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INTRODUCTION

Background
This report provides the Audit and Standards Committee with an outline of our proposed work and progress to date for 2018/19. Our audit objectives are set out below.

Audit of the financial statements
o to be satisfied that the accounts present a true and fair view; and
o to be satisfied that proper practices have been observed in the preparation of the accounts.

Value for money arrangements
e to be satisfied that the organisation has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources

Reporting

e issue an audit plan that sets out how we intend to carry out our duties;

o report the findings of the audit to those charged with governance;

e to express an opinion on the accounts;

e express a conclusion on the Council’s arrangements to secure economy, efficiency and effectiveness in the use of resources; and
o to certify the completion of the audit.

Sampling and materiality

In some areas of the audit our process involves selecting samples to test, using a statistical methodology. If errors are identified in the initial sample, we consider the
nature of the error and, where appropriate, select an extended sample for testing to assist with quantification of the misstatement. In some cases we use the results of
the sample testing to calculate an error rate which is used to estimate the level of misstatement in the population as a whole and this is reported as an extrapolated
misstatement, alongside any factual misstatements identified.

Our consideration of misstatements focuses on their nature and value both individually and cumulatively. In our Audit Plan we set out the materiality levels being
applied in this way and have since recalculated them using the draft financial statements provided for audit.

Our materiality level is £11m, misstatements identified that are individually above this level are reported as material misstatements. Our clearly triviality threshold is
£220,000, misstatements identified that are below this level are not reported. Misstatements that are between the clearly trivial and material levels are reported as
non-trivial. In accordance with auditing standards, we request that the Council correct all non-trivial and material misstatements identified and we report to the Audit
and Standards Committee all such misstatements, and whether or not they have been corrected, within our Audit Completion Report at the conclusion of the audit.
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SUMMARY

Updated risk assessment

Since issuing our 2018/19 Audit Plan in December 2018, and receiving the Council’s draft Statement of Accounts in June 2019, we have updated our planning risk
assessment. Our final risk assessment included the following additions to the audit risks reported in the original Audit Plan, the majority of which arose from our
comparison of the current year to the prior year accounts where significant movements could not be explained by management:

e Significant risk of material misstatement in respect of:

o

O
O
@)

classification of transactions between the Council and its subsidiaries

existence and accuracy of short term creditors

existence and accuracy of short term debtors

accounting treatment of the pension liabilities of staff transferred to the Council’s subsidiaries

e Risk of material misstatement in respect of:

o

o

o

o

o

accounting treatment of prepayments to the pension fund
existence and accuracy of schools income and expenditure
classification of investments between long and short term

opening cash balances
re-statement of the Comprehensive Income and Expenditure Account to reflect changes in the Council’s management accounting structure.

Our audit response to these risks is set out in the Audit Progress section of this report.

Internal control

Auditing standards require that we report to those charged with governance any significant deficiencies in internal control identified during the audit, in writing, as soon
as is practicably possible. Our continuing audit of the draft statement of accounts has identified a significant number of misstatements of the figures contained within
them (84 numerical misstatements to date), some materially so. Whilst we are not yet in a position to confirm the net impact of the misstatements on the cost of
services reported by the Council, the existence of material misstatements, and the overall number of misstatements identified, led us to conclude that the Council’s
processes and controls for ensuring a materially accurate draft statement of accounts is produced, were not effective. We consider this a significant deficiency in
internal control and reported this matter in a letter to the Chair of the Audit and Standards Committee on 22 October 2019. A copy of the letter is attached to this

report as appendix .



Progress to date and misstatements identified

We continue to work with the finance team on finalising the impact of the _
audit findings to date, and working toward the Council producing a final set A SO

of financial statements that are materially accurate. The latest position
regarding misstatements is detailed in appendix Il but the final position
cannot be confirmed until all our audit work is concluded, in particular the
necessary Partner and quality reviewer processes have been concluded and
cleared. In addition, the Audit and Standards Committee will also need the
opportunity to review the findings and comment on the final version of the
financial statements.

Significant number of material issues / errors identified.

RED

GREEN  AMBER

One material error identified and / or significant number of
minor above trivial issues identified.

We appreciate the co-operation and assistance provided to facilitate the

audit so far. No issues identified

We have completed a significant amount of work in the significant risk areas and this is summarised in the following section along with a ‘RAG’ assessment.

Due to the number of errors identified (84 numerical errors to date) we have also had to perform a significant amount of additional testing to either quantify
;? misstatements or gain assurance of the material accuracy of the balances in the draft financial statements. This includes 9 prior period adjustments agreed with
‘g Management as requiring correction and a further 8 potential prior period adjustments which are under discussion at the time of writing. The prior period adjustments
A relate to areas such as PPE, investments, creditors, debtors and grants.

The resulting additional work is the cause of re-scheduling Partner and Quality Reviewer reviews to later dates.

To date our work has not identified any issues which would result in a qualification of the audit opinion, assuming that material and non-trivial misstatements already
reported are corrected in the final version of the statement of accounts to the extent that any uncorrected misstatement are not individually or cumulatively material
to the financial statements and considered to be appropriate. However, we will conclude on this matter once the audit is complete, at which time we will also issue our
Audit Completion Report to those charged with governance.

Fees

The significant amount of additional work that has been necessary as a result of the audit risk profile of the Council, the volume and nature of misstatements identified,
the technical issues presented by some of the Council’s arrangements (in particular with respect to group accounting) and the increased level of senior team input required
as a result, has a fee implication. We will discuss this with the Deputy Chief Executive, the Council’s Section 151 Officer, once the audit is concluded. Any proposed
additional audit fees will also be subject to approval by Public Sector Audit Appointments Limited. Final fees will be reported to the Audit and Standards Committee in
due course.



