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forvss
) mazars



Introduction



Introduction

Purpose of the Auditor’s Annual Report

Our Auditor’'s Annual Report (AAR) summarises the work we have undertaken as the auditor for Darlington Borough Council (‘the Council’) for the year ended 31 March 2025. Although this report is addressed to the Council, it is
designed to be read by a wider audience including members of the public and other external stakeholders.

Our responsibilities are defined by the Local Audit and Accountability Act 2014 and the Code of Audit Practice (‘the Code’) issued by the National Audit Office (‘the NAO’). The remaining sections of the AAR outline how we have
discharged these responsibilities and the findings from our work. These are summarised below.

By

Opinion on the financial statements

We issued our audit report on 23 February 2026. Our audit report included a disclaimer of
opinion. This means our audit report did not express an opinion on the financial statements
and no assurance was provided. It was necessary to issue a disclaimer of opinion as
amendments to the Account and Audit Regulations introduced a statutory deadline for
publication of the Council’s financial statements. We were unable to complete the audit
procedures necessary to obtain sufficient appropriate audit evidence on which to base our
opinion before the date the Council published its audited financial statements.

Reporting to the group auditor

As a result of the backstop arrangements and our intention to issue a disclaimer of opinion
on the Council’s financial statements, we anticipate reporting to the National Audit Office
(NAO) that we are unable to complete the mandatory audit procedures specified in their
Group Audit Instructions. We are awaiting confirmation of when and how this should be
reported to the NAO.

il

Value for Money arrangements

We have not identified any significant weaknesses in the Council’s arrangements to
secure economy, efficiency and effectiveness in its use of resources. Section 03 provides
our commentary on the Council’s arrangements.
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Audit of the financial statements

Our audit of the financial statements

Our audit was conducted in accordance with the requirements of the Code, and International Standards on
Auditing (ISAs). The purpose of our audit is to provide reasonable assurance to users that the financial
statements are free from material error. Amendments to the Accounts and Audit Regulations introduced a
deadline for publication of local authorities’ audited 2024/25 financial statements.

Prior to issuing our audit report, the ISAs require us to determine whether we have obtained sufficient
appropriate audit evidence based on the audit procedures completed at that date. We concluded we had not
obtained sufficient appropriate audit evidence to enable us to express an opinion on whether the financial
statements present a true and fair view and have been prepared, in all material respects, in line with the Code
of Practice on Local Authority Accounting. Consequently, as required by the ISAs, we modified our audit
report and issued a disclaimer of opinion. This means, in our audit report issued on 23 February 2026, we
have not expressed an opinion on the Council’s financial statements.

Impact of the disclaimed audit opinions for 2022/23 and 2023/24 on the
2024/25 audit

The Council received a disclaimed audit opinion in 2022/23 from our predecessor auditor. This meant that we
were unable to complete our 2023/24 audit in advance of the backstop date of 28 February 2025 and we had
to issue a disclaimed opinion on the 2023/24 financial statements for the Council.

We concluded that we had not obtained sufficient appropriate audit evidence to enable us to express an
opinion on whether the financial statements presented a true and fair view and had been prepared, in all
material respects, in line with the Code of Practice on Local Authority Accounting. Consequently, as required
by the ISAs, we modified our audit report and issued a disclaimer of opinion. This means, in our audit reports
issued on 24 February 2025, we did not express an opinion on the Council’s 2023/24 financial statements.

In our Audit Strategy Memorandum 2024/25, dated 23 September 2025, we explained that we were hoping
that guidance would be available to enable us to rebuild assurance for the disclaimed audit year using a ‘Proof
in Total’ approach. At the Audit Committee on 13 October 2025 we were still awaiting guidance, but on 1
December 2025, we reported via an e-mail update that the ‘rebuilding assurance’ guidance could not be
issued, and that our firm alongside others in the sector, could not come up with a ‘proof in total’ approach that
was consistent with the requirements of International Standards of Auditing (ISAs).

This meant that we would have to issue another disclaimed opinion on the 2024/25 audit.

Work on the 2024/25 financial statements

We agreed with the Council that despite having to issue another disclaimed opinion we would seek to
complete as much of the 2024/25 audit as we were able to prior to the backstop date. This will place us in a
good position to move towards an unqualified opinion in future years.

We have completed a substantial amount of our planned work, but we have not been able to complete all of
our audit procedures for 2024/25. We estimate that we completed 65% of our planned procedures relating to
the 2024/25 financial statements.

The process we undertook was helpful in identifying issues that the Council can now address in its 2025/26
preparation of the financial statements.

We reported our findings in relation to the 2024/25 audit in our Audit Completion Report and this is
summarised in Appendix A of this report.
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VFM arrangements — Overall summary

Approach to Value for Money arrangements work

We are required to consider whether the Council has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. The National Audit Office (NAO) issues guidance to
auditors that underpins the work we are required to carry out and sets out the reporting criteria that we are
required to consider. The reporting criteria are:

X

Financial sustainability - How the Council plans and manages its resources to ensure it can
continue to deliver its services.

00

—

s

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

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

(o=

Our work is carried out in three main phases.

Phase 1 - Planning and risk assessment

At the planning stage of the audit, we undertake work so we can understand the arrangements that the
Council has in place under each of the reporting criteria; as part of this work we may identify risks of
significant weaknesses in those arrangements.

We obtain our understanding or arrangements for each of the specified reporting criteria using a variety of
information sources which may include:

» NAO guidance and supporting information
» Information from internal and external sources, including regulators
» Knowledge from previous audits and other audit work undertaken in the year

* Interviews and discussions with officers

Although we describe this work as planning work, we keep our understanding of arrangements under review
and update our risk assessment throughout the audit to reflect emerging issues that may suggest there are
further risks of significant weaknesses.

Phase 2 - Additional risk-based procedures and evaluation

Where we identify risks of significant weaknesses in arrangements, we design a programme of work to enable
us to decide whether there are actual significant weaknesses in arrangements. We use our professional
judgement and have regard to guidance issued by the NAO in determining the extent to which an identified
weakness is significant.

We outline the risks that we have identified and the work we have done to address those risks on page 10.

Phase 3 - Reporting the outcomes of our work and our recommendations

We are required to provide a summary of the work we have undertaken and the judgments we have reached
against each of the specified reporting criteria in this Auditor's Annual Report. We do this as part of our
Commentary on VFM arrangements which we set out for each criteria later in this section.

We also make recommendations where we identify weaknesses in arrangements or other matters that require
attention from the Council. We refer to two distinct types of recommendation through the remainder of this
report:

* Recommendations arising from significant weaknesses in arrangements - we make these
recommendations for improvement where we have identified a significant weakness in the Council’s
arrangements for securing economy, efficiency and effectiveness in its use of resources. Where such
significant weaknesses in arrangements are identified, we report these (and our associated
recommendations) at any point during the course of the audit.

