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Members of the Audit Committee
Kingston upon Hull City Council

ﬁ:j;:dha” Forvis Ma;ars
HU1 2AA 30 Old Bailey
London

EC4M 7AU

11 December 2025

Dear Committee Members,

Audit Completion Report — Year ended 31 March 2025

We are pleased to present our Audit Completion Report for Kingston upon Hull City Council (“the Council”) for the year ended 31 March 2025. The purpose of this report is to summarise our audit findings and conclusions.

This report is intended solely for the Audit Committee for the purpose of communicating certain matters that, in our professional judgement, are relevant to your oversight of the financial reporting process. To the fullest extent
permitted by law Forvis Mazars LLP accepts no responsibility and disclaims all liability to any third party who purports to use or rely for any reason whatsoever on the report, its contents, conclusions, any extract, reinterpretation,
amendment and/or modification. Accordingly, any reliance placed on the report, its contents, conclusions, any extract, reinterpretation, amendment and/or modification by any third party is entirely at their own risk.

We appreciate the courtesy and co-operation extended to us by Kingston upon Hull City Council throughout our audit. We would be happy to discuss the contents of this report, or any other matters regarding our audit, with you in
more detail.

Yours faithfully

o —

Mark Outterside

Forvis Mazars LLP

Forvis Mazars LLP — 30 Old Bailey, London EC4M 7AU — 020 7063 4083 — www.forvismazars.com/uk
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
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Executive summary

Scope

We have been engaged to audit the financial statements of Kingston upon Hull City Council for the year ended
31 March 2025 which are prepared in accordance with the 2024/25 Code of Practice on Local Authority
Accounting.

Our audit of the financial statements will be conducted in accordance with International Standards on Auditing
(UK), relevant ethical and professional standards, our own audit methodology, and in accordance with the
Code of Audit Practice.

Audit status

Our audit procedures remain in progress for the year ended 31 March 2025.

Please refer to the ‘Status of our audit’ section for a list of audit matters outstanding at the date of this report.
We will provide an update to Audit Committee on completion of those outstanding matters by way of a follow-up
letter.

Areas of focus and audit approach, and significant findings

We have not made any changes to our initial risk assessment and planned audit approach that was
communicated to the Audit Committee in our Audit Strategy Memorandum.

Significant control deficiencies
We identified one significant deficiency in internal control, which is set out in ‘Significant control deficiencies’

The non-significant control observations that we have identified to date are set out in ‘Appendix A: Internal
control conclusions’.

Audit misstatements

A summary of the adjusted and unadjusted misstatements above our reporting threshold we have identified to
date is set out in the ‘Summary of misstatements’ section.

Audit opinion

At the time of issuing this report and subject to the satisfactory conclusion of our remaining audit work, we
anticipate issuing an unqualified opinion, without modification, as set out in Appendix C.

Value for Money

We reported one significant weakness in arrangements in our draft Annual Auditor’s Report in relation to the
arrangements that the Council has in place to secure economy, efficiency and effectiveness in its use of
resources. Further details have been provided in the ‘Value for Money’ section of this report.

Wider reporting powers

The 2014 Act requires us to give an elector, or any representative of the elector, the opportunity to question us
about the accounting records of the Council and to consider any objection made to the accounts. No such
correspondence from electors have been received.

Reporting to the group auditor

We anticipate completing our work on the Council’s WGA submission, in line with the group instructions issued
by the NAO. We anticipate reporting that the WGA submission is consistent with the audited financial
statements.
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Executive summary

Qualitative aspects of Council’s accounting practices

We have reviewed the Council’s accounting policies and disclosures and conclude that they comply with the
2024/25 Code of Practice on Local Authority Accounting, appropriately tailored to the Council’s circumstances.

Draft accounts were received from the Council on 22 July 2025 which was after the publication deadline of 30
June 2025. The accounts that were published were of a reasonable quality. The working papers provided to
support the accounts were of a good quality. We have had full cooperation from management when completing
the audit, however, we have experienced a delay in receiving responses to audit queries which has impacted
the audit timescales. We have noted that officers are dealing with various matters and as such capacity within
the finance function is stretched.

Significant matters discussed with management
During our audit, we discussed the following matter with management:

* In the draft accounts submitted for audit the Council have accounted for the pension entries for Hull Culture
and Leisure Limited (HCAL) and Kingstown Works Limited (KWL) within the single entity accounts. We
challenged management on their proposed approach and the consistency with accounting standards.
Following discussions, the Council have amended the accounts, to account for only the Council pension
entries in the single entity statements and the two subsidiaries are consolidated into the Group statements.
This revision is consistent with the treatment in prior years.

* We noted the draft accounts included a significant value of assets that had been fully depreciated. We
discussed these assets with officers, who confirmed some of these assets had been disposed of and some
still remained in use. Officers have revised the accounts to reflect the current position. This has resulted in
an unadjusted misstatement and a prior period adjustment. Further information has been included in Section
05 and Appendix A.