AUDIT PROGRESS 2018/19

AUDIT AREA PROGRESS ASSESSMENT OF
MISSTATEMENTS

FINANCIAL STATEMENTS (Significant risks identified in audit plan)

Management We have completed a significant amount of work in this area including:
override of e sample testing of journals;
controls P got] ’
e review of accounting estimates for bias; and
e rationale for any significant business transactions.
We have identified a number of errors in relation to accounting estimates (i.e. accruals and prepayments) from the
work completed to date, however there is no indication that these are as a result of any management bias.
Revenue and We have completed a significant amount of work in this area including:
expenditure

e sample testing grants to confirm they have been correctly included within the financial statements and
have met grant conditions where applicable;

recognition

e sample testing rental income to ensure the income has been recorded within the correct period;
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e sample testing expenditure to confirm the transactions have been recorded within the correct period; and

e all expected transactions have been recognised.

To date we have identified a significant number of errors in relation to the above, including potential material
amendments in relation to grant income.

We have also identified non trivial errors in relation to income not being included in the correct period.

Non-current asset We have completed a significant amount of work in this area including:

valuations L - . -
e reviewing the instructions provided to the valuer;

e reviewing the assumptions used;

e reviewing the accounting treatment and how the draft financial statements have been updated to reflect
valuation changes;

To date we have identified a number of errors including one material error and a number of non-trivial errors in
relation to the work completed in this area. This has been detailed in the misstatements below.

Our work in this area is complete, subject to Partner level reviews.



9 abed

Group accounts

Pension liability
assumption

Expenditure cut-
off

As part of our work we:
e had discussions with the Council to understand the approach they had taken to consolidate the accounts;
e reviewed the Council’s consideration of IFRS 10 and 12; and
e performed audit testing of the consolidated balances on the draft financial statements.

Our work has identified a number of errors which has resulted in the Council reviewing and re-issuing their group
accounts for audit.

As part of our work we have:

e agreed the information provided to the actuary;

e assessed the consultancy actuary report; and

e tested the controls over the accuracy and completeness of information provided to the actuary.
We have not identified any significant issues in this area.

Our work in this area is complete, subject to Partner level reviews.

Our testing of expenditure to confirm it has been accounted for in the correct period has identified two errors.
These are not material.

New significant risks in relation to audit works

Creditors

Debtors

Our initial analytical review identified a material reduction in short term creditors. Further investigation identified
that one of the reasons was due to a significant error within the prior year figure where purchase orders were not
matched correctly to invoices. This and the issues noted below have led to the material accuracy of creditors being
a significant audit risk for 2018/19.

Our work has identified a significant number of non-material (above trivial) errors which has resulted in the Council
completing a review of their creditor balances and updated working papers provided for audit.

To date we have identified a significant number of errors which has resulted in additional audit testing. All errors
have been included in the misstatements section below.

Our work has identified a significant number of non-material (above trivial) errors which has resulted in the Council
completing a review of their debtor balances and updated working papers provided for audit. In total this has
resulted in a material change to the debtors figure.

To date we have identified a significant number of errors which has resulted in additional audit testing to be
completed. All errors have been included in the misstatements section below.

@
&)
@
(=)
(=)



Misclassification Our work on reviewing the coding of transactions between the Council and the various entities it has an interest in
between entities  has not identified any significant issues. Our work in this area included:

« Liaising with the outgoing auditor of Be First and reviewing their audit file to understand the issue they
identified;

» Review of the Council's paper demonstrating that it was able to identify all miscoded transactions in
2017/18 and that it has mitigated the risk of this error repeating in 2018/19; and

» Reviewed and tested the operating effectiveness of controls in place to prevent this issue from occurring
and considered the implications on our audit strategy if these controls were not effectively designed or
operating.

Our work in this area is complete, subject to Partner level reviews.
Other areas to note (Risk of material misstatements)

PPE - other areas  Our work has identified a number of errors which has resulted in additional sample testing to confirm the accuracy
of the balance in the draft financial statements. These include:

e additions;
e Asset under construction; and

e  Community assets.
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To date we have identified two potential material errors and a small number of non-trivial errors. These have been
detailed in the misstatements section below.

Consideration of Our work has not identified any significant issues in relation to related party transactions. Our work in this area
related party included:

transactions « Gaining an understanding of the related party transactions identification procedures in place;
e The review of relevant information concerning any such identified transactions;

« Review of senior management declarations to ensure there are no potential related party transactions
which have not been disclosed;

o Companies House searches for any potential undisclosed interests; and
e Review of supplier’s lists and expenditure items selected in our testing.

Our work in this area is complete, and subject to Partner review.

New accounting Two new accounting standards apply for the 2018/19 accounts, these are IFRS 9 Financial Instruments and IFRS 15
standards Revenue from Contracts with Customers.

We are currently reviewing the Council’s consideration of what the impact of these standards will be on their
accounts.
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Allowance for
non-collection of
receivables

Componentisation
of Council
Dwellings

Overall
information
provided
including
consistency and
quality of
working papers

We reviewed the provision model for significant income streams and assessed debtor balances to confirm whether it
appropriately reflected historical collection rates by age of debt or arrears.
We identified one non-material error in relation to the work completed.

Our work in this area is complete, subject to Partner level reviews.

We reviewed:

e The reasonableness of the split in value between land and building using comparatives from other local
authorities.

e Considered if a lack of componentisation of buildings resulted in a material misstatement to the
depreciation charge.

We did not identify any significant issues in relation to componentisation of Council Dwellings.

Our work in this area is complete, subject to Partner level reviews.

Our work through the audit has identified a higher than usual number of errors being identified in the draft
financial statements. These include:

e working papers not agreeing to draft financial statements;
e working papers not clearly linking to samples selected;

e updated working papers continuing to contain errors resulting in further iterations being required in a
number of instances; and

e lead time to provide information to auditors slower than initially agreed.

We have also provided the Audit and Standards Committee with an ISA 265 Letter due to the number of errors
identified in the production of the draft financial statements which indicates a significant weakness in the internal
controls over the preparation of financial statements that are materially accurate and compliant with the Code of
Practice on Local Authority Accounting.



AUDIT PROGRESS 2018/19

Use of Resources

Sustainable We have completed our initial reviews of the Council’s arrangements as part of our initial planning to inform our risk
resource assessment process.
deployment To date we have not identified any issues in relation to sustainable resource deployment.

