effect of uncorrected misstatements related to prior periods
A request that any uncorrected misstatement be corrected
Material misstatements corrected by management

Enquiry of the Audit Committee where appropriate regarding whether any subsequent
events have occurred that might affect the financial statements.

Enquiries of the Audit Committee to determine whether they have knowledge of any
actual, suspected or alleged fraud affecting the Authority

Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist

Unless all of those charged with governance are involved in managing the Authority, any
identified or suspected fraud involving:

a. Management;
b. Employeeswho have significant roles in internal control; or

c. Others where the fraud results in a material misstatementin the financial statements.

The nature, timing and extent of audit procedures necessary to complete the audit when
fraud involving management is suspected

Any other matters related to fraud, relevant to Audit Committee responsibility.

Our Reporting to you

9 When and where

Audit Results Report - August 2024

Audit Results Report - August 2024

Audit Results Report - August 2024

Audit Results Report - August 2024
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Required communications

Related parties

Independence

¢/ abed

|i What is reported?

Significant matters arising during the audit in connection with the Authority’s related
parties including, when applicable:

« Non-disclosure by management

e Inappropriate authorisation and approval of transactions

e Disagreementover disclosures

« Non-compliance with laws and regulations

< Difficulty in identifying the party that ultimately controls the Authority

Communication of all significant facts and matters that bear on EY’s, and all individuals
involved in the audit, objectivity and independence.

Communication of key elements of the audit engagement partner’s consideration of
independence and objectivity such as:

e The principal threats
e Safeguards adopted and their effectiveness
e An overall assessment of threats and safeguards

< Information about the general policies and process within the firm to maintain objectivity
and independence

Communications whenever significant judgments are made about threats to objectivity and
independence and the appropriateness of safeguards put in place.

For public interest entities and listed companies, communication of minimum requirements
as detailed in the FRC Revised Ethical Standard 2019:

e Relationships between EY, the company and senior management, its affiliates and its
connected parties

e Services provided by EY that may reasonably bear on the auditors’ objectivity and
independence

e Related safeguards

e Feescharged by EY analysed into appropriate categories such as statutory audit fees,
tax advisory fees, other non-audit service fees

e A statement of compliance with the Ethical Standard, including any non-EY firms or
external experts used in the audit

Our Reporting to you

9 When and where

Audit Results Report - August 2024

Audit Planning Report - February 2024
and
Audit Results Report - August 2024
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Required communications |i What is reported?

External confirmations

o
QD

Q | .
Cpnsideration of laws
agg regulations

w

Significant deficienciesin
internal controls identified
during the audit

Details of any inconsistencies between the Ethical Standard and Group’s policy for the
provision of non-audit services, and any apparent breach of that policy

Details of any contingent fee arrangements for non-audit services

Where EY has determined it is appropriate to apply more restrictive rules than permitted
under the Ethical Standard

The audit committee should also be provided an opportunity to discuss matters affecting
auditor independence

Management’s refusal for us to request confirmations
Inability to obtain relevant and reliable audit evidence from other procedures.

Subject to compliance with applicable regulations, matters involving identified or
suspected non-compliance with laws and regulations, other than those which are clearly
inconsequential and the implications thereof. Instances of suspected non-compliance
may also include those that are brought to our attention that are expected to occur
imminently or for which there is reason to believe that they may occur

Enquiry of the audit committee into possible instances of non-compliance with laws and
regulations that may have a material effect on the financial statements and that the
audit committee may be aware of

Significant deficiencies in internal controls identified during the audit.

Our Reporting to you

9 When and where

We have received all requested confirmations

We have asked management and those
charged with governance. We have not
identified any material instances or non-
compliance with laws and regulations

Audit Results Report - August 2024
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Required communications |i What is reported?

Written representations
we are requesting from
management and/or those
charged with governance

Material inconsistencies or
misstatements of fact
identified in other
information which
management has refused

t@revise
&nditors report
(¢

\]
D .
Fee Reporting

Written representations we are requesting from management and/or those charged with
governance

Material inconsistencies or misstatements of fact identified in other information which
management has refused to revise

Any circumstances identified that affect the form and content of our auditor’s report

Breakdown of fee information when the audit planning report is agreed
Breakdown of fee information at the completion of the audit
Any non-audit work

Our Reporting to you

9 When and where

Audit Results Report - August 2024

Audit Results Report - August 2024

Audit Results Report - August 2024

Audit Plan - February 2024 and
Audit Results Report - August 2024
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Havering Pension Fund anticipated draft, based on the current position of the audit. Further representations may be required

Management Representation Letter

G) abed

[To be prepared on the entity’s letterhead]

[Date]

Mark Hodgson

Ernst & Young LLP

One Cambridge Square,
Cambridge

CB4 OAE

This letter of representations is provided in connection with your audit of the financial statements of Havering Pension Fund (“the Fund”) for the year ended 31 March 2022. We
recognise that obtaining representations from us concerning the information contained in this letter is a significant procedure in enabling you to form an opinion as to whether the
financial statements give a true and fair view of the financial transactions of the Fund during the period from 1 April 2021 to 31 March 2022 and of the amount and disposition of
the Fund’s assets and liabilities as at 31 March 2022, other than liabilities to pay pensions and benefits after the end of the period, have been properly prepared in accordance with
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22.

We understand that the purpose of your audit of the Fund’s financial statements is to express an opinion thereon and that your audit was conducted in accordance with International
Standards on Auditing (UK), which involves an examination of the accounting system, internal control and related data to the extent you considered necessary in the circumstances,
and is not designed to identify - nor necessarily be expected to disclose - all fraud, shortages, errors and other irregularities, should any exist.

Accordingly, we make the following representations, which are true to the best of our knowledge and belief, having made such inquiries as we considered necessary for the purpose
of appropriately informing ourselves:

A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory authorities, for the preparation of the financial statements in accordance with the Accounts and Audit
Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22.

2. We confirm that the Fund is a Registered Pension Scheme. We are not aware of any reason why the tax status of the scheme should change.
3. We acknowledge, as members of management of the Fund, our responsibility for the fair presentation of the financial statements. We believe the financial statements
referred to above give a true and fair view of the financial position and the financial performance of the Fund in accordance with the CIPFA LASAAC Code of Practice on Local

Authority Accounting in the United Kingdom 2021/22, and are free of material misstatements, including omissions. We have approved the-financial statements.

4. The significant accounting policies adopted in the preparation of the financial statements are appropriately described in the financial statements.
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5. As members of management of the Fund, we believe that the Fund has a system of internal controls adequate to enable the preparation of accurate financial statements in accordance
with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22 that are free from material misstatement, whether due to fraud or error. We have
disclosed to you any significant changes in our processes, controls, policies and procedures that we have made to address the effects of the COVID-19 pandemic on our system of internal
controls.

6. That you have disclosed to us any significant changes in our processes, controls, policies and procedures that you have made to address the effects of the conflict and related sanctions in
Ukraine, Russia and/or Belarus on your system of internal controls. That you do not believe that there are any significant changes.

7. There are no unadjusted audit differences identified during the current audit and pertaining to the latest period presented.

B. Non-compliance with laws and regulations including fraud

1. We acknowledge that we are responsible for determining that the Fund’s activities are conducted in accordance with laws and regulations and that we are responsible for identifying
and addressing any non-compliance with applicable laws and regulations, including fraud.
N
20 We acknowledge that we are responsible for the design, implementation and maintenance of internal controls to prevent and detect fraud.
(¢
3~J We have disclosed to you the results of our assessment of the risk that the financial statements may be materially misstated as a result of fraud.
(@))
4. We have not made any reports to The Pensions Regulator, nor are we aware of any such reports having been made by any of our advisors.
5. There have been no other communications with The Pensions Regulator or other regulatory bodies during the Fund year or subsequently concerning matters of noncompliance with
any legal duty.
6. We have no knowledge of any identified or suspected non-compliance with laws or regulations, including fraud that may have affected the Fund (regardless of the source or form and
including without limitation, any allegations by “whistleblowers”), including non-compliance matters:
. Involving financial improprieties
. Related to laws or regulations that have a direct effect on the determination of material amounts and disclosures in the Fund’s financial statements
. Related to laws and regulations that have an indirect effect on amounts and disclosures in the financial statements, but compliance with which may be fundamental to the operations
of the Fund, its ability to continue, or to avoid material penalties
. Involving management, or employees who have significant roles in internal control, or others
. In relation to any allegations of fraud, suspected fraud or other non-compliance with laws and regulations communicated by employees, former employees, analysts, regulators or

others.
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C. Information Provided and Completeness of Information and Transactions

1. We have provided you with:

Access to all information of which we are aware that is relevant to the preparation of the financial statements such as records, documentation and other matters.
. Additional information that you have requested from us for the purpose of the audit.

. Unrestricted access to persons within the entity from whom you determined it necessary to obtain audit evidence.

2. You have been informed of all changes to the Fund rules.

3. That all material transactions, events and conditions have been recorded in the accounting records and are reflected in the Group and Council financial statements, including those
related to the COVID-19 pandemic and to the conflict and related sanctions in Ukraine, Russia and/or Belarus.

4. We have made available to you all minutes of the meetings of members of the management of the Fund and committees of members of the management of the Fund (or summaries
of actions of recent meetings for which minutes have not yet been prepared) held through the period to the most recent meeting on the following (date).

/] obed

5. We confirm the completeness of information provided regarding the identification of related parties. We have disclosed to you the identity of the Fund’s related parties and all
related party relationships and transactions of which we are aware, including sales, purchases, loans, transfers of assets, liabilities and services, leasing arrangements, guarantees,
non-monetary transactions and transactions for no consideration for the period ended, as well as related balances due to or from such parties at the period end. These transactions
have been appropriately accounted for and disclosed in the financial statements.

6. We confirm the completeness of information provided regarding annuities held in the name of the members of the management of the Fund.

7. We have disclosed to you, and the Fund has complied with, all aspects of contractual agreements that could have a material effect on the financial statements in the event of non-
compliance, including all covenants, conditions or other requirements of all outstanding debt.

8. No transactions have been made which are not in the interests of the Fund members or the Fund during the fund year or subsequently.

9. We believe that the methods, significant assumptions and the data we used in making accounting estimates and related disclosures are appropriate and consistently applied to
achieve recognition, measurement and disclosure that is in accordance with CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2021/22.

10. From the date of our last management representation letter through the date of this letter we have disclosed to you any unauthorized access to our information technology
systems that either occurred or to the best of our knowledge is reasonably likely to have occurred based on our investigation, including of reports submitted to us by third parties
(including regulatory agencies, law enforcement agencies and security consultants), to the extent that such unauthorized access to our information technology systems is reasonably
likely to have a material impact to the financial statements, in each case or in the aggregate.
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D. Liabilities and Contingencies

1. All liabilities and contingencies, including those associated with guarantees, whether written or oral, have been disclosed to you and are appropriately reflected in the financial
statements.

2. We have informed you of all outstanding and possible litigation and claims, whether or not they have been discussed with legal counsel.

3. We have recorded and/or disclosed, as appropriate, all liabilities related to litigation and claims, both actual and contingent, and have disclosed in Note 26 to the financial
statements all guarantees that we have given to third parties.

4. No other claims in connection with litigation have been or are expected to be received.

g/ abed

E. Going Concern

1. Note 2 to the financial statements discloses all the matters of which we are aware that are relevant to the Fund’s ability to continue as a going concern, including significant
conditions and events, our plans for future action, and the feasibility of those plans.

F. Subsequent Events

1. Other than events after the reporting period as described in Note 6 to the financial statements, there have been no events, including events related to the COVID-19 pandemic,
subsequent to period end which require adjustment of or disclosure in the financial statements or notes thereto.

G. Other information

1. We acknowledge our responsibility for the preparation of the other information. The other information comprises of Statement of Accounts 2021/22, other than the financial
statements and the auditor’s report.

2. We confirm that the content contained within the other information is consistent with the financial statements.
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H. Independence

1. We confirm that, under section 27 of the Pensions Act 1995, no members of the management of the Fund of the Scheme is connected with, or is an associate of, Ernst & Young
LLP which would render Ernst & Young LLP ineligible to act as auditor to the Scheme.

I. Derivative Financial Instruments

1. We confirm that all investments in derivative financial instruments have been made after due consideration by the members of the management of the Fund of the limitations in
their use imposed by The LGPS Management and Investment of Funds Regulations 2016. The Fund’s Investment Strategy Statement has been duly reviewed to ensure that such
investments comply with any limitations imposed by its provisions. The financial statements disclose all transactions in derivative financial instruments that have been entered into
_Uduring the period, those still held by the [members of the management of the Fund] at the Fund’s year end and the terms and conditions relating thereto.
@
(D 2. Management has duly considered and deemed as appropriate the assumptions and methodologies used in the valuation of ‘over the counter’ derivative financial instruments
~JWhich the Fund is holding, and these have been communicated to you.

(@)
J. Pooling investments, including the use of collective investment vehicles and shared services

1. We confirm that all investments in pooling arrangements, including the use of collective investment vehicles and shared services, meet the criteria set out in the November 2015
investment reform and criteria guidance and that the requirements of the LGPS Management and Investment of Funds Regulations 2016 in respect of these investments has been
followed.

K. Actuarial valuation
1. The latest report of the actuary Hymans Robertson LLP as at 31 March 2022 and dated 12 May 2023 has been provided to you. To the best of our knowledge and belief we
confirm that the information supplied by us to the actuary was true and that no significant information was omitted which may have a bearing on his report.

L. Use of the Work of a Specialist

1. We agree with the findings of the specialists that we have engaged to value the fund assets and liabilities and have adequately considered the qualifications of the specialists in
determining the amounts and disclosures included in the financial statements and the underlying accounting records. We did not give or cause any instructions to be given to the
specialists with respect to the values or amounts derived in an attempt to bias their work, and we are not otherwise aware of any matters that have had an effect on the
independence or objectivity of the specialists.
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M. Estimates
Level 3 Investments and IAS 26 valuation Estimates

1. We confirm that the significant judgments made in making the estimates have taken into account all relevant information and the effects of the COVID-19 pandemic, or
related to the conflict and related sanctions in Ukraine, Russia and/or Belarus of which we are aware.

2. We believe that the selection or application of the methods, assumptions and data used by us have been consistently and appropriately applied or used in making the
estimates.
;? 3. We confirm that the significant assumptions used in making the estimates appropriately reflect our intent and ability to carry out the specific courses of action on behalf
«Q of the entity.
D

00 4. We confirm that the disclosures made in the financial statements with respect to the accounting estimates, including those describing estimation uncertainty and the effects
of the COVID-19 pandemic or related to the conflict and related sanctions in Ukraine, Russia and/or Belarus are complete and are reasonable in the context of CIPFA/LASAAC
Code of Practice on Local Authority Accounting in the United Kingdom 2021/22.

5. We confirm that appropriate specialized skills or expertise has been applied in making the estimates.

6. We confirm that no adjustments are required to the accounting estimates and disclosures in the financial statements, including due to the COVID-19 pandemic. or related to
the conflict and related sanctions in Ukraine, Russia and/or Belarus.

Yours faithfully,

(Chief Financial Officer)

(Chair)
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EY | Assurance| Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

© 2024 EYGM Limited.
All Rights Reserved.

ED None

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, or other professional advice. Please refer
-Uo your advisors for specific advice.

Qey.com
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APPENDIX C

Havering Pension Fund 07 August 2024

Dear Audit Committee/ Pension Committee Members,

2022/23 Audit Results Report

We are pleased to attach our Audit Results Report, summarising the status of our audit for the forthcoming meeting of the Audit Committee. We will update
the Audit Committee at its meeting scheduled for 16 October 2024 on further progress to that date and explain the remaining steps to the issue of our final
opinion.

The audit is designed to express an opinion on the 2023 financial statements and address current statutory and regulatory requirements. This report
contains our findings related to the areas of audit emphasis, our views on Havering Pension Fund’s accounting policies and judgements and material internal
control findings. Each year sees further enhancements to the level of audit challenge, the exercise of professional judgement and the quality of evidence
required to achieve the robust professional scepticism that society expects. We thank the management team for supporting this process.

This report is intended solely for the information and use of the Audit Committee and Management. It is not intended to be and should not be used by anyone
other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the Audit Committee meeting on 16 October 2024.

Yours faithfully

M&-‘-fc Hob@.?o'\/

Mark Hodgson

Partner
For and on behalf of Ernst & Young LLP
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Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies”. It is available from the PSAA website (https://www.psaa.co.uk/managing-audit-
uality/statement-of-responsibilities-of-auditors-and-audited-bodies/psaa-statement-of-responsibilities-of-auditors-and-audited-bodies-upto-2022-23/). The Statement of responsibilities serves as the

formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is to be

expected of the audited body in certain areas.

The “Terms of Appointment and further guidance from July 2021” issued by the PSAA sets out additional requirements that auditors must comply with, over and above those set out in the National

Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of London Borough of Havering and Havering Pension Fund in accordance with our engagement letter. Our work has been

undertaken so that we might state to the Audit Committee and management of Havering Pension Fund those matters we are required to state to them in this report and for no other purpose. To the

fullest extent permitted by law we do not accept or assume responsibility to anyone other than the Audit Committee and management of London Borough of Havering and Havering Pension Fund for

this report or for the opinions we have formed. It should not be provided to any third- without our prior written consent.
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APPENDIX C

Executive Summary

Scope update

In our audit planning report tabled at the 16 April 2024 Audit Committee meeting, we provided you with an overview of our audit scope and approach for the audit of the financial
statements. We carried out our audit in accordance with this plan, with no scope changes.