Significant difficulties during the audit
We have not encountered any significant difficulties and we have had the full co-operation of management.

Other matters of significance

We encountered no significant difficulties during our audit and had no significant disagreements with
management. There was effective co-operation and communication between Forvis Mazars, management, and

the Audit Committee during our audit. All requested information and explanations were provided to us.

Other matters we are required by ISA (UK) 260 Communication with Those Charged with Governance to

communicate to you have been set out in Appendix E.
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Status of our audit

Our audit work is complete and, except for the matters set out in section ‘Executive Summary’ of this report there are currently no matters of which we are aware that would require modification of our audit opinion, subject to the
satisfactory resolution of the outstanding matters set out below.

Pensions
We are finalising our work on pensions following the receipt of the revised actuary report.

Pension Fund Assurance
We are awaiting the assurance from the Pension Fund Auditor ‘ Status
Likely to result in a material adjustment or a
Leased out assets ’ significant change to disclosures in
We are awaiting a revised population to enable a sample of assets to be tested. the financial statements.

Potential to result in a material adjustment
or a significant change to disclosures
in the financial statements.

School bank reconciliation
We are in the process of resolving one query in relation to a reconciling item within the bank reconciliation for one school.

Group Auditor Instructions

We are awaiting the response to our Group Audit Instructions issued to the Auditor of KWL. > UES L LSS U e

‘ adjustment or a change to disclosures
in the financial statements.

Whole of Government Accounts Return
This will be completed as part of our closure processes.

Post Balance Sheet Events
Our usual review of post balance sheet events.

Engagement Quality Review
The EQR review is currently in progress.

Completion procedures
Our audit work is undergoing final stages of review by the Engagement Lead and further quality and compliance checks are underway. In .
addition, we need to complete our final checking of the updated financial statements including final consideration of post balance sheet

events. fO‘r v,s
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Audit approach and risk summary

Changes to our audit approach

There have been no changes to the audit approach we communicated in our Audit Strategy Memorandum,
dated on 4 September 2025.

Materiality

Our provisional materiality at the planning stage of our audit was set at £17.6m using a benchmark of 2%
of gross expenditure at the surplus/deficit level for the group financial statements and £17.4m for the
Council using a benchmark of 2% of gross expenditure at the surplus/deficit level as per the Audit Strategy
Memorandum.

There have been no changes to the materiality levels we communicated in the Audit Strategy
Memorandum.

The qualitative factors we considered when setting the level of materiality we applied include:

» the level of understanding users of the financial statements have in respect of the inherent
uncertainties and judgements made;

» the level of understanding users of the financial statements have that the statements being audited to
levels of materiality; and

» our ability to make informed decisions about users’ understanding of materiality.
The specific materiality levels we set were:

» Officers’ Remuneration (senior management): £50k

» Termination Payment for senior officers: £50k

¢ Members allowances: £125k

Group audit approach

The approach to the Group audit we set out in the Audit Strategy Memorandum has not changed.

10

Use of experts

The approach to the use of experts and assurance over service organisations we set out in our Audit
Strategy Memorandum has not changed.

account

We used the National Audit Office’s (NAO) consulting
Hymans Robertson actuary (PWC) to provide us with assurance over the main
assumptions used by your actuary.

Defined benefit
liability

Land, Buildings,

The Council’'s Internal ~We used Montagu Evans as our expert to assess the
and Investment

. valuer reasonableness of the valuations.

Properties
Infrastructure Council's Highway The aqolt team to review the methodology appll_ed_by the

. Council’'s Engineer to determine useful economic lives of
Assets Engineer .

infrastructure assets.

Financial We do not expect to engage an audit expert to assess the
instrument Link Asset Services reasonableness of your expert’s financial instrument
disclosures valuation estimates.
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Audit approach and risk summary
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Audit approach and risk summary

Overview of our group audit approach

You engaged us to audit the group financial statements of Kingston upon Hull City Council. Based on our risk assessment and the financial information for the year ending 31 March 2025, we determined that certain components
consolidated into the group financial statements should be subject to either a full scope audit or a specific scope audit, as set out in the table below.

Where we engaged component auditors as part of our group audit approach, we have specified the name and location of the component auditor below.

Forvis Mazars

Kingston upon Hull City Council Hull LLP A full audit of the component’s financial information No
Kingstown Works Limited Hull Smailes Goldie Group engagement team instructed engagement No
procedures
Forvis Mazars Component is out of scope once the work set out for
Hull Culture and Leisure Hull LLP the other components is performed No

Audit scope definitions
Full scope audit: an audit of the component’s financial information prepared for group reporting purposes using component performance materiality.

