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Council’s arrangements for securing
economy, efficiency and effectiveness in
its use of resources are operating
effectively.

The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of completing our work under the NAO
Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where, as part of our testing, we identify significant weaknesses, we will report these to you. In
consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible improvements in arrangements that a more extensive special examination might identify. We do not accept any
responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is available from our registered
office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not
a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Executive summary (1 of 3)

Under the National Audit Office (NAO) Code of Audit Practice ('the Code'), we are required to consider whether the Council has put in place proper arrangements to secure economy, efficiency
and effectiveness in its use of resources.

Auditors are required to report their commentary on the Council’s arrangements under specified criteria. 2020-21 was the first year that we reported our findings in this way. The NAO have issued
guidance to auditors which states that a commentary covering more than one financial year can be issued where it is more efficient and effective to do so. We have decided to report a
combined commentary on the Council’s arrangements for 2021-22 and 2022-23 because given the similarity in issues between years and the timing when the work was undertaken. As part of our
work, we considered whether there were any risks of significant weakness in the Council’s arrangements for securing economy, efficiency and effectiveness in its use of resources. Our
conclusions are summarised in the table below. Direction of travel relates to change since 2020-21 as this report covers two years.

One significant weaknesses was identified in the Council’s arrangements for value for money (VFM) resulting one key recommendations relating to improving economy, efficiency
and effectiveness, in respect of housing.

Criteria Risk assessment 2020/21 Auditor Judgment Combined 2021/22 and 2022/23 Auditor Judgment Direction of travel
\Y)
Qbinancial sustainability No risks of significant No significant weaknesses in No significant weaknesses or improvement
«Q weakness identified arrangements identified and no recommendations made. -
improvement recommendations made.
@ imp t dati d
a1
Governance No risks of significant No significant weaknesses in No significant weaknesses in arrangements identified,
weakness identified arrangements identified, but one but a series of improvement recommendations ‘
improvement recommendation made. identified.
Improving economy, No risks of significant No significant weaknesses in One significant weaknesses in arrangements identified
efficiency and effectiveness weakness identified arrangements identified, but one resulting in one key recommendations and other
improvement recommendation made. improvement recommendations.

No significant weaknesses in arrangements identified or improvement recommendation made.

No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.
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Executive summary (2 of 3)

g abed

Financial sustainability

On 17 February 2022, the Cabinet approved the Capital Strategy 2022-23 to 2026-27. The Council has a gross capital programme up to 2035-36 of £2,751m, offset by £1,260m of funding, giving
a net budget of £1,491m to be funded via borrowing. The cost of borrowing is built into the revenue implications of this Strategy. There are clear links in the Capital Strategy to the Council's four
pillars. The planned HRA capital spend for 2022-23 was £197m.

The Council has a commercial investment property portfolio of £120m forming part of its Investment Strategy. The Council has also invested £30m in a residential housing partnership. The
Council’s group assets were valued at £3,450m on 31 March 2023 an increase of £675m from the previous year. These are reflected in the Council’s financial plans.

In 2022-23 the Council identified £16.7m of savings and achieved £13.58m. In March 2023, the Council identified £25.9m of savings in 2023-24. It also identified a budget gap of £66.8m over the
next three years. By November 2023, 81% of these savings were either on target to be achieved in year or were achieved. Savings are identified over the Medium-Term Financial Plan (MTFP) but
focus on the current financial year. For example, in March 2023, the Council identified £28.50m of new savings by the end of 2026-27 of which £15.25m were in 2023-24. It also identified £17.47m
of existing planned savings by end of 2024-25. Work is underway to identify additional pressures, possible efficiencies and other savings plans through a zero-based budget exercise for 2024-
25. There is a shortfall in savings identified and the budget gap and this remains a key focus for financial planning.

On 8 March 2023, the Full Council approved its net General Fund budget of £193.61m for 2023-24 and identified a forecast gap of £56.8m over the following three years. In 2023-24 the Council
set working balances of £61.6m. The Council received dedicated schools grant (DSG) of £185.027m to support local authority schools. The Housing Revenue Account (HRA) revenue budget was
approved at £123.48m. In 2023-24 the HRA was predicting surpluses over each of the next five years.

Governance

The Council’s Risk Management Strategy was updated in 2022 and is currently being reviewed again. The CRR does not include a target risk date or assurances, or direction of travel.
Westminster Builds does not have its own risk register which it should have given the size of the company. Some risk improvement to the pension fund risk arrangements are needed both risk
registers need to add assurances and target risk scores. We made an improvement recommendation, in respect of risk management.

In 2021-22 we received a whistleblowing allegation direct to us in respect of certain capital procurement arrangements. This considered whether the capital procurement undertaken had
complied with the Council’s procurement arrangements, whether the services procured were fit for purpose and been received and whether, the subsequent investigation commissioned by the
Council was fit for purpose. On receipt of concerns and allegations, the Director of Corporate Services commissioned an independent investigation. This was undertaken by a previous Chief
Internal Auditor, independent of the Council and was supported by the Council’s internal audit and counter-fraud team, and HR. The internal audit team concluded no evidence of fraud.
However, they did identify a series of control improvements. This was a small capital procurement team, sitting within the Council property team. There has been a subsequent restructuring of
that team with the team members involved no longer employed by the Council. In reviewing the work undertaken by internal audit, the independent review, and the subsequent disciplinary
investigations, we noted areas where in the future Council arrangements could be improved. We made an improvement recommendation on procurement arrangements.
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Executive summary (3 of 3)

Governance (continued).

The Council established a Shareholder Committee in 2021-22 that first met in December 2021. At the March 2023, Shareholder Committee, officers were asked whether Westminster Builds was
subject to adequate scrutiny. Westminster Builds comprises two private limited companies with officers as directors. The Capital Budget proposals for Westminster Builds projects over the
next five years is £215.08m funded by the Growth, Planning and Housing general fund via a loan to Westminster Builds. The Deputy S151 who is a Board Director for Westminster Builds
identified it had no formal risk management arrangements in place in November 2023. The Council needs to update its financial regulations and include reference to its businesses, and
we make an improvement recommendation to this effect.

Improving economy, efficiency and effectiveness

The Fairer Westminster Strategy sets the Council’s vision. It has five themes - Fairer Communities, Fairer Environment, Fairer Economy, Fairer Housing and Fairer Council. In 2021-22 and 2022-

23 we identified an opportunity for the arrangements to be further strengthened, including benchmarking services with other neighbouring London boroughs . We also identified a failure to

meet minimum service standards in food safety in 2021-22 and in 2022-23 that continued into 2023-24 although internal audit have reported positive progress against their agreed action
_ﬁlon. We have identified one improvement recommendation in respect of addressing the backlog in food safety reviews.

n 2021-22 and 2022-23 the housing service needed improvement. The Council’s HRA Strategic Asset Management Plan for 2021-22 and 2022-23 was dated 2013. The Council's housing
(Detrategy, which focuses on supply of social housing, was dated 2015. While no longer a statutory requirement, we would note that production of these strategies are aligned to best practice
\itondords . In 2021-22 and 2022-23 the Council achieved over 99% compliancy with the decent homes standards. From 2023, the Council formalised its Corporate Housing Improvement

* rogramme and focused new and additional leadership capacity on driving improved housing services. This work looked to improve services across a number of areas, initially focusing on
{é}* deep dive into compliancy areas including Gas, Electricity, Fire, Water Safety, Asbestos, and Lift management. Survey work was also commissioned in December 2023 to survey

all communal fire safety doors and to carry out flat door checks. In 2022, the Council procured a one-year stock condition survey that delivered 720 internal surveys and 632 external surveys,

as part of a rolling stock programme. This has since been supplemented by both procurement to a new condition survey provider and architype condition surveys. The council has also

commissioned Ridge & Partners LLP to build and define a new Strategic Asset Management Plan (SAMP). Other priorities within the improvement programme include repairs, complaints, and
our work with the most vulnerable

On 3 April 2023. the Housing Ombudsman issued a press statement having found severe maladministration. This was the first case reported at the Council. The Council had failed to tackle
damp and mould in a resident’s home for over two years, despite knowing that there was a four-month-old living there when the problem was first reported. In October 2023 Audit and
Performance Committee saw an annual performance report from the Housing Ombudsman. It showed increasing levels of maladministration from 2021-22 and 756% of the 4-building safety
cases compared with 52% of other local authorities. Between 2021-22 to 2022-23 the maladministration rate increased from 29% to 61%. We identify that the Councils housing services and
are in need of improvement and make a key recommendation on page 6.

The Council has an important responsibility to ensure that procurement and contract management arrangements maximise the use of public finances, that value for money is achieved, and
procurement delivers strategic priorities. We make an improvement recommendation to enhance the Council’s procurement arrangements.

© 2023 Grant Thornton UK LLP. Confidential and information only. Auditor’s Annual Report - City of Westminster Draft for Comment February 2024 5
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Key recommendation 1
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Improving economy, efficiency and effectiveness

Key
recommendation &4

The Council has put in place a corporate housing improvement programme. It is important that this is implemented with sufficient pace, to rectify the
improvements which have been identified. This includes feedback from the Housing Ombudsman, readiness for regulatory change and feedback from our
residents. Priorities include a focus on repairs, complaints, understanding and monitoring the Councils stock position and our work with the most vulnerable.

Why/impact The Council needs to improve its housing service to ensure it meets the needs of its residents and its continued responsibilities as a landlord, including the
regulatory changes taking place in housing
Auditor judgement  The Council needs to improve its housing services to ensure it meets its requirement and the needs of residents

Summary findings

In 2021-22 and 2022-23 the housing service needed improvement. The Council’s HRA Strategic Asset Management Plan for 2021-22 and 2022-23 was dated
2013. The Council's housing strategy, which focuses on supply of social housing, was dated 2015. While no longer a statutory requirement, we would note
that production of these strategies are aligned to best practice standards. In 2021-22 and 2022-23 the Council achieved over 99% compliancy with the
decent homes standards. From 2023, the Council formalised its Corporate Housing Improvement Programme and focused new and additional leadership
capacity on driving improved housing services. This work looked to improve services across a number of areas, initially focusing on deep dive into
compliancy areas including Gas, Electricity, Fire, Water Safety, Asbestos, and Lift management. Survey work was also commissioned in December 2023 to
survey all communal fire safety doors and to carry out flat door checks. In 2022, the Council procured a one-year stock condition survey that delivered 720
internal surveys and 632 external surveys, as part of a rolling stock programme. This has since been supplemented by both procurement to a new condition
survey provider and architype condition surveys. The council has also commissioned Ridge & Partners LLP to build and define a new Strategic Asset
Management Plan (SAMP). Other priorities within the improvement programme include repairs, complaints, and our work with the most vulnerable.