Status of the audit

Our audit work in respect of the Pension Fund opinion is substantially complete. The following items relating to the completion of our audit procedures were outstanding at the date of
this report.

e Going concern disclosures will need to be revisited up to the point the Pension Fund statements are authorised for issue to ensure that these remain appropriate to the Pension
Fund’s circumstances for the foreseeable future e.g. at least covering the next twelve months;

+ Testing of membership data system change. We are waiting for supporting evidences for the samples selected from the Pension Fund;

e Completion of triennial membership data testing. Our testing is substantially complete, we are just resolving few queries for some of the samples;

“losing Procedures

g- Review of the consistency check procedures on the Pension Fund’s Annual Report with the Pension Fund’s financial statements within London Borough of Havering’s Statement of
o) Accounts pack. This cannot be completed until we have a final set of accounts including the Pension Fund from the Council;
oS Completion of the general audit conclusion procedures;
~¢ Completion of subsequent event procedures up to the date of our audit report;
* Agreement of all final amendments to the financial statements;
* Final reviews by the Engagement manager, Partner and Quality Control Reviewer;

Receipt of a signed accounts and a signed letter of management representation.

Details of each outstanding item, actions required to resolve and responsibility is included in Appendix B.

Given that the audit process is still ongoing, we will continue to challenge the remaining evidence provided and the final disclosures in the Financial Statements which could influence
our final audit opinion, a current draft of which is included in Section 03 of this report.

Audit differences

We have identified differences and/or amendments during the audit which are greater than £0.44 million (audit differences threshold) that we need to bring to your attention.

Our audit has also identified a number of disclosure differences which management has agreed to adjust. Further differences may be identified as our remaining procedures are
concluded.

We include further details in Section 04 of this report.
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Executive Summary (cont’'d)

Areas of audit focus

In our Audit Plan we identified a number of key areas of focus for our audit of the financial report of Havering Pension Fund. This report sets out our observations and status in
relation to these areas, including our views on areas which might be conservative and areas where there is potential risk and exposure. Our consideration of these matters and others
identified during the period is explained within the ‘Areas of Audit Focus’ section of this report and summarised below.

Fraud risks

Misstatements due to fraud or error (management
override)

We carried out procedures to address this fraud risk as set out in our Audit Plan, including identifying risks,
considering controls and their effectiveness, testing journal entries and testing estimates for evidence of
management bias.

We have completed our work in this area and identified an internal control deficiency relating to journals
authorisation. Please refer to Section 06 for more details.

J Misstatement due to fraud or error (Incorrect
posting of investment valuation and investment
income journals)

D
D

Q0 afird

We carried out procedures to address this fraud risk as set out in our Audit Plan, including a reconciliation
between the fund manager reports and the custodian reports and agreement of investment income to source
reports to address the risk of manipulating of asset valuations and investment income, respectively.

We have completed our work in this area and have identified differences between Fund Manager reports and
our direct confirmations in relation to various investments with a net impact of £2.683 million.

Significant risk

Valuation of complex investments (Level 3
Investments)

We undertook additional procedures, as described more fully in Section 02 of this report, to gain assurance
over the material accuracy of the year-end valuation of the Pension Fund’s Level 3 complex investments,
which are inherently more difficult to value.

We have completed our work in this area. We identified differences of £2.683 million between Fund Manager
reports and our direct confirmation in relation to various investments including Level 3 as described in
Section 04 of this report.

Incomplete transfer of membership data from Altair
to UPM system

At the time of writing, the work on this area is currently on-going. We are waiting for evidences for the
samples selected from the Pension Fund.

We will provide verbal update on this area on the Committee meeting.

Areas of audit focus

IAS 26 disclosures - Actuarial Present Value of
Promised Retirement Benefits

We carried out procedures to address this area of audit focus as set out in our Audit Plan and did not identify
any issues.

Confidential — All Rights Reserved

Havering Pension Fund Audit results report|

6



APPENDIX C

Executive Summary (cont’'d)

Control observations

During the audit, we identified control deficiency relating to journals authorisation. Refer to Section 06 of the report for more details.

Independence

Please refer to Section 07 for our update on Independence.

68 abed
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Areas of Audit Focus

Misstatements due to fraud or error

There is a risk that the financial statements as a whole are not free
of material misstatements whether caused by fraud or error.

s identified in ISA (UK and Ireland) 240, management is in a

nique position to perpetrate fraud because of its ability to
(Onanipulate accounting records directly or indirectly and prepare
(Drraudulent financial statements by overriding controls that
(Otherwise appear to be operating effectively. We identify and
I=respond to this fraud risk on every audit engagement.

We have considered where this risk specifically manifests itself and
this is in the posting of investment valuation and investment income
journals. This consideration is set out on the next page.

What judgements we focused on?

The risk of management override at Havering Pension Fund is
mainly through the possibility that management could override
controls and manipulate financial transactions which intend to
adjust the Pension Fund’s Fund Account or Net Asset Statement.

This could be done through manipulation of manual adjustments,
including via manual journals, in the preparation of financial
statements or through management bias in accounting estimates.

Confidential — All Rights Reserved

Our response to the key areas of challenge and professional

judgement

* We enquired of management about risks of fraud and the controls put in place to address those risks.

* We gained an understanding of the oversight given by those charged with governance of
management’s processes over fraud.

* We tested the appropriateness of journal entries recorded in the general ledger and other adjustments
made in preparing the financial statements.

* We reviewed accounting estimates for evidence of management bias.

* We evaluated the business rationale for any significant unusual transactions.

* We utilised our data analytics capabilities to assist with our work, including journal entry testing. We
assessed journal entries for evidence of management bias and evaluated for business rationale.

What are our conclusions?

Our procedures to address this risk are complete.

We have not identified any material weaknesses in controls or evidence of material management
override.

We have not identified any instances of inappropriate judgements being applied. We did not identify any
evidence of management basis in relation to accounting estimates.

Our journals testing did not identify any journal entries without a valid business purpose, but we
identified journals where the preparers can directly post journals without an authorisation. These has
been raised as internal control deficiency. Please refer to Section 06 for more details. No evidence of
management bias identified.

We did not identify any other transactions during our audit which appeared unusual or outside Havering
Pension Fund’s normal course of business.

Havering Pension Fund Audit results report| 9



APPENDIX C

Areas of Audit Focus

Misstatements due to fraud or error: Incorrect
posting of investment valuation and investment
income journals

M—o Our response to the key areas of challenge and professional judgement

As identified in ISA (UK and Ireland) 240, management is in a

unique position to perpetrate fraud because of its ability to « Verified agreement of the Pension Fund’s investment asset holdings as at 31 March 2023, including
anipulate accounting records directly or indirectly and prepare asset values, and investment income for 2022/23 to source reports from the Pension Fund’s
;?:audulent financial statements by overriding controls that custodian and individual fund managers;
(O>therwise appear to be operating effectively. We identify and
(Mespond to this fraud risk on every audit engagement. » Agreed the reconciliation of holdings included in the Net Assets Statement to the source reports from
%e) the Pension Fund’s Custodian and Investment Fund Managers.

Ndhe Pension Fund posts year-end manual journals in relation to the
valuation of its investments as well as investment income. There is
a risk that, due to fraud or error, investment journals posted into
the general ledger are incorrect. This could result in a misstatement

of year-end investment values and in year investment income. What are our conclusions?
What are the key judgement? As noted on the next slide, we identified differences of £2.683 million between investment asset

valuations as reported in the Pension Fund’s Net Asset Statement and direct confirmations received from

The posting of incorrect investment valuation journals and the Fund manager independent third-party valuation reports.

investment income journals at year-end to the Pension Funds’

general ledger. The reporting of incorrect investment valuations The difference is due to timing differences between the information included in the Custodian report,
and income would impact the performance and funding level of the which was used by Management to compile the accounts, and the figures in the Fund Manager reports
Pension Fund. which reflected the most up to date information as at 31 March 2023.

We are therefore satisfied that the difference is indicative of Management Override.

We have not identified any differences in relation to investment income journals.
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Valuation of complex investments (Level 3
investments)

The Fund’s investments include complex investments, such as
private debt, infrastructure and pooled property funds'
investments. We have identified the valuation of investments,
particularly complex investments, as an area of specific risk.

Judgements are taken by the Fund Managers to value those
TWhvestments whose prices are not publicly available. The material
Qdature of Investments means that any error in judgement could

esult in a material valuation error. Market volatility means such
udgments can quickly become outdated, especially when there is a
gnificant time period between the latest available audited
formation and the fund year end. Such variations could have a
material impact on the financial statements.

What judgements are we focused on?

Level 3 investment asset valuations, including the net asset values of
each of the individual underlying investments funds. We also considered
the potential changes in values where the date of valuation information
where is not coterminous with the Pension Fund’s year end date of 31
March 2023.

Confidential — All Rights Reserved

Our response to the key areas of challenge and professional judgement

For a sample of Level 3 investments we:

* Reviewed the basis of valuation for property investments and other unquoted investments and
assessing the appropriateness of the valuation methods used;

¢ Compared the investment value included in the Pension Fund'’s financial statements to direct confirmations
from the Fund Managers;

¢ Obtained and reviewed internal control reports for fund managers to identify any internal control
issues which could impact on valuations and assessed whether this would have an impact on the
valuations provided by the fund managers;

« Where available, reviewed the latest audited financial statements for the relevant fund managers and
ensured there are no matters arising that highlight material differences in the reported funds
valuation within the financial statements;

e Performed analytical procedures and checking the valuation output for reasonableness against our own
expectations;

« Reviewed investment valuation disclosures to verify that significant judgements surrounding the valuation of
Level 3 investments have been appropriately made in the Pension Fund’s financial statements.

What are our conclusions? O

We identified differences between Level 3 investment asset valuations as reported in the Pension Fund’s
Net Asset Statement and direct confirmations received from the Fund Manager independent third-party
valuation reports. This is due to timing differences between the information included in the Custodian
report, which was used by Management to compile the accounts, and the figures in the Fund Manager
reports which reflected the most up to date information as at 31 March 2023.

The aggregate differences of all types of investments assets which include Level 3 investments amount to
£2.683 million and result in an understatement of Investment Assets. Management have chosen not to
amend for this difference due to the fact they are not material.

We did not identify any weaknesses in Fund Manager controls related to investment asset valuation
reporting of Level 3 assets.

The Pension Fund’s financial statement disclosures of significant judgements surrounding the valuation of
Level 3 investments were appropriate.
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Incomplete transfer of membership data from Altair
to UPM system

What is the risk? O What are our conclusions?

We concluded the there are no issues in the procedures performed by Pension Fund
and LPPA in preparation and execution of the transfer.

The Pension Fund has transferred members data from Local Pension Partnership
Administration’s (LPPA) Altair system to its new Universal Pensions Management
(UPM) system during period 8 (November 2023) of the 2022/23 financial year.

) ) ) ) We also did not identify issues in our reconciliation of the reports from the old and new
There is a risk that this transfer is not complete or accurate and has not been fully system.

“Wkconciled between the two systems.
At the time of writing the report, the members data testing are on-going. We are

waiting for evidences for the samples selected from the Pension Fund.

1 Our response to the key areas of challenge and professional

{udgement We will provide verbal update on this area on the committee meeting.

* We reviewed the process that the Pension Fund and the Local Pensions
Partnership Administration (LPPA) have gone through in preparing and executing
the transfer;

* Reconciled the reports from the old and new system to agree the transfer; and

* Tested members from the old and new systems to ensure they have been
transferred correctly.
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IAS 26 disclosure - Actuarial present value of promised retirement benefits

What is the risk/area of focus 1 What did we do and our conclusion? °®
The Fund’s IAS 26 calculation shows that the present value of promised We have:
retirement benefits amountsto £157 million as at 31 March 2023 (£579 million « Evaluated whether the IAS26 disclosure is in line with the relevant
as at 31 March 2022). standards and consistent with the valuation provided by the Actuary.
The figure is material and subject to complex estimation techniques and « Engaged EY Pensions to review the roll forward procedures associated
judgements by the actuary, Hymans Robertson. The estimate is based on the with the IAS 19 reports of the administering authority (London Borough
membership data as of 31 March 2022 following the triennial valuation in of Havering) which supports our IAS 26 disclosures work.
2021/22, updated where necessary, and has regard to local factors such as - Evaluated and placed reliance on EY Pension’s and PwC'’s review of the
mortz_illty rat_es and expect_ed pay risesalong \_N'th oth_er a_ssumptlons around underlying pension IAS19 assumptions used by the actuary, which also
;quflatlon and investment yields when calculating the liability. support the IAS 26 figures.
(Crhereis a risk that the valuation uses inappropriate assumptions to value the » Assessed the competence of management experts, Hymans Robertson as
miability as at the 31 March 2023. the Pension Fund’s actuary.
8 We have not identified any issues from these procedures.
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| Audit Report

Our opinion on the financial statements ®

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH OF HAVERING
ON THE PENSION FUND’S FINANCIAL STATEMENTS

Opinion

We have audited the Pension Fund (“the Fund”) financial statements for the year ended 31
March 2023 under the Local Audit and Accountability Act 2014 (as amended). The pension fund
financial statements comprise the Fund Account, the Net Assets Statement and the related
notes 1 to 26.

The financial reporting framework that has been applied in their preparation is applicable law
and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom

2022/23.
In our opinion the pension fund financial statements:
0. give a true and fair view of the financial transactions of the Fund during the year ended
g 31 March 2023 and the amount and disposition at that date of its assets and liabilities
and
@ . have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on
(o) Local Authority Accounting in the United Kingdom 2022/23.
~

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements section of our report below.
We are independent of the Council as administering authority for the Pension Fund in
accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard and the Comptroller and Auditor
General’s AGNO1, and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

Confidential — All Rights Reserved

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Chief Finance (Section 151)
Officer’s use of the going concern basis of accounting in the preparation of the financial
statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating
to events or conditions that, individually or collectively, may cast significant doubt on the
authority’s ability to continue as a going concern for a period of twelve months from when the
Fund’s financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Chief Finance (Section 151) Officer with
respect to going concern are described in the relevant sections of this report. However, because
not all future events or conditions can be predicted, this statement is not a guarantee as to the
authority’s ability to continue as a going concern.

Other information

The other information comprises the information included in the Statement of Accounts
2022/23, other than the financial statements and our auditor’s report thereon. The Chief
Finance (Section 151) Officer is responsible for the other information contained within the
Statement of Accounts 2022/23.

Our opinion on the financial statements does not cover the other information and, except to the

extent otherwise explicitly stated in this report, we do not express any form of assurance
conclusion thereon.
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Our opinio ncial statements

Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements, or our knowledge obtained in
the course of the audit or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements themselves. If, based on the
work we have performed, we conclude that there is a material misstatement of the other
information, we are required to report that fact.

We have nothing to report in this regard.
Matters on which we report by exception

We report to you if:

. we issue a report in the public interest under section 24 of the Local Audit and
Accountability Act 2014 (as amended);

. we make written recommendations to the audited body under Section 24 of the Local

Audit and Accountability Act 2014 (as amended);

we make an application to the court for a declaration that an item of account is contrary

to law under Section 28 of the Local Audit and Accountability Act 2014 (as amended);

. we issue an advisory notice under Section 29 of the Local Audit and Accountability Act
2014 (as amended); or

. we make an application for judicial review under Section 31 of the Local Audit and
Accountability Act 2014 (as amended).

86 abed

We have nothing to report in these respects
Responsibility of the Chief Finance (Section 151) Officer

As explained more fully in the Statement of the Chief Finance (Section 151) Officer's
Responsibilities set out on page 20, the Chief Finance (Section 151) Officer is responsible for
the preparation of the Authority’s Statement of Accounts, which includes the pension fund
financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code
of Practice on Local Authority Accounting in the United Kingdom 2022/23, and for being
satisfied that they give a true and fair view. The Chief Finance (Section 151) Officer is also
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responsible for such internal control as the Chief Finance (Section 151) Officer determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Finance (Section 151) Officer is responsible for
assessing the Fund’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
Administering Authority either intends to cease operations, or has no realistic alternative but to
do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

Explanation as to what extent the audit was considered capable of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We
design procedures in line with our responsibilities, outlined above, to detect irregularities,
including fraud. The risk of not detecting a material misstatement due to fraud is higher than the
risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for
example, forgery or intentional misrepresentations, or through collusion. The extent to which
our procedures are capable of detecting irregularities, including fraud is detailed below. However,
the primary responsibility for the prevention and detection of fraud rests with Chief Finance
(Section 151) Officer.
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| Audit Report (cont’d)

ial statements

Our approach was as follows: o The Fund is required to comply with The Local Government Pensions Scheme regulations,
other legislation relevant to the governance and administration of the Local Government
Pension Scheme and requirements imposed by the Pension Regulator in relation ot the
Local Government Pension Scheme. As such, we have considered the experience and
expertise of the engagement team including the use of specialists where appropriate,

to ensure that the team had an appropriate understanding of the relevant pensions
regulations to assess the control environment and consider compliance of the Fund with
these regulations as part of our audit procedures.

. We obtained an understanding of the legal and regulatory frameworks that are applicable
to the Fund and determined that the most significant are the Local Government Pension
Scheme Regulations 2013 (as amended), and The Public Service Pensions Act 2013.

. W e understood how the Fund is complying with those frameworks by making enquiries of
the management. We corroborated this through [our reading of the Pension Board minutes
and through the inspection of employee handbooks and other information.