Group engagement team instructed engagement procedures: specific audit procedures performed over the component’s financial information, as instructed by the group engagement team, using component performance
materiality.

forvss
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Audit approach and risk summary

Group audit findings
Consolidation
We reviewed the process undertaken to prepare the consolidated accounts. We agreed the figures to the accounts of the Council, KWL and HCAL. We also tested the intra company adjustments.

In the draft accounts submitted for audit the Council have accounted for the pension entries for HCAL and KWL within the single entity accounts. We challenged management on their proposed approach and the consistency with
accounting standards. Following discussions, the Council have amended the accounts, to account for only the Council pension entries in the single entity statements and the two subsidiaries are consolidated into the Group
statements. This revision is consistent with the treatment in prior years. The impact on the single entity accounts has been recorded as an adjusted misstatement in section 05 of this report.

KWL

As KWL is a significant component, we issued Group Engagement Team instructed engagement procedures to the auditor of KWL, we are yet to receive these back. We have reviewed the audit work completed by the component
auditor on the accounts of KWL with no issues which impact the Group Accounts to bring to your attention which .

We have identified some minor presentational amendments as a result of our audit work which have been adjusted for in the revised accounts.
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Significant findings

The significant findings from our audit include our findings and conclusions on key audit matters, including:
Why the matter was considered to be one of the most significance in the audit and therefore determined to be a key audit matter.
How the matter was addressed in our audit, including a summary of our response.
Where relevant, key observations arising with respect to the risks associated with key audit matters.

A clear reference to the relevant disclosures in the financial statements.

Key Audit Matters

The below areas were reported as expected key audit matters in our Audit Strategy Memorandum. Our conclusions regarding those expected KAMs are set out below.

Valuation of council dwellings, We have completed our proposed work on the KAM. We have matters to report — further detail is included on page 16. Page 16
other land and buildings and
surplus assets

Valuation of Investment Property We have completed our proposed work on the KAM. We have no matters to report. Page 17
Net defined benefit pension Our work in this area remains ongoing. We have matters to report — further detail is included on page 18 and 19. Page 18 and 19
valuation

forvss
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Significant findings

Key audit matters — Valuation of council dwellings, other land and buildings and surplus assets

Description of the key audit matter

Council dwellings, other land and buildings and surplus assets are the Council’s highest value assets totalling £1,600million (£1,412m million in 2023/24).
Per the CIPFA Code, each of these class of asset requires that where assets are subject to revaluation, their year end carrying value should reflect the appropriate fair value at that date.

Management engages its own Valuer as an expert to assist in determining the current value of land and buildings to be included in the financial statements but there remains a high degree of estimation uncertainty associated

with the valuation of land and buildings due to the significant judgements and number of variables involved.

~

J

~N
Why was it identified as key audit matter? Disclosures in the financial statements Where did we focus?
Due to the high value and high degree of estimation uncertainty. The Balance Sheet - Property, Plant and Equipment Our audit focus was on the inputs used in the valuation.
valuation also relies on a number of significant judgements and variables. Note 14 Property, Plant and Equipment We also considered the skills and expertise of the valuer.
J
( )
How our audit addressed the key audit matter
We evaluated the design and implementation of any controls which mitigate the risk. This included liaising with management to update our understanding on the approach taken by the Council in its valuation of land and
buildings. We completed the following:
» assessed the scope and terms of engagement with the Valuer;
» assessed the competence, skills and objectivity of the Valuer;
» substantively tested the source data provided to and used by the Council valuer; In particular, we will evaluate the appropriateness of data provided to the valuer by management by agreeing it to supporting evidence;
» for a sample of assets, reviewed valuation methodology used, including the appropriateness of the valuation basis; and
» considered the reasonableness of the valuation by comparing the valuation output with market intelligence.
. J
/ Our observations \

During our sample testing of assets valued on a Depreciated Replacement Cost (DRC) basis, we identified a difference of £514k between the Fixed Asset Register and the valuation certificate for one of the assets selected
testing. The difference arose as a result of this asset being missed from the upload to the Fixed Asset Register. We have extrapolated the error over the population, resulting in a total extrapolated error of £1,063k. This has
been reported in Section 6 as an unadjusted mis-statement. We have also included an internal control recommendation in Appendix A.

In Appendix A we have identified an internal control recommendation in relation to the valuation date used to value the assets.

We have no further matters to bring to your attention from the work we have performed.

for
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Significant findings

Key audit matters — Valuation of Investment Property

Description of the key audit matter

The balance sheet includes investment properties totalling £56.9 million (£63.3million in 2023/24).
Management engages its own Valuer as an expert to assist in determining the fair value of investment property to be included in the financial statements but there remains a high degree of estimation uncertainty associated
with the valuation of land and buildings due to the significant judgements and number of variables involved.