On 3 April 2023. the Housing Ombudsman issued a press statement. It found severe maladministration for the Council after it failed to tackle damp and
mould in a resident’s home for over two years. Since November 2022, mould, and damp reporting in Council homes increased by about 82 cases per month -
an increase of 72%. In October 2023 Audit and Performance Committee saw an annual performance report from the Housing Ombudsman. It showed
increasing levels of maladministration from 2021-22 and 75% of all the Council's maladministration related to building safety compared with 52% of other
local authorities. Between 2021-22 to 2022-23 the maladministration rate increased from 29% to 61%. During the same period, the housing management
service (HMS) received 322 complaints and only responded to 32% of these on time and only 26% of their stage 2 complaints.
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Key recommendation 1 [continued]

Improving economy, efficiency and effectiveness
X

Management Our aim is to provide excellent housing services to all our residents, but we know that these services have not always been good enough. That’s why in April

comments 2023 we introduced a council-wide Housing Improvement Programme in order to deliver the step change required in the delivery of our housing services.
Through this programme, we are reviewing all areas of the service, to identify what's working well and the areas we need to deliver improvements for our
residents and to ensure we meet our continued responsibilities as a landlord, including the regulatory changes taking place.

The Council has made structural change in order to provide additional senior leadership focus and capacity in housing. In June, a new stand-alone Housing
and Commercial Partnerships Directorate was established. The effects of these changes mean that housing has closer accountability to the Chief Executive,
has increased senior capacity and is further supported by a change and transformation budget of up to £3m of funding to support an injection of short-term
capacity into targeted areas of the Housing service. These changes make it clear that improvement in housing is a key priority for the council. The focus will
continue to be on supporting our housing teams to deliver the best possible services for our residents and communities with the experience and feedback
received from residents being used to inform continual service improvement.

6 abed
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Use of auditor's powers

We bring the following matters to your attention:

2021-22 and 2022-23

Statutory recommendations We did not make any statutory
recommendations.
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written recommendations to the audited body which need

to be considered by the body and responded to publicly

Public Interest Report We did not issue a public interest report.

nder Schedule 7 of the Local Audit and Accountability Act 2014, auditors have the power to make a report if they consider a matter is
(yfficiently important to be brought to the attention of the audited body or the public as a matter of urgency, including matters which may
(Dlready be known to the public, but where it is in the public interest for the auditor to publish their independent view.

[EEN
S :
Application to the Court We did not apply to the Court under
Section 28.
Under Section 28 of the Local Audit and Accountability Act 2014, if auditors think that an item of account is contrary to law, they may apply to
the court for a declaration to that effect.
Advisorg notice We not issue any advisory notices.
Under Section 29 of the Local Audit and Accountability Act 2014, auditors may issue an advisory notice if the auditor thinks that the authority or
an officer of the authority:
* is about to make or has made a decision which involves or would involve the authority incurring unlawful expenditure,
* is about to take or has begun to take a course of action which, if followed to its conclusion, would be unlawful and likely to cause a loss or
deficiency, or
* is about to enter an item of account, the entry of which is unlawful.
Judicial review We did not apply for a judicial review.

Under Section 31 of the Local Audit and Accountability Act 2014, auditors may make an application for judicial review of a decision of an
authority, or of a failure by an authority to act, which it is reasonable to believe would have an effect on the accounts of that body.

© 2023 Grant Thornton UK LLP. Confidential and information only. Auditor’s Annual Report - City of Westminster Draft for Comment February 2024 8
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Securing economy, efficiency and effectiveness
in the Council’s use of resources

All Councils are responsible for putting in place proper arrangements to secure economy,
efficiency and effectiveness from their resources. This includes taking properly informed decisions
and managing key operational and financial risks so that they can deliver their objectives and
safeguard public money. The Council’s responsibilities are set out in Appendix A.

Council’s report on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the Council has made proper
arrangements for securing economy, efficiency and effectiveness in its use of resources.

-B\e National Audit Office’s Auditor Guidance Note (AGN] 03, requires us to assess arrangements under three areas:

T obe

%

Improving economy,
efficiency and effectiveness

Financial Sustainability Governance

Arrangements for ensuring the Arrangements for ensuring that the

Council can continue to deliver
services. This includes planning
resources to ensure adequate
finances and maintain sustainable
levels of spending over the medium
term (3-5 years).

Council makes appropriate
decisions in the right way. This
includes arrangements for budget
setting and management, risk
management, and ensuring the
Council makes decisions based on
appropriate information.

Arrangements for improving the way
the Council delivers its services. This
includes arrangements for
understanding costs and delivering
efficiencies and improving outcomes
for service users.

Our commentary on the Council’s arrangements in each of these three areas, is set out on pages 12 to 30.

© 2023 Grant Thornton UK LLP. Confidential and information only.
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Financial sustainability (1 of i)

We considered how the Council:

2T abed

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

plans to bridge its funding gaps and
identify achievable savings

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

ensures its financial plan is consistent
with other plans such as workforce,
capital, investment and other operational
planning which may include working with
other local public bodies as part of a
wider system

identifies and manages risk to financial
resilience, such as unplanned changes in
demand and assumptions underlying its
plans.

© 2023 Grant Thornton UK LLP. Confidential and information only.

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

On 3 March 2021, the Full Council approved its net general fund budget
of £182.75m for 2021-22. This included £22.40m of savings through a
combination of financing, commercial, transformation and efficiency
activities. Council tax for a Band D property was agreed at £463.90 for
2021-22, an increase 3% for the Social Care precept and 0.5% for
general purposes. The tax base for Westminster increased to 133,818
Band D equivalent properties - an increase of 1,120. The Council received
£167.75m of DSG. The HRA budget for 2021-22 was also approved. The
planned capital spending for 2021-22 was £209.52m. Rents increased by
1.5%. The 2021-22 general fund outturn position was a £2.04m overspend
funded through general reserves.

On 2 March 2022, the Full Council approved its net general fund budget
of £184.86m for 2022-23. This included £16.70m of new savings. The
budget included a freeze in general council tax and an increase of 1%
for the Adult Social Care precept. At Band D this resulted in an annual
increase of £4.6%4 to £468.64. The Council’s tax base increased to
135,056. The Council received DSG of £174.50m, a 2.2% increase on
2021-22. The HRA expenditure budget was approved at £112.78m. Rents
increased by 4.1% in 2022-23 generating £3.2m in additional rental
income. The 2022-23 outturn position was a £2.97m underspend against
budget. The revenue underspend increased the Council’s general reserve
balance by 3.5% to £60m. The HRA outturn was a surplus of £5.14m this
was linked to a £nil borrowing requirement on the 2022-23 HRA capital
programme due to additional GLA grant for the Ebury regeneration
scheme.

On 8 March 2023, the Full Council approved its net general fund budget
of £193.61m for 2023-24. This included £25.90m of new savings. The
budget was balanced for 2023-24 but there is a forecast gap of £566.8m
over the following three years.

Commercial in confidence

The 2023-24 budget included a freeze in the general council tax and an
increase of 2% for the Adult Social Care precept. At Band D this resulted
in an annual increase of £9.37 to £477.91. The Council received DSG of
£185.02m. The HRA revenue budget was approved at £123.48m and rents
increased by 7%.

HRA reserve resources of £0.60m are allocated to increase stock
condition survey volumes in 2023-24, with a focus on internal condition
(including potential damp and mould issues). This funding is also being
used to undertake remedial repairs identified in the survey. An additional
£0.62m is built into the HRA reserve budget to improve housing stock
safety to support an enhanced building safety inspection regime. This is
a response to the additional duties placed on the Council as a landlord
under the Building Safety Act. In 2023-24 the HRA was predicting
surpluses over each of the next five years.

The Council has a commercial investment property portfolio of £120m
forming part of its Investment Strategy. In 2022-23 £27m of this was
allocated in year. The Council has also invested £30m in a residential
housing partnership. The Council’s group assets were valued at £3,450m
on 31 March 2023 an increase of £5675m from the previous year. These
are reflected in the Council’s financial plans. The group is discussed on
page 21.

In both years, the Section 25 statements in the Cabinet budget papers
referenced the reserve levels and external impacts on the estimated
budgets and confirmed reserve levels were appropriate. In 2023-24 the
Council set working balances of £61.6m.

Auditor’s Annual Report - City of Westminster Draft for Comment February 2024 10



Financial sustainability

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

The 2021-22 budget included £16.9m of savings schemes to be delivered to achieve a
balanced budget of which 79% were achieved in year. In 2022-23 the Council identified
£16.7m of savings in year. Outturn shows it achieved £13.58m with £0.59m reprofiled to
2023-24 and the remaining savings identified as undeliverable.

In March 2023, the Council identified £25.9m of savings it needed to make in 2023-24. It
also identified a budget gap of £56.8m over the following three years. By November 2023,
81% of its savings (£21.91m] were either on target to be achieved in-year or achieved.

Savings are identified over the period of the MTFS, but the focus is the in-year delivery. For

example, in March 2023 the Council had identified £28.50m of new savings by the end of

2026-27 of which £15.25m were in 2023-24. It also identified £17.47m of existing planned
avings by end of 2024-25.

Q@Work is underway to identify additional pressures, possible efficiencies and other savings
(Mplans through a zero-based budget exercise for 2024-25. This will require a high level of
®ngoing monitoring. Currently there is a shortfall in savings identified and the budget gap
Uind this remains a key focus for financial planning.

For 2022-23 the Council had a bottom-up approach to saving proposals with directorate
savings and cross-directorate saving proposals included in the budget approved by Full
Council. Saving proposals focussed on reviewing service models, demand prevention,
staffing and contracts. Finance use the July MTFS review to set directorates 4-year savings
and efficiency targets to develop over summer. Each line is rated for deliverability i.e. need
for a consultation and by community impact linked to equality impact assessment and
impact on performance. A longlist is then created for the Executive Director to discuss with
their management team with finance and other corporate services providing challenge.
These are discussed with the Cabinet Portfolio holder and then with a series of member led
savings sessions chaired by the Cabinet Member for Finance. The revised list goes to
informal Cabinet for discussion who agreed a shortlist.

In 2022-23 the savings shortlist went to the budget working group in January. For 2023-24,
the budget working group now meets in November to provide enhanced scrutiny to the
process. The long-list of savings remains in place and is worked on by officers so some
move to the deliverable list.

© 2023 Grant Thornton UK LLP. Confidential and information only.
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(2 of 4)

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

The Council had a three-year MTFP for 2022-23. This was reviewed in July 2022 following the
change of administration and now includes a fourth year to reflect the election cycle. The plan
does not make a distinction between statutory and discretionary services which we would
expect to see in a Council of this size. The Council says this is a deliberate policy given the links
between some discretionary services and statutory outcomes such as in children's services, so
we do not make an improvement recommendation.

The 2021-22 and 2022-23 budgets included a Westminster community contribution scheme to
allow the most expensive properties in the City to voluntarily contribute towards supporting
discretionary services focused on youth services, helping rough sleepers and supporting people
who are lonely and isolated.

The strategic vision for Westminster is set out in the Fairer Westminster Strategy. It has five
themes - Fairer Communities, Fairer Environment, Fairer Economy, Fairer Housing and Fairer
Council. In May 2022, the Council experienced a change in political control and the
introduction of a Fairer Westminster Commission adding universal free school meals as an in-
year pressure in 2022-23 funded by £2.78m of earmarked reserves but built into the 2023-24
base budget. The Council has also set aside £6m in earmarked reserves to fund investment into
their net zero programme.