. Based on this understanding, we designed our audit procedures to identify non-compliance
with such laws and regulations. Our procedures involved making enquiries of the A further description of our responsibilities for the audit of the financial statements is located on
management for their awareness of any non-compliance of laws or regulations, and review the Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities.
o of minutes. This description forms part of our auditor’s report.
Q) e We assessed the susceptibility of the Fund’s financial statements to material misstatement,
«Q including how fraud might occur by considering the key risks impacting the financial U2l CUP e
g g y g y p g
@ statements and documenting the controls that the Fund has established to address risks This report is made solely to the members of London Borough of Havering, as a body, in
©) identified, or that otherwise seek to prevent, deter or detect fraud. Based on our risk accordance with Part 5 of the Local Audit and Accountability Act 2014 (as amended) and for no
© assessment procedures we identified the manipulation of journal entries of the investment other purpose, as set out in paragraph 43 of the Statement of Responsibilities of Auditors and
asset valuations and investment income to be our fraud risk. Audited Bodies published by Public Sector Audit Appointments Limited. To the fullest extent
. In common with all audits under ISAs (UK), we are also required to perform specific permitted by law, we do not accept or assume responsibility to anyone other than the London
procedures to respond to the risk of management override. In addressing the risk of fraud Bo.ro_ugh of Havering and its members as a body, for our audit work, for this report, or for the
through management override of controls, we tested the appropriateness of journal entries LIS TAA TR e e
and other adjustments; assessed whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluated the business rationale of any Mark Hodgson (Key Audit Partner)
identified significant transactions that were unusual or outside the normal course of Ernst & Young LLP (Local Auditor)
business. These procedures were designed to provide reasonable assurance that the Cambridge
financial statements were free from fraud or error. [Date]
. To address our fraud risk we [tested the consistency of the investment asset valuation from

the independent sources of the custodian and the fund managers to the financial
statements and confirmed investment income through third party evidence.
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Audit Differences

In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the disclosures and amounts actually
recorded. These differences are classified as ‘known’ or ‘judgemental’. Known differences represent items that can be accurately quantified and relate to a definite set of facts or
circumstances. Judgemental differences generally involve estimation and relate to facts or circumstances that are uncertain or open to interpretation.

Summary of audit differences

Corrected Audit Differences
We highlight the following misstatements greater than £0.44m which have been corrected by management that were identified during the course of our audit:

» Material error identified in classification of LGIM investments amounting to £164 million in 22/23 impacting Note 16A - Fair value hierarchy disclosure. While the
error does not have an impact on the Pension Fund’s Account and Net Asset Statements, the disclosure note should be updated to correct the classification of

Investments from Level 1 to Level 2.
» Differences noted in Purchases and Salesin Note 14a between the accounts and Northern Trust listing amounting to £0.71 million and £0.74 million,

respectively.

o

Qpisclosure Audit Differences
(DOur audit also identified a limited number of minor disclosure misstatements which our team have highlighted to Management for amendment. These have been
—corrected during the course of the audit and relate to disclosure and presentational matters in the Statement of Accounts. We do not deem any to be so significant

818 to merit reporting to you.

Our audit is not yet fully complete and further differences may be identified during the completion of the outstanding procedures.
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Audit Differences

In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the disclosures and amounts actually
recorded. These differences are classified as ‘known’ or ‘judgemental’. Known differences represent items that can be accurately quantified and relate to a definite set of facts or
circumstances. Judgemental differences generally involve estimation and relate to facts or circumstances that are uncertain or open to interpretation.

Summary of audit differences

Unadjusted Audit Differences

In addition, we highlight the following misstatements to the financial statements which were not corrected by Management. We ask that the Audit Committee
request of management that these uncorrected misstatements be corrected or a rationale as to why they are not corrected be considered and approved by the
Audit Committee and provided within the Letter of Representation:

;? Effect on the Net assets
«© current period: (Decrease)/Increase
Assets current Assets non- Liabilities Liabilities non-
HUncorrected misstatements Debit/(Cr 3? guzldt/Ag:oglr;t Debit/ current Debit/ current Debit/ current Debit/
1 March 2023 (Currency’000) saipiEreels  PEniEiEi (Credit) (Credit) (Credit) (Credit)
Errors
Known differences:
» Investment assets- aggregate understatement of investment
assets valuation due to timing differences between the
information included in the Custodian report, which was used
by Management to compile the accounts, and the figuresin (2,683)
the confirmations received from Fund Manager which
reflected the most up to date information as at 31 March 2,683
2023.
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APPENDIX C

Other Reporting Issues

Consistency of other information published with the financial statements

We must give an opinion on the consistency of the financial and non-financial information in the Statement of Accounts 2022/23 with the audited Pension Fund
financial statements. We have no inconsistencies to draw to your attention.

In addition, we also perform procedures to ensure the consistency of the Pension Fund accounts with the version presented in the Pension Fund's Annual Report. This
work is currently in progress.

Other powers and duties

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the course of the audit,
ither for the Authority to consider it or to bring it to the attention of the public (i.e. “a report in the public interest”). We also have a duty to make written
(cyecommendations to the Authority, copied to the Secretary of State, and take action in accordance with our responsibilities under the Local Audit and Accountability
(MAct 2014. We had no reason to exercise these duties in relation to Havering Pension Fund.

H
gOther matters

As required by ISA (UK&I) 260 and other ISAs specifying communication requirements, we must tell you significant findings from the audit and other matters if they
are significant to your oversight of the Fund’s financial reporting process.

We were required to perform additional testing to provide assurance on the whole Pension Fund membership data that was submitted to the actuary for the 31 March
2022 triennial valuation of the Pension Fund. In total, we sample tested 125 member records, checking information back to source evidence to verify the data points
contained in the Pension Fund’s membership system were accurate.

Our work on this area is substantially complete but we are resolving few queries for some of the samples and waiting for responses from the Pension Fund.

We are only required to conduct procedures on the triennial membership submission once every 3 years. Therefore, there is an additional fee this year for completion
of these procedures. This is set out in Section 07 of this report.
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Other Reporting Issues

Other matters (continued)

We commenced the 2022/23 audit of Havering Pension Fund in November 2023. There have been delays in the Pension Fund providing the data requested and
responding to queries for the triennial membership data testing and membership data system transfer testing. There will be an additional audit fees associated with
the additional time it has taken the audit team to progress these areas as a result of these delays. This additional audit fees is set out in Section 07 of this report. We
will continue to work with officers of the Pension Fund to conclude the audit on a timely basis, subject to the resolution of outstanding matters as outlined in Appendix
B of this report.

Except for our observations on the control environment, as set out in Section 06 of this report, we have no other matters to report.

GOT obed
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Other Reporting Issues

ISA (UK) 315 (Revised): Identifying and Addressing the Risks of Material Misstatement

ISA 315 is effective from FY 2022/23 onwards and is the critical standard which drives the auditor's approach to the following areas:
* Risk Assessment

* Understanding the entity's internal control

* Significantrisk

* Approach to addressing significant risk (in combination with ISA 330)

The International Auditing & Assurance Standards Board (IAASB) concluded that whilst the existing version of the standard was fundamentally sound, feedback
determined that it was not always clear, leading to a possibility that risk identification was not consistent. The aims of the revised standard is to:

» Drive consistent and effective identification and assessment of risks of material misstatement

» Improve the standard's applicability to entities across a wide spectrum of circumstances and complexities ('scalability’)

Modernise ISA 315 to meet evolving business needs, including:
* how auditors use automated tools and techniques, including data analytics to perform risk assessment audit procedures; and
* how auditors understand the entity's use of information technology relevant to financial reporting.

Focus auditors on exercising professional scepticism throughout the risk identification and assessment process.

T
Q
«Q
@D
=
o
Qe set out the findings and conclusions from our work to implement ISA 315 in the table below.

Audit Procedures Audit findings and conclusions

We performed the following procedures: No significantissues were identified in our review of the various
processes, including the design and implementation effectiveness of
We obtained an understanding of the IT processes related to the IT applications of the Fund. relevant controls around the financial statement close process. We
The Fund has two relevant IT applications for the purposes of ISA 315 risk assessment. have not tested the operation of any controls through this review.
* We performed procedures to determine if there are typical controls missing or control
deficiencies identified and evaluated the consequences for our audit strategy.
*  When we have identified controls relevant to the audit that are application controls or IT-
dependent manual controls where we do not gain assurance substantively, we performed
additional procedures.
*  We reviewed the following processes for all two relevant IT applications:
» Manage vendor supplied changes
* Manage security settings
* Manage user access
» Job scheduling and managing IT process
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APPENDIX C

Assessment of Control EnVironment

Financial controls

As part of our audit of the financial statements, we obtained an
understanding of internal control sufficient to plan our audit and determine
the nature, timing and extent of testing performed. Although our audit was
not designed to express an opinion on the effectiveness of internal control,
we are required to communicate to you significant deficiencies in internal
control.

During our journal entries testing, we identified instances where the Finance
team can post journals directly to the system without separate authorisation.
These only relates to journals posted by Finance team and not other pension
;_)ufund journals coming from other departments as for these type of journals,
(Qthere were journal request templates to be accomplished and approved
(Mhefore they are posted in the system. For the journals posted by the Finance
—team without authorisation, we are content that these did not result to
ignificant misstatements in the accounts as prior to the production and
release of the draft accounts, the Pension Fund manager already carried out
review of all the postings which made up the accounts and we did not identify
any material issuesin relation to this during the audit.
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The table below provides an overview of the ‘high’ ‘moderate’ and ‘low’ rated
observations we have from the 2023 audit.

Open at beginning of 2022/23 0 0 1 1
New points raised in 2022/23 0 0 0 0
Total open points as at 2022/23 0 0 1 1
Key:

. A weakness which does not seriously detract from the internal control framework.
If required, action should be taken within 6-12 months.

Matters and/or issues are considered to be of major importance to maintenance of
internal control, good corporate governance or best practice for processes. Action
should be taken within six months.

Matters and/or issues are considered to be fundamental to the mitigation of

. material risk, maintenance of internal control or good corporate governance.
Action should be taken either immediately or within three months.

The matters reported on the next slide are limited to those that we identified during the
audit and that we concluded are of sufficient importance to merit being reported to you.
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Assessment of Control Environment (cont’d)

Journals authorisation (Finance team) Rating Low

We identified instances where the Finance team can post journals directly to
the system without separate authorisation. These only relates to journals posted
by Finance team and not other pension fund journals coming from other
departments as for these type of journals, there were journal request templates
Observation to be accomplished and approved before they are posted in the system. For the
journals posted by the Finance team without authorisation, we are content that
these did not result to significant misstatements in the accounts as prior to the
production and release of the draft accounts.

We recommend that Pension Fund should undertake a proper journal
authorisation for every journals before being posted to the system and this
2ECCININERBELRRE  should be performed by a different individual and by a more senior member of the
Finance team.

Pension fund journals raised by Pension Fund Finance team to be approved by

the Pension Fund Manager going forward (24/25).
Management

Response
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Independence

Confirmation

We are not aware of any inconsistencies between Ernst & Young (EY)’s policy for the supply of non-audit services and FRC Ethical Standard. We are not aware of any
apparent breach of that policy.

We confirm that, in our professional judgment, EY is independent, our integrity and objectivity is not compromised, and we have complied with the FRC Ethical
Standard.

We confirm that your engagement team (partners, senior managers, managers and all others involved with the audit) and others within the firm, the firm and
network firms have complied with relevant ethical requirements regarding independence.

Relationships

.d’he FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and the Fund, and its members and senior management
gyand its affiliates, including all services provided by us and our network to the Fund, its members and senior management and its affiliates, and other services
Qprovided to other known connected parties that we consider may reasonably be thought to bear on the our integrity or objectivity, including those that could
(Mcompromise independence and the related safeguards that are in place and why they address the threats.

|,j’here are no relationships from 1 April 2022 to the date of this report which we consider may reasonably be thought to bear on our independence and objectivity.
H

EY Transparency Report 2023

EY has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity, independence and integrity
are maintained.

Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the
firm is required to publish by law. The most recent version of this Report is for the year end 30 June 2023:

EY UK 2023 Transparency Report | EY UK
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Relationships, services and related threats and safeguards

Services provided by Ernst & Young

There are no services provided by EY from 1 April 2022 to the date of this report, which we consider may reasonably be thought to bear on our independence and

objectivity.

The table includes a summary of the fees due to EY in line with the disclosures set out in FRC Ethical Standard and in statute. Full details of the services that we have

provided, and the related threats and safeguards are included below.

We highlight in the table below the most significant services that may be reasonably considered to bear upon our integrity, objectivity and independence.

Proposed fee 2022/23 Proposed Final fee 2021/22

(DScale fee - Code work

FChanges in work required to address professional and regulatory
NJequirements and scope associated with risk

Additional Level 3 Investment valuation procedures
Additional going concern procedures

Transfer of membership data from Altair to UPM system (new significant
risk)

Triennial membership data testing

Other areas attracting additional fees

Total fee
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24,795
38,842 (a)
5,000 - 7,000 (b)

3,000 - 4,000 (c)

10,000 - 15,0000 (d)
9,000 - 14,000 (e)
TBC (f)

TBC

16,170
38,842 (a)
5,000 - 7,000 (b)
3,000 - 4,000 (d)

N/A

N/A
5,500 - 7,500
TBC
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Relationships, services and related threats and safeguards

Services provided by Ernst & Young (continued)

Notes on fees

(a) We do not believe that the current scale fee reflects the changes in the audit market and increases in regulation since the PSAA tender exercise for this audit. For
2021/22, as in the previous year, we have therefore proposed increases to the scale fee to take into account a number of risk factors including: Procedures to
address the risk profile of the Pension Fund; Additional work to address increase in Regulatory Standards; Client readiness and IT support for Data Analytics. The
proposed scale fee increase is subject to determination by PSAA.

(b) Additional audit procedures performed relating to the valuation of Level 3 Investments, where we have a significant risk.

(c) Additional procedures relating to the going concern, which we identified as other area of focusin 2021/22.

(d) New significant risk for the current year and additional procedures carried out relating to the membership data system transfer from Local Pension Partnership

Administration’s (LPPA) Altair system to its new Universal Pensions Management (UPM) system during the year.

e) The fee related to triennial valuation 2022 - membership data testing. This is not subject to PSAA determination.
o) (f) The proposed additional fee range for 2022/23, includes additional procedures in relation to the following areas:
Q. review by EY Pensions team to support procedures performed on the IAS 26 (actuarial present value of promised retirement benefits) disclosure - £1,000

= ISA 540 accounting estimate- £1,000-£2,000
=« work to meet the requirements of ISA 240 (fraud assessment) - £500
« work to meet the requirements of ISA 315 (audit risk assessment, including IT risks) - £5,000

 Review of the final pension fund accounts - TBC

Other fee variations may arise up to signing of the pension fund statements since audit is still ongoing at the time of writing this report.
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APPENDIX C

Appendix A - Requiredé€ommunicatiens with the Audit:Committee

Required communications with the Audit Committee

There are certain communications that we must provide to the Audit Committees of UK entities. We have detailed these here together with a reference of when
and where they were covered:

Our Reporting to you

Required
communications What is reported? When and where
Terms of engagement Confirmation by the audit committee of acceptance of terms of engagement as written The statement of responsibilities serves as
in the engagement letter signed by both parties. the formal terms of engagement between the
U PSAA’s appointed auditors and audited
Q pp
) bodies
|_‘Our responsibilities Reminder of our responsibilities as set out in the engagement letter. Audit Plan - February 2024
lanning and audit Communication of the planned scope and timing of the audit, any limitations and the Audit Plan - February 2024
approach significant risks identified.
When communicating key audit matters this includes the most significant risks of material
misstatement (whether or not due to fraud) including those that have the greatest effect
on the overall audit strategy, the allocation of resources in the audit and directing the
efforts of the engagement team.
Significant findings e Our view about the significant qualitative aspects of accounting practices including Audit Results Report - August 2024
from the audit accounting policies, accounting estimates and financial statement disclosures

e Significant difficulties, if any, encountered during the audit

e Significant matters, if any, arising from the audit that were discussed with
management

« Written representations that we are seeking
e Expected modifications to the audit report
e Other matters if any, significant to the oversight of the financial reporting process
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Appendix A - Required gommunications with the Audit Committee

(cont’d)

Our Reporting to you
Required

communications What is reported? When and where

Going concern Events or conditions identified that may cast significant doubt on the entity’s ability Audit Results Report - August 2024
to continue as a going concern, including:

 Whether the events or conditions constitute a material uncertainty related to going
concern

* Whether the use of the going concern assumption is appropriate in the preparation
and presentation of the financial statements

e The appropriateness of related disclosures in the financial statements

isstatements e Uncorrected misstatements and their effect on our audit opinion, unless prohibited Audit Results Report - August 2024
by law or regulation

e The effect of uncorrected misstatements related to prior periods
e Arequest that any uncorrected misstatement be corrected
e Material misstatements corrected by management

97T abed

Fraud e Enquiries of the audit committee to determine whether they have knowledge of any Audit Results Report - August 2024
actual, suspected or alleged fraud affecting the entity

* Any fraud that we have identified or information we have obtained that indicates that
a fraud may exist

* Unless all of those charged with governance are involved in managing the entity, any
identified or suspected fraud involving:

a. Management;
b. Employeeswho have significant roles in internal control; or

c. Otherswhere the fraud results in a material misstatementin the financial
statements.
e The nature, timing and extent of audit procedures necessary to complete the audit
when fraud involving management is suspected
. Matters, if any, to communicate regarding management’s process for identifying
and responding to the risks of fraud in the entity and our assessment of the risks of
material misstatement due to fraud

e Any other matters related to fraud, relevant to Audit Committee responsibility.
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Appendix A - Required gommunications with the Audit Committee

(cont’d)

Our Reporting to you

Required
communications What is reported? When and where
Related parties Significant matters arising during the audit in connection with the entity’s related parties Audit Results Report - August 2024

including, when applicable:

* Non-disclosure by management

e Inappropriate authorisation and approval of transactions

e Disagreementover disclosures

* Non-compliance with laws and regulations

< Difficulty in identifying the party that ultimately controls the entity

Consideration of laws e Subject to compliance with applicable regulations, matters involving identified or Audit Results Report - August 2024
g-?and regulations suspected non-compliance with laws and regulations, other than those which are
o clearly inconsequential and the implications thereof. Instances of suspected non-
@ compliance may also include those that are brought to our attention that are expected
= to occur imminently or for which there is reason to believe that they may occur
l:l e Enquiry of the audit committee into possible instances of non-compliance with laws
and regulations that may have a material effect on the financial statements and that
the audit committee may be aware of
Significant deficienciesin < Significant deficienciesin internal controls identified during the audit. Audit Results Report - August 2024

internal controls
identified during the audit

Written representations Written representations we are requesting from management and/or those charged Audit Results Report - August 2024
we are requesting from with governance

management and/or

those charged with

governance
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Appendix A - Required gommunications with the Audit Committee

(cont’d)

Our Reporting to you

Required
communications What is reported? When and where

Independence Communication of all significant facts and matters that bear on EY’s, and all individuals  Audit Plan - February 2024
involved in the audit, objectivity and independence.