J

~N
Why was it identified as key audit matter? Disclosures in the financial statements Where did we focus?
Due to the high value and high degree of estimation uncertainty. The Balance Sheet - Investment Property Our audit focus was on the inputs used in the valuation.
valuation also relies on a number of significant judgements and variables. Note 16 — Investment Properties We also considered the skill sand expertise of the valuer.
J
( )
How our audit addressed the key audit matter
We evaluated the design and implementation of any controls which mitigate the risk. This included liaising with management to update our understanding on the approach taken by the Council in its valuation of investment
properties. We completed the following :
» assessed the scope and terms of engagement with the Valuer;
» assessed the competence, skills and objectivity of the Valuer;
» substantively tested the source data provided to and used by the Council valuer; In particular, we evaluated the appropriateness of data provided to the valuer by management by agreeing it to supporting evidence;
- for a sample of assets, reviewed valuation methodology used, including the appropriateness of the valuation basis; and
» considered the reasonableness of the valuation by comparing the valuation output with market intelligence.
. J

[ Our observations \

From the procedures performed, which included detailed testing of a sample of 13 investment properties, we have no material issues to bring to your attention.
Our consideration of the reasonableness of the valuation when comparing to market intelligence did not identify a risk of material misstatement.

We concluded the scope of the work, and terms of engagement, along with the valuer’'s competence, skills and objectivity were appropriate.

We have identified one internal control recommendation in relation to the valuation date used to value the assets.

- J
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Significant findings

Key audit matters — Net defined benefit pension valuation

Description of the key audit matter
The net defined pension asset represents a material element of the Council balance sheet. The Council is an admitted body in the East Riding Pension Fund, which had its last triennial valuation completed as at 31 March
2022. The valuation of the Local Government Pension Scheme relies on a number of assumptions, most notably around the actuarial assumptions, and actuarial methodology which results in the Council’s overall valuations.
There are financial and demographic assumptions used in the calculation of the valuation, such as the discount rate, inflation rates and mortality rates. The assumptions should also reflect the profile of the Council’'s employees
and should be based on appropriate data. The basis of the assumptions is derived on a consistent basis year to year or updated to reflect any changes.
There is a risk that the assumptions and methodology used in valuing the pension obligations are not reasonable or appropriate to the Council’s circumstances. This could have a material impact to the Council’s net pension
asset/ liability in 2024/25.

The pension asset is a complex calculation which incorporates a number of accounting standards including IAS19 and IFRIC 14, as well as a requirement to calculate a pension asset ceiling.

Q2024/25 the Council have accounted for the pension asset and liability in Hull Culture and Leisure and Kingstown Works Limited in the single entity accounts as the Council is the guarantor of the pension scheme for thesej

entities.
Why was it identified as key audit matter? ] ] ] ] N\
The assumptions used in the calculation of the valuation are complex. Disclosures in the financial statements Where did we focus?
There is a risk that the assumptions and methodology used in valuing the Balance Sheet Our audit focus was on the inputs used in the valuation and considering
pension obligations are not reasonable or appropriate to the Council’s CIES the appropriateness of the valuation methodologies.
circumstances. This could have a material impact to the Council’s net Note 43 Defined Benefit Pension Schemes We also considered the skills and expertise of the actuary.

pension asset/ liability in 2024/25.

J
( )

How our audit addressed the key audit matter

We addressed the risk by:

» obtaining an understanding of the design and implementation of controls for making estimates in relation to pension entries within the financial statements by conducting a walkthrough test;

« critically assessing the competency, objectivity and independence of the East Riding Pension Fund’s Actuary;

+ liaising with the auditors of the East Riding Pension Fund to gain assurance over the design and implementation of controls in place at the Pension Fund. This will include the processes and controls in place to ensure data
provided to the Actuary by the Pension Fund for the purposes of the IAS 19 valuation is complete and accurate;

* reviewing a summary of the work performed by the Pension Fund auditor on the Pension Fund investment assets, and evaluating whether the outcome of their work would affect our consideration of the Council’s share of
Pension Fund assets;

» reviewing the appropriateness of the Gross Pension Asset and Liability valuation methodologies applied by the Pension Fund Actuary, and the key assumptions included within the valuation. This will include comparing them
to expected ranges, utilising information by the consulting actuary engaged by the National Audit Office;

* Reviewing and challenging the Council’s assessment, under the requirements of IFRIC14, of its Local Government pension surplus and confirming the accounting treatment is appropriate and reasonable;

» agreeing the data in the IAS 19 valuation report provided by the Fund Actuary for accounting purposes to the pension accounting entries and disclosures in the Council’s financial statements;

» consider the accounting treatment including the HCAL and KWL pension assets and liabilities in the Council’s financial statements.