We are currently reviewing informed decision making, which will be concluded on once our work on the main audit is
complete. We note to date that there is a risk that any decisions made based on financial information are not informed,
as our audit indicates that financial information is of a poor quality.
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List of misstatements

We have provided a list of the errors identified to date, which are split between numerical and narrative. Due to the volume of errors identified in debtors and
creditors two sub tables have been provided which detail the value of the errors and the potential further impact of the errors identified once additional testing was

completed. See Appendix I

The Council are currently working towards reducing the total impact of uncorrected errors to below materiality.

0T abed
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The matters raised in our report prepared in connection with the audit are those
we believe should be brought to your attention. They do not purport to be a
complete record of all matters arising. This report is prepared solely for the use of
the organisation and may not be quoted nor copied without our prior written
consent. No responsibility to any third party is accepted.

BDO LLP is a corporate establishment under the Limited Liability Partnership Act
2000 and a UK Member Firm of BDO International. BDO Northern Ireland, a separate
partnership, operates under a licence agreement. BDO LLP and BDO Northern
Ireland are both separately authorised and regulated by the Financial Conduct
Authority to conduct investment business.

Copyright ©2020 BDO LLP. All rights reserved.

www.bdo.co.uk

IBDO
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Appendix 1

Tel: +44 (0)1473 320700 16 The Havens
B DO Fax: +44 (0)1473 320800 Ransomes Europark
www.bdo.co.uk Ipswich

i Suffolk

IP3 9SJ

Private and Confidential

Councillor P Bright 22 October 2019

London Borough of Barking & Dagenham

Barking Town Hall Lisa Clampin

Town Hall Square Direct Line: 01473 320716
Barking Email: lisa.clampin@bdo.co.uk
IG11 7LU

Dear Councillor Bright,
Significant deficiency in internal control in the preparation of the Statement of Accounts

Auditing standards require that we communicate to those charged with governance any significant
deficiencies in internal control identified during the audit, in writing, as soon as is practicably possible.

The purpose of our audit is for us to express an opinion on the statement of accounts. The scope of our
audit includes consideration of internal control relevant to the preparation of the statement of accounts in
order to design audit procedures that are appropriate in the circumstances. We do not express an opinion
on the effectiveness of all internal controls.

The matters being reported here are limited to those deficiencies that we have identified during the audit
and that we conclude are of sufficient importance to merit being reported to those charged with
governance.

Our continuing audit of the draft statement of accounts has identified a significant number of figures
included in the statements which were misstated, some materially so. We have raised these matters with
the Council throughout the audit, which has resulted in revised working papers being provided to the
auditors for a significant number of areas on the accounts. As a result, it has been necessary to perform
additional audit work to confirm the accuracy of revisions proposed by the Council.

The errors identified in our ongoing audit vary in their nature and impact on the statement of accounts.
They also include a number of misstatements in relation to the prior year (2017/18) comparatives which, in
aggregate, may result in a prior period adjustment. The full detail of the audit findings will be included in
our Audit Completion Report to the Audit and Standards Committee once the audit is concluded.

Whilst we cannot confirm at this time whether there will be a net impact on the cost of services reported
by the Council, the material disclosure misstatements in the core financial statements certified by the
section 151 officer, published by the Council and presented for audit, is contrary to the Local Authority
Accounting Code of Practice requirement for the Council to produce materially accurate draft financial
statements. We continue to work with the Council on finalising the impact of the audit findings to date, and
working toward the Council producing a final set of financial statements that are materially accurate and
Code compliant.

The Council has provided evidence to demonstrate that a review of completeness and reconciliation of the
draft financial statements to their management accounting regime, was undertaken by senior members of
the closedown team prior to publication, which placed reliance on previously audited figures. The evidence
provided demonstrates that an appropriate internal control, designed to identify potential material
misstatements before publication of the draft statement of accounts, exists. However, the subsequent
identification of the misstatements, material and otherwise, referred to above indicates that this internal
control did not operate effectively. Therefore, we consider this a significant deficiency in internal control.

BDO LLP, a UK limited liability partnership registered in England and Wales under number 0C305127, is a member of BDO International Limited, a UK company %@
limited by guarantee, and forms part of the international BDO network-f indepe member firms. A list of members’ names is open to inspection at our
registered office, 55 Baker Street, London W1U 7EU. BDO LLP is authdris gér ted by the Financial Conduct Authority to conduct investment business.
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Our Audit Completion Report to the Audit and Standards Committee will incorporate our recommendations
in relation to this control deficiency, alongside our findings from the rest of the audit. If you or your
colleagues on the Audit and Standards Committee have any questions about the content of this letter,
please do not hesitate to contact me.