» Other recommendations - we make other recommendations when we identify areas for potential
improvement or weaknesses in arrangements which we do not consider to be significant, but which still
require action to be taken.

The table on the following page summarises the outcome of our work against each reporting criteria, including
whether we have identified any significant weaknesses in arrangements, or made other recommendations.
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VFM arrangements — Overall summary

Overall summary by reporting criteria

: o C t
Reporting criteria pa;::;:er:'eanr({e Identified risks of significant weakness? Actual significant weaknesses identified? | Other recommendations made?

X

f [| | |] Financial sustainability 11 Yes — see page 12 No Yes — see page 15
| Governance 19 No No No
<> Improving economy,
< efficiency and 23 No No No
N effectiveness
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VFM arrangements

Financial Sustainability

How the body plans and manages its resources to
ensure it can continue to deliver its services




VFM arrangements — Financial Sustainability

Risks of significant weaknesses in arrangements in relation to Financial Sustainability

We have outlined below the risks of significant weaknesses in arrangements that we have identified as part of our continuous planning procedures, and the work undertaken to respond to each of those risks.

Risk of significant weakness in arrangements

Financial sustainability

Based on the 2025/26 Medium Term Financial
Plan (MTFP), the Council’s general reserves have
decreased significantly and, in common with many
other local authorities, the Council faces
challenging budget pressures, particularly in
children’s services and social care.

This represents a significant risk in respect of the
following principle of the financial sustainability
criteria:

Unsustainable planned use of reserves to bridge

funding gaps or significant use/reliance on
reserves to cover unplanned spending

12

Work undertaken and the results of our work

Work undertaken

We have reviewed and evaluated the Council’s 2024/25 Medium Term Financial Plan (MTFP) and considered the final financial outturn position for 2024/25 including
the achievement of savings targets and the impact on the Council’s reserves. We have reviewed the Council’s progress against actions identified across MTFP
projects, with a focus on actions around Children’s services and social care, including obtaining evidence to support the actions taken by the Council to address the
overspends and any future budget gaps. We have also considered the 2025/26 MTFP and the draft 26/27 MTFP as well as the latest financial projections of the
outturn position in 2025/26.

Results of our work

The 2024/25 MTFP covers a 4 year period up to 2027/28 and was approved by the Council in February 2024. The MTFP highlights that the Council has had to deal
with some significant financial challenges including rising inflation, higher energy costs, an increase in demand in social care and children’s services. This has meant
that the Council is operating with an underlying deficit requiring the use of significant contributions from general fund reserves to balance the MTFP. The Council’s
policy has been to build up reserves to provide time for the economic growth plan to come to fruition and to consider the outcome of the spending review and local
government finance settlements. The Council included an additional £4.661 million in the MTFP to cover financial pressures and a further £1.292 million for Children’s
Services.

In 2024/25, General fund balances reduced by £4.568 million from £13.777 million to £9.209 million and earmarked reserves reduced by £12.336 million from £46.528
million to £34.192m. Total usable reserves and balances (excluding the HRA, capital receipts and capital grants unapplied) have therefore reduced by £16.906 million
from £60.307 million to £43.401 million. The Council achieved delivery of its £4.019 million savings targets in 2024/25.

The 2024/25 MTFP initially forecast contributions from reserves of £34.1 million up to 2027/28 (excluding the £7.347 million in 2024/25). However, the Council only
has circa £16.4 million of reserves to support the revenue budget (including a £5.350 million risk reserve within earmarked reserves and circa £1.5 million group joint
profits). The 2024/25 MTFP forecasted that general fund balances would be fully depleted by 2026/27.
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VFM arrangements — Financial Sustainability

Risks of significant weaknesses in arrangements in relation to Financial Sustainability continued

Work undertaken and the results of our work (continued)

As part of our review, we have considered the approved 2025/26 MTFP. This recognised that the significant additional demand for services was putting an unprecedented pressure on affordability. A significant review and
challenge of all services has been undertaken with savings of £3.651m achieved in 2025/26 and a further £17.781m planned across the MTFP through back-office efficiencies, restructuring, and income generation which do
not affect front line service delivery in 2025/26. Based on the revised 2025/26 MTFP, general fund balances are now forecast to be depleted in 2027/28 which is an improvement on the 2024/25 MTFP position but still
represents a challenging financial position for the Council as set out in the table below which is included in the 2025/26 MTFP:

2025/26 2026/27 2027/28 2028/29
£'m £'m £m £'m

Opening balance 11.458 8.389 4.584

Increase in risk reserve -0.65 0 0 0
Release of earmarked reserves 0.22 0 0 0
Contribution from reserves -2.639 -3.805 -4.024 -5.716
Closing balance 8.389 4.584 0.56 -5.156

The Quarter two financial monitoring report for 2025/26 was taken to Cabinet in November 2025. The main area of overspending in 2025/26 relates to Childrens’ Services with a projected overspend of £4.352 million —
mainly due to the adoption and placement budget overspend of £4.117 million. There were also significant overspends in the previous two years (2023/24 £4.394m, 2022/23 £3.061m). The Council acknowledges that it is
facing significant pressures from increases in the complexity of need and the lack of suitable provision for children in care. This is not only impacting on Darlington but is a regional and national issue that has been a
pressure for all Councils with social care responsibilities in recent years. The Council has invested in their own provision through placement sufficiency which has provided positive outcomes to date, but this takes time to
build capacity. The Council continues to lobby the Government to highlight the pressures that Councils face to deliver statutory services, particularly the issues with supporting the complex needs of children in care. This is
not an indication of significant weaknesses in arrangements but remains a significant financial pressure for the Council across the MTFP.

forvss
" mazars



VFM arrangements — Financial Sustainability

Risks of significant weaknesses in arrangements in relation to Financial Sustainability continued

Work undertaken and the results of our work (continued)

The financial position has been updated again for the 2026/27 MTFP in February 2026 and reflects the final 3 year local government finance settlement. This increases the core spending power for the Council by 14.9%
between 2025/26 and 2028/29, including additional grant of £3.2m in 2026/27, with further additional increases of £1.0m in 2027/28 and £0.7m in 2028/29. When combined with an increase in Council Tax of 4.99% for each
year (including the social care precept) and after additional pressures and savings, there will be an in year budget gap of circa £5.4m in 2026/27, £2.5m in 2027/28 and then an anticipated surpluses in 2028/29 of £0.9m and
£2.1min 2029/30. The deficits in the first two years can be fully covered by unallocated reserves, with a balance of £3.6m unallocated reserves remaining in 2027/28 (excluding an additional £6m of risk reserve held in the
accounts). From 2028/29 a surplus of in year resources over in year expenditure is anticipated, meaning reserves will increase from 2028/29 onwards.