Communication of key elements of the audit engagement partner’s consideration of Audit Results Report - August 2024
independence and objectivity such as:

e The principal threats
e Safeguards adopted and their effectiveness
e An overall assessment of threats and safeguards

< Information about the general policies and process within the firm to maintain
objectivity and independence

Communications whenever significant judgements are made about threats to objectivity
and independence and the appropriateness of safeguards put in place.

For public interest entities and listed companies, communication of minimum
requirements as detailed in the FRC Revised Ethical Standard 2019:

* Relationships between EY, the company and senior management, its affiliates and its
connected parties

e Services provided by EY that may reasonably bear on the auditors’ objectivity and
independence

e Related safeguards

e Feescharged by EY analysed into appropriate categories such as statutory audit fees,
tax advisory fees, other non-audit service fees

« A statement of compliance with the Ethical Standard, including any non-EY firms or
external experts used in the audit

e Details of any inconsistencies between the Ethical Standard and Fund’s policy for the
provision of non-audit services, and any apparent breach of that policy

e Where EY has determined it is appropriate to apply more restrictive rules than
permitted under the Ethical Standard

e The audit committee should also be provided an opportunity to discuss matters
affecting auditor independence

8TT abed

External confirmations Management’s refusal for us to request confirmations Audit Results Report - August 2024

< Inability to obtain relevant and reliable audit evidence from other procedures.
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(cont’d)

Our Reporting to you

When and where

Required
communications What is reported?

Material inconsistencies e Material inconsistencies or misstatements of fact identified in other information which Audit Results Report - August 2024
or misstatements of fact management has refused to revise
identified in other

information which
management has refused

to revise
Auditors report e Key audit matters that we will include in our auditor’s report Audit Results Report - August 2024
e Any circumstances identified that affect the form and content of our auditor’s report
o
QO
«Q
D
|_\
=
©
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Appendix B - Outstanding matters

Outstanding matters

The following items relating to the completion of our audit procedures are outstanding at the date of the release of this report:

Item Actions to resolve Responsibility

Going concern review and disclosures

To revisit at the point the pension fund statements are
authorised for issue to ensure that these remain
appropriate to the Pension Fund’s circumstances for the
foreseeable future e.g. the next twelve months

EY

Membership data system change and starters
and leavers

Testing is on-going for membership data system change.
We are waiting for supporting evidences for the samples
selected from the Pension Fund.

EY and management

Triennial membership data testing

02T obed

Work is on-going for triennial membership data testing.
Our testing is substantially complete, we are just
resolving few queries for some of the samples and
awaiting response from the Pension Fund.

EY and management

Subsequent events review procedures

Completion of subsequent events procedures to the date
of signing the audit report

EY and management

Manager, Partner and EQCR Review

Completion of review of audit file

EY

Management representation letter

Receipt of signed management representation letter

EY, management and Audit Committee

Annual Report and Financial Statements
consistency

Review of the Pension Fund’s Annual Report for
consistency with the Pension Fund’s financial statements
within the administering authority’s Statement of
Accounts.

EY and management

We are currently unable to issue the final audit opinion on Havering Pension Fund’s financial statements until the audit report on the Administering Authority’s
(London Borough of Havering) statement of accounts for 2022/23 is issued. We are currently unable to issue the final audit opinion on Havering Pension Fund’s
financial statements until the audit report on the administering authority’s (London Borough of Havering) statement of accounts for 2021/22 is issued. This will
form part of the approach to resetting the local audit sector backlog by a backstop date, which is subject to legislation being passed.

Until all our audit procedures are complete, we cannot confirm the final form of our audit opinion as new issues may emerge or we may not agree on final detailed
disclosuresin the financial statements and annual report. At this point, no issues have been identified that would cause us to modify our opinion. A draft of the
current audit opinion is included in Section 03 of this report.
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'Appendix D — Management representation letter

Management representation letter

Havering Pension Fund anticipated draft, based on the current position of the audit. Further representations may be required

Management Rep Letter ]

[To be prepared on the entity’s letterhead]

[Date]

Mark Hodgson

Ernst & Young LLP

One Cambridge Business Park,
U Cowley Road, Cambridge

CB4 0WZ

Q)

= This letter of representations is provided in connection with your audit of the financial

N) statements of Havering Pension Fund (“the Fund”) for the year ended 31 March 2023. We

= recognise that obtaining representations from us concerning the information contained in this
letter is a significant procedure in enabling you to form an opinion as to whether the financial
statements give a true and fair view of the financial transactions of the Fund during the period
from 1 April 2022 to 31 March 2023 and of the amount and disposition of the Fund’s assets and
liabilities as at 31 March 2023, other than liabilities to pay pensions and benefits after the end
of the period, have been properly prepared in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23.

We understand that the purpose of your audit of the Fund’s financial statements is to express an
opinion thereon and that your audit was conducted in accordance with International Standards
on Auditing (UK), which involves an examination of the accounting system, internal control and
related data to the extent you considered necessary in the circumstances, and is not designed to
identify - nor necessarily be expected to disclose - all fraud, shortages, errors and other
irregularities, should any exist.

Accordingly, we make the following representations, which are true to the best of our knowledge

and belief, having made such inquiries as we considered necessary for the purpose of
appropriately informing ourselves:
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A. Financial Statements and Financial Records

1. We have fulfilled our responsibilities, under the relevant statutory authorities, for the
preparation of the financial statements in accordance with the Accounts and Audit
Regulations 2015 and CIPFA LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2022/23.

2. We confirm that the Fund is a Registered Pension Scheme. We are not aware of any
reason why the tax status of the scheme should change.

&, We acknowledge, as members of management of the Fund, our responsibility for the fair
presentation of the financial statements. We believe the financial statements referred to
above give a true and fair view of the financial position and the financial performance of
the Fund in accordance with [the CIPFA LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2022/23, and are free of material misstatements,
including omissions. We have approved the-financial statements.

4. The significant accounting policies adopted in the preparation of the financial statements
are appropriately described in the financial statements.

58 As members of management of the Fund, we believe that the Fund has a system of
internal controls adequate to enable the preparation of accurate financial statements in
accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom 2022/23 that are free from material misstatement, whether due to
fraud or error. We have disclosed to you any significant changes in our processes,
controls, policies and procedures that we have made to address the effects of the COVID-
19 pandemic on our system of internal controls.
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Management representation letter (continued)

Management Rep Letter ]

6. We believe that the effects of any unadjusted audit differences, summarised in the
accompanying schedule, accumulated by you during the current audit and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the financial
statements taken as a whole. We have not corrected these differences identified and brought to
our attention by the auditor because [specify reasons for not correcting misstatement}.

7. That you have disclosed to us any significant changes in our processes, controls, policies and
procedures that you have made to address the effects of the conflict and related sanctions in
Ukraine, Russia and/or Belarus on your system of internal controls. That you do not believe that
there are any significant changes.

Q

(D B. Non-compliance with laws and regulations including fraud

a1 We acknowledge that we are responsible for determining that the Fund’s activities are

) g p g

N conducted in accordance with laws and regulations and that we are responsible for
identifying and addressing any non-compliance with applicable laws and regulations,
including fraud.

2. We acknowledge that we are responsible for the design, implementation and
maintenance of internal controls to prevent and detect fraud.

&, We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

4. We have not made any reports to The Pensions Regulator, nor are we aware of any such
reports having been made by any of our advisors.

5. There have been no other communications with The Pensions Regulator or other
regulatory bodies during the Fund year or subsequently concerning matters of
noncompliance with any legal duty.

. We have no knowledge of any identified or suspected non-compliance with laws or

regulations, including fraud that may have affected the Fund (regardless of the source or
form and including without limitation, any allegations by “whistleblowers”), including
non-compliance matters:
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Involving financial improprieties

Related to laws or regulations that have a direct effect on the determination of material
amounts and disclosures in the Fund’s financial statements

Related to laws and regulations that have an indirect effect on amounts and disclosures
in the financial statements, but compliance with which may be fundamental to the

operations of the Fund, its ability to continue, or to avoid material penalties

Involving management, or employees who have significant roles in internal control, or
others

In relation to any allegations of fraud, suspected fraud or other non-compliance with laws
and regulations communicated by employees, former employees, analysts, regulators or
others.
Information Provided and Completeness of Information and Transactions

We have provided you with:

Access to all information of which we are aware that is relevant to the preparation of the
financial statements such as records, documentation and other matters.

Additional information that you have requested from us for the purpose of the audit.

Unrestricted access to persons within the entity from whom you determined it necessary
to obtain audit evidence.

Havering Pension Fund Audit results reportl 40



Management representation letter (continued)

Management Rep Letter ]

2. You have been informed of all changes to the Fund rules.

3. All material transactions have been recorded in the accounting records and all material
transactions, events and conditions are reflected in the financial statements, including those
related to the COVID-19 pandemic and to the conflict and related sanctions in Ukraine, Russia
and/or Belarus.

4. We have made available to you all minutes of the meetings of members of the management of
the Fund and committees of members of the management of the Fund (or summaries of actions
Q) of recent meetings for which minutes have not yet been prepared) held through the period to
Q the most recent meeting on the following date [date].

5. We confirm the completeness of information provided regarding the identification of related
wparties. We have disclosed to you the identity of the Fund’s related parties and all related party
relationships and transactions of which we are aware, including sales, purchases, loans,
transfers of assets, liabilities and services, leasing arrangements, guarantees, non-monetary
transactions and transactions for no consideration for the period ended, as well as related
balances due to or from such parties at the period end. These transactions have been
appropriately accounted for and disclosed in the financial statements.

6. We confirm the completeness of information provided regarding annuities held in the name of
the members of the management of the Fund. {

7. We have disclosed to you, and the Fund has complied with, all aspects of contractual
agreements that could have a material effect on the financial statements in the event of non-

compliance, including all covenants, conditions or other requirements of all outstanding debt.

8. No transactions have been made which are not in the interests of the Fund members or the
Fund during the fund year or subsequently.
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9. We believe that the methods, significant assumptions and the data we used in making
accounting estimates and related disclosures are appropriate and consistently applied to achieve
recognition, measurement and disclosure that is in accordance with CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23.

10. From the date of our last management representation letter through the date of this letter
we have disclosed to you any unauthorized access to our information technology systems that
either occurred or to the best of our knowledge is reasonably likely to have occurred based on
our investigation, including of reports submitted to us by third parties (including regulatory
agencies, law enforcement agencies and security consultants), to the extent that such
unauthorized access to our information technology systems is reasonably likely to have a
material impact to the financial statements, in each case or in the aggregate.

D. Liabilities and Contingencies

1. All liabilities and contingencies, including those associated with guarantees, whether written
or oral, have been disclosed to you and are appropriately reflected in the financial statements.

2. We have informed you of all outstanding and possible litigation and claims, whether or not
they have been discussed with legal counsel.

3. We have recorded and/or disclosed, as appropriate, all liabilities related to litigation and

claims, both actual and contingent, and have disclosed in Note 26 to the financial statements
all guarantees that we have given to third parties.
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Management representation letter (continued)

Management Rep Letter ®
E. Going Concern
1. Note 2 to the financial statements discloses all the matters of which we are aware that

are relevant to the Fund’s ability to continue as a going concern, including significant
conditions and events, our plans for future action, and the feasibility of those plans.

F. Subsequent Events
statements, there have been no events, including events related to the COVID-19

pandemic, subsequent to period end which require adjustment of or disclosure in the
financial statements or notes thereto.

.o
Q
% 1. Other than events after the reporting period as described in Note 6 to the financial
[HEN
N
IS

G. Other information

1. We acknowledge our responsibility for the preparation of the other information. The
other information comprises of Statement of Accounts 2022/23, other than the financial
statements and the auditor’s report.

2. We confirm that the content contained within the other information is consistent with the
financial statements.

H. Independence
1. We confirm that, under section 27 of the Pensions Act 1995, no members of the
management of the Fund of the Scheme is connected with, or is an associate of, Ernst &

Young LLP which would render Ernst & Young LLP ineligible to act as auditor to the
Scheme.
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representation letter

. Derivative Financial Instruments

1.We confirm that all investments in derivative financial instruments have been made after due
consideration by the members of the management of the Fund of the limitations in their use
imposed by The LGPS Management and Investment of Funds Regulations 2016. The Fund’s
Investment Strategy Statement has been duly reviewed to ensure that such investments
comply with any limitations imposed by its provisions. The financial statements disclose all
transactions in derivative financial instruments that have been entered into during the period,
those still held by the [members of the management of the Fund] at the Fund’s year end and
the terms and conditions relating thereto. Management has duly considered and deemed as
appropriate the assumptions and methodologies used in the valuation of ‘over the counter’
derivative financial instruments which the Fund is holding, and these have been communicated
to you.

J. Pooling investments, including the use of collective investment vehicles and shared services

1. We confirm that all investments in pooling arrangements, including the use of collective
investment vehicles and shared services, meet the criteria set out in the November 2015
investment reform and criteria guidance and that the requirements of the LGPS Management
and Investment of Funds Regulations 2016 in respect of these investments has been followed.

K. Actuarial valuation

1. The latest report of the actuary Hymans Robertson LLP as at 31 March 2023 and dated
12 May 2023 has been provided to you. To the best of our knowledge and belief we
confirm that the information supplied by us to the actuary was true and that no
significant information was omitted which may have a bearing on his report.
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Management representation letter (continued)

Management Rep Letter ]

L. Use of the Work of a Specialist

1. We agree with the findings of the specialists that we have engaged to value the fund
assets and liabilities and have adequately considered the qualifications of the specialists
in determining the amounts and disclosures included in the financial statements and the
underlying accounting records. We did not give or cause any instructions to be given to
the specialists with respect to the values or amounts derived in an attempt to bias their
work, and we are not otherwise aware of any matters that have had an effect on the
independence or objectivity of the specialists.

M. Estimates
Level 3 Investments and IAS 26 valuation Estimates

1. We confirm that the significant judgments made in making the estimates have taken into
account all relevant information and the effects of the COVID-19 pandemic, or related to
the conflict and related sanctions in Ukraine, Russia and/or Belarus of which we are
aware.

2. We believe that the selection or application of the methods, assumptions and data used
by us have been consistently and appropriately applied or used in making the estimates.

&, We confirm that the significant assumptions used in making the estimates appropriately
reflect our intent and ability to carry out the specific courses of action on behalf of the
entity.
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4. We confirm that the disclosures made in the financial statements with respect to the
accounting estimates, including those describing estimation uncertainty and the effects of the
COVID-19 pandemic or related to the conflict and related sanctions in Ukraine, Russia and/or
Belarus are complete and are reasonable in the context of CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2021/22.

5. We confirm that appropriate specialized skills or expertise has been applied in making the
estimates.

6. We confirm that no adjustments are required to the accounting estimates and disclosures in
the financial statements, including due to the COVID-19 pandemic. or related to the conflict and
related sanctions in Ukraine, Russia and/or Belarus.

Yours faithfully,

Kathy Freeman

Chief Finance (Section 151) Officer

Julie Wilkes

Chair
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APPENDIX D

Members of the Audit Committee 18 November 2024
London Borough of Havering

Town Hall

Main Road

Romford RM1 3BB

Dear Audit Committee
London Borough of Havering - Completion Report for Those Charged With Governance - 2021/22 and 2022/23 financial years

Attached is our Completion Report for Those Charged With Governance. The purpose of this report is to provide the Audit Committee of
London Borough of Havering (the Council) with a detailed complete report covering our approach and outcomes of the 2021/22 audit. "

Given that Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Requlations 2024" (the SI) imposes a backstop
date of 13 December 2024 by which date we are required to issue our opinion on the financial statements, we have considered whether the
time constraints imposed by the backstop date mean that we cannot complete all necessary procedures to obtain sufficient, appropriate audit
evidence to support the opinion and fulfil all the objectives of all relevant ISAs (UK).