Yours sincerely

Lisa Clampin
Partner
For and on behalf of BDO LLP

cc
Claire Symonds, Deputy Chief Executive and Chief Operating Officer

Page 14



Appendix 2

Mistatements -
Numerical
fects
No. | Area of Accounts Description Value Type of error Other areas affected e To Be Corrected Extrapolation (i required)
1 Demlition of St Mary’s Parade and Cook road ste. Both included in the FAR and the accounts. 1,200,900 Orerstated investment S Yes Yes A
e P Y being made to number of tenants and overpayments made by tenants) balance held in the HRA Classification - Debtor
2 e o > 3,812,409 Crediors No Yes NiA
3 t“m"z’:::": Loan with Wycombe DC incorrectly classified as long term borrowing 5,000,000 Classification error short term borrowing No Yes NiA
B & "Aged debor report includes £771,781 of credit balances and one T code 1 mapped to debtors which s the cycle scheme of £18,683 which need to be reclassfied to e Classification - Debtor P - - o
Debtors Note. creditors
5 Grants - DSG income and expenditure has been grossed up. 194,724,707 “"::Z‘:::“:J:’:"":[:"d e No Yes NiA
3 nvestments Short term investments have been incorrectly classified 37600000 Tons term investments No Ves WA
Tncome - receiptes
;| sevices (Fees, | rebate of £2.6m had incorectly been added to income as opposed to being deducted from expenditure - process was due to an unusual contract s solely focused on 2600000 overstated income - S N S o o i
charges and other one provider - Adecco
service income)
Short term creditors - £1,075,000
8 | Capital grants R ncorrect classfication of an ntercompany grant that had been included as a rant recefvable by the Council 1,346,509 classification error Capital grants unapplied - £46,509 No Yes A
RIA - £225.000
5| Cooitalerants R A number of the srants should be clasiied as lons term Habiltis due to the time thev 406,308 one term lizblities Yes Ves WA
10| credtors accuats employment tax redtos ncuded  balanceof 290 whichcoud ot e dentfe - Counl s 0wt thse off 2 o bad dent e ot o ves A
Dr Short term creditors £526,450
" Leases Finance lease journal incorrectly posted n creditors 526,450 classification error Cr long term creditors £466,777 No Yes A
4 £50.672
esets valued n the prior year were valued as a 1/10/2017, with no consideration of movement Up 1 year end. GIVing 2 expected understatement i their value (we
a 23 note this i for properties valued using EUV). There are assets valued using DRC and MY but the wrivial. 002333 ndentated P it = o s
deendent g Fn grant ey denied 2 fing Tenced over nan g fenced - lsscation o (betneen sbove the Cost o ervices 370
1 rants = IEZE J J == L 57,128 clasification error non-ring fenced No Yo 479,002
14| PPE - disposals e e T sl e ncrrec ncluded i VPE BT shold ben recoded within intanables 8 or vear sccounts and hen ecorded 53 gl T340 ntansible assets (NBY - £605.0001 Yes No NI
otertand nd s
Spend of E527K Incurred on a school in 2015/16, which was Initally included in assets under construction, was not reallocated to ather land and buildings when the
@ asset became operational and i still iting In assets under constuction as at 31/03/2019. Assich, assets under construction isoverstated by €527k and other land B overstated PPE - AUC e Yes e b
PPE - AUC and buildings ross vlue is understated by £527k. There will also be a depreciation impact of thi revaluation
PPE - Feritage depreciation
i sots Depreciation for 22 asets leted for 2018/19. however these were heritage assets so have been applied Rl RIS pes Yes ves A
overstated PPE
17| e - depreciation depreciation has been incorrectly calculated for five assets from our sampte of 1. R Deoreciation e to e C8d
LB
" | ppE- valuation one been incorrectly valued by the Councils vluers. YD overstated PPE - OLAS revaluation to res N
=3
| peE- adaitons additions have been to the figures of underlying records not asreeing to invoices o costs did not relate to the correct year. SI01E0 overstated PPE - Additions Caital Financing Recuirement to o e
2017-18
OR RIA £80133
80133
CR Earmarked Reserve £80133
2 80,133 overstated ncome - CIES e Yes No 200,957
201819
DR Earmarked Reserve £80133
income has been incorrectly credited to income which needs to be adiusted R RS ra011
(ot e 7 a2 Oracl e A o U o Y e ol e e T et o o S M s THost likely HRA debtors, but dfficult o 52y
2y HRA income s0ing in opposite directions and et to £432 2000 e e without knowine what these items are Possile e N
261,208 expenditure
2 |HRA supervison and| 27,176 SERLREL AT Yes No (542,454) accruals
management 261 current year prepayments
expenditure 3 cut off errors dentified on supervision and 81
FRA repairs and
2 maintenance. 2462 R Prior year accruals Yes No 1,375,406
xpenditure. 1 cut off error identified on repairs and maintenance expenditure
IRA repairs an
2 maintenance |1 error on repairs and maintenance expenditure sample arising due to a purchase order being fncorrectly recefpted in the year. My understanding s that tisis part o 36,565 Crediors No Not sure N/A
expenditure wider issue picked up elsewhere in the audit, and additional testing has been/is being performed in response to this
Debit Creditor 1,805,800
Credit Income - 1,805,800
s 1,805,801 overstated creditor No Yes See Creditors / Debors
Parent Pay rsidual amount which is unidentified, and has been agreed that the total creditor should be written back to revene - the amount represents admin / vat| Debit MiRs - 1,805,800
Creditors 10D ups made by LBBD in respect of by Parent Pay. it does not represent any amounts owed to parents, and therefore shouldn' be a creditor. redit Reserve - 1,805,800
Sample #17 Debit Creditor - £1,181,341.03
Credit Expenditure (Capital) - £1,181,341.03
Sample # NEW 2 Debit Creditor - £295,000
Credit Expenditure (Capital) - £295,000
Overstated creditor -
2 1,480,071 e i AT (EED No Yes See Creditors / Debors
Credit Expenditure - £3,730
Two receipting invoices where value was taken at the gross amount (otaling £1,480,071.03) rather than the net amount presented on the fnvolces (totaling Total Eror :£1,480,071.03
£255,916.94). As such, this resulted n a creditor balances that was not accurate as thi diference was the amount previously paid by the Council as show on the