Whilst the finance settlement was not as favourable as expected in the draft 2026/27 MTFP, along with a projected improvement in 2025/26 outturn position increasing estimated reserves, gives an improvement in resources
of £1.994 million across the life of the MTFP (compared to the draft MTFP for consultation), this is a much improved position to the 2025/26 MTFP agreed in February 2025.

The use of reserves to meet the deficits on the annual budget over the last few years has meant that the these are now at a lower level than is comfortable for a Council of this size, complexity and risks it is facing. The
Council still holds £34 million of earmarked reserves but these are largely held for future commitments and not for supporting the annual revenue budget. The Council are hopeful that the economic growth plan will help to
eliminate any future budget pressures that may arise in the MTFP. In the meantime, the Council’s policy is to protect existing services as far as possible.

The Council is continuing to look for opportunities to improve the financial position including:

* Reviewing all service provision for efficiencies and cost savings;

» Maximising income wherever possible;

* Promoting economic development to increase business rates;

* Revisiting Minimum Service Level (MSL) savings proposals, many which were not progressed in the 2025/26 MTFP;
» Exploring future investment opportunities and Joint Ventures to provide additional income streams; and

» Examining other partnering opportunities.

The Council has set a balanced budget in 2026/27 so has time to implement any changes that are needed for future years of the MTFP.

Whilst we have not recognised this as a significant weakness in arrangements, we have raised an ‘other recommendation’ to recognise the financial pressures that the Council is experiencing.
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VFM arrangements — Financial Sustainability

Risks of significant weaknesses in arrangements in relation to Financial Sustainability continued

Other recommendation

The Council needs to continue to manage the financial position to ensure that contributions from reserves in 2025/26 are minimised, particularly in Children’s Services where there are significant financial pressures. It will
also be important to achieve savings targets to avoid increasing the reliance on the already depleted revenue reserves.

The Council needs to consider some of the initiatives it has identified to address the underlying deficit and prevent a further draw on reserves to balance the budget. The Council cannot allow itself to use all of its reserves
and may need to take ‘difficult’ decisions if the position does not improve.
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VFM arrangements — Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria

How the Council identifies significant financial pressures that are relevant to its short and medium-
term plans

In February 2024, the Council approved its Medium Term Financial Plan (MTFP) for the period 2024/25 to
2027/28. The MTFP outlines the key risks and uncertainties facing the Council, including cost pressures,
future funding arrangements, volatile income streams, and potential fluctuations in the cost of delivering
demand-led services. Our review of the MTFP and its underlying assumptions found no evidence of
significant weaknesses in the Council’s financial planning arrangements.

The Council is aware of the considerable challenges it faces, particularly the uncertainty surrounding long-
term Government funding. A primary area of demand pressure is Children’s Services, where the number of
‘Looked After Children’ has increased over the past three years, with cases becoming more complex and
costly. These pressures are consistent with regional and national trends.

The assumptions underpinning the MTFP are not unreasonable. There is no indication of over-reliance on
income streams or unplanned dependence on reserves. However, the Council’s strategy includes the planned
use of general fund balances to address the funding gap, which is expected to be fully utilised by 2027/28, as
detailed in our response to the risk of significant weakness (see pages 12—-14).

Finance staff collaborate with service managers to identify potential pressures and savings over the four-year
MTFP period. These are reviewed and agreed upon by the relevant Assistant Director or Director and
subsequently presented to the Chief Executive for further scrutiny and challenge.

Budgets are delegated to operational managers, who monitor them monthly. Financial performance is
reported quarterly to Cabinet Members. The Council’s financial outturn reported the projected general fund
reserves as £12.607 million (including group reserves), a £1.15 million increase from the planned balances in
the 2025/26 MTFP which required a contribution from reserves of £7.347 million.

Our work did not identify any evidence to indicate a significant weakness in arrangements for 2024/25.
How the Council plans to bridge funding gaps and identifies achievable savings

The 2024/25 Medium-Term Financial Plan (MTFP) outlines the Council’s strategic response to a challenging
financial landscape marked by significant risks and uncertainties. These include escalating cost pressures,
evolving funding mechanisms, volatile income streams, and unpredictable expenditure associated with
demand-led services. In 2024/25, the Council delivered on its £4.019 million savings programme and the
2025/26 MTFP has set out further savings of £21.4 million across the MTFP up to 2028/29 to deal with the
financial pressures.

16

The approved 2025/26 MTFP forecast that general fund balances would almost be fully depleted by the end
of 2027/28. However, the Council has chosen to bridge the gap in the MTFP with contributions from general
fund balances rather than to cut vital services as they consider the medium to longer term financial position
will be more favourable for the Council. This aligns with one of the Council’s key objectives which is to grow
the economy to secure longer term financial sustainability. The Council also has £34 million of earmarked
reserves including a £6 million risk reserves which could be used to support the revenue budget if required.

The 2025/26 Quarter two financial monitoring report was taken to Cabinet in November 2025. The main area
of overspending relates to Children’s Services with a projected overspend of £4.352 million, mainly due to the
adoption and placement budget overspend of £4.117 million. The Council acknowledges that it is facing
significant pressures from increases in the complexity of need and the lack of suitable provision for children in
our care. This is not only impacting on Darlington but is a national issue that has been a pressure for all
Councils with social care responsibilities in recent years. The Council has invested in their own provision
through placement sufficiency which has provided positive outcomes to date, but this takes time to build
capacity. The Council continues to lobby the Government to highlight the pressures that Councils face to
deliver statutory services, particularly the issues with supporting Children’s complex needs.

The financial position has been updated again for the 2026/27 MTFP in February 2026 and reflects the final 3
year local government finance settlement. This increases the core spending power for the Council by 14.9%
between 2025/26 and 2028/29, including additional grant of £3.2m in 2026/27, with further additional
increases of £1.0m in 2027/28 and £0.7m in 2028/29. When combined with an increase in Council Tax of
4.99% for each year (including the social care precept) and after additional pressures and savings, there will
be an in year budget gap of circa £5.4m in 2026/27, £2.5m in 2027/28 and then an anticipated surpluses in
2028/29 of £0.9m and £2.1m in 2029/30. The deficits in the first two years can be fully covered by
unallocated reserves, with a balance of £3.6m unallocated reserves remaining in 2027/28 (excluding an
additional £6m of risk reserve held in the accounts). From 2028/29 a surplus of in year resources over in year
expenditure is anticipated, meaning reserves will increase from 2028/29 onwards.