On 17 February 2022, the Cabinet approved the Capital Strategy 2022-23 to 2026-27. The
Council has a gross capital programme up to 2035-36 of £2,751m, offset by £1,260m of funding,
giving a net budget of £1,491m to be funded via borrowing. The cost of borrowing is built into the
revenue implications of this Strategy. MRP was £21m in 2022-23 increasing to £47m by 2027-28.
There are clear links in the Capital Strategy to the Council's four pillars. The Council is on a
journey to improve carbon impact information in its Capital Strategy to ensure decisions taken
on capital investment have a positive impact on the Council’s carbon footprint. The Council is
developing a carbon assessment toolkit to improve the quality of data available. This will be
used to analyse the carbon impact of its Capital Strategy and officers.

The planned HRA capital spend for 2022-23 was £197m with a total of £2,215m planned to be
spent over the duration of the 30-year business plan. The 30-year programme increased by
£123m from 2021-22. The 5-Year HRA Capital Programme has o total expenditure of £858.11m.
This includes £315.14m of investment in existing stock (supporting key priorities around fire
safety and climate change) and £516.97m of development investment to deliver up to 800
affordable homes (over this timeframe).
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Financial sustainability

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

In the last three years the Council was underspent on its general fund capital programme. In
2020-21 the Council spent £136m a variance of 20% from an expected spend of £168m. In 2021-22
it spent £187m a variance of 31% from an expected spend of £271m. In 2022-23 the Council
expected to spend £301.9m when it set its budget but spent £197.35 a 35% variance. The 2022-23
the general fund capital programme was revised at the 2021-22 outturn from £301.9m to £267m
but the Council still had a variance of £69.6m on this revised programme. In 2023-24 the general
fund capital programme was agreed as £289.67m. The Quarter 2 Capital Programme forecast
position is £106.34m gross expenditure variance. The fleet replacement programme was delayed
dueTgsite lease agreements resulting in a slippage of £16.71m to 2023-24. Westminster
Corfhunity Homes Loans and Temporary Accommodation were both delayed due to legal

ag ents not completing resulting in a slippage of £9.61m. Church Street acquisitions were
deldged resulting in slippage of £3.4m. The Carbon Management Programme focused on
speﬁng BEIS grants in 2022-23 and this resulted in a slippage of £3.21m. Access to land,
supPiies and materials also drove capital programme slippages in 2022-23. We have not raised
this as an improvement recommendation given this was impacted still by post Covid-19 pressures
but will look at it again in 2023-24.

In 2021-22 the HRA capital outturn was an expenditure variance of £2.8m against a revised
budget of £165.2m. In March 2022, the 2022-23 HRA capital budget was approved at £197.51m.
Slippage of £4.29m from the 2021-22 outturn was then added but when the capital budgets were
revised at period 6, the HRA budget reduced by £8.025m. This resulted in a revised 2022-23 HRA
capital budget of £193.78m. The 2022-23 outturn resulted in a variance of £21.9m against this
revised budget. Ebury covered most of the proposed re-profiling into 2023-24 (£14.67m). At the
end of Quarter 2 in 2023-24, the expenditure forecast for the HRA capital programme is £206.4m.
This represents additional capital spend of £20.05m in 2023-24 compared to the original budget
of £169.53m.

The Council has a member led Capital Review Group (CRG) who report to the Cabinet.
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(3 of 4)

The CRG terms of reference were updated in May 2022 following the election and because of the
Marble Arch Mound review we discuss on the Governance section of this report. Its purpose is to
oversee the general fund and HRA capital programmes and ensure they can absorb any unplanned
additional costs such as inflationary impacts. In 2023-24 this is still an area for improvement
identified by the Audit and Performance Committee on 24 July 2023. We are aware that council
spending has been impacted by Covid-19 but need to see the Council improving its capital
programme spending in 2023-24.

Budget monitoring at Council level shows revenue spending is well controlled. The outturn for 2022-
23 was a net underspend of £2.97m against an approved budget of £185m. This equates to a net
underspend of 1.6%. However, monitoring demonstrates the significant pressure in the Council faces
from demand for key service areas particularly temporary accommodation. In 2023-24 the Council
was projecting an overspend of £21m on Temporary Accommodation but is seeing increased
demand beyond that projection combined with a lack of sufficiency in places resulting in increased
costs. By period 3 it saw the same number of cases it predicted by year end. DSG is also under
pressure from increased demand for special education needs and from demand for short breaks.

How the body identifies and manages risks to financial resilience, such as unplanned
changes in demand and assumptions underlying its plans

The Council does include a discussion on emerging risk facing its MTFP in its budget papers. It
could enhance its financial risk discussion by linking these risks to the Council’s Corporate
Risk Register (CRR) and this is reflected in the risk management improvement
recommendation.

The Council use scenarios to set out worst, expected and best-case positions so they can mitigate
possible future financial risks. The Council does do this in its working papers.

The Council actively manages its budget variances and services try to mitigate pressures. As an
example, the outturn for 2022-23 shows that Adult Social continues to face challenges linked to high
demand for services and levels of needs. These challenges were managed by maximising
efficiencies and lobbying health partners for additional funding. This meant the adult social care
financial outturn is an underspend of £0.21m which is 0.3% of the net budget, £54.2m. The financial
position is positive because of £2m one-off funding received in-year from the Integrated Care Board
and £1m from the Department of Health and Social Care to offset cost pressures and allow
additional investment to support the hospital discharge process. The Council also creates reserves
to manage future pressures for example it created a Climate Change Reserve of £4.82m on 31
March 2021 and £4.29m on 31 March 2022. This is to support the delivery of the Climate Emergency
Action Plan.
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Financial sustainability (4 of 4)

How the body identifies and manages risks to financial resilience, such as unplanned changes in
demand and assumptions underlying its plans

There were significant pressures in general fund housing that impacted during 2022-23 and are continuing in
2023-24. Temporary accommodation outturn variance to budget was £6.8m. The number of households in
nightly rated accommodation at the end of 2022-23 increased to 120 from 20 in 2021-22. An average of 2,899
households were housed in temporary accommodation (compared to 2,692 in 2021-22) and the average net unit
cost of temporary accommodation increased from £67 per week to over £113 per week. This trend continued into
2023-24.

On 31 March 2022 the Council had £57.39m in its general fund balances, it had £19.38m in its HRA balances and
schools reserve of £3.84m. The Council has significant earmarked general fund reserves of £666.06m.

yension Fund

%he Council had net future pension liabilities of £661m on 31 March 2022 (£705m as of 31 March 2021) on an
IAS19 basis. The Westminster City Council Pension Fund is revalued every three years by an independent
CE'FtUOrU to set future contribution rates. The most recent actuarial revaluation, was in March 2022, assessed the
ension Fund’s funding level had increased to 128% from the 99% level in 2019.

The 2022-23 draft accounts identify some large year-on-year variances compared with the previous year. This is
mostly due to the £471m reduction in the valuation of the Council’s pension fund liabilities as the Pension Fund
is now 128% funded.

Both officers and the Pension Fund Committee monitor investment performance closely and refer to
independent investment advisers as necessary to ensure the Fund’s investments are being managed effectively.
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Governance (1 of 6)

We considered how the Council:

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

* approaches and carries out its annual budget setting
O process

(8 ensures effective processes and systems are in place

(D to ensure budgetary control; communicate relevant,
accurate and timely management information

O (including non-financial information); supports its
statutory financial reporting; and ensures corrective
action is taken where needed, including in relation to
significant partnerships

* ensures it makes properly informed decisions,
supported by appropriate evidence and allowing for
challenge and transparency. This includes
arrangements for effective challenge from those
charged with governance/audit committee

* monitors and ensures appropriate standards, such as
meeting legislative/regulatory requirements and
standards in terms of staff and board member
behaviour (such as gifts and hospitality or
declaration/conflicts of interests) and where it
procures and commissions services.

© 2023 Grant Thornton UK LLP. Confidential and information only.

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

Effective risk management enables councils to improve
governance, stakeholder confidence and trust; set strategy and
plans through informed decision making; evaluate options and
deliver programmes, projects, and policy initiatives; prioritise and
manage resources, manage performance, resources and assets;
and achieve outcomes.

The Council’s Risk Management Strategy 2022 was updated in July
2023 following an internal audit of the Council's risk management
arrangements. It has a complementary risk guide which helps
officers to understand more about risk. The Strategy does not set
out risk guidance for the Council’s companies which we would
expect to see. The Strategy says assurance is annual, but
assurance should be included in the Corporate risk register (CRR)
for each risk. The Strategy does not include a process for
escalating and de-escalating risk, although it is acknowledged that
if risk ratings reach a certain score, then they are automatically
escalated.

Currently the Strategy and Intelligence Team reviews and updates
the risk management strategy and maintains the Council’s
Corporate Risk Register and escalate top strategic risks to the
Executive Leadership Team through Quarterly Performance
Reporting. Risk owners and their Directors are responsible for
scoring risks, and they are aware that if they reach a certain
threshold, they are automatically escalated to the CRR.

The CRR includes risk reference, risk title, description, impact,
strategic or operational, risk category, likelihood, score, existing
controls, residual and target risk scores, proximity, risk owner, date
last updated. The CRR does not include a target risk date or
assurances, or direction of travel and does not map risks to
corporate objectives. The CRR does not include Council company
risks which we would expect to see. Westminster Builds does not
have its own risk register which we would expect to see given the
size of the company.

Commercial in confidence

The CRR is updated quarterly by all directorates, with significant
risks reviewed by senior management and members. An internall
audit review of risk management across the Council’s departments
was undertaken in 2022-23 which identified some improvements to
how risks are managed and reported. Potential improvements have
been identified which were being reviewed in November 2023 prior to
an action plan agreed.

We have made an improvement recommendation in respect of risk
management where the Council can continue to review and
enhance risk management arrangements in accordance with good
practice.

Internal Audit is provided by a shared services team which operates
across three London Boroughs (Royal Borough of Kensington and
Chelsea, City of Westminster, and London Borough of Hammersmith
and Fulham). This service also provides a counter-fraud service. The
in-house internal audit team was supplemented by resources from
Mazars LLP under a Framework arrangement with the London
Borough of Croydon and PwC under a Framework arrangement with
the London Borough of Barnet.

The Strategic Internal Audit Plan (2021-2026) sets out the medium-
term direction of the Internal Audit Service, this was updated in
2022-23. The Service also agreed the Audit Charter in 2021 and
again in 2022.
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How the body monitors and assesses risk and gains assurance over the effective
operation of internal controls, including arrangements to prevent and detect fraud
(continued)

In 2021-22 and 2022-23 the Internal Audit Service undertook a self-assessment to verify PSIAS
compliance which has identified general compliance with the Standards. In 2021-22 some
improvements were identified in reporting and audit planning. A peer review of compliance was
deferred from 2022-23 and took place in 2023-24.

The Internal Audit annual report for 2021-22 identified reasonable assurance concerning the
systems of internal control in place 86% of the 32 audits undertaken received a positive
(substantial or satisfactory) assurance opinion (95% in 2020-21). The Internal Audit team
followed-up 69 recommendations in 2021-22 with 62% of these fully implemented and 38%

patly implemented.

Annual Governance Statement (AGS) for 2021-22 was included in the Statement of
ABrounts. It identified three limited assurance audits were issued in 2021-22: Food Safety;
Ghildren’s Services Direct Payments; and Sayers Croft Outdoor Activity Centre. Most of the
asffons required in respect of the Children’s Services Direct Payments and Sayers Croft
Qutdoor Activity Centre were addressed before the end of the financial year. Further action
was required in respect of the Food Safety Service which required an additional follow-up in
2022-23.