Creditors invoices.
Dr Correct receipt in adv - 60,000
1B - 60,000
7 (Grant was received by LBBD during 17/18 and was documented as a recelpt in advance. As at year end 18/19 the grant was stll recognised as a RIA as it was unspen, 60,000 Overstated creditor - RA No Yes See Creditors / Debtors
athoudh . The gratactalyeates o to March 9 e the S Grnt dtemination et (e 25/01/17),thrsor the rnt sk e reagnied s e Debit MRS - 60,000
Creditors during 18/19. This s an error and will be amen
Or Correct receipt in adv - 52694.88
Cr € - 52894.88
s 52,895 Overstated creditor - RIA No Yes See Creditors / Debors
This was unspent ncome which was mistakenly treated as a recelpt n advance. Purpose of income was for project from 2017 to end of 18/19 and have obtained petichis Sl
Creditors Barking Heathy New town document to confirm income fsnta receipt in advance.
T Garectrcaie s o PR
CrigE - 10744.71
» 10,745 Overstated creditor - RIA No Yes See Creditors / Debors
IS v o e it s iy st el n e, Fing e 0 adnce rom Pt oy for 2 veek pogamee, Debit MRS - 10744.71
Creditors income but email from Service confirms it relates to 18/19 part of project Cedfres net 2
expenditure -
Overstated creditor -
20 1,660 e Dnee Oteren ot No Yes See Creditors / Debors
Creditors VP - accrual aross (9,960, invoice value 8,330). over accrued by 1,660 acenuals individuals -
Or Correct recelpt in adv -4805.13
CrIGE - 4805.13
3 4805 Overstated creditor - RA No Yes See Creditors / Debors
Debit MRS - 4805.13
Unspent grant ncome mistakenly treated as a recelpt in advance. Total value of the income received was £21,390k and was for 18/19, therefore should't be Credit reserve - 4805.13
Creditors lassified as a recelpt n advance.
» 466 LBBD confirmed no error.
Creditor it valid a it is variance from actual to budget and i the future, which has bes . to invoice number 180418418 from
Creditors University of East London.
Dr Correct recelpt in adv - 824,697.55
Cr IBE - 824,697.58
3 824,698 Overstated creditor - RA No Yes See Creditors / Debors
Unspent grant income mistakenly treated as  receipt in advance. Total value of the income received was £824k for the Basic need grant and LA school condition Debit MIRS - 824,697.58
Creditors Allocation and was for 18/19, therefore should't be ck: ot in advance. Credit reserve - 824.697.58
Debit Creditor - 27,593
Y 27,593 Overstated creditor - RIA it No Yes See Creditors / Debors
Creditors RIA posted twice in error
Credit Expenditure 107,593
8 Creditors Creditor isn' valid due to Therefore the client has confirmed the creditor will be written off 0773 Overstated creditor Debit Creditor - 107.593 to res See Creditors / Deblors
Dr Correct receipt in adv - 615,291.22
CrlaE - 615,291.22
3 “This net underspend from the Tax! Card scheme was carried forward to cover budget shortfal on 2019-20 Freedom Passes contribution to TFL. & recelpt in advance 615291 Overstated creditor - RA No Yes See Creditors / Debtors
was processed to carry forvrd this money, bt thisshould have been treated as a rol forward and transferred via reserves. We have agreed the underspend to the Debit MRS - 615,291.22
Creditors /19 final budset and confirmed this i an errr. 91
Or Correct receipt i ady - 142,300
CrIBE - 142,300
7 142,300 Overstated creditor - RA No Yes See Creditors / Debors
Unsentgrntncome miakenly et s e n adance, i rant ncome vas o the  flod sk and el o of grntncam s been e Debit MRS - 142,300
Flood Risk and Extension’ This was be transferred to Credit reserve - 142,300
Creditors reserves at ve:
Fvece s o et amoun, o cedtvote procesed Ul 19/20,(elorea cedorvasaed o offet 1€ ncoec e, Fawever o elecon, Dr Correct receipt in adv - 157,568
8 Creditors this should have reduced the debtors value as the incorrect iS55 Overstated creditor - RiA  Debtors - to res See Creditors / Deblors
» 1,096,793 LBBD confirmed no erfor.
T T e T e A M O e ey
raising the AR fnvolce (but a debtor (balance on the rece A account at year for but not vt paid).
Creditors oves the ncome charged which elats to Aprl to June from 2018/19 o 2019/20 i the expense account.
Overstated creditor - O other creditors - 16,986.60
D Creditors Over-accrued by £16.986.60 as £45.297.60 covers the vear to end June 2019. 1607 aceruals CrIGE Expenditure - 16.986.60 te e See Creditors / Debtors
Overstated creditor - Dr other creditors - 31,932
<0 Creditors Accrual was made using gross value of invoice, and for the full amount, however invoice includes Apr-Jun of 1 L e 2135 accruals Cr £ Excenditure - 31932 to res See Creditors / Deblors
Or Crecitor
@ 18,988 Overstated creditor Cr Expenditur No Yes See Creditors / Debors
£19K error that was inappropriately booked to earmarked reserves rather than creditor. It was judgementally determined to be trivial adjustment by the accounting Or MiRs - 18,988
Creditors im and could wait until 19/20 o correct, 1898
38,078
The ereditor is overstated by £38k against the records from the Salx Finance Statement. 8,078
“ 38,078 Overstated creditor No Yes See Creditors / Debors
On inspecting the arrangement of the loan and duration the ereditor should be recorded as long term creditor. 279,093
Creditors ditor
Tnsufficient evidence - write off both debtor and BDP. it BOP - £70,680
“ 1,427,351 Orerstated debtor - e656,671 No Yes See Creditors / Debtors
Debtor Accruals acenuals £1.427.350
Overstated debtor 136,367
| pebtor Accruals Error - write off is6367 accruals 136.367 to res See Creditors / Deblors
Debit Expenditure - 197,150
“© 205,755 Orerstated debtor Debit Income - 8,605 No Yes See Creditors / Debors
Debtor Accruals Shouldrit be an debors between LA and schools acenuals Credit Debror - 205,755
Debtors - PAYMENTS| s .
. oum verstateddebor - PA i DV o Yo Seo Crdtons / et
OTHER ENTITEES BB (K
AND INDIVIDUALS Error - write off
Debtors - PAYMENTS| Dot bebter - 5,564
8 INA 5,544 understated debtor - PIA Crects o e No Yes See Creditors / Debtors
OTHER ENTITEES BT E)-5,
AND INDIVIDUALS Error - should transfer to reserve as carry forward
Debtors - PAYMENTS| Sebit bebter 48000
ebit Debtor - 48
9 48,000 understated debor - PIA IR T HED No Yes See Creditors / Debors