Whilst the finance settlement was not as favourable as expected in the draft 2026/27 MTFP, along with a
projected improvement in 2025/26 outturn position increasing estimated reserves, gives an improvement in
resources of £1.994 million across the life of the MTFP (compared to the draft MTFP for consultation), this is
a much improved position to the 2025/26 MTFP agreed in February 2025.

Our work did not identify any evidence of a significant weakness in arrangements for 2024/25. However, we
have raised an ‘other recommendation’ on page 15 to highlight the downward trajectory of the Council’s
financial position and the risk to its future financial sustainability should the underlying deficit not be

addressed.
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VFM arrangements — Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria - continued

How the Council plans to bridge funding gaps and identifies achievable savings (continued)

Capital is monitored throughout the year at Cabinet in the same way as revenue. Overall a significant
programme is being delivered with a wide variety of capital improvements undertaken throughout the Borough
during 2024/25. The Council has an established Capital Projects Team that operates to a capital project
management methodology.

The Assets Management & Capital Review Board perform a strategic gate-keeping role on capital projects
and considers their governance arrangements. The Assets Management & Capital Review Board is chaired
by the Executive Director of Environment, Highways and Community Services with membership from chief
officers with responsibility for capital projects, Council assets and those with specific technical, financial and
legal expertise to challenge and monitor the programme.

Our work did not identify any evidence to indicate a significant weakness in arrangements for 2024/25

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

The Council agreed a new Corporate Plan covering the period 2024-2027. The Council has a revenue budget
management process in place to support the sustainable delivery of services and capital expenditure
monitoring reports with financial commitments and business case reviews which are taken to the Strategic
Leadership Team / Extended Leadership Team. These are designed to support sustainable delivery in
accordance with strategic and statutory priorities.

The annual business planning process provides the link between finances and the Council’s strategic and
statutory priorities. The plan drives the resourcing and financial plans for the organisation, resulting in the
annual budget and the MTFP. The financial plans recognise the ongoing pressure the Council faces and the
impact on its reserves strategy. We confirmed that in-year monitoring reports detail the pressures faced by
the Council and highlight where mitigating action is required.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
How the Council ensures that its financial plan is consistent with other plans

The MTFP is under the same directorship as workforce, capital, investment and operational planning to help
ensure consistency.

17

The Council’s Treasury Management and Capital Strategy is reviewed annually and forms a critical
component of its financial planning framework. It outlines the Council’s approach to managing risks and
events related to cash flow, treasury management, and borrowing. The strategy supports the delivery of a
multi-year capital programme, underpinned by a suite of prudential indicators used to monitor financial
performance and sustainability.

The Extended Leadership Team, which consists of all the Assistant Directors of the Council, meet on a
weekly basis and all of the above plans are discussed as appropriate to ensure consistency, that they remain
fit for purpose and agree with the Council’s overall vision.

The management team of the Council, consisting of all the Directors, meets independently of the Extended
Leadership Team to discuss the strategic direction of the Council. Both meetings have the MTFP as a
standing item and receive the revenue budget management reports quarterly.

The Executive Director of Resources and Governance has regular scheduled meetings with other Directors of
Resources in the Tees Valley where common aims are discussed and agreed and to share best practice
ensuring some form of consistency across the Tees Valley.

The MTFP considers the implication on the workforce, health and safety, social value, legal, financial and
equality and diversity.

This is supported by ‘Business Case’ documentation to ensure capital projects go through a robust business
case documentation process and the revenue implications of capital investment decisions are fully considered
and form part of the MTFP planning and budget setting process. We confirmed these plans and strategies are
considered and approved by Council alongside the MTFP and budget decisions each year

Risk management is also considered in terms of financial plans and we observed that risk-registers are
regularly updated and reported to the Cabinet throughout the year.

The MTFP and associated strategies are formally considered and approved each year, alongside the annual
budget. Cabinet receives updated iterations of the strategy throughout the year, informed by quarterly budget
monitoring reports. The MTFP for 2024/25 was reviewed in February 2024.

The annual budget process includes reviewing the Council’s reserves. We confirmed a review was completed
in 2024/25 to ensure funding set aside remains in line with strategic and statutory priorities. This is evidenced
in the outturn reports presented to the Cabinet during the financial year.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria - continued

How the Council identifies and manages risks to financial resilience

When establishing the MTFP, the Council adopts a risk-based approach looking at relevant external factors
such as changes in government policy, the state of the economy and the impact on demand for services. The
plan identifies the risks and uncertainties facing the Council in terms of cost pressures, future funding
arrangements, volatile income levels and potential variations in the costs of the delivery of demand-led
services.

The Council has a risk reserve of £5.3m that identifies potential changes in demand which is subject to
regular review. This reserve has increased to £6m in 2025/26. The Council also has specific earmarked
reserves for known or potential risks. In addition, as part of the MTFP, contingency budgets may be added for
known demand and other risks.

The Council has an established risk management framework, with regular updates provided to the Audit
Committee. Financial reporting includes clear summaries of performance, highlighting key variances and their
causes so that appropriate action can be taken to ensure that any risks identified can be built into future
plans.

A key element of the Council’'s planning process is that the areas of potential risk, which could adversely
impact on the ability to meet objectives set out in the Council Plan, are identified together with the officer
responsible for managing that risk. These risks are plotted on to a standard likelihood and impact risk matrix.
The risks plotted on the matrices are now categorised as ‘Strategic Risks’ and linked to the relevant objective
in the Council Plan, where appropriate. This is to ensure there is a greater focus on managing the risks to the
Council delivering the objectives set out in the Council Plan and to ensure more effective management of
inter-departmental risks.

The Council maintains a corporate risk register which contains risks that are influenced by both external
factors that can arise from outside the Council and internal risks which can stem from normal operations
which can impact on the achievement of the Council’s priorities. The risk register is reviewed by Assistant
Directors constantly for the position on the risk matrix and reported through Audit Committee on a half yearly
basis.

While the Council has a good track record of delivering savings, the scale of required savings across the
MTFP presents a considerable challenge. This has been reflected in our ‘other recommendation’ in response
to the significant risk outlined on pages 12 to 14.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements

Governance

How the body ensures that it makes informed
decisions and properly manages its risks




VFM arrangements — Governance

Overall commentary on the Governance reporting criteria

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

The Council’s constitution sets out how the Council operates, how decisions are made and the procedures
which help to ensure that governance arrangements are efficient, transparent and accountable to local people.
The Constitution includes details on Council Committees, the Cabinet, Scrutiny, Scheme of Delegation,
appointment to outside bodies, Procedures Rules, Codes of Conduct for Members and Officers/employees,
Anti-Bribery and Corruption Policy and Procedures, Corporate Governance and various other protocols and
procedures. Additional governance documents, including the Gifts and Hospitality Register and Codes of
Conduct, are available via the legal section of the Council’s website.