\_ J
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Significant findings

Key audit matters — Net defined benefit pension valuation

-

Our observations \

Our audit identified the inclusion of Kingstown Works Limited (KWL) and Hull Culture and Leisure (HCAL) pension entries within the Council's single entity statements was not in line with accounting standards.
The accounts have been amended to show only the Council pension entries in the single entity accounts. The Group position shows the Council, KWL and HCAL consolidated position. This amendment has
resulted in changes to the Comprehensive Income and Expenditure Statement, the Balance Sheet and Note 43 — Defined Benefit Pension Schemes.

From our audit procedures, we identified the actuarial report used to prepare the draft accounts was based on an estimated return on investments. The Council obtained an updated actuary report, based on
actual figures and these changes have been made in the revised accounts.

Our work in relation to this Key Audit Matter remains in progress.

19
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Significant findings

In addition to our findings and conclusions on key audit matters, the significant findings from our audit include our conclusions regarding the significant risks we identified and other key areas of judgement that were not
determined to be key audit matters, which are set out in this section.

Other significant risks

Management override of controls Description of the risk

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
fraudulent financial statements by overriding controls that otherwise appear to be operating effectively. Due to the unpredictable way in which such override could occur there
is a risk of material misstatement due to fraud on all audits. You should assess this risk as part of your oversight of the financial reporting process.

How we addressed this risk

We addressed this risk through performing audit work over:

» Accounting estimates impacting amounts included in the financial statements;

» Consideration of identified significant transactions outside the normal course of business; and

« Journal entries recorded in the general ledger and other adjustments made in preparation of the financial statements. We identified a range of fraud risk factors that we
then applied to the population and tested the validity of any journals that we identified for testing.

Audit conclusion

Our audit work has not identified any material issues to bring to your attention.

During our review of the journals data, we identified 90 (value of £1.6m) journals which had been posted against the natural order we would expect.
From further testing, we identified the postings had been made incorrectly, but there was no impact on the financial statements (a negative credit was used as opposed to a
debit). We have included a control recommendation in Appendix A.

From the journals selected for testing which met our risk criteria, we identified 7 journals relating to the correction of mistakes in relation to Purchasing Cards. We obtained
further evidence to support these journals, and in 4 cases, we identified the transaction related to expenditure for personal use for the staff member. In 2 (£55.03) of these
cases, the money is yet to be repaid. We have included a control recommendation in Appendix A.
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Significant findings

Other key areas of management judgementthat we have determined as enhanced risks

Accounting for leases under Description of the risk
IFRS 16

IFRS 16 changes the definition of a lease compared to IAS 17 and IFRIC 4. The Council will recognise lease liabilities and corresponding right of use assets.
The new standard also applies to the Council’s Private Finance initiative (PFI) arrangements from 1 April 2024. The Council have 7 PFI schemes, covering schools and housing. The
total of PFI liability in the financial statements is £141m. The transition to IFRS 16 has increased the liability by £11m.

On transition to IFRS 16 on 1 April 2024, the Council will apply the standard retrospectively without restatement and with the cumulative effect of initially applying the standard
recognised in the general fund balance at that date.

This is a complex area therefore we have assessed it as a key area of management judgement and an enhanced risk.

How we addressed this risk

To address this risk we:

+ critically reviewed the accuracy and completeness of the Council’'s assessment of leases under IFRS 16;

» reviewed the accounting treatment for a sample of leases to test the valuation of the liability and right of use asset;

» we reviewed the work that the Council has carried out for the implementation of IFRS16 to PFI contracts on 1 April 2024; and

* we substantively tested PFI lease balances to ensure they have been correctly classified and accurately measured under the new standard. This involved targeted review of the
models the Council have applied to derive balances for presentation in the financial statements.

Audit conclusion
When agreeing the lease liability to supporting information, we noted an incorrect classification between short term lease liability and long term lease liability within the Balance Sheet.
The accounts have been amended to increase the short term lease liability by £5,977k and decrease the long term lease liability by the same amount.

When testing a sample of assets classified as Right of Use assets, we identified an asset recognised as a Right of Use asset with a value of £129k, but the arrangement does not meet
the recognition criteria under IFRS 16 and therefore the ROU asset and liability in the accounts should be nil. We have extrapolated this error across the total population, with a
resulting overstatement of ROU assets of £544k.

During our review of the Fixed Asset Register, we identified a difference between the General Ledger and the Fixed Asset Register, as Right of Use Assets amounting to £11m are
being processed outside of the Fixed Asset Register. There is no impact on the financial statements as a result. We have raised an internal control recommendation in Appendix A.
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Significant findings

Wider responsibilities
Our powers and responsibilities under the 2014 Act are broad and include the ability 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 law; and
issue an advisory notice under schedule 8 of the 2014 Act.

We have not exercised any of these powers as part of our 2024/25 audit.