IN ADVANCE
OTHER ENTITIES
AND INDIVIDUALS

Error - should transfer to reserve as carry forward
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Debtors - PAYMEN

50 | INADVANCE- 577,724 understated debtor - PIA s T No Yes See Creditors / Debors
OTHER ENTITEES e G
AND INDIVIDUALS Error -should be RiA
Debors - PAYMENTS|
st | INADVANCE- 2359 understated debtor - PIA P o No Yes See Creditors / Debors
OTHER ENTITEES e GG
AND INDIVIDUALS Error -should be RiA
Debors - PAYMENTS|
2 | NA 51,840 understated debor - PIA . No Yes See Creditors / Debors
THER ENTITIES T BETTA(EL)-GK
AND INDIVIDUALS Error -should be RiA
Debors - PAYMEN
53| INADVANCE- 20,000 understated debor - PIA e o No Yes See Creditors / Debors
OTHER ENTITEES BT
AND INDIVIDUALS Error - should transfer to reserve as carry forward
Debors - PAYMENTS|
S | INADVANCE- 207,740 understated debtor - PIA s T No Yes See Creditors / Debors
OTHER ENTITEES BT
AND INDIVIDUALS ror - o tastr t reerve 3¢y o
member e e s i i s ebit ncome - 100,623
% | DEBTOR- other cnterel o cacel ot recehables e, Debtor st mve nt 1920 to sort ha to 8 with ti blance. Ero - wrt li0f23 overstated debtor Credit Debror - 100621 to res See Creditors / Debtors
Debit CGU- 73,333
5 | DEBTOR - other Invoice raised in May for £787K - Included in the 80,000 232 oversated debtor Credit Debtor - 73333 o e see Crediors / Debtors
Debtor - PATHENTS Creditincome - 3,658
57| INADVANCE- 13,500 overstated debtor - PIA Debit Creditor (RA) - 17,158 No Yes See Creditors / Debors
OTHER ENTITIES Credit Debtor - 13,500
AND INDIVIDUALS Error - write off
Debtor - HOUSING Teires apita debt Debit Income HRA Rent - 274,718
o RENTS. do not reconcil 25D overstated debtor Credit Debrors - 274718 o e N
Tmpact on 5P T of the reised deBEo AT
o s mpact on BDP s a resul o the revised debtor batances -
& RENTS D Oracle balance t balance sheet date differs from balances retrieved from Capita debt (Housing System) Reports. 228 e Cet Bl e 63 = 073
WPARVENT ts do not reconcile
DEBTOR -
6 | LEASEHOLDER Oracte batance at balance sheet date differs from balances retrieved from Capita debt (Housing System) Reports. 183,091 overstated debtor e ey 0 No Yes NiA
ERVICE CHARGE ts do not reconcile redit Debtors - 183,
Credit Debtor - 248,389
DEBTOR - ACCRUALS -
| 248,389 overstated debtor Debit Incame - 248,389 No Yes See Creditors / Debtors
AND INDIVIDUALS | The council i o the view there is a remote chance the maiorit of the balance will be ble. Therefore they have recommended a write off of £248,389
Debit Income - 343,352
@ | DebtoprATE Oracte balance at balance sheet date differs from balances retrieved from Capita debt (Housing System) Reports. 30,35 understated debtors No Yes NiA
o] e Credit Debtors - 343,352
35,927 relates tobrought forward balances that should have been invoiced to the schoots by e Services n prévious years. However due (o nsufficlent evidence
1o substantiate these amounts the council have proposed o write-off these amounts. et bt e
63 |DEBTOR - ACCRUALS 82,88 e & chool Income - 82,852 - Income: Yes Yes See Creditors / Debtors
~ OTHER ENTITIES | The councl have ascertained other instances where suich brought forward to ather schol. The council have provided a working outlying the value of such balances =D
AND INDIVIDUALS 15 to €82k overall
97,35 difference
A holding code exists i the councils are processed which
The apactions r hen eviewe o a ety besis andthen imoicetecharges o Eevate, Bacingdocumetation s e o eoch sbfctive e nd the
Elevate r Elevate. in 2 meeting which occurs after the year end. Ordinarly, s FO1FO1090.134600 - £97,532
4 e e liod 2 EOF o ot i, et s beln S iy vl o ks 1t oy i 8 ooy Bl gz accruals FO1.F23480. -£97,532 to es See Creditors / Debtors
From these works only £81,244 were agreed by elevate. Thus leaving £97,532 as an overstatement of errors.
DEBTOR - ACCRUALS The council recommended that this alance be written off 25 2 cne-off, isolated, adjustment.
- OTHER ENTITIES o Ao e
AND INDIVIDUALS
Difference in the total debtor assocated Ko temporary the Capita Rousing System; Information used to_determine the Provision PP ——
o et bt .. v D01 10m s it  T016/1 st o e o ot et e o Caota — s seber 500 TR - . . s
DEBTOR - HOUSING |was found to be lower at = £4,701,503 as in D2.04.01 the difference was as  resultof the changes which ; the counci is & understated debtor - FESEOGTY © e
RENTS he fgures are ierent;deb roien vas il Cllate, s et of U Gifeenceth n ' v by E10%:
) e st e che s
6 |PTOR AR 248,390 orenstated debtors No Yes See Creditors / Debors
AND INDIVIDUALS review it was established that only £48.168 i recoverable debt ety 23
3,927 elates to_ brought forward balances That should have been invoiced to the schoots by the services n previous years. Fowever due 1@ sufficlent evidence
1o substantiate these amounts the council have proposed o write-off these amounts.
Credit FO1.FOT100.134600 - 62,882 -Debtors
o The council have ascertained other instances where such brought forward o other school. The council have provided a working outlying the value o such balances o overstated debtors - | Debit: DSG School Income - 82,882 - Income | ves See Creditors / Debtors
amounts to £82K overal, accruals
DEBTOR - ACCRUALS
- OTHER ENTITIES
AND INDIVIDUALS
Grants - D5G overstated income and Grants note
% | (comparative) income and expenditure was arossed up n prir vear lE0 0007 expenditure - CIES (PYA) 16E by nature note e e N
oo e
& ovison of service 2 /aluation Res Yes Yes A
CEmmgne Capat Adusmen coune
PPE - valuation luation movements have been incorreetly accounted for between CIES and reserves.
ASSETTeTUrnS Were €stmated by the actuary at 7.5% based on N9 Gata. OULLU returns Were 5.Z%. Estimated
Fair value of opening plan assets 731,933 S
Actual investment return @ 5.25% £38,1266 Understated net lability R
7 Investment returns estimated per AS 19 report £56,967K 18,541,000 B e CEs No Yes A
LGPS pension asset Overstated investment returns/plan assets £18,501k MRS
alue (and net
tiablity Materia dlustment required. Recommend report forward
Balance sheet