The Council operates a comprehensive risk management framework aligned with its strategic priorities. This
framework supports informed decision-making and safeguards the Council’'s reputation and assets. Key
components include:

» ldentification and evaluation of risks prior to mitigation planning;

» Strategic risk categorisation using a standard likelihood/impact matrix;

» Integration of risk management into service planning and performance monitoring.

Risk reporting is coordinated by the Complaints & Information Governance Manager, who liaises with service
groups to produce both Corporate and Group-level Risk Registers. These are reviewed biannually by the Audit
Committee, with the Risk Management Strategy presented to Cabinet.

In addition, Assistant Directors/Heads of Service are required to complete Annual Managers’ Assurance
Statements, confirming that appropriate controls and procedures are in place to manage identified risks
effectively.

The Council shares its Internal Audit service with Stockton Borough Council, operating a risk-based audit
approach across all services. Key features include:

* An audit dashboard accessible to Assistant Directors and Directors;

* Quarterly reporting of audit outcomes to the Audit Committee;

*  Compliance with Public Sector Internal Audit Standards.

The 2024/25 Head of Internal Audit Opinion confirms that the Council continues to have an appropriate, and

overall, effective system of internal control, upon which it can place reasonable reliance to deliver the Council’s
objectives.
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The Council has adopted a Local Code of Corporate Governance aligned with the principles of the
CIPFA/SOLACE Framework: Delivering Good Governance in Local Government. This is reflected in the Annual
Governance Statement (AGS), which outlines the Council's commitment to maintaining standards of
governance and accountability. The Audit Committee is responsible for the independent review and approval of
the AGS which was completed in July 2025. The role of the Audit Committee also includes considering the
work of External Audit, Internal Audit and Finance Management and making recommendations concerning
relevant governance aspects of the Constitution.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
How the Council approaches and carries out its annual budget setting process

The Council’s Medium-Term Financial Plan (MTFP) recognises the inherent risks and uncertainties associated
with future cost pressures, funding arrangements, income volatility, and the delivery of demand-led services.
The planning process is informed by engagement with regional local authority partners and relevant
stakeholders.

The Council starts its budget setting cycle in July with Finance Officers liaising with service managers and
reviewing the previous year’s performance as well as the current MTFP budgets before identifying any potential
changes to services. A set of guidance notes is produced by corporate finance to ensure a consistent
approach.

Any changes to services are identified early and discussed and agreed between finance support, service
managers and the relevant Assistant Director so that the Strategic Leadership Team can review, challenge and
discuss with the relevant portfolio holder.

Our review of the Council’s budget-setting arrangements - through analysis of meeting minutes, direct
observations, and discussions with officers - did not identify any significant weaknesses. Reporting
demonstrates an awareness of the financial challenges ahead and a structured approach to managing them.

The draft MTFP is presented to Cabinet in December to allow a consultation period with the public/relevant
stakeholders and scrutiny committees and then presented to Cabinet and full Council in February for approval
and subsequent implementation.

The continuous revenue budget management also contributes to the budget cycle as this allows most
pressures/savings or potential amendments to the MTFP to be identified at an early stage.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Governance

Overall commentary on the Governance reporting criteria - continued

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

The Council uses a Financial Management System (FMS) to automatically distribute monthly budget reports to
managers. Reports include detailed forecasts based on actuals, budgets, and known commitments, and follow
a risk-based approach: high-risk areas, such as children's social care placements, receive monthly updates with
child-specific projections, while low-risk areas are reviewed quarterly. High-risk budgets involve closer
collaboration with finance teams.

Quarterly reports are taken to scrutiny and Cabinet with a final outturn report taken at the end of year. This
provides evidence to support the in-year budget management processes.

Budget management outcomes are reported to the Strategic Leadership Team and Extended Leadership
Team. Assistant Directors hold monthly briefings with portfolio holders to provide financial updates. Quarterly
reports are reviewed by the Economy & Resources Scrutiny Committee, which scrutinises the budget position
and submits comments and recommendations to Cabinet.

The reports are presented to Cabinet every quarter to enable Members to analyse the ongoing financial
situation as evidenced through our comments on the MTFP in the financial sustainability section of this report.
Budget managers have responsibility in their job descriptions and will discuss their budgets with their
manager/Assistant Directors.

Quarterly financial reports are submitted to Cabinet to support Member analysis of the Council’s financial
position, as evidenced through of review of the MTFP. Budget managers regularly review and discuss budget
performance with their managers and Assistant Directors.

The financial statements were submitted for audit in 2023/24 on 24 June 2024. However, due to the backstop
arrangements, we were unable to complete our audit and disclaimed our audit opinion in February 2025. The
financial statements for 2022/23 were also subject to a disclaimed opinion by the predecessor auditor. The last
completed audit of the financial statements was in 2021/22 which resulted in an unqualified opinion. It is
important to note that the disclaimed opinions in both 2022/23 and 2023/24 were due to well-publicised delays
in the audit sector and not due to any weaknesses in the Council’'s arrangements. The financial statements for
both years were approved in good time for audit and supported by working papers. The financial statements for
2024/25 were submitted for audit before 30 June 2025.
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Performance is monitored through regular reviews conducted by performance teams in collaboration with
management. Key performance indicators (KPIs), aligned with the Council Plan, are assessed via performance
clinics involving Assistant Directors, Directors, and the Chief Executive. Outcomes are reported to Scrutiny
Committees and Cabinet. While performance is variable, this is typical for an organisation of this scale and
complexity and does not reflect any significant weaknesses in arrangements.

A review of Council minutes confirms that financial and non-financial performance was reported regularly
throughout the 2024/25 financial year. Financial updates included quarterly budget movements, forecast
outturns, in-year pressures, and planned mitigations. The final outturn was broadly consistent with the position
reported to Members during the year.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

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

Governance arrangements are defined in the Council’s Constitution, which outlines operational structures,
decision-making processes, and procedures that promote transparency and efficiency. This includes details on
Council committees, Cabinet functions, scrutiny arrangements, the Scheme of Delegation, and appointments to
external bodies.

The Audit Committee meets quarterly to review and challenge key governance areas, including the Annual
Statement of Accounts, risk management, internal audit, treasury management, and significant partnerships. It
also oversees strategies and policies such as taxation, ICT, information governance, ethical standards, and
member conduct.