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

If an objective in a relevant ISA (UK) cannot be achieved, the auditor shall evaluate whether this prevents the auditor from achieving the
overall objectives of the auditor and thereby requires the auditor, in accordance with the ISAs (UK), to modify the auditor's opinion or
withdraw from the engagement (where withdrawal is possible under applicable law or regulation). Failure to achieve an objective represents a
significant matter requiring documentation in accordance with ISA (UK) 230 (Revised June 2016).4 (Ref: Para. A7T7&A78)

Taking the above into account, for the year ended 31 March 2022 and 31 March 2023 we have determined that we cannot meet the
objectives of the ISAs(UK) and we anticipate issuing a disclaimed audit report.

In completing our work for this audit year we have taken into account Statutory Instrument (2024) No. 907 - “The Accounts and Audit
(Amendment) Requlations 2024", Local Authority Reset and Recovery Implementation Guidance. We have also taken into account the
requirements of the Local Audit and Accountability Act 2014, the National Audit Office's 2020 Code of Audit Practice (including recent 2024
updates), the Statement of Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards and other
professional requirements, against this backdrop we have also considered the Committee’s service expectations.




APPENDIX D

This report considers the impact of Government proposals to clear the backlog in local audit and put the local audit system on a sustainable
footing. The joint statement on the update to proposals to clear the backlog and embed timely audit recognises that timely, high-quality
financial reporting and audit of local bodies is a vital part of our democratic system. Not only does it support good decision making by local
bodies, by enabling them to plan effectively, make informed decisions and manage their services, it ensures transparency and accountability
to local taxpayers. All stakeholders have a critical role to play in addressing the audit backlog.

The Audit Committee, as the Council’s body charged with governance, has an essential role in ensuring that it has assurance over both the
guality of the draft financial statements prepared by management and the Council's wider arrangements to support the delivery of a timely
and efficient audit.

We will consider and report on the adequacy of the Council's external financial reporting arrangements and the effectiveness of the Audit
Committee in fulfilling its role in those arrangements as part of our assessment of Value for Money arrangements and consider the use of
other statutory reporting powers to draw attention to weaknesses in those arrangements where we consider it necessary to do so.

We draw Audit Committee members' and officers’ attention to the Public Sector Audit Appointment Limited's Statement of Responsibilities
(paragraphs 26-28) which clearly set out what is expected of audited bodies in preparing their financial statements (see Appendix A).

This report is intended solely for the information and use of the Audit Committee, and Management, and is not intended to be and should not
be used by anyone other than these specified parties.

Yours faithfully

M nee HonGSont

Mark Hodgson
Partner
For and on behalf of Ernst & Young LLP

Enc
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Audit Report

Public Sector Audit Appointments Ltd (PSAA) issued the “Statement of responsibilities of auditors and audited bodies". It is available from the PSAA website. The Statement of responsibilities serves as the
formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is to be expected of the
audited body in certain areas.

The “Terms of Appointment and further guidance (updated July 2021)" issued by the PSAA (https: . .Co.

1-july-2021/) sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and in legislation and covers matters of
practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of London Borough of Havering. Our work has been undertaken so that we might state to the Audit Committee and management of London
Borough of Havering those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone other than
the Governance Committee and management of London Borough of Havering for this report or for the opinions we have formed. It should not be provided to any third-party without our prior written consent.
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APPENDIX D

Execufive Summary - System wide context

Context for the audit - Department for Housing, Communities and Local Government (MHCLG) and
Financial Reporting Council (FRC) measures to address local audit delays

Timely, high-quality financial reporting and audit of local bodies is a vital part of our democratic system. It supports good decision making by local bodies and ensures
transparency and accountability to local taxpayers. There is general agreement that the backlog in the publication of audited financial statements by local bodies has
grown to an unacceptable level and there is a clear recognition that all stakeholders in the sector will need to work together to address this. The Department for
Housing, Communities and Local Government (MHCLG) (iinitially as DLUHC) has worked collaboratively with the FRC, as incoming shadow system leader, and other
system partners, to develop measures to clear the backlog. The proposals, which have been developed to maintain auditor independence and enable compliance with
International Standards on Auditing (UK) (ISAs (UK)), consist of three phases:

Phase 1: Reset involving clearing the backlog of historic audit opinions up to and including financial year 2022/23 by 13 December 2024.

Phase 2: Recovery from Phase 1 in a way that does not cause a recurrence of the backlog by using backstop dates to allow assurance to be rebuilt over multiple
audit cycles.

| 4

| 4
U o . . . . _— o . .
8 Phase 3: Reform involving addressing systemic challenges in the local audit system and embedding timely financial reporting and audit.

(Do support the further development and testing of the measures, consultations are taking place to receive further feedback and inform the decision on how to
proceed. Specifically:

w
N MHCLG has enacted through Parliament Statutory Instrument (2024) No. 907 - “The Accounts and Audit (Amendment) Requlations 2024", to insert statutory
backstop dates for historic financial statements and for the financial years 2023/24 to 2027/28.

» The National Audit Office (NAO) has amended the Code of Audit Practice to:

» Require auditors to issue audit opinions according to statutory backstop dates for historic audits, and place specific duties on auditors to co-operate
during the handover period for the new PSAA contract for the appointment of local authority auditors covering the years 2023/24 to 2027/28.

» Allow auditors to produce a single Value for Money commentary for the period to 2022/23 and use statutory reporting powers to draw significant matters
to the attention of Councils and residents.

As a result of the system wide implementation of backstop dates we expect to disclaim the opinion on the Authority’'s 2021/22 and 2022/23 financial statements. The
proposed disclaimer of the Council's 2022/23 accounts will impact both the audit procedures to be undertaken to gain assurance on the 2023/24 financial
statements and the form of the Audit Report in 2023/24 and subsequent years during the ‘Recovery phase’ of the Government’s proposals.
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Executive Summary - Councilresponsibilities

Responsibilities of Authority management and those charged with governance

For the planned measures to be successful and the current backlog to be addressed it is vital that all stakeholders properly discharge their responsibilities.

The Council's Section 151 Officer is responsible for preparing the Statement of Accounts in accordance with proper practices and confirming they give a true and fair
view of the financial position at the reporting date and of its expenditure and income for the year ended 31 March 2022 and 31 March 2023. To allow the audit to be
completed on a timely and efficient basis it is essential that the financial statements are supported by high quality working papers and audit evidence and that Council
resources are readily available to support the audit process, within agreed deadlines. The Audit Committee, as the Council’s body charged with governance, has an
essential role in ensuring that it has assurance over both the quality of the draft financial statements prepared by management and the Council’s wider arrangements
to support the delivery of a timely and efficient audit. Where this is not done, we will:

Consider and report on the adequacy of the Council's external financial reporting arrangements as part of our assessment of Value for Money arrangements.

Consider the use of other statutory reporting powers to draw attention to weaknesses in Council financial reporting arrangements where we consider it necessary
to do so.

Seek a fee variation for the cost of additional resources needed to discharge our responsibilities. We have set out this and other factors that will lead to a fee
variation at Appendix B of this report together with, at Appendix E, paragraphs 26-28 of PSAA's Statement of Responsibilities which clearly set out what is
expected of audited bodies in preparing their financial statements.

Impact the availability of audit resource available to complete the audit work in advance of any applicable backstop dates.

seT obkd 4 o
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Executive Summary - Local context

Local Background and Context

The position at this Council has developed over the past few years resulting in unaudited financial statements for 31 March 2022 and 31 March 2023.

The main reasons for the Council's financial statements not being prepared, audited and signed to date include:

>

v

yc1 abed

The post pandemic timelines resulted in audit teams trying to move delayed audits on to completion, whilst finance teams were trying to catch up, deal with
current priorities and plan for the future. This used a significant amount of our finite audit resource, leading to a lack of capacity to move onto the 2021/22 audit
year and then 2022/23 audit years.

The audit of the Council's 2020/21 financial statements was a challenging one, with numerous iterations to the accounts and some complex accounting matters
being discussed at length before final resolution.

In addition, there were a number of new technical issues and challenges to address during this period, including, accounting for infrastructure assets, taking into
account the updated pension fund valuations, which led to delays to the prior year 2020/21 audit being completed, with the audit opinion planned to be signed in
late November 2024.

Taken together, this has ultimately led to a lack of capacity to be able to commence the 2021/22 or 2022/23 audit year with sufficient time to be able to
complete the respective audits.
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Executive Summary - Repont structure andiwork completed

Report structure and work completed

This report covers the work we have completed to meet the requirements of the International Standards on Auditing (UK&I), (ISAs) and the Local Audit Reset and
Recovery Implementation Guidance (LARRIGS) along with the National Audit Office Value for Money Code (NAO VFM Code). It has been split into the following
sections.

Section 1 - Executive Summary - this section, setting out the national and local context and the structure of our report.

Section 2 - Work Plan - we have completed the following planning tasks

Completed required independence procedures.

Set a level of materiality.

Issued letters of inquiry to Management, Those Charged with Governance, the Head of Internal Audit and the Monitoring Officer.
Updated our understanding of the business, including review of responses to inquiry letters, internal team meeting, minute review, etc.
Identified significant, inherent and other areas of higher risk or focus.

Considered any other matters that may require reporting to requlators, or which may result in a modification to the audit report e.g. Non-compliance with laws
and regulations (NOCLAR), Objections, Significant weaknesses in arrangements for Value for Money, or any other matters that may result in the use of the
auditor’s powers etc.

GeT,ofed v v

Section 3 - Results and findings - Work completed to issue the disclaimer, findings and results:
» Review of the financial statements.

» Consideration of any matters that came to light during our planning and review procedures in relation to laws and reqgulations, fraud, related parties, litigation
and claims, significant changes to contracts and systems, service organisations, and report as appropriate.

» Reporting on any other matters that may require the use of the auditor’'s powers, formal reporting or a modification to the auditor’s report e.g. Non-compliance
with laws and regulations, (NOCLAR), Objections, Significant weaknesses in arrangements for Value for Money, any matters that may result in the use of the etc.

Section 4 - Audit Report

» The draft audit opinions.

Section 5 - Value for Money reporting

» The Value for Money report covering the years to 31 March 2023.
Section 6 - Appendices
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APPENDIX D

Work Plan - Audit Scope

Audit scope

This Completion report covers the work that we performed in relation to:

» Our audit opinion on whether the financial statements of the Council give a true and fair view of the financial position as at 31 March 2022 and the 31 March
2023 of the income and expenditure for the years then ended; and

» Our commentary on your arrangements to secure Value for Money in your use of resources for the relevant period. We include further details on Value for Money
in Section 5.

We will also review and report to the National Audit Office (NAO), to the extent and in the form required by them, on the Council's Whole of Government Accounts
return.

Our audit will also include the mandatory procedures that we are required to perform in accordance with applicable laws and auditing standards.
When planning the audit we take into account several key inputs:

Strategic, operational and financial risks relevant to the financial statements;

Developments in financial reporting and auditing standards;

The quality of systems and processes;

Changes in the business and regulatory environment; and,

. &1 9bed

Management’s views on all of the above.

Given that Statutory Instrument (2024) No. 907 - The Accounts and Audit (Amendment) Regulations 2024 imposes a backstop date of the 13 December 2024 by
which date we are required to issue our opinion on the financial statements, we have considered whether the time constraints imposed by the backstop date mean
that we cannot complete all necessary procedures to obtain sufficient, appropriate audit evidence to support the opinion and fulfil all the objectives of all relevant
ISAs (UK).

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

If an objective in a relevant ISA (UK) cannot be achieved, the auditor shall evaluate whether this prevents the auditor from achieving the overall objectives of the
auditor and thereby requires the auditor, in accordance with the ISAs (UK), to modify the auditor's opinion or withdraw from the engagement (where withdrawal is
possible under applicable law or regulation). Failure to achieve an objective represents a significant matter requiring documentation in accordance with ISA (UK) 230
(Revised June 2016).4 (Ref: Para. A7T7&A78)

Taking the above into account, for the years ended 31 March 2022 and 31 March 2023 we have determined that we cannot meet the objectives of the ISAs(UK) and
we anticipate issuing a disclaimed audit report.
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Work Plan - Materiality

Materiality

Audit
differences

Performance
materiality

Planning
materiality

Performance materiality for y/e 31
March 2023 has been set at £3.6

£3.6M  million, which represents 50% of
planning materiality.

Materiality for y/e 31 March 2023 has

been set at £7.2 million, which
£7.2m represents 1.0% of 2023 gross

expenditure on provision of services.

We will report all uncorrected

£0.4m misstatements relating to the primary
statements greater than £0.4 million
for y/e 31 March 2023 and £0.3
million for y/e 31 March 2022. Other
misstatements identified will be

£0.3m communicated to the extent that they
merit the attention of the Audit
Committee.

Performance materiality for y/e 31
March 2022 has been set at £3.3

£3.3m million, which represents 50% of
planning materiality.

Materiality for y/e 31 March 2022 has

been set at £6.5 million, which
£6.5m represents 1.0% of 2022 gross

expenditure on provision of services.

g¢T obed

In order to ascertain the significance of issues in the draft financial statements we have set materiality based on the respective draft financial statements as
published.

These materiality levels have been set based on the main Council financial statements - we have not considered group materiality. These levels are being used to
assess our response to any issues identified in the Council’s financial statements.

Confidential — All Rights Reserved London Borough of Havering - Completion report for TCWG| 12



APPENDIX D

Work Plan - Significant, inherent and other«isk areas

The following ‘dashboard’ summarises the significant accounting and auditing matters identified as part of our planning work. It seeks to provide Those Charged with

Governance with an overview of our initial risk identification for both the years.

Audit risks and areas of focus

Risk/area of focus Applicable years

Risk identified

Change from PY

Misstatement due to fraud or error  All years covered
by this report

Risk of fraud in revenue and All years covered
expenditure recognition, through by this report
inappropriate capitalisation of

revenue expenditure

o
Q
«Q
D
I_\MIRS Adjustment All years covered
w by this report
(o]

Investment Property Valuation All years covered

by this report

Confidential — All Rights Reserved

Fraud risk

Fraud Risk

Fraud Risk

Significant Risk

No change in risk or
focus

No change in risk or
focus

New Risk

No change in risk or
focus

There is a risk that the financial statements as a whole are not free from
material misstatement whether caused by fraud or error. We perform
mandatory procedures regardless of specifically identified fraud risks.

Under ISA 240 there is a presumed risk that revenue may be misstated due to
improper revenue recognition. In the public sector, this requirement is
modified by Practice Note 10 issued by the Financial Reporting Council, which
states that auditors should also consider the risk that material misstatements
may occur by the manipulation of expenditure recognition.

We have assessed the risk is most likely to occur through the inappropriate
capitalisation of revenue expenditure.

One further specific area where the risk due to fraud and error manifests is in
respect of the accounting adjustments made in the Movement in Reserves
Statement. Given the financial pressure the Council is under, these
adjustments could be used to manipulate the closing General Fund position.

Investment properties represent significant balances in the Group accounts
(2023: £48.1 million for the Council and £102.7 million for the Group; 2022:
£61.3 million for the Council and £108.9 million for the Group) and are subject
to valuation changes and impairment reviews.

Management is required to make material judgemental inputs and apply
estimation techniques to calculate the year-end balances recorded in the
balance sheet.

ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on the
use of management experts and the assumptions underlying fair value
estimates.
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APPENDIX D

Work Plan - Significant, inherent and other«isk areas

The following ‘dashboard’ summarises the significant accounting and auditing matters identified as part of our planning work. It seeks to provide Those Charged with

Governance with an overview of our initial risk identification for both the years

Audit risks and areas of focus

Risk/area of focus

Applicable years

Risk identified

Change from PY

Valuation of Stocks at Lower of
Cost & NRV

roup financial statements

ovT abed

Going concern disclosure

Confidential — All Rights Reserved

All years covered
by this report

All years covered
by this report

All years covered
by this report

Significant Risk

Significant risk

Inherent risk

Increase in risk (No
risk to SR in 2022)

Increase in risk (IR
to SR in 2022)

No change in risk or
focus

Inventory constitute a significant balance in the Council's group accounts
(22/23: £29.3 million). These assets are measured at lower of cost and net
realisable value which requires the use of assumptions, judgements and
estimates regarding the expected returns from the project and total costs to
complete the development. The variances between these assumptions and
actual events could have a material impact on the ultimate net realisable value.

As of March 31, 2020, the Council has entered into three Joint Venture
arrangements for the redevelopment and regeneration of the Rainham and
Beam Park Housing Zone, Bridge Close, and 12 housing estates within the
Borough.

The Council consolidates the transactions or balances relating to these joint
venture arrangements within its group financial statements. Although this will
be the 37 year for consolidation, issues in 2020/21 indicate a significant risk
that they may not be consolidated accurately and that not all required
disclosures are included in the accounts, as the level of activity in and size of
the joint ventures increases.

We reported on Going Concern as part of our 2020/21 Audit Report, given the
level of uncertainty on the current levels funding and the impact on future
service provision, as set out in the Council's updated Medium Term Financial
Strategy, which estimates a budget gap of £32.5 million in 24/25 and rises to
£81.9 million over the next four years. In February 2024, the Secretary of
State approved a capitalisation direction of £53.7 million. We have therefore
flagged this is as an inherent risk in our audit strategy given the significance of
the capitalisation direction the Council's financial position.
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APPENDIX D

Work Plan - Significant, inherent and other«isk areas

The following ‘dashboard’ summarises the significant accounting and auditing matters identified as part of our planning work. It seeks to provide Those Charged with
Governance with an overview of our initial risk identification for both the years.