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. No such objections have been raised.
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Significant control deficiencies

As part of our audit, we obtained an understanding of the Council’s internal control environment and control activities relevant to the preparation of the financial statements, which was sufficient to plan our audit and determine the
nature, timing, and extent of our audit procedures. Although our audit was not designed to express an opinion on the effectiveness of the Council’s internal controls, we are required to communicate to the Audit Committee any

significant deficiencies in internal controls that we identified in during our audit.

Deficiencies in internal control
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 in this section of our report 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
sufficient importance 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 in this section should not be regarded as a comprehensive record of all deficiencies that may
exist or improvements that could be made.

24

Significant deficiencies in internal control

A significant deficiency in internal control is one which, in our professional judgement, has the potential for
financial loss, damage to reputation, or a loss of information which may have implications on the achievement of
business strategic objectives. Our view is that observations categorised as a significant deficiency is of sufficient
importance to merit the attention of the Audit Committee.

The significant deficiencies in the Council’s internal controls that we have identified as at the date of this report
are in set out on the following page.

Other observations

We also record our observations on the Council’s internal controls where, in our professional judgement, there is
a need to strengthen internal control or enhance business efficiency that do not constitute significant deficiencies
in internal control but which we view as being important for consideration by management.

The other control deficiencies that we have identified as at the date of this report are set out in ‘Appendix A:
Internal control conclusions’.
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Significant control deficiencies

Significant deficiencies in internal control

In our view, the deficiencies in internal control set out in this section result in a potential for financial loss, damage to reputation, or a loss of information. This may have implications for the achievement of business strategic

objectives. Our recommendations should be considered for immediate action.

Bank reconciliation
Description of deficiency

During our review of the year end bank reconciliation, we noted there are unreconciled differences which
officers have been unable to explain. The combined unreconciled difference is £599k, which includes an
unreconciled difference of £670k on the income account and an unreconciled difference of £72k on the
expenditure account.

This is the 4th year we have identified and reported an unreconciled difference. The bank reconciliation
process is not appropriately designed to reconcile the general ledger and the bank statement, resulting in
unreconciled differences.

Potential effects

The bank account is not appropriately reconciled, and the integrity of the general ledger is compromised.

Recommendation

The Council should review the processes in place for the bank reconciliation, ensuring it is fully completed,
with all differences identified and reconciled.

Management should obtain additional support to address the bank reconciliation issue promptly.

Management response

Officers will continue to review and enhance the Bank Reconciliation process where possible. A review of
historic brought forward balances will also be undertaken in light of transition to Workday from 1st April
2026.
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Summary of misstatements

Unadjusted misstatements

Our overall materiality, performance materiality, and clearly trivial (reporting) threshold were reported in our Audit Strategy Memorandum, issued on 5 September 2025. Any subsequent changes to those figures are set
out in the ‘Audit approach and risk summary’ section of this report.

Management has assessed the misstatements in the table below as not being material, individually or in aggregate, to the financial statements and does not plan to adjust. We only report to the Audit Committee
unadjusted misstatements that are either material by nature or which exceed our reporting threshold.

. .. . Comprehensive Income and

Dr (£ ‘000) Cr (£ ‘000) Dr (£ ‘000) Cr (£ ‘000)

Dr: Surplus/Deficit on revaluation of PPE (to revaluation reserve) 1,063

(1,063)
Cr: PPE - Land and Buildings Kingston upon Extrapolated
Being a difference of £514k between the Fixed Asset Register and the valuation certificate on one 0l a7 o] e
of the assets selected for testing. We have extrapolated the error over the population, resulting in
a total extrapolated error of £1,063k.
Dr: PFI assets 571
Dr: Finance cost 146

. o Kingston upon

Cr: PFI lease liability Hull City Council Actual error (717)

This difference has arisen due to a difference between the Internal Rate of Return used in the
IFRS16 model and the original operating model. This has resulted in a non material impact on the
closing lease liability.
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Summary of misstatements

Unadjusted misstatements
Our overall materiality, performance materiality, and clearly trivial (reporting) threshold were reported in our Audit Strategy Memorandum, issued on 5 September 2025. Any subsequent changes to those figures are set
out in the ‘Audit approach and risk summary’ section of this report.

Management has assessed the misstatements in the table below as not being material, individually or in aggregate, to the financial statements and does not plan to adjust. We only report to the Audit Committee
unadjusted misstatements that are either material by nature or which exceed our reporting threshold.

.. . Comprehensive Income and

Dr (£ ‘000) Cr (£ 000) Dr (£ ‘000) Cr (£ “000)

Dr: Lease Liability 497
Dr: Depreciation 47

Cr: Right of Use (ROU) Asset (544)

Kingston upon Extrapolated

Being an asset recognised as a ROU asset with a value of £129k, but the arrangement does not M e

meet the recognition criteria under IFRS 16 and therefore the ROU asset and liability in the
accounts should be nil. We have extrapolated this error across the total population, with a
resulting overstatement of ROU assets of £544k.