All reports are subject to impact assessments covering health and wellbeing, the Council Plan, efficiency,
budget policy, carbon impact and climate change, children and care, and diversity. Finance, Procurement, and
Legal Services review reports prior to submission, and portfolio holders are briefed to ensure Cabinet Members
have the necessary information for informed decision-making.

The Council publishes the outcomes from external reviews and inspections from regulatory bodies and
monitors the implementation of any recommended actions through the performance management framework.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Governance

Overall commentary on the Governance reporting criteria - continued

How the Council monitors and ensures appropriate standards are maintained

The Council maintains a number of governance policies and procedures, which staff and Members are required
to read and acknowledge. Compliance statistics and outcomes of any remedial actions are regularly reported to
the Audit Committee.

The Council’'s Constitution sets out how the Council operates and how decisions are made. This is a detailed
document setting out rules of procedures, codes and protocols, functions including the scheme of delegation
and covers the areas we would expect to see in a Council’s constitution.

Policies and procedures include the Codes of Conduct for Members, officers and employees, an Anti-Bribery
and Corruption Policy and the Gifts and Hospitality Registers for Members and Officers which are reported on
the Council's website for transparency. These registers disclose any interests that may influence decision-
making. Non-compliance may result in disciplinary action.

The Council’s Internal Audit function provides independent assurance on governance standards and fraud
prevention. The Annual Governance Statement evaluates the effectiveness of the Council’'s governance

framework, supported by Managers’ Assurance Statements and the Local Code of Governance embedded
within the Constitution.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Improving Economy, Efficiency and Effectiveness

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria

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

Performance teams review performance with management. Performance improvements and key performance
indicators (KPI's) are reported through officers and a performance clinic is held with Assistant
Directors/Directors/Chief Executive with a suite of internal KPIs linked to the Council Plan that are reviewed and
reported to scrutiny committees and Cabinet. Performance is mixed but this is not unusual for an organisation
of this size and complexity and is not indicative of significant weaknesses in arrangements.

The Council utilises benchmarking data, comparing performance and costs with other Tees Valley authorities to
ensure it is not an outlier. Treasury Management performance is benchmarked quarterly through MUFG, with
results discussed in dedicated meetings. The Council also engages with regional groups, such as the Tees
Valley Directors of Resources, and commissions external consultants (e.g., LG Futures) to support resource
forecasting and strategic planning.

A review of Council minutes confirms consistent reporting of financial and non-financial performance throughout
2024/25. Financial updates included quarterly budget movements, forecast outturns, key pressures, and
mitigation strategies. The final outturn was broadly in line with expectations reported to Members during the
year.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

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

The Council is striving to improve its services by trying to identify and implement best practice. The Council
have previously taken part in peer reviews to help identify the direction of travel and where appropriate work
with strategic partners to help identify areas for improvement. Performance teams review performance with
management through KPI's as set out above.

The Council is committed to continuous improvement through the adoption of best practices, peer reviews, and
strategic partnerships. Performance is regularly assessed via key performance indicators (KPlIs), with financial
data used to inform and enhance service delivery.

External oversight is provided by Ofsted and the Care Quality Commission (CQC). Darlington Children’s
Services are rated Good overall, with Outstanding ratings for Children in Care and Care Leavers. Over 89% of
mainstream schools in Darlington are rated Good or Outstanding by Ofsted. The Council’s Homecare service
received a Good rating from the CQC in December 2023. All five Council-operated children’s residential homes
are rated Good following annual Ofsted inspections and interim monitoring visits.
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Key Challenges include:

» Financial Pressures: Rising costs and increasing demand, particularly in Children’s Services and Adult
Social Care; The Council has developed proposals to expand internal foster care and residential services to
improve placement sufficiency and reduce external dependency; and

* Homelessness: High levels of demand for homelessness services persist.

The Council undertakes an annual review of complaints and compliments/comments where there are good
examples of organisational learning and improvement.

The Council has outlined a series of proposals to reduce dependence on costly external placements, and to
support and improve placement sufficiency for children and young people in Darlington. The report highlights
that sourcing placements for looked after children is at crisis point nationally with an increasing reliance on
high-cost unregulated emergency placements or expensive residential care due to a lack of more appropriate
placements. This issue has been compounded in Darlington by increases in the looked after population and the
mandated National Transfer Scheme for unaccompanied asylum-seeking children (UASC). This is in line with
knowledge of other councils elsewhere.

The increased number of children cared for by Darlington Borough Council, coupled with a lack of placement
sufficiency has resulted in a significant increase in placement expenditure along with a reduction in placement
stability for children and young people looked after by Darlington Borough Council.

A range of responses to these challenges have already been implemented which includes a panel to provide
the needed peer challenge and ensure when a decision is made to make a child looked after it is appropriately
evidenced. There is a focus on discharging Care Orders where children are living with parents.

It is recognised that these measures on their own cannot effectively meet the scale of the pressure. Darlington
Council does not have the in-house sufficiency to meet the diverse needs of all children.

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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VFM arrangements — Improving Economy, Efficiency and Effectiveness

Overall commentary on the Improving Economy, Efficiency and Effectiveness reporting criteria - continued

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

The Council maintains a Partnership Toolkit to identify and monitor significant partnerships to help ensure
appropriate governance arrangements are in place. This is reported to Audit Committee on an annual basis.
Annual reviews, led by the Darlington Partnership Director, assess compliance through structured review forms
and supporting evidence. High-level concerns are flagged for closer monitoring, with appropriate actions taken
where necessary. Outcomes are reported annually to the Audit Committee.

The Medium-Term Financial Plan (MTFP) is presented to Cabinet each December and undergoes consultation
with stakeholders, the public, and Scrutiny Committees before final approval at a Special Council meeting in
February each year.

Partner organisations are actively engaged through representation on strategic groups such as the Health &
Wellbeing Board and the Towns Fund Board. The Council also consults partners on proposed service changes
beyond the scope of the MTFP.

The Council has entered into eight joint venture partnerships with housing developers to deliver residential
developments in Darlington. Three ventures have been completed, generating profits and ongoing net income
through loan repayments. These partnerships enable the Council to leverage external expertise and capacity
not available in-house.

Our work did not identify any evidence to indicate a significant weakness in arrangements.

How the Council commissions or procures services, how the Council ensures this is done in
accordance with relevant legislation, professional standards and internal policies, and how the Council
assesses whether it is realising the expected benefits

The Council has a dedicated Procurement section and processes to ensure that all contracts (over the de-
minimis limit of £10k) follow the recognised procedure of going to Procurement Board. There is also a flag on
the Financial Management System that gives a warning to the Procurement section of any invoices over £10k
that have not had Procurement Board approval.