Audit risks and areas of focus

Risk/area of focus Applicable years Risk identified Change from PY
National Non-Domestic Rates All years covered Inherent risk No change in risk or Due to the impact of COVID-19, there is a possibility that businesses are likely
(NNDR) Appeals Provision by this report focus to seek reductions based on a decrease in rental prices on which rateable

values are based. The Council's NNDR Appeals Provision is a material estimate,
for the Collection Fund as a whole. In light of this, we consider there to be a
higher inherent risk of misstatement of the Council's NNDR appeals provision.

Pension Liability Valuation All years covered Inherent risk No change in risk or The Local Authority Accounting Code of Practice and IAS19 require the
by this report focus Council / Authority to make extensive disclosures within its financial
statements regarding its membership of the Local Government Pension
;? Scheme.

«Q Accounting for this scheme involves significant estimation and judgement and
) therefore management engages an actuary to undertake the calculations on
= their behalf. ISAs (UK) 500 and 540 require us to undertake procedures on the
AN use of management experts and the assumptions underlying fair value
= estimates.

Land and Buildings Valuation All years covered Inherent Risk No change in risk or Risk associated with PPE valuation applies only to other land and building (at
(including council dwellings) by this report focus EUV, FV, and DRC) and Surplus assets (at FV).

The valuation should be in accordance with the RICS ‘Red Book' - in respect of
EUV (existing use) there must be a market in existence for the property with a
reasonable number of transactions of property of a type similar to the subject
property. Where market-based evidence of fair value is insufficient, the Code
permits the use of Depreciated Replacement Cost (DRC).

ISAs (UK and Ireland) 500 and 540 require us to undertake procedures on the
use of management experts and the assumptions underlying fair value
estimates.
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APPENDIX D

Work Plan - Independence

The FRC Ethical Standard 2019 and ISA (UK) 260 ‘Communication of audit matters with those charged with governance’, requires us to communicate with you on a timely basis on all
significant facts and matters that bear upon our integrity, objectivity and independence. The Ethical Standard, as revised in December 2019, requires that we communicate formally
both at the planning stage and at the conclusion of the audit, as well as during the course of the audit if appropriate. The aim of these communications is to ensure full and fair
disclosure by us to those charged with your governance on matters in which you have an interest.

Required communications

Planning stage Final stage

» The principal threats, if any, to objectivity and independence » Inorder for you to assess the integrity, objectivity and independence of the firm and each covered
identified by Ernst & Young (EY) including consideration of all person, we are required to provide a written disclosure of relationships (including the provision of non-
relationships between you, your affiliates and directors and us; audit services) that may bear on our integrity, objectivity and independence. This is required to have

» The safeguards adopted and the reasons why they are considered to regard to relati_onships with the entity, its d_irectors _and‘ sgniqr maqagement, its affiliates, and its.
be effective, including any Engagement Quality review; connected parties and the threats to integrity or objectivity, including those that could compromise

q independence that these create. We are also required to disclose any safeguards that we have put in

Q The overall assessment of threats and safeguards; place and why they address such threats, together with any other information necessary to enable our
(©Q» Information about the general policies and process within EY to objectivity and independence to be assessed;

(M maintain objectivity and independence » Details of non-audit/additional services provided and the fees charged in relation thereto;

E» The IESBA Code requ|res.EY to.prowde an mdependencie a;sessment » Written confirmation that the firm and each covered person is independent and, if applicable, that any
) of any proposed non-audit service (NAS) to the PIE audit client and non-EY firms used in the group audit or external experts used have confirmed their independence to us;

will need to obtain and document pre-concurrence from the Audit
Committee/those charged with governance for the provision of all
NAS prior to the commencement of the service (i.e., similar to
obtaining a “pre-approval” to provide the service).

» Details of any non-audit/additional services to a UK PIE audit client where there are differences of
professional opinion concerning the engagement between the Ethics Partner and Engagement Partner
and where the final conclusion differs from the professional opinion of the Ethics Partner

» Details of any inconsistencies between FRC Ethical Standard and your policy for the supply of non-audit

All proposed NAS for PIE audit clients will be subject to a
g prop ) services by EY and any apparent breach of that policy;

determination of whether the service might create a self-review
threat (SRT), with no allowance for services related to amounts that » Details of all breaches of the IESBA Code of Ethics, the FRC Ethical Standard and professional standards,
are immaterial to the audited financial statements. and of any safeguards applied and actions taken by EY to address any threats to independence; and

» An opportunity to discuss auditor independence issues.

In addition, during the course of the audit, we are required to communicate with you whenever any significant judgements are made about threats to objectivity and independence and
the appropriateness of safeqguards put in place, for example, when accepting an engagement to provide non-audit services.

We ensure that the total amount of fees that EY and our network firms have charged to you and your affiliates for the provision of services during the reporting period, analysed in
appropriate categories, are disclosed.

We highlight the following significant facts and matters that may be reasonably considered to bear upon our objectivity and independence, including the principal threats, if any. We
have adopted the safeguards noted below to mitigate these threats along with the reasons why they are considered to be effective. However, we will only perform non-audit services if
the service has been pre-approved in accordance with your policy.
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Work Plan - Independence

Overall Assessment

Overall, we consider that the safeguards that have been adopted appropriately mitigate the principal threats identified and we therefore confirm that EY is independent and the
objectivity and independence of Mark Hodgson, your Audit Engagement Partner and the audit engagement team have not been compromised.

Self interest threats

A self interest threat arises when EY has financial or other interests in your company. Examples include where we have an investment in your company; where we receive significant
fees in respect of non-audit services; where we need to recover long outstanding fees; or where we enter into a business relationship with you. At the time of writing, there are no

long outstanding fees.
We believe that it is appropriate for us to undertake those permitted non-audit/additional services set out in Section 5.40 of the FRC Ethical Standard 2019 (FRC ES), and we will

comply with the policies that you have approved.
None of the services are prohibited under the FRC's ES and the services have been approved in accordance with your policy on pre-approval. In addition, when the ratio of non-audit
fees to audit fees exceeds 1:1, we are required to discuss this with our Ethics Partner, as set out by the FRC ES, and if necessary agree additional safeguards or not accept the non-
dit engagement. We will also discuss this with you.
QAt the time of writing, the current ratio of non-audit fees to audit fees is approximately nil:nil. No additional safeguards are required.
«Q
CDSeIf review threats

|_\
A self-interest threat may also arise if members of our audit engagement team have objectives or are rewarded in relation to sales of non-audit services to you. We confirm that no
Uhember of our audit engagement team, including those from other service lines, has objectives or is rewarded in relation to sales to you, in compliance with Ethical Standard part 4.

There are no other self-interest threats at the date of this report.

Management threats

Partners and employees of EY are prohibited from taking decisions on behalf of management of your company. Management threats may also arise during the provision of a non-audit
service in relation to which management is required to make judgements or decision based on that work.

There are no management threats at the date of this report.

Other threats

Other threats, such as advocacy, familiarity or intimidation, may arise.
There are no other threats at the date of this report.

EY Transparency Report 2023

EY has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity, independence and integrity are maintained.
Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the firm is required to
publish by law. The most recent version of this Report is for the period ended 30 June 2023 and can be found here: EY UK 2023 Transparency Report.
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APPENDIX D

Results and findings

Status of the audit

Our audit work in respect of the Council opinion is substantially complete. The following items relating to the completion of our audit procedures were outstanding at the date of this
report in respect of each audit year (2021/22 and 2022/23).

Final Closing procedures:

» Completion of subsequent events procedures;
» Receipt of a signed management representation letter

Given that the audit process is still ongoing, we will continue to consider existing and new information which could influence our final audit opinion, a current draft of which is included
later in this section.

Value for Money

Our Value for Money (VFM) work is complete and reported in Section 5 of this report. We have identified risks of significant weaknesses in arrangements. Having updated and
TPompleted the planned procedures in these areas we did identify significant weaknesses upon which we are reporting within our Audit Report. See Section 5 of the report for further

Qxietails.

«Q

mAudit differences

|_\

ahe Council should ensure that in approving the Statement of Accounts, that all sets cast correctly, all prior year comparatives agree to the final set of prior year Statement of

Accounts, or explanations for prior year adjustments have been set out by the Section 151 Officers. The Council should also seek explanations for any material variances between
years to fully understand the Statement of Accounts.

Other Reporting Issues

We have reviewed the information presented in the Annual Governance Statement for consistency with our knowledge of the Council. We have no matters to report as a result of this
work.

We have completed the procedures required by the National Audit Office (NAO) on the Whole of Government Accounts. We have no matters to report as a result of this work.

We did not receive any guestions or objections to the Council's financial statements from any member of the public following the inspection period.

Other powers and duties

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

We did not identify any issues which required us to issue a report in the public interest.
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Areas of audit focus

In our Audit Plan we identified a number of key areas of focus for our audit of the financial report of London Borough of Havering. We concluded we would disclaim the audit in each
financial year and therefore have not completed detailed audit testing on these areas but instead have reported any matters that came to light from the work we did complete.

We request that you review these and other matters set out in this report to ensure:

» There are no further considerations or matters that could impact these issues;

» You concur with the resolution of the issue; and

» There are no further significant issues you are aware of to be considered before the financial report is finalised.

There are no matters, other than those reported by Management or disclosed in this report, which we believe should be brought to the attention of Management, the Audit Committee,
or full Council.

-UControI observations
Q

‘%)uring the audit, we did not identify any significant deficiencies in internal control.

[EEN
AN

Qndependence

Further to our review of independence in Section 2 of this report we have not identified any issues to bring to your attention..
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Other matters

As required by ISA (UK&I) 260 and other ISAs specifying communication requirements, we must tell you significant findings from the audit and other matters if they are significant to
your oversight of the Council's financial reporting process. They include the following:

» Significant qualitative aspects of accounting practices including accounting policies, accounting estimates and financial statement disclosures;
» Any significant difficulties encountered during the audit;
» Any significant matters arising from the audit that were discussed with management;
» Written representations we have requested;
» Expected modifications to the audit report;
» Any other matters significant to overseeing the financial reporting process;
Q-? Findings and issues around the opening balance on initial audits (if applicable);
% Related parties;
|J—§ External confirmations;
~l Going concern;
» Consideration of laws and regulations;

» Group audit procedures.
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Summary of audit differences

We have not identified any audit differences, either adjusted or unadjusted, as part of our audit, with the exception of the following:

Multiple variances were noted between the prior year statements and current year draft statements (2022/23 and 2021/22). This is due to the 2020/21 financial
statements awaiting sign-off, with consequential flow through of the updated amendments to those accounts as part of that audit. The subsequent years financial
statements that were subject to our review were the original draft financial statements published in line with the Account & Audit Regulations.

The Council should ensure that in approving the Statement of Accounts, that all sets cast correctly, all prior year comparatives agree to the final set of prior year
Statement of Accounts, or explanations for prior year adjustments have been set out by the Section 151 Officers. The Council should also seek explanations for any
material variances between years to fully understand the Statement of Accounts.

81T abed
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. Draft Audit Report - 2021/

Our opinion on the financial statements

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH OF HAVERING COUNCIL

Disclaimer of Opinion

We were engaged to audit the financial statements of London Borough of Havering (‘the Council’) and its subsidiaries (the ‘Group’) for the year ended 31 March 2022. The financial
statements comprise the:

Council and Group Movement in Reserves Statement,

Council and Group Comprehensive Income and Expenditure Statement,

Council and Group Balance Sheet,

Council and Group Cash Flow Statement

the related notes 1 to 45,

Housing Revenue Account Income and Expenditure Statement, the Movement on the Housing Revenue Account Statement, and the related notes 1 to 5,

Collection Fund and the related notes 1 to 3.

The financial reporting framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United

U1 Kingdom 2021/22 as amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets (November 2022).

o

We do not express an opinion on the accompanying financial statements of the Group and the Council. Because of the significance of the matter described in the basis for disclaimer of
opinion section of our report, we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial statements.

T abed

Basis for disclaimer of opinion

The Accounts and Audit (Amendment) Regulations 2024 (Statutory Instrument 2024/907) which came into force on 30 September 2024 requires the accountability statements for this
financial year to be approved not later than 13" December 2024.

We completed the audit of the 2020/21 financial statements in November 2024 and issued our audit opinion on X November 2024.

The backstop date and the wider requirements of the local audit system reset, meant we did not have the required resources available to complete the detailed audit procedures that
would be needed to obtain sufficient appropriate audit evidence to issue an unmodified audit report on the 2021/22 financial statements. Therefore, we are disclaiming our opinion on
the financial statements.

Matters on which we report by exception

Notwithstanding our disclaimer of opinion on the financial statements, performed subject to the pervasive limitation described above, we have nothing to report in respect of whether the
annual governance statement is misleading or inconsistent with other information forthcoming from the audit or our knowledge of the Group and the Council.
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Our opinion on the financial statements

We report to you if:
we issue a report in the public interest under section 24 of the Local Audit and Accountability Act 2014 (as amended)
we make written recommendations to the audited body under Section 24 of the Local Audit and Accountability Act 2014 (as amended)
we make an application to the court for a declaration that an item of account is contrary to law under Section 28 of the Local Audit and Accountability Act 2014 (as amended)
we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 (as amended)
we make an application for judicial review under Section 31 of the Local Audit and
Accountability Act 2014 (as amended).

We have nothing to report in these respects.
In respect of the following, we have matters to report by exception:
Report on the Group and Authority’s proper arrangements for securing economy, efficiency and effectiveness in the use of resources

Q We report to you, if we are not satisfied that the Group and Authority has put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources for the
(D Year ended 31 March 2022.

= On the basis of our work, having regard to the Code of Audit Practice 2020 and the guidance issued by the Comptroller and Auditor General in April2021, we have identified the following
= significant weaknesses in the Group and Authority’s arrangements for the year ended 31 March 2022.

Significant weaknesses in arrangements

Our judgement on the nature of the weaknesses identified in relation to financial sustainability:

The Authority set a balanced budget for 2021/22 in February 2021 and for 2022/23 in February 2022. The Authority overspent compared to budget in both of these years due to
inflationary pressures and did not fully meet required savings plans. The continued worsening of the financial position has subsequently culminated in the Authority seeking Exceptional
Financial Support from MHCLG in February 2024.

» The evidence on which our view is based:

These circumstances have arisen because the Authority’s financial condition deteriorated during the 2021/22 financial year, and it has been exposed by the operational and financial
consequences of the Covid-19 outbreak, as well as continuing financial pressures as a result of the demands of social care in the area. In particular:

The Authority issued a balanced budget in the 2020/21 financial year but ultimately required to utilize reserves in order to achieve this

Subsequently, the Authority wrote to DLUHC (now MHCLG) setting out their precarious financial position. The Authority was seeking alternative funding options to mitigate the risk that it
would need to issue a notice under Section 114(3) of the Local Government Finance Act 1988 that it is unable to balance its 2021/2022 budget.
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The impact on London Borough of Havering:

The Authority has ultimately sought additional exceptional financial support from Government given the continued impact of the financial pressures, which would have otherwise led to
the issuance of a notice under Section 114(3).

* The action the body needs to take to address the weakness:

The Council should demonstrate transparency of the Council’s financial planning and monitoring, identifying the need for any future exceptional financial support in each future financial
years whilst maintaining the minimum level of General Fund reserves advised by the Section 151 Officer.

Specifically:

o
g » Both Members and Senior Management should take a transparent approach to discussing and addressing the challenging financial position that the Council faces with Central
(D Government.

(Hn » The Council needs to continue to identify and address the future budget gaps as part of their working with MHCLG, highlighting the need for Exceptional Financial Support, to enable
N the continued provision of core services.

* The financial impact of the additional Exceptional Financial Support costs needs to be incorporated into the Council’s Medium Term Financial Plans.

This issue is evidence of weaknesses in proper arrangements for:

o How the body plans to bridge its funding gaps and identified achievable savings; and
° How the body plans finances to support the sustainable delivery of services in accordance with strategic and statutory priorities.

Responsibility of the Chief Financial (Section 151) Officer

As explained more fully in the Statement of Responsibilities for the Statement of Accounts set out on page 11, the Chief Financial (Section 151) Officer is responsible for the preparation
of the Statement of Accounts, which includes the [Group and Council financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2021/22 as amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets (November 2022), and
for being satisfied that they give a true and fair view and for such internal control as the Chief Financial (Section 151) Officer determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Financial (Section 151) Officer is responsible for assessing the Group and the Council’s ability to continue as a going concern, disclosing,

as applicable, matters related to going concern and using the going concern basis of accounting unless the Group and the Council either intends to cease operations, or has no realistic
alternative but to do so.
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The Council is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance, and to review regularly the adequacy and effectiveness of these arrangements.

Auditor’s responsibilities for the audit of the financial statements
Our responsibility is to conduct an audit of the Group and the Council’s financial statements in accordance with International Standards on Auditing (UK) and to issue an auditor’s report.

However, because of the matter described in the basis for disclaimer of opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on these financial statements.

We are independent of the Group and the Council in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard and the Code of Audit Practice 2024 and we have fulfilled our other ethical responsibilities in accordance with these requirements.

o

g Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use of resources

@ We have undertaken our review in accordance with the Code of Audit Practice 2024, having regard to the guidance on the specified reporting criteria issued by the Comptroller and

= Auditor General in December 2021, as to whether London Borough of Havering had proper arrangements for financial sustainability, governance and improving economy, efficiency and

o effectiveness. The Comptroller and Auditor General determined these criteria as those necessary for us to consider under the Code of Audit Practice in satisfying ourselves whether
London Borough of Havering put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2022.