An internal audit on housing complaints found they are not fully integrated with corporate
systems and reporting. The service has undergone changes in structure, roles and
responsibilities since the original audit was undertaken.

In February 2022, Audit and Performance Committee received the 2022-23 Audit Plan and the
revised b-year strategic plan. In September 2022, Full Council agreed to appoint an
Independent Person on the Audit and Performance Committee to strengthen the Committee.
This was operational by July 2023.

In July 2023, the Audit and Performance Committee were advised of reasonable assurance for
internal audit in 2022-23 with 24 audits were completed, three substantial, 18 satisfactory and
three limited assurance. Fifty-two recommendations were followed up in 2022-23 and 69% of
these were fully implemented and 31% partly implemented.
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In November 2022 Internal Audit reported on a limited assurance audit on Children’s
Placements: Operational and Financial Procedures which was included in the plan for 2021
22. This limited audit assurance related to historic over payments (dating back to 2017) due
to the misalignment of the ArtDB database and Mosaic case management system. A service
and finance led review was completed in 2020-21. In December 2020, the value of identified
over payments was £0.51m. By November 2021, this reduced to £0.28m and by June 2022 the
outstanding over payment figure was £0.20m. Audits of St Mary Magdalene Primary and
Queens Park Primary both received limited assurance along with an audit on continuing
healthcare.

The Corporate Anti-Fraud Service (CAFS) undertake proactive and investigatory work. In
2021-22 there were 151 proven cases (110 in 2020-21) assigned a value of £0.82m. There was a
significant increase in tenancy fraud, disabled parking fraud and fraud relating to business
grants. In 2022-23 CAFS investigated 451 cases, including 189 new referrals. Of these, 246
investigations were concluded during the year. The team identified 147 positive outcomes
with a value of £0.78m. Tenancy fraud significantly increased again in 2022-23 from 12 cases
in 2020-21 to 31 cases in 2022-23.

We note that the fraud cases do not include procurement. However, the procurement team
does consider the risk of fraud in their work and has got arrangements in place with suppliers
relating to collusion and anti-money laundering.

The Council’s Anti-Fraud and Corruption Strategy 2020-23 sets out the Council’s policy on
fraud and corruption. This Strategy aligns to the national strategy published by the Local
Government Association (LGA). It forms part of the Council's counter fraud framework, a
collection of interrelated policies and procedures including the Code of Conduct, Financial
Regulations and Whistle Blowing Policy. The fraud risk register identifies possible frauds to
which the participating authorities are exposed. Since April 2021, the Corporate Anti-Fraud
Service received three fraud referrals via the Whistle Blowing Policy in 2021-22 and one in
2022-23. In 2021-22 two were closed following a fact-finding investigation that could not
corroborate the content of the allegation, while the third was investigated. The 2022-23 case
was closed after fact-finding.
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Governance (3 of 6)

Whistleblowing considerations received in 2021-22

In 2021-22 we received a whistleblowing allegation direct to us in respect of certain capital
procurement arrangements. This considered whether the capital procurement undertaken had
complied with the Council’s procurement arrangements, whether the services procured were fit
for purpose and been received and whether, the subsequent investigation commissioned by the
Council was fit for purpose. On receipt of concerns and allegations, the Director of Corporate
Services commissioned an independent investigation. This was undertaken by a previous Chief
Internal Auditor, independent of the Council and was supported by the Council’s internal audit
and counter-fraud team, and HR. The internal audit team concluded no evidence of fraud.
However, they did identify a series of control improvements. This was a small capital
rocurement team, sitting out with the Council’s main procurement functions. There has been a

Qyubsequent restructuring of that team with the team members involved no longer employed by
(Che Council.
]

n reviewing the work undertaken by internal audit, the independent review, and the subsequent
odlisciplinary investigations, we noted areas where in the future Council arrangements could be
improved. In particular:

- Ensuring the Council’s monitoring officer was informed on a timely basis. The Council’s
monitoring officer, in this instance, given the subject area, would have been better placed to
independently commission a review.

- A more rigorous investigation into the potential fraud allegations, using suitable forensic tools
and analysis, including email analysis.

- The investigation first focused on the HR elements, and the wider disciplinary consideration.
The first point of consideration, should have been to consider and investigate potential fraud
and/or misappropriation.

We have raised an improvement recommendation on page 22.
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How the body approaches and carries out its annual budget setting process

In both 2021-22 and 2022-23, budget development was collaborative. It started in July once
the outturn was known. Executive Leadership Team (ELT) members were given savings
targets. They then worked with their directorate management teams over summer to develop
proposals that are fed into ELT collectively in October. In this meeting proposals were refined
and discussed with Portfolio Members before they are scrutinised by the Cabinet Member for
Finance.

An internal refresh of the MTFP is discussed between budget holders and finance, then in
November, each Cabinet portfolio member (Chair of the relevant Committee) has a
challenge session. As well as the portfolio holder, these meetings include the Lead Member
for Finance, the s151 officer (or deputy), the Chair of the Audit Committee and the Chief

-Becutive.

Dnese sessions provide an opportunity for challenge and review of both the budget, savings,
melines, political considerations, dependencies, investment requirements and RAG ratings.
s portfolios align to the Directorate structure, there is a direct correlation between the
Igor‘tfolio holder’s remit and the budget.

These then go to informal Cabinet and then to the formal Cabinet meeting. They also go to
an all-party budget scrutiny. Informal (non-public) Cabinet meetings are also held during the
budget setting process to discuss emerging issues and any inputs from the Budget Scrutiny
Task Group (BSTG). BSTG met on 13 February 2023. Its membership consists of four Majority
Group representatives and three Opposition Group representatives. They scrutinised the
draft budget in three sessions.

The Council has introduced zero-based budgeting for 2024-25 budget setting. The budget
setting processes has a good level of ownership and involvement. While there is no formall
public budget consultation the Council does conduct an annual residents survey that
informs its service and budget priorities.

How the body ensures effective processes and systems are in place to ensure budgetary
control

Individual budget holders have clear roles and responsibilities. Every month, budget holders
are provided with their budget monitor report. This gives monthly figures and expected
outturn. Variances are followed up in meetings with finance. This monitoring provides enough
information to budget holders to enable them to act promptly to manage their budgets. ELT
meets weekly and the Deputy Director of Finance also attends these meetings to present
budget position reports. ELT receives a monthly budget monitoring report following the
budget holder conversations.
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How the body ensures effective processes and systems are in place to ensure budgetary
control

Variances in budgets are explained well for members. Reasons for variances are clear such as the
rising demand for temporary accommodation and reduced income.

The governance around the capital programme is now led by the Capital Review Group (CRG).
The CRG reviews the strategic direction of the programme and ensures outcomes are aligned with
the Council’s strategic priorities.

Quarterly budget reporting is at a level of detail that enables the Audit and Performance
Committee to make effective decisions, i.e. not overly complex but not too simplistic either. The
Cabinet saw a report on the MTFP in July 2022 following the May elections to update the new
Cabinet on the medium-term budget assumptions approved at Full Council in March 2022 and
extend the MTFP for a further two years to 2026-27 to coincide with term of the new administration.

The Council reported as required on its Investment Strategy and Treasury Management in 2021-22
and in 2022-23. Reporting includes the required Prudential indicators. During 2022-23, the Council
maintained an under-borrowed position of £793m.

How the body ensures it makes properly informed decisions, supported by appropriate
evidence and allowing for challenge and transparency.

The Council undertakes an annual face-to-face residents survey to provide it with a robust and
representative insights of residents’ views. The survey findings and the intelligence from newly
formed resident panels is used to inform the Council’s Strategy, budget setting process and
medium-term financial plan.

Following local elections in May 2022 the administration changed and the membership of the
Audit and Performance Committee changed. It only has four elected members which is small. From
July 2023 it also now has an independent person.

n
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Marble Arch project

The Marble Arch project was commissioned in 2020-21 and was due to cost £2m. The Council
incurred a spend of £6.56m in 2021-22 and it closed in January 2022. This is poor value for
money; however, the Council has learnt lessons, and we are not making a recommendation
in this area as improvements are implemented.

The project governance and decision-making took place using Covid-19 emergency powers,

allowing the Council to make decisions, in an unusual situation. The project opened before it
was completed because of insufficient rigour in project management according to the

internal review. It also cost over three times the agreed budget. An internal review

commenced in August 2021 and was published and considered by Members in October 2021.
e review identified recommendations for the Council to take forward, learning lessons from
Qe project which it has since implemented.

February 2022, the Chief Executive presented an update report to the Scrutiny
ommission setting out the response to the original recommendations and two new
¢dcommendations arising from a meeting of the Business and Children’s Policy and Scrutiny
Committee on 27 October 2021. The Council has made improvements by:

. restructuring the Corporate Portfolio Management Office (CPMO);
. revising the Capital Review Group’s terms of reference;

. creating and appointing to the role of Deputy Chief Executive; and
. updating the member/officer protocol.

By February 2022, the CPMO function was restructured providing a business partner for
each Executive Director’s area of responsibility, and a corporate partner to oversee cross-
cutting projects and programmes. Business partners perform a challenge and assurance role
and report to the Council’s Change Board. ELT all attend the Change Board which meets
monthly. The terms of reference of the Capital Review Group were strengthened in early
2022 and revised in May 2022 to align with the new administration. A Deputy Chief Executive
is in post providing enhanced officer level oversight and additional leadership. She is
responsible for the Oxford Street Programme. A process is in place to review, record and
authorise the use of highways contracts by third parties (either internal or external). This
system went live in March 2022. The member / officer protocol was updated by October
2022.
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Wholly owned companies

In July 2021, the Cabinet received a report on Wholly Owned Company Governance that
recommended the establishment of a Shareholder Committee. This Committee, chaired by the
Leader of the Council, was established to provide oversight of the Council’s subsidiaries and
companies. It makes reports and recommendations to the Cabinet. It first met in December 2021.

Group accounts provide an overview of organisations subject to Council control. In 2022-23 these
were:

+ Westminster Community Homes Limited - a housing development vehicle.

* Westco Trading Limited -offering council services to public sector clients.

+ Westminster Housing Investments Group - delivery of affordable housing.

+ Paddington Recreation Ground Charity - maintains the park as open space in perpetuity.

Westminster Housing Investments Limited and Westminster Housing Developments Limited form
Westminster Builds. In March 2023, the Westminster Builds business plan was taken to the
Shareholder Committee. At the March 2023, Shareholder Committee, officers were asked
questions regarding the corporate structure of Westminster Builds and whether it was subject to
adequate scrutiny. Westminster Builds comprises two private limited companies with officers as
directors. The Capital Budget proposals for Westminster Builds projects over the next five years is
£215.08m funded by the Growth, Planning and Housing General Fund via a loan to Westminster
Builds. The loan financing to Westminster Builds for 2023-24 was forecast as £31.87m for Ebury
Phase 2, Luxborough, 300 Harrow Road and Westmead. The Deputy S151 who is a Board Director
for Westminster Builds identified it had no formal risk management arrangements in place in
November 2023.

The absence of a risk register, in a formal manner, for Westminster Builds has been
recognised within the risk management improvement recommendation.