The Council operates a dedicated Procurement function supported by governance processes. All contracts
exceeding the de minimis threshold of £10,000 must be submitted to the Procurement Board for approval. The
Financial Management System includes safeguards that flag any invoices over £10,000 lacking Procurement
Board authorisation.

A publicly accessible Contracts Register is maintained and periodically updated on the Council’s website.
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Procurement activities are governed by Contract Procedure Rules, issued under Section 135 of the Local
Government Act 1972. These rules are intended to promote sound purchasing practices, ensure public
accountability, deter corruption, and secure value for money. Officers involved in procurement or asset disposal
are required to adhere to these rules.

Procurement provides an annual schedule of contracts due for renewal, which is reviewed and approved by
Cabinet. Cabinet also considers updates to the Annual Procurement Plan and assesses contracts deemed
strategic or non-strategic.

The Procurement Act 2023 came in to force on the 24 February 2025. This legislation has changed the way the
public sector buys goods and services. It is meant to help make better use of public resources to deliver better
public services and grow the economy.

A key aim for the Procurement Act 2023 is to make it easier for suppliers to do business with the public sector.
The existing rules will apply for contracts that are already in place and for those started under the current
regime. The Council has provided resources to help suppliers with the transition to the new legislation,
including:

* A central place to register and to store core business details so that they can be used for multiple bids;

» Improved transparency and access to information, with all public procurement opportunities in one place;

» Better visibility of procurement plans, engagement events and tender opportunities;

» Greater visibility about who is bidding for, and winning, larger public sector contracts above £5 million, and
the details of those public contracts;

» Simplified bidding processes to make it easier to bid, negotiate and work in partnership with the public
sector;

* A new duty on contracting authorities to have regard to the particular barriers facing SMEs and VCSEs, and
to consider what can be done to overcome them throughout the procurement lifecycle, helping level the
playing field for smaller businesses so they can compete for more contracts;

Our work did not identify any evidence to indicate a significant weakness in arrangements.
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Other reporting responsibilities

Wider reporting responsibilities

Matters we report by exception
The Local Audit and Accountability Act 2014 provides auditors with specific powers where matters come to our attention that, in their judgement, require specific reporting action to be taken. Auditors have the power to:

* issue a report in the public interest;

* make statutory recommendations that must be considered and responded to publicly;
» apply to the court for a declaration that an item of account is contrary to the law; and
* issue an advisory notice.

We have not exercised any of these statutory reporting powers.

The 2014 Act also gives rights to local electors and other parties, such as the right to ask questions of the auditor and the right to make an objection to an item of account. We did not receive any such objections or questions.

Reporting to the group auditor

Whole of Government Accounts (WGA)

The National Audit Office (NAO), as group auditor, requires us to complete the WGA Assurance Statement in respect of its consolidation data. As a result of the backstop arrangements and our intention to issue a disclaimer of
opinion on the Council’s financial statements, we anticipate reporting to the National Audit Office (NAO) that we are unable to complete the mandatory audit procedures specified in their Group Audit Instructions. We are awaiting
confirmation of when and how this should be reported to the NAO.
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Audit fees and other services

Fees for our work as the Council’s auditor

We reported our proposed fees for the delivery of our work under the Code of Audit Practice in our Audit Strategy Memorandum presented to the Audit Committee in October 2025. Having completed our work for the 2024/25

financial year, we can confirm that our proposed final fees are as follows, and this takes into account that we were unable to deliver the whole audit in accordance with our original plans:

£41,928

Fee for planning and disclaiming the accounts in the 2023/24 audit

Fee for core VFM work

Fee for VFM additional risks work

Fees for planning and disclaiming the 2024/25 audit, including the work spent on the
2024/25 financial statements (65% of the remaining audit fees after the costs of VFM
work)

Total fees

PSAA Scale fees (for comparison)

All fees are subject to approval by Public Sector Audit Appointments (PSAA) Limited.
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£72,300

£14,500

£137,800

£224,600

£298,643

£72,273

£14,455

£128,656

£273,133

forvss
mazars



Appendices

Appendix A: Further information on our audit of the Council’s financial statements



Appendix A: Further information on our audit of the Council’s financial statements

Significant risks and audit findings
As part of our audit of the Council we identified significant risks to our opinion on the financial statements during our risk assessment. We will update this on completion of our audit of the financial statements.

Rebuilding assurance — (Group and Council)
The Government introduced measures intended to resolve the local government financial reporting backlog. Amendments to the Accounts and Audit Regulations required

the Council to publish its audited 2023/24 financial statements and accompanying information on or before 28 February 2025.

The financial statements received a disclaimed audit opinion in 2022/23 (by the predecessor auditor) and in 2023/24 in the year of our appointment as the Council’'s new
auditor. As a result of the backstop arrangements, we determined that there was insufficient time to complete our audit procedures so as to obtain sufficient appropriate

: . . . . . . . . For the reasons explained on page 6 we were no
evidence, and, in our view, the effects of the resulting lack of evidence was material and pervasive to the financial statements as a whole. p pag

longer able to rebuild assurance in the 2024/25 audit,

On 5 June 2025, the National Audit Office issued LARRIG 06, ‘Special considerations for rebuilding assurance for specified balances following backstop-related gggst?zlz |:ur:j(?;/v BEMIEC! D [0 ZEEE SRl I (i

disclaimed audit opinions.” This introduced local audit reset and recovery implementation guidance for local auditors to consider*.

There is a risk that opening balances are materially misstated, the risk of which would need to be thoroughly assessed based on detailed risk assessment procedures.
The overall risk of fraudulent financial reporting in previous reporting periods subject to disclaimers of opinion will also need to be assessed. The guidance introduces the
concept of a ‘Proof in Total’ approach, requiring fewer audit procedures to rebuild assurance where justified by the results of the risk assessment.

Management override of controls
- (Group and Council)

Management at various levels within an organisation are in a unique position to perpetrate fraud because of their ability to manipulate accounting records and prepare 'I.'h.ere are no matters tIO FGPOI'L We were unable to
fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. Due to the unpredictable way in which such override could occur ggf:uri! v(\?::rgtiirngvlizg(d in this audit area before the
there is a risk of material misstatement due to fraud on all audits. '
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Appendix A: Further information on our audit of the Council’s financial statements

Significant risks and audit findings continued

Valuation of property, plant and equipment (PPE) - (Group and Council)
The 2024/25 financial statements contain material entries on the Balance sheet as well as material disclosure notes in relation to the Council’s holding of property, plant
and equipment.

Property valuations involve a high degree of estimation uncertainty due to the significant judgements and number of variables involved in providing revaluations. We have
therefore identified the revaluation of council dwellings, land and buildings, right of use assets and investment properties to be areas of significant risk.