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we undertook such work as we considered necessary to form a view on whether, in
all significant respects, London Borough of Havering had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 (as amended) to satisfy ourselves that the Authority has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

We are not required to consider, nor have we considered, whether all aspects of the Authority’s arrangements for securing economy, efficiency and effectiveness in its use of resources
are operating effectively.

Pension Fund financial statements

On X December 2024 we issued our opinion on the Pension Fund financial statements for the year ended 31 March 2022 included within the Statement of Accounts.
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Certificate

We certify that we have completed the audit of the accounts of London Borough of Havering in accordance with the requirements of the Local Audit and Accountability Act 2014 (as
amended) and the Code of Audit Practice issued by the National Audit Office.

Use of our report

This report is made solely to the members of London Borough of Havering, as a body, in accordance with Part 5 of the Local Audit and Accountability Act 2014 (as amended) and for no
other purpose, as set out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Group and Council and the Group and Council’s members as a body, for our audit work, for
this report, or for the opinions we have formed.

£GT abed
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I
. Draft Audit Report 2022/2

Our opinion on the financial statements

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH OF HAVERING COUNCIL

Disclaimer of opinion

We were engaged to audit the financial statements of London Borough of Havering (‘the Council’) and its subsidiaries (the ‘Group’) for the year ended 31 March 2023. The financial
statements comprise the:

Council and Group Movement in Reserves Statement,

Council and Group Comprehensive Income and Expenditure Statement,

Council and Group Balance Sheet,

Council and Group Cash Flow Statement

the related notes 1 to 45 including a summary of significant accounting policies.

Housing Revenue Account Income and Expenditure Statement, the Movement on the Housing Revenue Account Statement, and the related notes 1 to 5,
Collection Fund and the related notes 1 to 3.

o
Q
(D The financial reporting framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United

= Kingdom 2022/23 as amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets (November 2022).

ol
Ul we do not express an opinion on the accompanying financial statements of the Group and the Council. Because of the significance of the matter described in the basis for disclaimer of
opinion section of our report, we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial statements.

Basis for disclaimer of opinion

The Accounts and Audit (Amendment) Regulations 2024 (Statutory Instrument 2024/907) which came into force on 30 September 2024 requires the accountability statements for this
financial year to be approved not later than 13th December 2024.

The audit of the 2021/22 financial statements for London Borough of Havering was not completed for the reasons set out in our opinion on those financial statements dated X December
2024.

As a result of the delays to the previous year’s audit together with the wider requirements of the local audit system reset, we did not have the required resources available to complete
the detailed audit procedures that would be needed to obtain sufficient appropriate audit evidence to issue an unmodified audit report on the 2022/23 financial statements before the 13"
December 2024 backstop date.

Therefore, we are disclaiming our opinion on the financial statements.

Matters on which we report by exception

Notwithstanding our disclaimer of opinion on the financial statements, performed subject to the pervasive limitation described above, we have nothing to report in respect of whether the
annual governance statement is misleading or inconsistent with other information forthcoming from the audit or our knowledge of the Group and the Council.
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L3

I Draft Audit Report - 2022/

Our opinion on the financial statements

We report to you if:

we issue a report in the public interest under section 24 of the Local Audit and Accountability Act 2014 (as amended)

we make written recommendations to the audited body under Section 24 of the Local Audit and Accountability Act 2014 (as amended)

we make an application to the court for a declaration that an item of account is contrary to law under Section 28 of the Local Audit and Accountability Act 2014 (as amended)
we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 (as amended)

we make an application for judicial review under Section 31 of the Local Audit and Accountability Act 2014 (as amended).

We have nothing to report in these respects.

In respect of the following, we have matters to report by exception:

Q-? © Report on the Group and Authority’s proper arrangements for securing economy, efficiency and effectiveness in the use of resources
«Q

(D We report to you, if we are not satisfied that the Group and Authority has put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources for the
= Year ended 31 March 2023.

ol
O) On the basis of our work, having regard to the Code of Audit Practice 2020 and the guidance issued by the Comptroller and Auditor General in April 2021, we have identified the
following significant weaknesses in the Group and Authority’s arrangements for the year ended 31 March 2023.

Significant weaknesses in arrangements

Our judgement on the nature of the weaknesses identified in relation to financial sustainability:

The Authority set a balanced budget for 2022/23in February 2022 and for 2023/24 in February 2024. The Authority overspent compared to budget in both of these years due to
inflationary pressures and did not fully meet required savings plans. The continued worsening of the financial position has subsequently culminated in the Authority seeking Exceptional
Financial Support from MHCLG in February 2024, in order to support the gap in the 2023/24 financial year.

The evidence on which our view is based:

These circumstances have arisen because the Authority’s financial condition initially deteriorated during the 2021/22 financial year, and it has been exposed by the operational and
financial consequences of the Covid-19 outbreak, as well as continuing financial pressures as a result of the demands of social care in the area. In particular:

° The Authority issued a balanced budget in the 2021/22 financial year but ultimately required to utilize reserves in order to achieve this

° Subsequently, the Authority wrote to DLUHC (now MHCLG) setting out their precarious financial position. The Authority was seeking alternative funding options to mitigate the risk
that it would need to issue a notice under Section 114(3) of the Local Government Finance Act 1988 that it is unable to balance its 2022/23 budget.
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L3

b
. Draft Audit Report - 2022/

Our opinion on the financial statements

The impact on London Borough of Havering:

The Authority has ultimately sought additional exceptional financial support from Government given the continued impact of the financial pressures, which would have otherwise led to
the issuance of a notice under Section 114(3).

* The action the body needs to take to address the weakness:

The Council should demonstrate transparency of the Council’s financial planning and monitoring, identifying the need for any future exceptional financial support in each future financial
years whilst maintaining the minimum level of General Fund reserves advised by the Section 151 Officer.

Specifically:

o Both Members and Senior Management should take a transparent approach to discussing and addressing the challenging financial position that the Council faces with Central
Government.

The Council needs to continue to identify and address the future budget gaps as part of their working with MHCLG, highlighting the need for Exceptional Financial Support, to
enable the continued provision of core services.

The financial impact of the additional Exceptional Financial Support costs needs to be incorporated into the Council’'s Medium Term Financial Plans.

LST 8bed

This issue is evidence of weaknesses in proper arrangements for:
° How the body plans to bridge its funding gaps and identified achievable savings; and
° How the body plans finances to support the sustainable delivery of services in accordance with strategic and statutory priorities.

Responsibility of the Chief Financial (Section 151) Officer

As explained more fully in the ‘Statement of the Responsibilities for the Statement of Accounts’ set out on page 20, the Chief Financial (Section 151) Officer is responsible for the
preparation of the Statement of Accounts, which includes the Group and Council financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23 as amended by the Update to the Code and Specifications for Future Codes for Infrastructure Assets (November
2022), and for being satisfied that they give a true and fair view and for such internal control as the Chief Financial (Section 151) Officer determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Financial (Section 151) Officer is responsible for assessing the Group and the Council’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting unless the Group and the Council either intends to cease operations, or has no realistic
alternative but to do so.

The Council is responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance, and to review regularly the adequacy and effectiveness of these arrangements.
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Our opinion on the financial statements

Auditor’s responsibilities for the audit of the financial statements
Our responsibility is to conduct an audit of the Group and the Council’s financial statements in accordance with International Standards on Auditing (UK) and to issue an auditor’s report.

However, because of the matter described in the basis for disclaimer of opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on these financial statements.

We are independent of the Group and the Council in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard and the Code of Audit Practice 2024 and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Scope of the review of arrangements for securing economy, efficiency and effectiveness in the use of resources

Q) We have undertaken our review in accordance with the Code of Audit Practice 2024, having regard to the guidance on the specified reporting criteria issued by the Comptroller and
Q Auditor General in January 2023, as to whether London Borough of Havering had proper arrangements for financial sustainability, governance and improving economy, efficiency and
effectiveness. The Comptroller and Auditor General determined these criteria as those necessary for us to consider under the Code of Audit Practice in satisfying ourselves whether

5 London Borough of Havering put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2023.

oo
We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we undertook such work as we considered necessary to form a view on whether, in
all significant respects, London Borough of Havering had put in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 (as amended) to satisfy ourselves that the Authority has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

We are not required to consider, nor have we considered, whether all aspects of the Authority’s arrangements for securing economy, efficiency and effectiveness in its use of resources
are operating effectively.

Pension Fund financial statements

On X December 2024 we issued our opinion on the Pension Fund financial statements for the year ended 31 March 2023 included within the Statement of Accounts.
Certificate

We certify that we have completed the audit of the accounts of London Borough of Havering in accordance with the requirements of the Local Audit and Accountability Act 2014 (as
amended) and the Code of Audit Practice issued by the National Audit Office.

Use of our report

This report is made solely to the members of London Borough of Havering, as a body, in accordance with Part 5 of the Local Audit and Accountability Act 2014 (as amended) and for no
other purpose, as set out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Group and Council and the Group and Council’'s members as a body, for our audit work, for
this report, or for the opinions we have formed.
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VFM = EXecutive Summary

Purpose

Auditors are required to be satisfied that the Council has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. We
do not issue a ‘conclusion’ or ‘opinion’, but where significant weaknesses are identified we will report by exception in the auditor's opinion on the financial
statements. In addition, auditor’s provide an annual commentary on arrangements, which we have done within our Interim VFM Arrangements Report - 24
September 2024. In doing so, we comply with the requirements of the 2020 Code of Audit Practice (the Code) and Auditor Guidance Note 3 (AGN 03).

The purpose of this commentary is to explain the work we have undertaken in respect of the period 1 April 2021 to 31 March 2023 and highlight any significant
weaknesses identified along with recommendations for improvement. The commentary covers our findings for audit years 2021/22 and 2022/23.

The Department for Levelling Up, Housing and Communities (DLUHC) as it was at the time, worked collaboratively with the Financial Reporting Council (FRC), as
incoming shadow system leader, and other system partners, to develop measures to address the delay in local audit. As part of the NAO consultation issued on 8
- ebruary 2024, there is a proposal to reduce the scope of the VFM reporting up to and including the 2022/23 financial year. However, the consultation stated that
Qwhere auditors had beqgun or already undertaken work that no longer falls under the reduced scope (if agreed once the consultation closes), they may still report on
Q¢ in accordance with Schedule 4. We are continuing to report Value for Money (VFM) in line with our full responsibilities as set out in the 2020 Code to ensure a
smooth transition to the 2023/24 audit year when auditors are required to meet the full Code reporting responsibilities.

o
OThe report sets out the following areas which have been assessed up to the point of issuing this report:
* Any identified risks of significant weakness, having regard to the three specified reporting criteria;

* An explanation of the planned responsive audit procedures to the significant risks identified;

» Findings to date from our planned procedures; and
The detailed arrangements and processes underpinning the reporting criteria were reported within our Interim VFM Arrangements Report - 24 September 2024.
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Executive Summary (continued)

Risks of Significant Weakness

In undertaking our procedures to understand the body’s arrangements against the specified reporting criteria, we identify whether there are risks of significant
weakness which require us to complete additional risk-based procedures. AGN 03 sets out considerations for auditors in completing and documenting their work and
includes consideration of:

» our cumulative audit knowledge and experience as your auditor;

» reports from internal audit which may provide an indication of arrangements that are not operating effectively;

» our review of Council committee reports;

» information from external sources; and

» evaluation of associated documentation through our regular engagement with Council management and the finance team.

Ve completed our risk assessment procedures and as a result, we identified a significant risk of weakness related to Financial Sustainability. This risk impacts both
&01/22 and 2022/23 audit years. We set out our planned response to address this risk in the table below.

@
(';Description of risk identified Audit Year Impacted Work planned to address the risk of significant weakness
Fcriteria: Financial Sustainability 2021/22 1. Review of Council's Medium-Term Financial Strategy 2021/22 to 2023/24 and approach to

savings plans, linked to Exceptional Financial Support granted in 2023/24
Review of the Outturn reports for both 2021/22 and 2022/23
Review of Council's Medium-Term Financial Strategy 2022/23 to 2024/25

We have identified a risk around 2022/23
the Council's budget setting

and budget monitoring

processes as a result of

identified overspends in each of

the 2021/22, 2022/23

financial years and in relation

to the 2023/24 budget (as this

was set in the 2022/23

financial year).

Review the Council's approach to budget setting, linked to the Medium-Term Financial Strategy

oA W

Review the Council's approach to in-year budget monitoring.
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Executive Summary (continued)

Reporting

Our commentary for 2021/22 and 2022/23 is set out over pages 39 to 42. The commentary on these pages summarises our understanding of the arrangements at
the Council based on our evaluation of the evidence obtained in relation to the three reporting criteria (see table below) throughout 2021/22 and 2022/23. We
include within the VFM commentary below the associated recommendations we have reported to the Council.

The detailed arrangements and processes underpinning the reporting criteria were reported within our Interim VFM Arrangements Report - 24 September 2024.
These were reported in our 2021/22 Auditor's Annual Report and have been updated for 2022/23.

In accordance with the NAQ's 2020 Code, we are required to report a commentary against the three specified reporting criteria. The table below sets out the three
reporting criteria, whether we identified a risk of significant weakness as part of our planning procedures, and whether, at the time of this report, we have
concluded that there is a significant weakness in the body's arrangements.

o
m . ope .
L%Re SR e @ e Risks of significant weaknesses in Actual significant weaknesses in
N P 9 arrangements identified? arrangements identified?
%Financial sustainability: How the Council plans and manages its resources to ensure One significant risk identified Significant weaknesses identified
it can continue to deliver its services - as per page 31. for both 2021/22 and 2022/23.
Governance: How the Council ensures that it makes informed decisions and No significant risks identified. No significant risks identified.
properly manages its risks
Improving economy, efficiency and effectiveness: How the Council uses No significant risks identified. No significant risks identified.

information about its costs and performance to improve the way it manages and
delivers its services

As a result, we have matters to report by exception within our Audit Report.
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Value for Money Commentary

Financial Sustainability: How the Council plans and manages its resources to ensure it can continue to deliver its services

One significant weaknesses identified ®

The Council is required to have arrangements in place to ensure proper resource management and the primary responsibility for these arrangements and reporting on the design
and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAO's Code of Audit Practice, the focus of our work
should be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment identified one risk
of significant weakness in arrangements in respect of securing financial sustainability.

The Council set balanced budgets in the 2021/22 and 2022/23 financial year but have also reflected on the challenges in doing so and the significant budget gaps in future
periods, given the continuing demand led pressures facing the Council in the key service areas of Adult and Children's social care. These budgets have also been produced in the
context of the global pandemic, inflationary pressures, a cost-of-living crisis and economic uncertainty, all of which has been felt by the Council and residents alike.

The Council's established planned savings targets for each financial year and achieved savings were as follows:
« 2021/22 budget included savings proposals of £17.133 million, of which £11.855 million were achieved with £5.278 million being undelivered; and
. 2(3?2/23 budget included savings proposals of £13.028 million, of which £11.371 million were achieved with £1.657 million was undelivered.

The%al outturn position were:

. Ir]_3021/22 there was a £7.994 million overspend on the Council’s revenue budget. This overspend led to the additional use of reserves to fund the additional cost pressures
ai@non-delivery of the identified saving requirement.

« 1If¥022/23 there was a £7.788 million overspend on the Council’s revenue budget. This overspend led to the additional use of reserves to fund the additional cost pressures
and non-delivery of the identified saving requirement.

Social Care demand pressures in both Adult and Childrens services and the associated significant rising cost of that care together with inflationary pressures in those service
areas have been a key driver in the total overspend across both these financial years. Whilst the Council did budget for increasing costs, these assumptions did not fully
recognise the pressure that these areas would come under due to the changing demographic and the inflationary pressure experienced in these financial years. These
overspends were managed throughout the financial year, mitigating to some extent the earlier in-year budget projections of a higher year-end overspend.

As a result of these overspends and the need to call upon reserves, reserve balance have fallen significantly during this period. Earmarked Reserve balances have fallen from
£78.8 million at the start of the 2021/22 financial year to £49.834 million at the end of the 2022/23 financial year. The General Fund balance has fallen from £10.9 million to
£8.2 million in the same period. The Council have continued to hold the General Fund Reserve above the minimum level set by the Section 151 Officer, however planned
contributions to the General Fund have not been achieved due to the cost pressures experienced across the two financial years.

The Medium Term Financial Strategy (MTFS) for each financial year has been developed and updated by Officers, being cognisant of the financial challenges facing the Council.
The overspends incurred are due to a combination of factors, significant pressures in respect of Social Care have had a significant impact on future budgeting, as well as the
impacts of the pandemic on savings achievements. The final MTFS for 2022/23 was approved by Full Council in March 2022. This set a balanced budget for the 2022/23
financial year but demonstrated the significant gap going forward (£26.4 million as part of the 4-year plan to 2025/26), whilst also needing to achieve savings of £27.7 million
during the same period.
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Value for Money Commentary

Financial Sustainability: How the Council plans and manages its resources to ensure it can continue to deliver its services

One significant weaknesses identified ®

The 2023/24 Medium Term Financial Strategy (MTFS) was approved at Full Council in February 2023. The papers for that meeting reflect on the significant challenges
experienced during the budget process for that year, based on increasing costs driven by demographic pressures locally, as well as macroeconomics. Ultimately a balanced
budget was set based on a maximal 4.99% increase to Council Tax, savings proposals of £9.626 million and through additional Government Settlement Funding.