Westminster Community Homes took its business plan for 2023-24 to the March Shareholder
Committee. It has a new Chief Executive who was also seeking to appoint external board

members to fill identified skills gaps. It was previously operating a five-person Board all nominated
by the Council.
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How the body monitors and ensures appropriate standards, such as meeting
legislative/regulatory requirements and standards in terms of officer or member
behaviour

Codes of Conduct for members and officers reinforce a public service ethos and high
standards of behaviour. These are supported by more detailed guidance such as, Anti-
Fraud, Bribery and Corruption strategies, and the Procurement Code.

Financial regulations are meant to be reviewed annually but the ones in the constitution are
dated October 2018. These also make no mention of the Council's businesses. We make an
improvement recommendation to update the Council's financial regulations.

The Council requires all employees to disclose any interests which may conflict with their
"Rliblic duty. It also requires employees in specified designated posts to complete o
Qeclarations of interest form on taking up the post and on changes in personal

ircumstances. ELT members maintain a register of pecuniary and personal interests for
eir area of responsibility. The onus is on employees to ensure their registration details are
curate and updated.

Pension Fund

A report is presented at each meeting of the Pension Fund Committee and Pension Board
setting out the risks faced by the Fund. The accounts set out the risks, the mitigating actions
and whether to treat or tolerate the risk. We identify that the two risk registers need
assurances and target risk scores adding and this is reflected in our risk management
improvement recommendation.

The Fund's Investment Advisor regularly attends meetings and provides guidance around
appointments of investment managers.

The Pension Fund published the required governance compliance statement in 2022-23. In
late 2022, the Pension Fund applied to the Financial Reporting Council to become a
signatory to the UK Stewardship Code which aims to make shareholders, who manage other
people's money, be active and engage in corporate governance in the interests of their
beneficiaries. The application was successful, and the Fund is now a signatory to the Code,
an accolade held by only a handful of LGPS Funds. The City of Westminster Pension Fund
report that as in January 2023, the value of investments to Russia or Ukraine within the
Pension Fund’s asset classes is valued at zero.
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Improvement recommendation 1

N Governance

T ) Improvement
recommendation 1

The Council needs to review its overall approach to risk management. Whilst it is recognised that risk is considered at key touch points, framed by a risk
management strategy the approach to risk is not always consistent and coherently visible, including arrangements to escalate and de-escalate risks between
Corporate and Service risk registers, improved reporting including direction of travel and how risk is then actively used to inform decision making.

Improvements, can then also flow through to project risk and the need for risk registers at the wholly owned Council subsidiaries. Currently the Council does not
have a dedicated risk management resource, and we believe this should be considered, to support future risk improvements.

Audit year

2021-22 and 2022-23

Why/impact

Effective risk management enables councils to improve governance, stakeholder confidence and trust; set strategy and plans through informed decision making;
evaluate options and deliver programmes, projects, and policy initiatives; prioritise and manage resources, manage performance, resources and assets; and
achieve outcomes.

Auditor judgement

2¢ obed

The Council’s arrangements for risk management could be further improved and strengthened.

Summary findings

Management Strategy is up to date, but it says assurance is annual, and assurance should be included in the Corporate risk register (CRR] for each risk. The
Strategy does not include a process for escalating and de-escalating risk, although it is acknowledged that there is automatic escalation if risk scores reach a
certain level. The CRR does not include a target risk date or assurances, or direction of travel. The CRR includes no Council company risks which we would
expect to see. Westminster Builds does not have its own risk register which it should have given the size of the company. Some risk improvement to the pension
fund risk arrangements are needed both risk registers need to add assurances and target risk scores.

Management
comments

The Council has reviewed and refined its overall risk management approach and is undergoing a further review process. These recommendations for further
improvement will be considered as part of that.
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Improvement recommendation 2

PN Governance

I
Improvement In future instances of allegations of fraud, the Council have an opportunity to strengthen its arrangements, in terms of the forensic investigation of the nature
recommendation 1 and how investigations are commissioned.
Audit year 2021-22
Why/impact Opportunity to be more forensic in the approach to fraud allegations, timely, to evidence, whether further investigations or referral via the Monitoring Officer is
required.

Auditor judgement The Council’s arrangements for counter-fraud forensic investigations could be strengthened.

N

Q Summary findings Whilst an investigation was concluded, the capital procurement team restructured and disciplinary matters followed up, leading to improved future controls

(9] the rigour of the review, for potential fraud could have been strengthen and the investigation been led by the Monitoring Officer.

N

w Management The Council will consider improvements in the Tri-borough Audit and Fraud function to strengthen these arrangements with the Council’s Monitoring Officer.
comments

© 2023 Grant Thornton UK LLP. Confidential and information only. Auditor’s Annual Report - City of Westminster Draft for Comment February 2024 21



Commercial in confidence

Improvement recommendation 3

IIT ) Governance

Improvement
recommendation 2

The Council needs to update its financial regulations and include reference to its businesses., and group structure.

Audit year

2021-22 and 2022-23

Why/impact

The Council’s financial regulations need to be re-reviewed and updated as appropriate to ensure they remain fit for purpose.

Auditor judgement

Financial regulations, as set out in the constitution, were last updated according to the document in October 2018. Through discussion, and review, we note
these were reviewed, in 2021 but updates not made.

Financial regulations are meant to be reviewed annually but the ones in the constitution are dated October 2018. These also make no mention of the Council's
businesses.

o

QD

«Q Summary findings

@D

N

B Management
comments

The Council will implement its review of the Financial Regulations in 2024/25. They were reviewed in 2021 and were considered to be sound, but changes were
not formally adopted.
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Improving economy, efficiency and
effectiveness (1 of i)

%

We considered how the Council:

Gg abed .
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uses financial and performance
information to assess performance to
identify areas for improvement

evaluates the services it provides to
assess performance and identify
areas for improvement

ensures it delivers its role within
significant partnerships and engages
with stakeholders it has identified, to
assess whether it is meeting its
objectives

where it commissions or procures
services assesses whether it is
realising the expected benefits.

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

The strategic vision for Westminster is set out in the Fairer Westminster
Strategy. It has five themes - Fairer Communities, Fairer Environment, Fairer
Economy, Fairer Housing and Fairer Council. The Strategy includes plans
for tackling inequalities, transitioning to a net zero carbon city, supporting
people to live well, building affordable housing, creating high-quality public
spaces, and ensuring Westminster’s economy thrives and that residents
benefit from it.

In 2021-22 performance reports include headline achievements, insight and
pressures, and a discussion on risk and KPls. They identify remedial action
taken to address under-performance. This provides an update on how the
Council are progressing against its KPls. However, there is no evidence of
benchmarking in 2021-22 or in 2022-23 with nearest neighbours which we
would expect to see reported. This continued into 2023-24.

The Annual Governance Statement 2022-23 identified the need to review
the format and usefulness of performance reporting and how it aligns with
the Fairer Westminster Strategy. In March 2023, the Cabinet approved the
Fairer Westminster Delivery Plan for 2023-24 which includes performance
measures for all five key strategic themes. In 2023-24 the Council reset its
outcomes following the change of Administration in May 2022.

Quarterly performance reports go to the Audit and Performance
Committee which in our view does not give the Cabinet the assurance it
needs against its own delivery plan. Regular reporting also goes to the ELT
led Innovation and Change Board.

In July 2023, the Audit and Performance Committee saw an end of year
performance report. It showed 84% of KPIs achieved their target in 2022-23
compared with 76% in 2021-22. It identified housing as being the service
most in need of improvement.

In 2022-23 the Council only replied to 47% of Stage 2 complaints in 20
working days against a target of 75%. This was a deterioration against
2021-22 performance of 55% on time. The key driver for this performance
was complaints about the housing service (323 of the 421 Stage 2
complaints received). Only 38% of housing related complaints were
responded to within target.

In September 2023, the Risk and Performance Board were told the Housing
Director was working to improve the housing performance management
framework, data quality and customer measures. The report also identified
inconsistency in the view of performance across directorates with some
directorates not providing corporate data that enabled outcomes to be
tracked.

We identify improvements that could be made in the Council’s
performance management arrangements including the performance
benchmarking. We make an improvement recommendation.

The Council could benefit from having a Local Government Association
(LGA] Corporate Peer Challenge to learn from other Councils especially on
performance, but it has not had one. The Local Government Association
(LGA] is the national membership body for local authorities working on
behalf of member councils to support, promote and improve local
government. It recommends councils have a Corporate Peer Challenge
(CPC]J every five years.

Ofsted carried out two inspections in 2022-23. In June 2022, a focused visit
carried out by Ofsted reported children at risk of extra-familial harm
receive excellent support and services in Westminster. Ofsted awarded a
good to an inspection of Westminster Adult Education Service.
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Improving economy, efficiency and
effectiveness (2 of 4) - proposed

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

In 2021-22 and 2022-23 the housing service needed improvement. The Council’s HRA Strategic
Asset Management Plan for 2021-22 and 2022-23 was dated 2013. The Council's housing
strategy, which focuses on supply of social housing, was dated 2015. While no longer a
statutory requirement, we would note that production of these strategies are aligned to best
practice standards . In 2021-22 and 2022-23 the Council achieved over 9% compliancy with
the decent homes standards.

In April 2023 the Council put in place a Corporate Housing Improvement Programme in
response to the Future Westminster Housing commission, findings from the housing
O ombudsman's and the lived experience of our residents. This is focused on ensuring the council
Q meets its responsibilities given the significant regulatory changes and improving the service
and experience for residents. This includes a focus on building safety, complaints, repairs and
our work with the most vulnerable. The Improvement Programme has two governance boards in
place, including an ELT Improvement Board.

The initial focus included a deep dive into compliancy areas including Gas, Electricity,

Fire, Water Safety, Asbestos, and Lift management. Survey work was also underway in
December 2023 to survey all communal fire safety doors and to carry out flat door checks. In
2022, the Council procured a one-year stock condition survey that delivered 720 internall
surveys and 632 external surveys, as part of a rolling stock programme. This has since been
supplemented by both procurement to a new condition survey provider and architype
condition surveys. The council has also commissioned Ridge & Partners LLP to build and
define a new Strategic Asset Management Plan (SAMP).

Since November 2022, mould, and damp reporting in the social housing properties the Council
manages increased by 82 cases per month - an increase of 72% from 2021-22. The Council
introduced an interactive online reporting form for residents to detail the issues and upload live
images to improve triage and prioritisation of cases.
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On 3 April 2023. the Housing Ombudsman issued a press statement. It found severe
maladministration in the Council after it failed to tackle damp and mould in a resident’s home
for over two years, despite knowing that there was a four-month-old living there when the
problem was first reported. The Council learnt lessons from this and put in place new
procedures for supporting residents and identifying vulnerability and recording it in its case
management system. It is also improving its vulnerability training for staff and contractors. In
October 2023, the Audit and Performance Committee saw an annual performance report from
the Housing Ombudsman. It showed increasing levels of maladministration from 2021-22 and
75% of all the Council's maladministration related to building safety compared with 52% of
other local authorities. Between 2021-22 to 2022-23 the maladministration rate increased from
29% to 61%. The Council used the 2022-23 Annual Complaints Review to learn from complaints.