Dr: Property, Plant and Equipment 4,642

Kingston upon

Hull City Council ~ 2udgemental

Error

Cr: Expenditure (4,642)

Being the impact on assets and depreciation of assets that are fully depreciated but are still in

use.
Aggregate effect of unadjusted misstatements m (4,642) 6,773 (2,324)

We will obtain written representations confirming that, after considering the unadjusted misstatements, both individually and in aggregate, in the context of the financial statements taken as a whole, no adjustments are
required.
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Summary of misstatements

Adjusted misstatements

The misstatements in the table below have been adjusted by management. We report all individual misstatements above our reporting threshold that we identify during our audit and which management had adjusted and

any other misstatements we believe the Audit Committee should be made aware of.

. .. . Comprehensive Income and

Dr: Short term borrowings

Cr: Long term borrowings Kingston upon Hull City
Council

Being a classification error where long term borrowings were incorrectly
classified as short term.
Dr: Right of use lease liability — long term

Cr: Right of use lease liability — short term Klngstc_m RECIRE
Council

Being a misclassification error between long and short term lease liability.

Dr: CIES — Expenditure — Local Authority Housing (HRA)

Cr: CIES - Income — Local Authority Housing (HRA) Kingston upon Hull City
Being the increase in valuation of council dwellings of £198.6m shown as eete]

negative expenditure instead of income. This is an adjustment between gross

expenditure and gross income and does not impact the net expenditure figure.

Error

Actual error

Actual error

Dr (£ ‘000) Cr (£ ‘000) Dr (£ ‘000)
5,000
5,971
198,650
(198,650)

Cr (£ ‘000)

(5,000)

(5,971)

Aggregate effect of adjusted misstatements 198,650 (198,650) 10,971 (10,971)
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Summary of misstatements

Disclosure misstatements

We identified the following disclosure misstatements during our audit that have been corrected by management:

» Cash Flow Statement — Operating activities — the cash flow statement and associated Notes have been updated to remove the double counting of interest received and paid.

* Note 1 — Accounting Policies — there have been a number of updates to the ‘Leases’ accounting policy to ensure it is in line with IFRS16.

* Note 7 — Expenditure and Funding Analysis — the 2023/24 figures have been restated to reflect a £779k pension adjustment that was incorrectly disclosed in the 2023/24 accounts.
* Note 8 — Expenditure and Income Analysed by nature — an additional table has been added to disclose a segmental analysis of revenue from external customers.

* Note 14 — Property, Plant and Equipment — the Note has been updated to remove £41m of assets that are fully depreciated and should have been disposed of. This has required restatement of the 2023/24 figures.
There is no impact to the value of PPE in the balance sheet.

* Note 14 — Property, Plant and Equipment — the presentation of accumulated depreciation has been amended to reflect the accounting transactions. There is no impact on the Net Book Value of assets.
* Note 14 — Capital Commitments — the amount disclosed in capital commitments was overstated by £11.3m as amounts that the Council were not contractually committed to were incorrectly included.

* Note 14 — Revaluations — the table has been amended to exclude £11.3m of Right of Use assets that were valued using the cost model and thus have not been revalued.

* Note 32 — Officer’s remuneration — Exit Packages — the Note has been updated to include an exit package which was originally incorrectly excluded. The total value of exit packages is now £275k.

* Note 35 — Grant Income - credited to services — the total amount of grants credited to services was overstated by £1,341k, due to the amounts being incorrectly recorded.

* Note 35 - Grant Income - grant receipts in advance (Revenue Grants) — from our work on creditors, we identified this Note has been understated. It has now been amended to include £1.9m of grant income
received in advance.

* Note 36 — Related Parties — the amount originally shown in ‘other’ has been separated out to ensure greater transparency within the Note.
* Note 37 — Capital Expenditure and Financing — The note was originally understated by £9.35m. This was due to PFl remeasurement being incorrectly disclosed.

* Note 38 — Leases — the Right of Use Asset table has been updated to include 3 assets which meet the criteria of a Right of Use asset under IFRS16 but were incorrectly excluded from the table. The total of Right of
use assets is now £61,640k instead of $41,584k.

* Note 39 - Private Finance Arrangements and Similar Contracts — The Note has been amended to included additional information on the impact of the change in accounting policy from IAS 17 to IFRS 16.

We also identified a number of minor presentational amendments to the Statement of Accounts and Annual Governance Statement which have all been amended.

We will obtain written representations confirming that, after considering the unadjusted disclosure misstatements, both individually and in aggregate, in the context of the annual report and financial statements taken as a
whole, no adjustments are required.
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Fraud considerations

We have a responsibility to plan and perform our audit to obtain reasonable assurance that the financial
statements are free from material misstatement, whether due to fraud or error.