Defined benefit pension valuation (Group and Council) **
The financial statements contain material pension entries in respect of the retirement benefits. In 2023/24, the Council reported a net pension liability of £24.59m which is
nil in 2024/25 due to the application of the asset ceiling of £36.6m. This does not include the discretionary benefit arrangements.

The calculation of these pension figures, both assets and liabilities, can be subject to significant volatility and includes estimates based upon a complex interaction of
actuarial assumptions. This results in an increased risk of material misstatement.

Implementation of IFRS 16, Leases
IFRS 16 changes the definition of a lease compared to IAS 17 and IFRIC 4, and the Council will be adopting the new standard for the first year in 2024-25.

This is a complex area which requires management judgement, and for any property assets which fall within scope, the Council will need to determine which
measurement method it will be applying that may involve the engagement of valuation experts.

Another impact on the Council’s accounts would be on the Service Concessions entered into by the Council. The net book value of the Council’s PFI assets is £5.868m
(2023/24 £8.205m). Lease liability is £8.983m (2023/24 £5.911m).
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We have identified a material error in the Council’s
valuations of land and buildings and this has been
amended in the financial statements. We were unable
to finish all of our work in this audit area before the
accounts were finalised.

There are no matters to report. We were unable to
finish all of our work in this audit area before the
accounts were finalised.

There are no matters to report. We were unable to
finish all of our work in this audit area before the
accounts were finalised.
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Appendix A: Further information on our audit of the Council’s financial statements

Summary of uncorrected misstatements for the Council
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Income &
. . Liabilities Reserves Expenditure
Details of adjustment Assets £000s £000s £000s Statement
£000s
Dr: Revaluation reserve 552
Cr: Property, plant and equipment - Other land and building -552

We identified 4 errors in our revaluations testing resulting in a reduction in other land and building with corresponding entries in the revaluation reserve and comprehensive income and expenditure statement. The
adjusted items are on the next page. We extrapolated the error over the remaining population and this totalled £552k. This has not been amended.

Dr: Net cost of services — Expenditure (Depreciation) 607
Cr: PPE Other land and buildings -607

Depreciation for one asset was understated by £117k (extrapolated to £607k). This has not been amended.

Dr: Cash and cash equivalents 899

Cr: Short term debtors -899

Amounts totalling £899k received on 31 March 2025 was recorded in short term debtors but should be shown in cash and cash
equivalents. This has not been amended.

Cr: Net cost of services — expenditure -611
Dr: Financing and investment expenditure — interest payable 611
Prudential borrowing charge of £611k should have been posted to the financing and investment expenditure rather than net cost of services.

TOTAL UNADJUSTED MISSTATEMENTS -1,159 0 552 607
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Appendix A: Further information on our audit of the Council’s financial statements

Internal control observations for the Council

A deficiency in internal control exists if:
» A control is designed, implemented, or operated in such a way that it is unable to prevent, detect, and/ or correct potential misstatements in the financial statements; or
» A control that is necessary to prevent, detect, and/ or correct misstatements in the financial statements on a timely basis is missing.

The purpose of our audit was to express an opinion on the financial statements. As part of our audit, we have considered the Council’s internal controls relevant to the preparation of the financial statements to design audit
procedures to allow us to express an opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Council’s internal controls or to identify any significant deficiencies in their
design or operation.

The matters reported are limited to those deficiencies and other control recommendations that we have identified during our normal audit procedures and which we consider to be of sufficientimportance to merit being reported.
If we had performed more extensive procedures on internal control, we might have identified more deficiencies to report or concluded that some of the reported deficiencies need not in fact have been reported. Our comments
should not be regarded as a comprehensive record of all deficiencies that may exist or improvements that could be made.

We have identified three internal control observations as at the date of this report. These are set out on the following pages.
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Appendix A: Further information on our audit of the Council’s financial statements

Deficiencies in internal controls

1. Description of deficiency: Related Party Declarations

The Code requires that member declarations of interest are updated on an annual basis. The majority of declarations we reviewed were signed in 2021 to 2023. These are updated annually, but the evidence of
annual review is not retained.

Potential effects: There is a risk of undisclosed related parties in the financial statements.

Recommendation: Members should update related party declarations on an annual basis and the evidence for this needs to be retained.

Management response in 2024/25

Members will be requested to submit an annual confirmation, including ‘nil’ returns if there have been no changes.
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Appendix A: Further information on our audit of the Council’s financial statements

Deficiencies in internal controls

2. Description of deficiency: Property, plant and equipment componentisation

The Council’s policy is to componentise significant assets but currently only a small number of assets are componentised. These include a number of assets which have been revalued in the year where new
component data has not been provided by the external valuer.

Potential effects: The Council is not complying with its own accounting policies in terms of componentisation.

Recommendation: The Council should review its assets and ensure it is complying with its accounting policies on componentisation.

Management response in 2024/25

The Council will review its componentisation as part of the production of the 2025/26 final accounts, including liaison with the external valuer.
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Appendix A: Further information on our audit of the Council’s financial statements

Deficiencies in internal controls

3. Description of deficiency: Infrastructure asset lives and depreciation

The Council is not following the revised infrastucture guidance issue by CIPFA. Additions are capitalised and depreciated over historic rate of 30 years but there is no disaggregation of assets in line with the categories
set out by CIPFA and it is not clear that depreciation is being charged appropriately.

Potential effects: Depreciation on infrastructure assets may be inaccurate as the useful economic lives have not been reviewed for each asset category.

Recommendation: The Council should review infrastructure assets and ensure that these are in line with CIPFA guidance and that depreciation is calculated appropriately. The Council should ensure that they have
adequate records supporting infrastructure assets.

Management response in 2024/25

The Council recognises the CIPFA guidance and will review infrastructure assets to ensure that they are in line with the guidance for the 2025/26 financial statements.
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Forvis Mazars

Gavin Barker

Director

Tel: 07896 684 771
gavin.barker@mazars.com

Campbell Dearden

Senior Audit Manager

Tel: 0788 128 3348
campbell.dearden@mazars.com

Forvis Mazars LLP is the UK firm of Forvis Mazars Global, a leading global professional services network. Forvis Mazars LLP is a limited
liability partnership registered in England and Wales with registered number OC308299 and with its registered office at 30 Old Bailey, London,
EC4M 7AU. Registered to carry on audit work in the UK by the Institute of Chartered Accountants in England and Wales. Details about our
audit registration can be viewed at www.auditregister.org.uk under reference number C001139861. VAT number: GB 839 8356 73

© Forvis Mazars 2026. All rights reserved.
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