In 2023-24 the Housing Health and Safety (HHSRS) Rating System surveys started in the
Council’s sheltered blocks. This included focusing on the most vulnerable on the Council's
estates ensuring capture of information around health and safety repair issues in tenants’
flats. This is continuing to roll out across the Council's sheltered schemes.

During 2022-23, the Corporate Complaints Team responded to 80% of stage 2 complaints on
target, the housing management service received 322 complaints and only responded to 32%
of these on time and only 26% of their stage 2 complaints were on target. Complaints
performance needs continued improvement including timeliness, quality of responses and the
experience for residents. Timeliness for April - October 2023 is at 53% and 47% at stage 1and
stage 2, respectively. Repairs related issues represented 78% of all complaints between
October 2022 and October 2023.

We identify a significant weakness in the Council’s housing services and make a key
recommendation on page 9.
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Improving economy, efficiency and

effectiveness (3 of 4)

How the body evaluates the services it provides to assess performance and identify
areas for improvement

Prior to Covid-19, the Food Safety Service was put under performance review by the Food
Standards Agency due to the backlog of Category D cases. At the start of the 2020-21 the
service had 487 new premises with visits outstanding. By June 2021, an additional 651 premises
had registered increasing the number of new registered premises due an initial visit to 1,138, by
the end of 2021-22 this increased to 1,278. The backlog for an initial 4-week visit dated to 2017.
Prior to Covid-19, the Service was put under performance review due to the backlog of
Category D cases.

Internal Audit reviewed the service in 2020-21 and reported limited assurance in June 2021. It
found the service did not have a formal strategy in place detailing the priorities of the Food
—CPtandards Service. The audit was followed up in March 2022 and identified a lack of capacity

Qjin the service. In July 2022, an agreement was made by the Director to outsource the

Qremainder of the Category D inspections. During contract monitoring misconduct by an
inspector was identified and they were removed, and an investigation held. The contract ended

NJn March 2023 and was not extended. The backlog of Category D inspections was then 830

~businesses. To address the remaining 830 Category D inspections, the service split these over
an 18-month period starting in July 2023. Since summer 2023, the food team completed 193
inspections leaving 637 remaining in the backlog.

We identify an improvement recommendation in respect of food safety and the need to
continue to complete the backlog.

In 2022-23 there were 28 upheld complaints to the Local Government and Social Care
Ombudsman. In the annual letter dated July 2023 the Ombudsman identified the Council had
acted on recommendations made in 24 cases during the year. However, in over a fifth of these
cases, the recommendations were not completed within the agreed timescales. The Council
often took significantly longer to complete service improvement recommendations; in one case
it took seven months instead of the agreed eight weeks and in another it took six months
instead of the agreed three. In three of the five cases where lateness was an issue related to
housing complaints. We include the need for more timely complaint resolution in our key
recommendation on housing improvement.
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Where the body commissions or procures services, how the body assesses whether it
is realising the expected benefits

The Council spends over £650m each year on third party services and contracts. We
identify some good practice relating to procurement. All projects over £100k must be
approved by the Commercial Gateway Review Board (CGRB). This board has a finance and
a legal officer, and procurement staff. All potential procurements must be accompanied by a
detailed written strategy setting out the VFM, ethical procurement considerations, planned
performance monitoring, and risk management arrangements. The Council has a
Responsible Procurement and Commissioning (RPC) Strategy 2022-2026 launched in
February 2022 which followed consultation workshops with around 100 suppliers, it was
updated post-election to align with ‘Fairer Westminster’. This is complemented by an Ethical
Procurement Policy, Supplier Charter and Westminster’s first Modern Slavery Statement.

The procurement service is structured around four specialisms: business partners who
provide commercial support to business areas and develop robust forward pipelines;
tendering activity for high value and more complex procurements; contract and supplier
management providing dedicated support for contract managers and monitoring supply
chain risk; policy, performance and systems providing responsible procurement expertise,
systems, data, policies, governance, and monitoring effectiveness of the procurement policy.

In 2022-23 pre-procurement engagement with suppliers increased to ensure that an
understanding of the supply market conditions informs procurements. Each Directorate
holds regular Procurement Boards, where Executive Directors and their leadership teams
oversee procurement activity in their areas, including pipelines of work and policy
compliance. An “E-Learning” module for contract managers was launched, including a test,
to promote a consistent understanding of good contract management practice. A new cloud-
based e-sourcing procurement and contract management system was procured.

The commercial pipeline has over 75 procurement projects over the next seven years, with a
value of £1bn. Some of the largest upcoming procurements include Church Street Site A Joint
Venture Partner (The total capex for Site A is £364m of which the Joint Venture development
partner would be funding £170m), Ebury Bridge Phase 2 Main Contractor (circa £300m),
Other upcoming procurements with GLA funding implications include: Westmead (circa
£32m project cost, circa £4m GLA funding) and Carlton Dene (linked to Adult Services).

Auditor’s Annual Report - City of Westminster Draft for Comment February 2024+ 256



Commercial in confidence

Improving economy, efficiency and

effectiveness (i of )

Where the body commissions or procures services, how the body assesses whether it is
realising the expected benefits (continued)

Public procurement regulations changed in January 2022 with limits set at £213,477 for supplies
and services and £5,336,937 for works. The Council’s procurement code was last updated in
March 2021. The Procurement Code has a link to the latest thresholds, as does the Procurement
Hub internal webpages where the Code sits.

In our AAR 2020-21 we recommended the contract register was updated to include contract

owners. The Annual Governance Statement for 2022-23 also identified the need to ensure the

completeness of the contracts register to ensure it contains details of all contracts over £0.1m and

all contract owners. In December 2023, the public contracts register is not updated and does not

clude contract owners. We note that the internal contracts register in January 2024 does
gyclude contract owners.

%ﬁe Council does not have a system to monitor contract KPls or SLAs, instead procurement is
reliant on the views of contract managers. Independent assurance is required, and the Council is
dppking for a system to improve real-time contract management performance.

The Council’s Procurement Code requires that contracts valued above £0.1m are awarded via a
competitive process. Occasionally, business risks or urgency mean that this is not possible, and a
contract must be awarded directly to a supplier without competition. In these cases, a ‘waiver’
from the requirements of the Procurement Code must be requested, which requires approval from
the Executive Director of the requesting Directorate, and the Director of Commercial Partnerships.
For the 2022 report, the Council had 88 waivers of this type, an average of 7 per month. This
represents an increase compared to the monthly average of 4 per month during the previous
period. In the 2023 report the Council identified 70 to end November.

In 2022, 74 non-compliant POs were raised, compared with 69 by November 2023. This represents
an increase compared to the monthly average of 3 per month during the previous period. The 74
includes 14 POs relating to complex housing needs, which were raised in July without supporting
contracts in place. This was due to delays in the Rough Sleeping Initiative funding announcement,
meaning contractual arrangements could not be made in time.

The main reasons for non-compliance include POs raised against contracts which have expired;
POs raised when there is no contract in the system; or the total value of the PO exceeds the total
contract value. Non-compliant POs are investigated with the relevant service area, with the aim of
putting a contract (or contract variation) in place as soon as possible.

In the 12 months preceding the 2023 report, inflation impacts on existing contract costs
(particularly in the construction sector) have led to some POs being raised above the total value
of the contract prior to a contract variation having been completed.

© 2023 Grant Thornton UK LLP. Confidential and information only.

The Procurement Team is implementing a new invoicing process “eStore” on a phased basis
from December 2023, which will make it more difficult to raise a PO without a supporting
contract. The process includes adding a contract reference for POs.

The Council extended its Waste Contract with Veolia after seeking legal advice and issuing
a VEAT notice in August that was live for a month in August 2023.

The implementation of the new buying team from January 2024 has increased visibility and
transparency of procurement activity between £25k and £100k guaranteeing compliance
with our internal procurement code as well as ensuring we achieve value for money on each
opportunity. Previously this was left to officers within Departments with no review or audit
from a procurement perspective. The team supports council officers to understand the
procurement processes and encourage them to go to market rather than Direct Award to the
incumbent or a preferred supplier. A key part of the new team's role is to review and approve
POs between £2bk - £100k, the aim of this is to ensure compliance with the procurement
code for all spend in this threshold.

We identify two areas where the Council needs to improve its procurement and contract
management arrangements and make an improvement recommendation.

Pension Fund

During 2021-22, the administration costs increased by 65% to £1.62m, largely because the
pension administration moved from Surrey County Council to Hampshire County Council,
which incurred a large one-off fee. Governance and oversight costs in 2021-22 remained in
line with 2020-21. Investment management costs increased by 30% in 2021-22 to £11.3m. The
market value of investments decreased by £100m to £1,859m over the quarter to 31 March
2022.

In June 2022, the Council’s Pension Committee received a summary of the performance of
Hampshire Pension Services (HPS) with KPls for the period February 2022 to April 2022. They
reported 100% compliance with the agreed KPIs. They repeated this performance to October
2022. In October 2022, the performance report identified a cyber security issue at
Hampshire County Council meant the member portal for the pension was taken offline and
vulnerability tested, and assurance was in place. This meant members living outside of
European were blocked from the system and alternative arrangements made with them. The
report also identified work on counter-fraud. The funds data was uploaded for the Biannual
National Fraud Initiative (NFI) and are still being matched.
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Improvement recommendation i

o: Improving economy, efficiency and effectiveness

@)

Improvement
recommendation

2

The Council should look to further improve performance management. Improving the link between the corporate performance management framework and the service
performance, to outcomes expected and then actual in-year performance. Linked to this, performance measures should be set, which can be suitably used to
benchmark performance including formally reviewing performance compared to comparable London boroughs. This will support the Council’s continued drive for
continuous improvement.

Audit Year

2021-22 and 2022-23

Why/Impact

The Council can look to improve its arrangements for performance management and ensure it has a golden thread to the corporate plan is in place and performance is
reported alongside nearest neighbours where possible. It could also act further to identify and address poorly performing services, and those which are high cost but
low quality.

62 abed

Auditor judgement The Council’s arrangements for performance management could be strengthened in line with recommended practices.

Summary findings

In 2021-22 and 2022-23 the Council did not include benchmarking with its nearest neighbours in its performance reports which we would expect to see and could have
had clearer links between stated outcomes and corporate objectives in the performance reporting.

Management
comments

The Council has put in place a formal Performance Board meeting regularly in the last 12 months and further enhancements to improve performance management will
be considered including benchmarking that currently is only done on a targeted basis. The Council has already arranged for an LGA Corporate Peer Challenge to
happen in 2024.
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Improvement recommendation 5

@ Improving economy, efficiency and effectiveness

0 abed

Improvement

recommendation 3

The Council needs to ensure it has sufficient resource to deliver minimum service standards and reduce the back log on food safety inspections. We have raised this
as an improvement recommendation in recognition of all the work the Council has undertaken to date, including addressing the internal audit action plan
recommendations. The backlog is reducing but acknowledged still in existence.

Audit Year

2021-22 and 2022-23

Why/Impact

The Council has a statutory responsibility to meet minimum service standards and we have identified a gap in these arrangements in both years relating to food
safety. The Council has a legal responsibility for enforcing food hygiene law and taking action to prosecute if businesses are failing to comply with hygiene
requirements.

Auditor judgement

The Council’s arrangements for food safety can continue to be strengthened.