7' | Loan receivable Double counting of oan receipts rom subs and Weavers X Understated loan asset Financial instruments to e N
Understated net lability Pension note
” GRS valuation estimate CiEs to es N
Net pension liablity Adiusment eauredtopenion Uabilty o reflectNecloud udgement and P s,
= 0 G0USENS T TS TOSTITTE0 0 Garer
P year values o be roprty corslated acrosgroup sataments
oldation ad from draft 1 e.g. elimination o loan iterest
- Comparatives required for MRS
TSR ST A B s e i G
Finance netted - need to be shown gross
e e e S e e e P P T
S S S e ST S G e
AobeyCF shouk 1t e Forbd e i
be revised for dif for audit
e e Pl e o ey
e lrgr thn s total o blance
~Be First includes of £6.1m capital to Councl but would have been recorded n investing
7 @D T8 Tac Respective group notes Yes (group) Yes A
~BOTP - various audit ad to be factored R L O e S S )
SO E145m Incagro ot ramaconconllsted it 1 PUR adoment
~BTP CFS - inconsisent treatment of adjustment for London East preacquisiion rates owed compared to balance sheet
- BOTP CFS - 21m Loan to sub should be adjusted from fnvesting actviies from Council perspective, not financing actvities
~BDTP CFS - £14.5m adjusted out of provision for servicesfrom council perspective but was capital 50 never it never hit councits G - should be adjusted out of
Investing activties
8D Energy - Fnancing 1&E adjustments to be made in Financing E line o CIES, not Core servie line. Intragroup finance cost also erroneously added to group
mbes o cosalatn et of bt
80 Energy CFS - Income and exper together for net surplus ad ould have been netted.
(BELES i R TR R e T e
B0 Energy CFS - Elimination fo intragroup loan is 2.3, however sub's toal cash flows from new loans ae Just £1.3m, cannot be right.
50 Energy PS5 financin cossare I invetig civiis Bt snould b francios L T il p I
in CFS despite oan betweer
O et T B o e acualcaral accouthad been ocrsaig ver the yersand ath sart o 5199 T Fad amegatie E3m alance T
B o oL Bt G B b o ta L ) e 09 e ot
er 7 years, where receipted POs not matching us debit This was done over a number of years. During the year
A et
L8BD have proposed not o adjust for the errors noted in respect of HRA and Capital of £5,469k and this has been recognised as an unadjusted error under No 74 (2)
have proposed to correct £5,948K OF this (CY error = £141k, and PY erfor = £5,807K)
I T T P O e s PR o I Ry
w© ed reserve
Dr Reserves - 4,993k
MRS - 4,993k Prior Period Adjustment note
" and replace this with in 2018/19 5,948,000 CIECESEED Prior Year MiRs Yes Yes NiA
Dr CIES Expenditure (General ma» 5,806k i
+ Creditors Accruals - 5,806 Prior Year Balance Sheet
Putting through the £5,806k impact in PY 201718 based on services they relate to & moving them to reserve.
Or Creditors Accrual - 5,806,926
Cr CIES - 5DI Comm Directorate - 969,434
Cr CIE - Core Directorate - 223,
165 - Central Directora
Cr CIES - Ealy Years Children Directorate - 82,186
Cr CIES - Law, Governance & HR Directorate - 412,269
Cr CIEs - People and Poliy Directorate - 114,326
Creditors Note. Cr CIE Care and Support Directorate - 2,075,282
Prior Period Adjustment note
7400 PO adjustments - The balance on the accrual control account had been fncreasing over the years and at the start of 2018/19 it had a negative £35m balance. This 5,469,000 Over and Under recefpting Prio Year MiRs Yes Yo NiA
targe variance between the values was due to the recelpted amount and invoiced amourt being diferent. C11,416k in total was identified as over recepting across a
Creditors Note. ar period Prior Year Balance Sheet
lance Sheet
» 68199 CoRETIIET) o o Yo wa
PPE Note Valuation of Street Purchases (included as Council Dwellings for 2018/19 purchases included at val value and not at cost wellings CAA Reserve
Balance Sheet
7 Valuation of Community Assets 7,738,143 nderstavement of N No Yes NiA
PPE Note Revaluating remaining community assts. ST serve
Understated Long Term Balance Sheet
77| Long Term Debors Interest should have roled up at the vear end and included in the long term debor line. BE Debtors cies o e N
CIES - Sochal Care.
” Expenditure Cutof Eror of £13K in our sample where the expenditure relates to 2017/18 where an accrual vas not recognised. BT CEEETIT e to o 816
fec
7 Capital Grant 19120, however for Capital Pro Council had undertaken in 18/19. No accrual had been 2,924,000 Understating Income cies No Yo NIA
Caital Grants bosted. therefore the income ves incorrectly recoenised in 19/20.
Overstatement of Bajance sheet
& Wwork on revaluations over Community Assets revealed instances where the areas used to determine assets values used by the valuers differed to the areas based on 610,650 Dversas PPE Note. No Yo 686,984
PPE Note Councit plans. BT & RR Reserve
Balance Sheet
B work on reval Surplus Assets 0 determine assets values used by the valuers differed to the areas based on the. 93,09 e P T 0 PPE Note. No Yo 109,122
PPE Note Councits plans. e CAA Reserve  RR Reserve.
Overstatement of SOLB. Balance Sheet
@ work on revaluations over of Other Land & Building revealed intances where the areas used to determine assets values used by the valuers differed to the areas 383,754 No Yo 882,791
PPE Note etailed on the Counit's plans pssets CAA Reserve & RR Reserve.
vestment Overstatement of Balance Sheet
® Proverties Assetvalued Thisis concluded to be an isolated error due to the error of the vlver. 2020 Investment roperty CAA Reserve  RR Reserve. to res N
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Tnvestment Overstatement of Balance Sheet
& Properties in 2014 has been incorrectly revalued in 2018/19 BT i CAA Reserve & RR Reserve. e te G
Depreciation
Reclassifcation from AUC
/
o HRA AUC . The asset was not pleted pro to other projects SHIED) to Council Dwelling Revaluation Yes es N
PPE Note “This impacts prior vear depreciation and revaluations.
Expenditure Cut OFF errors in 2019/20 Ledger.
8 Expenditure 2 errors noted where spend in 19/20 tested related to_18/19 but not accrued for (understating 18/19 Uabilities) R Understating Expenditure Ci No o NIA
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Creditor Extrapolations