During the 2023/24 year the financial pressures increased, as demand pressures for Adult and Children’s and the associated increases in costs for that demand escalated
beyond plan. As a result of the significant challenges facing the Council during 2023/24, it sought Exceptional Financial Support from the Government, through a capitalisation
direction for £53.7 million (£21.2 million for 2023/24 and £32.5 million for 2024/25, which was granted in February 2024.

Whilgfysavings plans have been identified to deliver the required £9.626 million of savings in 2023/24, there is still significant challenge for the Council in both setting, and
achi%ing, a balanced budget for future financial years without calling for further exceptional financial support from Central Government.

Con ion: Based on the work performed, we have identified a significant weakness in the arrangements will be reported by exception in relation to the robustness of the
bud setting process which ultimately has led to the extent of overspends incurred in 2021/22, 2022/23 and 2023/24 (for which the budget was set in the 2022/23
financial year). The Council did not have proper arrangements in place during this period to plan and manage its resources to ensure it can continue to deliver its services
without the need for exceptional governmental support in 2023/24.

Recommendation: We recommend that Management continue to demonstrate transparency of the Council’s financial planning and monitoring, identify early the need for
any future exceptional financial support in each future financial year whilst maintaining the minimum level of General Fund reserves indicated by the Section 151 Officer.

Specifically:

* Both Members and Senior Management should continue take the transparent approach to discussing and addressing the challenging financial position that the Council faces
with Central Government.

* The Council needs to continue to identify and address the future budget gaps as part of their working with MHCLG, highlighting the need for Exceptional Financial Support, to
enable the continued provision of core services.

* The financial impact of the additional Exceptional Financial Support costs needs to be incorporated into the Council’'s Medium Term Financial Plans.
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Value for Money Commentary (continued)

Governance: How the Council ensures that it makes informed decisions and properly manages its risks

No significant weaknesses identified ®

The Council is required to have arrangements in place to ensure economy, efficiency and effectiveness, and the responsibility for these arrangements and reporting on the
design and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAQO's Code, the focus of our work should
be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment did not identify any risk
of significant weakness in arrangements in respect to Governance.

During 2021/22 and early 2022/23, several Cabinet meetings were cancelled due to the Covid pandemic. However, Cabinet did meet to discuss updates to the Medium-Term
Financial Strategy in October 2021, which set out how increased demand had impacted the position in that financial year, as well as the pressure on balancing the 2022/23
budget. Further financial reviews were taken to Cabinet in the latter half of 2022/23, and regular Budget Monitoring Reports resumed as Cabinet meetings recommenced.
Throughout the period, given the prioritisation of Covid response as well as the need to rearrange meetings, Cabinet have received updates on financial performance, and the
outta@n reports for each year show that action was taken throughout the year to take necessary steps towards minimising in year overspend pressures. Whilst ultimately there
wasg@y overspend in each year, these were less than forecast at various points in the year. The s151 Officer continued to monitor the budget monthly throughout this period,
and%here overruns have arisen, steps were taken to look to address these and ensure overspends do not continue to grow.

Locgglections were held on 5 May 2022 to elect Council members, with new election boundaries increasing the total number of councillors to 55. As a result of these local
elec@ns, the Council ended in a state of no overall control, and an agreement was reached between the Havering Residents Association (HRA) and Labour to form a coalition,
with the leader of the HRA becoming the Leader of the Council, replacing the previous Conversative leadership of the Council.

Internal Audit concluded that they had obtained ‘reasonable assurance’ in both financial years, that there is generally a sound system of internal control across the Council.
The Council considers the findings of Internal Audit for future actions, which has for example led to amendments to the procurement, to follow best practice governance
arrangements. The Audit Committee met reqgularly throughout both financial years, receiving key reports such as those from Internal Audit and the Corporate Risk Register
and ensuring that there were appropriate processes for the relevant directorates to keep these registers updated.

The Council published their draft financial statements for both 2021/22 and 2022/23 on a timely basis, in line with the Audit and Accounts Regulations, and advertised and
held an inspection period for members of the public in line with these regulations. Therefore, appropriate arrangements for financial reporting were in place during this
period.

Conclusion: Based on the work performed, we have not identified any risks of significant weakness in the arrangements of the Council to make informed decisions and
properly manage its risks.
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Value for Money Commentary (continued)

Improving economy, efficiency and effectiveness: How the Council uses information about its costs and
performance to improve the way it manages and delivers its services

No significant weaknesses identified ®

The Council is required to have arrangements in place to ensure economy, efficiency and effectiveness, and the responsibility for these arrangements and reporting on the
design and operation of these arrangements via the annual governance statement, rests with management. In accordance with the NAO's Code, the focus of our work should
be on the arrangements that the Council is expected to have in place during the years ended 31 March 2022 and 31 March 2023. Our risk assessment did not identify any risk
of significant weakness in arrangements in respect to Improving economy, efficiency and effectiveness.

The Leadership Team reviews the financial and performance information of the Council monthly. Benchmarking reports are completed internally and externally and included
perigdically as a line of enquiry to identify where improvements can be made to operational performance or financial performance. Through this work performance indicators
for yosequent years are developed and enhanced to continually improve.

«Q
The®ouncil have been transparent in acknowledging the increasing difficulties in setting a balanced budget each financial year, which have formed part of the discussions at
Fulll&duncil on budget setting, and the subsequent warnings (in 2023/24) from the Council Leader and Director of Resources & Section 151 Officer on the worsening financial
pos@n, which has ultimately led to Exceptional Financial Support. Budget monitoring reports were evaluated throughout the years to determine areas where overspends are
occurring and how these can be addressed in year and future years to reduce these.

During 2021/22, the Council was subject to Ofsted inspection which set out the challenging context of the financial year linked to Covid and the impact this had on the local
community. This also set out that some of the pandemic impacts were mitigated by strong, timely corporate and political support, and reflects positively on the Council’s
awareness of the impact. Identified improvement areas have been recognised by the Council, and an action plan has been implemented which is being actively monitored.
These findings are considered by the Council to consider how improvements can be delivered in future years.

The Council continued their close working with subsidiary and joint venture organisations and the governance of these is managed through specific Committees, as well as
general oversight through Cabinet and other meetings. The Council have worked closely with London Borough of Newham & London Borough of Bexley under the ‘oneSource’
arrangement, however the need for bespoke and unique services for each Council has meant that the scope of this arrangement has reduced with the Council taking certain
shared services back in-house.

Conclusion: Based on the work performed, we have not identified any risks of significant weakness in the arrangements of the Council to use information about its costs
and performance to improve the way it manages and delivers its services.
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'Appendix A - Management representation letter

Management representation letter

This is the draft management letter template which Management will tailor and send back signed and dated prior to the opinion being issued.

Management Rep Letter ®

[To be prepared on the entity’s letterhead] [Date] A. Financial Statements and Financial Records
1. We have fulfilled our responsibilities, under the relevant statutory
Ernst & Young authorities, for the preparation of the financial statements in accordance
with, for the [Group and the parent] Authority, the Accounts and Audit
8 This letter of representations is provided connection with your audit of the Regulations 2015 and the CIPFA LASAAC Code of Practice on Local

(D [consolidated and parent] Authority financial statements of [name of entity] (“the Authority Accounting in the United Kingdom 20xx/xx (as amended by the

= [Group and] authority”) for the year ended [balance sheet date]. We recognise Update to the Code and Specifications for Future Codes for Infrastructure

O)that obtaining representations from us concerning the information contained in Assets (November 2022)].

Othis letter is a significant procedure in enabling you to form an opinion as to 2. We acknowledge, as members of management of the [Group and]
whether the consolidated and parent Authority financial statements give a true authority, our responsibility for the fair presentation of the consolidated
and fair view of (or ‘present fairly, in all material respects,’) the [Group and] and parent Authority financial statements. We believe the [consolidated
authority financial position of [name of entity] as of [balance sheet date] and of and parent] Authority financial statements referred to above give a true
its financial performance (or operations) and its cash flows for the year then and fair view of the financial position, financial performance (or results of
ended in accordance with, for the [Group and] the Authority, CIPFA LASAAC operations) and cash flows of the [Group and parent] Authority in
Code of Practice on Local Authority Accounting in the United Kingdom 20xx/xx accordance with the CIPFA LASAAC Code of Practice on Local Authority
(as amended by the Update to the Code and Specifications for Future Codes Accounting in the United Kingdom 20xx/xx (as amended by the Update to
for Infrastructure Assets (November 2022). the Code and Specifications for Future Codes for Infrastructure Assets

(November 2022), and are free of material misstatements, including
We understand that the purpose of your audit of our [consolidated and parent] omissions. We have approved the financial statements.
Authority financial statements is to express an opinion thereon and that your 3. The significant accounting policies adopted in the preparation of the
audit was conducted in accordance with International Standards on Auditing [Group and] authority financial statements are appropriately described in
(UK), which involves an examination of the accounting system, internal control the [Group and] authority financial statements.
and related data to the extent you considered necessary in the circumstances, 4, As members of management of the [Group and] authority, we believe that

and is not designed to identify - nor necessarily be expected to disclose - all
fraud, shortages, errors and other irregularities, should any exist. Accordingly,
we make the following representations, which are true to the best of our
knowledge and belief, having made such inquiries as we considered necessary
for the purpose of appropriately informing ourselves:
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the [Group and] authority have a system of internal controls adequate to
enable the preparation of accurate financial statements in accordance
with [[applicable financial reporting framework] for the Group and]
[applicable financial reporting framework] for the Authority that are free
from material misstatement, whether due to fraud or error.
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[When there are unadjusted audit differences in the current year] We
believe that the effects of any unadjusted audit differences, summarised in
the accompanying schedule, accumulated by you during the current audit
and pertaining to the latest period presented are immaterial, both
individually and in the aggregate, to the consolidated and parent Authority
financial statements taken as a whole. We have not corrected these
differences because [specify reasons for not correcting misstatement].
[When the comparative figures have been restated] The comparative
amounts have been restated to reflect the below matter(s) and appropriate
note disclosure of this (these) restatement(s) has (have) also been included
in the current year's consolidated and parent Authority financial statements.
[Add a paragraph providing a brief description of each matter giving rise to
a restatement and the amount(s) concerned.] There have been no
significant errors or misstatements, or changes in accounting policies, other
than the matters described above, that would require a restatement of the
comparative amounts in the current year’s consolidated and parent
Authority financial statements. Other differences in the amounts shown as
comparative amounts from the amounts in the consolidated and parent
Authority financial statements for the year ended [date] are solely the result
of reclassifications for comparative purposes.

We confirm the [Group and] authority does not have securities (debt or
equity) listed on a recognized exchange.

We have confirmed to you any changes in service organizations within the
[Group and] authority since the last audited financial year.
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This is the draft management letter template which Management will tailor and send back signed and dated prior to the opinion being issued.

Non-compliance with laws and regulations, including fraud

We acknowledge that we are responsible to determine that the [Group and]
authority’s business activities are conducted in accordance with laws and
regulations and that we are responsible to identify and address any non-
compliance with applicable laws or regulations, including fraud.

We acknowledge that we are responsible for the design, implementation and
maintenance of a system of internal control to prevent and detect fraud and
that we believe we have appropriately fulfilled those responsibilities.

We have disclosed to you the results of our assessment of the risk that the
[consolidated and parent] Authority financial statements may be materially
misstated as a result of fraud.

[When management is aware of the occurrence of nhon-compliance with laws
or regulations, or has received allegations of non-compliance with laws and
regulations.] We have disclosed to you, and provided you full access to
information and any internal investigations relating to, all instances of
identified or suspected non-compliance with laws and regulations, including
fraud, known to us that may have affected the [Group or] Authority
(regardless of the source or form and including, without limitation, allegations
by “whistle-blowers”), including non-compliance matters:

Involving financial improprieties

Related to laws or regulations that have a direct effect on the determination
of material amounts and disclosures in the [consolidated and parent]
Authority financial statements

Related to laws or regulations that have an indirect effect on amounts and
disclosures in the [consolidated and parent] Authority financial statements,
but compliance with which may be fundamental to the operations of the
[Group and] authority’s business, its ability to continue in business, or to
avoid material penalties
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This is the draft management letter template which Management will tailor and send back signed and dated prior to the opinion being issued.

Management Rep Letter ®

° Involving management, or employees who have significant roles in
internal control, or others

° In relation to any allegations of fraud, suspected fraud or other non-
compliance with laws and regulations communicated by employees,
former employees, analysts, regulators or others.

C. Information Provided and Completeness of Information and

Transactions

1. We have provided you with:

° Access to all information of which we are aware that is relevant to the
preparation of the financial statements such as records, documentation
and other matters;

° Additional information that you have requested from us for the purpose of
the audit; and

° Unrestricted access to persons within the entity from whom you
determined it necessary to obtain audit evidence.

2. All material transactions have been recorded in the accounting records
and are reflected in the [consolidated and parent] Authority financial
statements.

& We have made available to you all minutes of the meetings of
shareholders, directors and committees of directors (or summaries of
actions of recent meetings for which minutes have not yet been prepared)

held through the [period] to the most recent meeting on the following date:

[list date].
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4.

We confirm the completeness of information provided regarding the
identification of related parties. We have disclosed to you the identity of the
[Group and] authority’s related parties and all related party relationships and
transactions of which we are aware, including sales, purchases, loans,
transfers of assets, liabilities and services, leasing arrangements, guarantees,
non-monetary transactions and transactions for no consideration for the period
ended, as well as related balances due to or from such parties at the [period]
end. These transactions have been appropriately accounted for and disclosed
in the [consolidated and parent] Authority financial statements.

We believe that the methods, significant assumptions and the data we used
in making accounting estimates and related disclosures are appropriate and
consistently applied to achieve recognition, measurement and disclosure that is
in accordance with [applicable financial reporting framework].

We have disclosed to you, and the [Group and] authority has complied with,
all aspects of contractual agreements that could have a material effect on the
[consolidated and parent] Authority financial statements in the event of non-
compliance, including all covenants, conditions or other requirements of all
outstanding debt.

From the date of our last management representation letter through the date
of this letter we have disclosed to you, to the extent that we are aware, any (1)
unauthorized access to our information technology systems that either
occurred or is reasonably likely to have occurred, including of reports submitted
to us by third parties (including regulatory agencies, law enforcement agencies
and security consultants), to the extent that such unauthorized access to our
information technology systems is reasonably likely to have a material effect on
the [consolidated and parent] Authority financial statements, in each case or in
the aggregate, and (2) ransomware attacks when we paid or are contemplating
paying a ransom, regardless of the amount.
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We have disclosed to you, and provided you full access to information and
any internal investigations relating to, unauthorized access to our
information technology systems that has a material effect on the
[consolidated and parent] Authority financial statements, including
disclosures.

Liabilities and Contingencies

All liabilities and contingencies, including those associated with
guarantees, whether written or oral, have been disclosed to you and are
appropriately reflected in the [consolidated and parent] Authority financial
statements.

We have informed you of all outstanding and possible litigation and
claims, whether or not they have been discussed with legal counsel.
We have recorded and/or disclosed, as appropriate, all liabilities related
to litigation and claims, both actual and contingent, and have disclosed in
Note [X] to the consolidated and parent Authority financial statements all
guarantees that we have given to third parties.
Going Concern
Note [X] to the consolidated and parent Authority financial statements
discloses all the matters of which we are aware that are relevant to the
Group and authority’s ability to continue as a going concern, including
significant conditions and events, our plans for future action, and the
feasibility of those plans.
Subsequent Events
Other than the events described in Note [X] to the [consolidated and
parent] Authority financial statements, there have been no events
subsequent to period end which require adjustment of or disclosure in the
consolidated and parent Authority financial statements or notes thereto.
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()

Other information

We acknowledge our responsibility for the preparation of the other
information. The other information comprises the information contained
within the Narrative Statement and also the Annual Governance
Statement.

We confirm that the content contained within the other information is
consistent with the financial statements.

Climate-related matters

We confirm that to the best of our knowledge all information that is
relevant to the recognition, measurement, presentation and disclosure of
climate-related matters has been considered and the [Group and]
authority have reflected these in the consolidated and parent financial
statements.

Yours faithfully,

(Chief Financial Officer/Finance Director)

(Chairman of the Audit Committee)
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Appendix B — Fees

The duty to prescribe fees is a statutory function delegated to
Public Sector Audit Appointments Ltd (PSAA) by the Secretary of
State for Housing, Communities and Local Government.

This is defined as the fee required by auditors to meet statutory
responsibilities under the Local Audit and Accountability Act
2014 in accordance with the requirements of the Code of Audit
Practice and supporting guidance published by the National Audit
Office, the financial reporting requirements set out in the Code of
Practice on Local Authority Accounting published by
CIPFA/LASAAC, and the professional standards applicable to
auditors’ work.

- breakdown of our fees is shown in the table to the right.

‘%he original fees for these years were based on the following
(Massumptions:

I:'I Officers meeting the agreed timetable of deliverables;

N Our accounts opinion and value for money conclusion being
unqualified;

» Appropriate quality of documentation is provided by the
Council; and

» The Council has an effective control environment

» The Council complies with PSAA's Statement of
Responsibilities of auditors and audited bodies. See
https://www.psaa.co.UK/managing-audit-quality/statement-
of-responsibilities-of-auditors-and-audited-bodies/statement-
of-responsibilities-of-auditors-and-audited-bodies-from-2023-
24-audits/. In particular the Council should have regard to
paragraphs 26 - 28 of the Statement of Responsibilities which
clearly sets out what is expected of audited bodies in
preparing their financial statements. These are set out in full
on the previous page.

» Note 1 - Due to the reset enacted through Statutory
Instrument (2024) No. 907 - The Accounts and Audit
(Amendment) Regulations 2024, the ab