Summary findings

We have identified a failure to meet minimum service standards in food safety in 2021-22 and in 2022-23 that continued into 2023-24. Prior to Covid-19, the Food
Safety Service was put under performance review due to the backlog of Category D cases. At the start of the 2020-21 the service had 487 new premises with visits
outstanding. By June 2021, an additional 651 premises had registered increasing the number of new registered premises due an initial visit to 1,138, by the end of 2021-
22 this increased to 1,278. The backlog for an initial 4-week visit dated to 2017. Prior to Covid-19, the Service was put under performance review due to the backlog of
Category D cases.

Internal audit reviewed the service in 2020-21 and reported limited assurance in June 2021. It found the service did not have a formal strategy in place detailing the
priorities of the Food Standards Service. The audit was followed up in March 2022 and identified a lack of capacity in the service. In July 2022, an agreement was
made by the Director to outsource the remainder of the Category D inspections. During contract monitoring misconduct by an inspector was identified and they were
removed, and an investigation held. The contract ended in March 2023 and was not extended. The backlog of Category D inspections was then 830 businesses. To
address the remaining 830 Category D inspections, the service will split these over an 18-month period starting in July 2023. Since summer 2023, the food team
completed 193 inspections leaving 637 remaining in the backlog. Internal audit have closed their action plan as implemented, with a follow up planned for March
2024, which we will follow up on, in our future VFM work programme.

Management
comments

The Food Safety service is on track to achieve the inspection programme in its high-risk premises for this financial year. Due to the reallocation of resources and difficulties in the
hospitality sector during the pandemic there is a backlog of food safety inspections in our lowest risk premises (rated D&E) across the Borough. Our Covid recovery plan focused on
our highest risk premises alongside new premises, in accordance with the Food Standards Agency Covid recovery plan. We are now in a position to deliver against a roadmap to
ensure that the backlog of inspections is cleared before October 2024. Additional funding streams have been identified to resource the addition of Agency Staff and overtime for
existing staff to complete these low-risk inspections.
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Improvement recommendation 6

Improving economy, efficiency and effectiveness

Improvement
recommendation &

The Council needs to improve its procurement and contract management arrangement by;
* reducing its waivers and non-compliant POs.
implementing a system to monitor real-time contract performance of its key contract.

Audit year

2022-23

Why/impact

The Council has an important responsibility to ensure that procurement and contract management arrangements maximise the use of public finances, that
value for money is achieved, and procurement delivers strategic priorities.

Auditor judgement

The Council’s arrangements for procurement and contract management could be further enhanced.

1€ abed

Summary findings

In 2022-23 the Council experienced an increased use of waivers and non-compliant POs compared with 2021-22. The Council does not have a system to monitor
contract KPIs or SLAs, instead procurement is reliant on the views of contract managers.

Management
comments

The average monthly numbers of waivers and non-compliant POs have increased in 2021-2 and 2022-3, when compared to the previous period (April - Oct
2021). However, because we only began measuring these KPls in April 2021, the previous period only covered 6 months, rather than a full year, and was not
representative of fluctuations in different financial quarters, making a comparison less useful. Significant work has been done since 2021 to increase awareness
of procurement policy and of these exceptions processes, and this has uncovered areas where suppliers were working without a contract in place, leading to a
contract having to be direct-awarded to reduce risk to the council whilst a competitive process is run. The types of exceptions captured by the waiver process
have also been widened to cover additional risks to the council - both of these resulting in increased numbers of waivers. Without this addition in scope, the
waiver total for 2023 would be 61, a reduction of 27 (30%) against the previous year.

The implementation of the new buying team from January 2024 has increased visibility and transparency of procurement activity between £25k and £100k
guaranteeing compliance with our internal procurement code as well as ensuring we achieve value for money on each opportunity. Previously this was left to
officers within Departments with no review or audit from a procurement perspective. Officers within the team are able to support council officers better
understanding procurement processes and encouraging them to go to market rather than Direct Award to the incumbent or a preferred supplier. A key part of
the new teams role is to review and approve POs between £2bk - £100k, the aim of this is to ensure compliance with the procurement code for all spend within
this threshold. This acts as a safety net in terms of capturing any spend that does not go through the new team.

In early 2024/25 we are moving to a contract management system linked to our tendering system which will include KPI collection as well as contract
administration and storage. The system has been procured and contract signed. We are implementing tendering system for April 2024 with the linked contract
management system to follow.
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Follow-up of previous recommendations

Recommendation Type of Date raised Progress to date Addressed? Further action?
recommendation
1 While interests declared by members are available on  Governance 31 March 2021in  Done in draft by October Yes No
their individual biographies on the website, the Council Improvement the AAR 2020-21.  2023.

should consider the creation of a central, online
register of members’ interests. This would enable a
review of the interests of the Cabinet or of a specific
Committee as a whole.

2 The roles and responsibilities around maintaining this  Economy, 31March 2021in  The external contracts No Yes, as part of our improvement
Capk register should be formalised and implemented.  efficiency and the AAR 2020-21.  register update is not recommendation on page 29.
Consideration should also be given to including grant  effectiveness complete.
funded contracts with the voluntary, community and Improvement

T faith sectors in a similar database or register.
jab)
«Q
@D
w
N
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Appendix A - Responsibilities of the Council

Public bodies spending taxpayers’ money are accountable
for their stewardship of the resources entrusted to them.
They should account properly for their use of resources and

manage themselves well so that the public can be confident.

Financial statements are the main way in which local public
bodies account for how they use their resources. Local
public bodies are required to prepare and publish financial
atements setting out their financial performance for the
@or. To do this, bodies need to maintain proper accounting
cords and ensure they have effective systems of internal

(pentrol.

(X local public bodies are responsible for putting in place
oper arrangements to secure economy, efficiency and

effectiveness from their resources. This includes taking
properly informed decisions and managing key operational
and financial risks so that they can deliver their objectives
and safeguard public money. Local public bodies report on
their arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement
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The Chief Financial Officer (or equivalent] is responsible for
the preparation of the financial statements and for being
satisfied that they give a true and fair view, and for such
internal control as the Chief Financial Officer (or equivalent)
determines is necessary to enable the preparation of
financial statements that are free from material
misstatement, whether due to fraud or error.

The Chief Financial Officer (or equivalent] or equivalent is
required to prepare the 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. In preparing the financial statements, the Chief
Financial Officer (or equivalent) is responsible for assessing
the District Council’s ability to continue as a going concern
and use the going concern basis of accounting unless there
is an intention by government that the services provided by
the Council will no longer be provided.

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.

£
E
o
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Appendix B - An explanatory note on
recommendations

A range of different recommendations can be raised by the Council’s auditors :

Type of recommendation Background Raised within this report Page reference

Statutory Written recommendations to the Council No N/A
under Section 24 (Schedule 7) of the Local
Audit and Accountability Act 2014.

y The NAO Code of Audit Practice requires that  Yes 6-9
where auditors identify significant
weaknesses as part of their arrangements to
secure value for money, they should make
recommendations setting out the actions that
should be taken by the Council. We have
defined these recommendations as ‘key
recommendations’.

Ge abed

Improvement These recommendations, if implemented Yes Pages 22, 23, 28, 29
should improve the arrangements in place at
in the Council but are not a result of
identifying significant weaknesses in the
Council’s arrangements.
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GrantThornton

grantthornton.co.uk
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‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more member firms,
as the context requires. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. GTIL and each
member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not
obligate, one another and are not liable for one another’s acts or omissions. This proposal is made by Grant Thornton UK LLP and is in all respects subject to the negotiation, agreement and
signing of a specific contract/letter of engagement. The client names quoted within this proposal are disclosed on a confidential basis. All information in this proposal is released strictly for
the purpose of this process and must not be disclosed to any other parties without express consent from Grant Thornton UK LLP.
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The contents of this report relate only to the
matters which have come to our attention,
which we believe need to be reported to you
as part of our audit planning process. Itis
not a comprehensive record of all the
relevant matters, which may be subject to
change, and in particular we cannot be held
responsible to you for reporting all of the
risks which may affect the Authority or all
weaknesses in your internal controls. This
report has been prepared solely for your
benefit and should not be quoted in whole or
in part without our prior written consent. We
do not accept any responsibility for any loss
occasioned to any third party acting, or
refraining from acting on the basis of the
content of this report, as this report was not
prepared for, nor intended for, any other
purpose.

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

Joanne Brown

Key Audit Partner

T 0141223 0848

E Joanne.E.Brown@uk.gt.com
Nick Halliwell

Senior Manager

T 020 7728 2469

E nick.j.halliwell@uk.gt.com
Serena Mohd Shariff
Assistant Manager

T 020 7865 2576

E Serena.Mohd.Shariff@uk.gt.com
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This paper provides the Audit and Performance Committee with a report on
progress in delivering our responsibilities as your external auditors.

The paper also includes:

* asummary of emerging national issues and developments that may be relevant to you as
a local authority; and

* includes a number of challenge questions in respect of these emerging issues which the
Committee may wish to consider (these are a tool to use, if helpful, rather than formal
questions requiring responses for audit purposes)

Members of the Audit and Performance Committee can find further useful material on our
website, where we have a section dedicated to our work in the public sector. Here you can
download copies of our publications https://www.grantthornton.co.uk/en/services/public-
sector-services/

If you would like further information on any items in this briefing, or would like to register with
Grant Thornton to receive regular email updates on issues that are of interest to you, please
contact either your Engagement Lead or Engagement Manager.


https://www.grantthornton.co.uk/en/services/public-sector-services/
https://www.grantthornton.co.uk/en/services/public-sector-services/
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Progress as at February 2024

Financial Statements Audit

All work is now concluded on the 2021-22 and 2022-23 Audit, following the
reporting of our Annual Auditors Report, to this Committee.

Pre-Christmas we commenced planning activities for the 2023-24 audit. We
will be concluding our planning work for the 2023/24% audit in March, in
which interim as well as the remainder of the planning work will be
completed.

Our interim fieldwork includes:

Updated review of the Authority’s control environment
Updated understanding of financial systems

Review of Internal Audit reports on core financial systems

Understanding how the Authority makes material estimates for the
financial statements

O obed -

* Early work on emerging accounting issues

* Early testing of payroll for starters and leavers and change of
circumstances.

At the end of March, we plan to issue a detailed audit plan, setting out our
proposed approach to the audit of the Authority's 2023/24 financial
statements.

Following on from the conclusion of the previous year audits we had a
lessons learned session, between the audit team and the finance team. This
resulted in a series of actions being agreed by both teams, to take forward
into the current year’s audit.

© 2023 Grant Thornton UK LLP.

Value for Money

Under the 2020 Code of Audit Practice, for local government bodies
auditors are required to issue our Auditor’s Annual Report no later
than 30 September or, where this is not possible, issue an audit letter
setting out the reasons for delay.

The National Audit Office(NAO]have issued Auditor Guidance Note 3
(AGN 03] in relation to Auditors” Work on Value for Money (VFM])
Arrangements for 22-23 audits.

The ongoing delays in local audit continue to significantly impact
audited bodies and the financial reporting and auditing process and
may therefore affect the timing of when the work on VFM
arrangements set out in AGNO3 is performed and reported.

The guidance states that the auditor should perform the procedures
required as part of their work on VFM arrangements under AGN 03
and issue their Auditor’s Annual Report when their work is complete.