Sample No's Value of Samples Extrapolation =
Type of Error (Mistatement Tab with Errorz (Extrapolation -
Ref) with Errors Errors Corrected)
1 Creditors - Overstated 25, 35, 42, 43 1,970,461.00
2 Creditors - Overstated Accruals 26, 30, 40, 41 1,530,649.63

Creditors Overstated Receipts in
3 Advance

27, 28, 29, 31,
33, 34, 36, 37, 38

1,895,895.00

8,456,662.85
Creditor Exptrapolations after additional testing
Sample No's Extrapolation =
Type of Error (Mistatement Tab Val:?t:fEi:::zles (Extrapolation -
Ref) with Errors Errors Corrected)
1 Creditors - Overstated 25, 35, 42, 43 1,970,461.00
2 Creditors - Overstated Accruals 26, 30, 40, 41 1,530,649.63
27, 28, 29, 31,

Creditors Overstated Receipts in

33, 34, 36, 37, 38

3 Advance

1,895,895.00

Debtor Extrapolations

6,116,880.52

Sample No's Value of Samples Extrapolation =
Area (Mistatement Tab with Errorz (Extrapolation -
Ref) with Errors Errors Corrected)
1 Overstated Debtors 55, 56, 61 422,345.00
44,45,46,63,64,66
2 Overstarted Debtors Accruals ,67 2,404,032.42
47,57,
Overstated & Understated 48,49,50,51,52,53 | - 919,007.00
3 Debtors PIA ,54
Debtor Extrapolations - After Additional Testing
Sample No's Extrapolation =
f
Area (Mistatement Tab Val:(iet: ESr::\(r)r:Eles (Extrapolation -
Ref) with Errors Errors Corrected)
1 Overstated Debtors 55, 56, 61 422,345.00
44,45,46,63,64,66
2 Overstarted Debtors Accruals ,67 2,404,032.42
47,57,
Overstated & Understated 48,49,50,51,52,53 | - 919,007.00
3 Debtors PIA ,54
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Misstatements -Narrative

No.

Area of Accounts

Description

Other areas affected

Demolition of St Mary's Parade and Cook road site. Incorrectly included in the FAR and the financial

1|CIES statements.
Opening balance on defined benefit pension scheme liability does not agree to the closing balance
per prior year signed accounts - difference of £1.6m. Council understand this to be a prior year
error. As not material, currently not planning on correcting for this error. Current proposal is to
amend the opening the balance to agree to last years value and make an in-year adjustment for the

2|Pension Scheme liability amount B/S

HRA note - depreciation
3|and impairment Figures referenced are currently incorrect and do not match the PPE note PPE note

N

Financial instruments

Financial instruments disclosures include the following errors

a. Cash balance disclosed is incorrect

b. Short term finance lease liability has been double counted

c. Adjustments for debtors/creditors need to be put through this note

d. Cost centre relating to subsidiary needs to be excluded

e. Current outstanding debtors within the receivables control account need to be added
f. All borrowings need to be included in the maturity table

(S,

HRA - PPE

figures included within the HRA PPE assets note are incorrect

o

Interest payable (I&E
analysed by nature)

the interest payable in I&E analysed by nature does not agree to the financing and investment
income and expenditure note -
£11.6m to be moved from interest expense to Other service expenses.

financing and investment
income and expenditure
note

Revaluation reserve

The movement in the revaluation reserve as a result of revaluations during the year was £173,331k
increase per the PPE note and £22,054k decrease per the revaluation reserve note. The movement
in the capital adjustment account was £172,653k decrease per the PPE note and £22,733k increase
per the capital adjustment account note and CIES. The movement on the revaluation reserve should
be an increase of £36,881k in all notes, whilst the movement in the capital adjustment account
should be a decrease of £36,203k in all notes

CAA

Group accounts additional
disclosures

Correct language regarding relationships with component/other entities in group and related party
notes

Add disclosure notes where materially differ to LBBD single entity e.g. PPE, financial instruments
Cash flow statement note uses 'Adjust for items included in the net surplus or deficit on the
provision of services that are investing or financing activities' as sub total heading for non-cash
adjustments in operating activities. This should be the heading for the adjustments that follow.
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The payroll control was incorrectly mapped to employee benefits expenditure. It should be mapped
to other entities and individuals creditors. An adjustment therefore needs to be made to move

9|Employee benefits £796k from employee benefits to other entities and individuals within this note.
The values in respect of PFl within the PPE note are incorrect and need amending to be aligned with
10|PFI the FAR. PPE note
The reclassification of Council Dwellings to other assets in the PPE note is not correct. The totals of
11|PPE - Council dwellings the columns is therefore incorrect - value should be £26,795,000

12

I&E analysed by nature
note

Within the expenditure and income analysed by nature note, the gain on disposal of fixed assets is
included in expenditure, and needs to be reallocated to income.

£17,946,933 to be reclassified from fees and charges income to government grants.
To be re-worked generally to reflect adjusted CIES e.g. Other service expense to be revised for prior

year DSG double counting adjustment of £169m and current year DSG double counting adjustment
of £194.7m.

13

PPE note

The revaluation figures disclosed in the PPE note in respect of community assets are incorrect in
respect of both the revaluation reserve and the provision of services -

14

Senior officer remuneration
note

Senior office Matthew Cole is missing from the note

15

infrastructure assets

the UEL for infrastructure assets should be 20 years and is currently disclosed as 25 years

16

Debtors and Creditors

The format of the notes is not in line with the new requirements of the code.

17

Cash flow

V4 of SoA -
Operating activities reconcile to 14,314k in note 18 but are 10,980k in face of statement.

Net cash flows from investing activities is 192,807k in note 18 whereas per cash flow statement this
is 196,141k
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