For 2022/23 audits, the NAO have confirmed that where the Auditor's
Annual Report cannot be issued by 30 September it should be issued
no more than three months after the date of the opinion on the
financial statements for all local government bodies.

We have issued our final Annual Auditor’s report for 2021-22 and 2022-
23 at this meeting, within the deadlines set out by the NAQO.



Audit Deliverables
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2023/24 Deliverables Planned Date Status
Audit Plan March 2024 Not Due yet
We are required to issue a detailed audit plan to the Audit and Performance Committee setting out our

proposed approach in order to give an opinion on the Authority’s 2023/24 financial statements and to issue a

commentary on the Authority's value for money arrangements in the Auditor's Annual Report

Audit Findings Report November 2024 Not yet due
The Audit Findings Report will be reported to the November Audit and Performance committee.

Auditors Report November 2024 Not yet due
This includes the opinion on your financial statements.

Auditor’s Annual Report December 2024 Not yet due

“Urhis report communicates the key outputs of the audit, including our commentary on the Authority's value for
(@ money arrangements.

D
D
=

© 2023 Grant Thornton UK LLP.



Sector Update

Authorities continue to try to achieve greater efficiency in
the delivery of public services, whilst facing challenges to
address rising demand, ongoing budget pressures and
social inequality.

Our sector update provides you with an up to date
Bimmary of emerging national issues and developments to

upport you. We cover areas which may have an impact on
(our organisation, the wider local government sector and
e public sector as a whole. Links are provided to the
Retailed report/briefing to allow you to delve further and
find out more.

Our public sector team at Grant Thornton also undertake
research on service and technical issues. We will bring you
the latest research publications in this update. We also
include areas of potential interest to start conversations
within the organisation and with Audit and Performance
Committee members, as well as any accounting and
regulatory updates.

© 2023 Grant Thornton UK LLP.

Grant Thornton Publications

Insights from local government sector
specialists

Reports of interest

Accounting and regulatory updates

More information can be found on our dedicated public sector and
local government sections on the Grant Thornton website by
clicking on the logos below:

Local

Public Sector
government
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DLUHC proposals to clear audit backlog

A range of proposals and actions to address the backlog of local audits in England

has been set out by the Department for Levelling Up, Housing and Communities
(DLUHC).

These include setting statutory deadlines and issuing qualifications and disclaimers of
opinion in the short term.

The proposals have been agreed in principle with key partners across the local audit
system, DLUHC said. The National Audit Office [NAO# is considering whether to
develop a replacement Code of Audit Practice to give effect to the changes, the
department added.

In addition, DLUHC is considering whether legislative change is needed to set new
statutory deadlines for local bodies to publish accounts to mirror the proposed
changes to the Code of Audit Practice.

posals which may impact the audit of opening balances within the accounts for

Legislative change may also be needed to address any knock-on effects of the
@ure years, the department said.

URder these proposals, section 151 officers will be expected to work with Audit and
ormance Committee members (or equivalent) to approve the final accounts by
t¥ statutory deadline in order for the audit opinion to be issued at the same time.

This has resulted in the consultation below being sought which can be read in
full here:

www.gov.uk/government/consultations/addressing-the-local-audit-backlog-in-
england-consultation/addressing-the-local-audit-backlog-in-england-consultation

We would encourage you to consider responding to the various consultations that
have been undertaken.

DLURC

www.gov.uk/government/consultations/addressing-the-local-audit-backlog-in-
england-consultation

FRC

www.frc.org.uk/library/supervision/local-audit/consultations-on-measures-to-address-
local-audit-delays/

NAO

www.ndo.org.uk/code-of-audit-practice-consultation/

© 2023 Grant Thornton UK LLP. 7
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Exploring the reasons for delayed publication of audited
local authority accounts in England - Grant Thornton

Recent performance against target publication dates for audited locall
authority accounts in England has been poor. There are some reasons
for optimism that there will be an improvement in the timeliness of
publication of audited accounts as foundations are being laid for the
future.

In this report we explore the requirements for publication of draft and
audited accounts and look at some of the reasons for the decline in
performance against these requirements over time. Only 12% of audited
accounts for 2021/22 were published by the target date of 30 November
2022. There is no single cause for the delays in completing local
authority audits, and unfortunately there is no quick solution in a
complicated system involving multiple parties. We consider a variety of
factors contributing to delays, note the measures which have already
been taken to support the local audit system and make
recommendations for further improvement.

v abed

There are some reasons for cautious optimism that the system will begin
to recover and there will be a gradual return to better compliance with
publication targets. However, we consider that these are outweighed by
a number of risk factors and that the September deadline for audited
accounts set by DHLUC is not achievable in the short term and also not
achievable until there is further significant change in local audit and
local government.

We note the following matters that are yet to be tackled:

* clarity over the purpose of local audit

* the complexity of local government financial statements

* agreement on the focus of financial statements audit work

* animprovement in the quality of financial statements and working
papers

© 2023 Grant Thornton UK LLP.

an agreed approach to dealing with the
backlog of local government audits

Government intervention where there are
significant failures in financial reporting

processes O,
nt7770,,,t°n

All key stakeholders including local audited Ap

bodies, the audit firms, the Department for out t”'he

Levelling Up Housing and Communities, PSAA, 5o, ,/

djg, d/g ”’S Fegs,

“"L'Dnty " delayey
Ount Iy bl:ccm

the NAO, the FRC and its successor ARGA,
CIPFA and the Institute of Chartered
Accountants in England and Wales will need to
continue their efforts to support a coherent
and sustainable system of local audit,
acknowledging that it will take time to get
things back on track.

’-h.,,m%

We make recommendations in our report for
various stakeholders, including Audit
Committees and auditors, and include a
checklist for consideration by management
and Audit Committees within an Appendix to
the report.

Read the full report here:

Report: key challenges in local audit accounting |
Grant Thornton
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Call for sanctions for late accounts amid fears of ‘more
Woking’s - public accounts committee (PAC)

The Commons’ public accounts committee (PAC] published a
report, Timeliness of local auditor reporting, which highlights problems
caused by the delays to local audit.

Just 12% of local government bodies received their audit opinions in time to
publish their 2021-22 accounts by the extended deadline. The committee
warned that the problem is likely to get worse before it gets better.

The report points out that there are no sanctions for failing to produce
.6coounts on time, for either auditors or councils.

he PAC and others have been concerned about the implications of audit
(Melays and Sir Geoffrey Clifton-Brown said cases like that of Thurrock
JSouncil and Woking Borough Council demonstrate why this issue needs to
@k addressed. Both councils had years of unaudited accounts when they
declared themselves effectively bankrupt due to excessive levels of debt.

© 2023 Grant Thornton UK LLP. 9
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Around 700,000 children are studying in schools that
require major rebuilding or refurbishment works - NAO

The Department for Education has published guidance on school buildings which
were constructed using reinforced autoclaved aerated concrete - a lightweight form
of concrete prone to failure.

https://educationhub.blog.gov.uk/2023/09/04/new-guidance-on-raac-in-education-

settings/

UThe NAO also published a report this summer about the declining condition of the

@school estate. The UK’s independent public spending watchdog’s report found that

® more than a third (24,000) of English school buildings are past their estimated initial

hdemgn life. These buildings can normally continue to be used, but are generally more
expenswe to maintain and, on average, have poorer energy efficiency leading to
higher running costs.

In recent years, there has been a significant funding shortfall contributing to
deterioration across the school estate. The department for Education (DfE] has
reported £7 billion a year as the best practice level of capital funding to repair and
rebuild the school estate.

The report says DfE has assessed the possibility of a building collapse or failure
causing death or injury as a ‘critical and very likely’ risk since summer 2021. The
report highlighted ongoing concerns with the use of reinforced autoclaved aerated
concrete (RAAC] - used between the 1950s and mid-1990s. DfE has been considering
the potential risk posed by RAAC since late 2018, following a school roof collapse.

Read the full report here

https://www.nao.org.uk/press-releases/condition-of-school-buildings-and-dfe-
sustainability-overview/

© 2023 Grant Thornton UK LLP. 10
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LGPS valuation gives ‘cause foroptimism’ - Hymans
Robertson

Many Local Government Pension Schemes are in a stronger position than three years ago to meet future member benefits,
pension advisors have said following the most recent valuations.

Despite market instability brought on by Covid-19 and exacerbated by Russia’s invasion of Ukraine, the overall funding level rose
to 107% of past service in March 2022, compared to 98.5% in 2019, Hymans Robertson said in a report.

Analysts reviewed the triennial valuations of 73 of the 86 LGPS funds, and said that on average fund asset values rose by 27.5%
up to March 2022.

Hymans Robertson said the better-than-expected funding outlook has prompted a reduction in employer contributions, from 21.9%
.ﬁ pay in 2019 to 20.8% in 2022.

obert Bilton, head of LGPS valuations at Hymans Robertson, said: “Our analysis gives cause for optimism that the outlook for the 4
Mng-term funding sustainability of the LGPS is robust, not least due to the hard work that has taken place across all funds over
fie last decade and longer. A

“While the good news is welcome, the hard work doesn’t stop, and it is important that funds use the next two years to continue to
systematically review their risks to keep them in the best place possible ahead of the valuations in 2025.” V‘

The report said funding levels rose by the most for schemes that were already better-funded in 2019, but balances increased f
“across the board” in all funds that were reviewed.

Researchers said higher asset values mean funds will only need to deliver real investment returns of about 1.5% per year over the M/ M

next 20 years to ensure they are fully funded. V/ M/ w

Hymans said it expects more than three-quarter (77%) of funds to be able meet the annual level of investment returns by 2040.

“This is a very positive funding position for the LGPS, Considering that, not so long ago, the Scheme Advisory Board had set up a
‘deficit working group’ and the significant market events that the LGPS has had to navigate in recent years.” \
“Being in such a strong position is a testament to the diligent and hard work of administering authorities over the last decade.” ‘
Read the full report here

LGPS 2022 Valuation - the big picture.pdf (hymans.co.uk]
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Sustainability reporting in the public sector -

CIPFA

CIPFA said, ‘Sustainability reporting in the public sector is in its infancy,
and there is an evolutionary journey to be embarked upon - sooner rather
than later.”

Sustainability reporting is the recording and disclosure of an organisation’s
environmental impact caused by its activities. It has been widely adopted in
the private sector, but in the public sector it is not the same story.

Having a clear understondin% of the overall carbon footprint of the public
ctor is vital if we are to tackle climate change, find solutions and
gghcourage sustainable development, said CIPFA.

%IPFA report states, ‘the answers and positive steps to addressing the most
ressing challenges around public sector sustainability questions. The
%.wrent patchwork of public sector sustainability reporting frameworks are
Rconsistent and confusing. The report draws on already existing standards
and frameworks that are relevant and useful to the pubﬁc sector, rather
than trying to reinvent the wheel.’

Alignment to financial reporting

The report recommends an approach that aligns sustainability reporting
with the wider practice of financial reporting. The four key areas in this
approach are governance, the management approach, performance and
targets, and strategy. ‘Public sector sustainability reporting: time to step it
up’ provides public finance professionals with a good understanding of
what information needs to be disclosed and the process in producing a high
quality report.

Read the full report from CIPFA here
Sustainability Reporting (cipfa.org])

© 2023 Grant Thornton UK LLP.
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