Your responsibilities

Management has primary responsibility for the prevention and detection of fraud. It is important that
management, with the Audit Committee oversight, place a strong emphasis on fraud prevention, which may
reduce opportunities for fraud to take place, and fraud deterrence, which could persuade individuals not to
commit fraud because of the likelihood of detection and punishment. This involves a commitment to creating
a culture of honesty and ethical behaviour which is reinforced by the Audit Committee’s active oversight.

Our responsibilities

We have a responsibility for obtaining reasonable assurance that the financial statements taken as a whole
are free from material misstatement, whether due to fraud or error. The distinguishing factor between fraud
and error is whether the underlying action that results in a misstatement is intentional or unintentional. Two
types of intentional misstatements are relevant to us — misstatements resulting from fraudulent financial
reporting, and misstatements resulting from the misappropriation of assets.

ISA presumed fraud risks

As set out in the ‘Audit approach and risk summary’ section, the risk of fraud in management override of
controls was identified as a significant risk.

32

Our overall approach to fraud

Inquire with management, the Audit
Committee and internal audit

Evaluate the selection and
application of accounting policies

Incorporate elements of
unpredictability into our audit
procedures

— i

L]

52

Assign and supervise appropriate
audit personnel

Obtain written representation from
management

Maintain professional scepticism

Our overall conclusion

We did not identify any actual or suspected fraud involving group management, employees with
significant roles in the group’s internal control or others, where the fraud resulted in a material

misstatement in the group financial statements.
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Value for Money

Approach to Value for Money

We are required to form a view as to whether the Council has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. The NAO issues guidance to auditors that
underpins the work we are required to carry out in order to form our view and sets out the overall criterion
and sub-criteria that we are required to consider.

This is the first audit year where we have undertaken our value for money (VFM) work under the full 2024
Code of Audit Practice (the Code). Our responsibility remains to be satisfied that the Council has proper
arrangements in place, and to report in the auditor's report where we are not satisfied that arrangements
are in place. Where we have issued a recommendation in relation to a significant weaknesses this
indicates we are not satisfied that arrangements are in place. Separately we provide a commentary on the
Council’'s arrangements in the Auditor's Annual Report.

A key change in the 2024 Code of Audit Practice is the requirement for us to issue our Auditor's Annual
Report for the year ending 31st March 2025 to you in draft by the 30th November 2025. This is required
whether our audit is complete or not. Should our work not be complete, we will report the status of our
work and any findings to up to that point (and since the issue of our previous Auditor's Annual Report).

The Code requires us to structure our commentary to report under three specified criteria:
» Financial sustainability - How the Council plans and manages its resources to ensure it can continue
to deliver its services;

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

* 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.

At the planning stage of the audit, we undertake work to understand the arrangements that the Council
has in place under each of the reporting criteria and we identify risks of significant weaknesses in those
arrangements. 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 significant weaknesses in arrangements exist.

The table overleaf outlines the risks of significant weaknesses in arrangements that we have identified, the
risk-based procedures we have undertaken, and the results of our work.

34

Where our risk-based procedures identify actual significant weaknesses in arrangements we are required
to report these and make recommendations for improvement. Where such significant weaknesses are
identified, we report these in the audit report by exception. We will also highlight emerging issues or other
matters that do not represent significant weaknesses but still require attention from the Council.

The primary output of our work on the Council arrangements is the commentary on those arrangements
that forms part of the Auditor's Annual Report. This commentary will provide a summary of the work we
have undertaken and our judgements against each of the specified reporting criteria. We intend to issue
the Auditor's Annual Report in February 2026.

Status of our work

We have issued our draft Auditor's Annual Report which includes our work in respect of the Council‘s
arrangements for the year ended 31 March 2025 and have identified one significant weakness in
arrangements and have made associated recommendations. We provide further details on the identified
significant weaknesses and our recommendations later in this section of our report.

As noted above, our commentary on the Council's arrangements will be provided in the Auditor's Annual
Report in February 2026.

forvss
mazars



Value for Money

Follow up of previously-reported significant weaknesses in arrangements
In July 2022 we reported a significant weakness to the Council. As part of our work in 2024/25, we followed up the progress made by the Council against the recommendations made and determined whether the
significant weakness remained during the year.

Risk of Significant Weakness in Arrangements — previously reported weakness

The Council’s latest Medium Term Financial Plan includes a forecast deficit of £10m 2026/27 even after achievement of significant savings. The Council continues to adopt a combination of savings plans and short-term
measures to address the deficit while trying to deal with significant inflationary pressures and spending pressures in adults and children’s social care but is planning to develop a long-term solution in its Hull Framework
project.

The Council has maintained General Fund reserves at £21m since 31/3/22 however other Earmarked General Fund reserves reduced from £47.7m at 31/3/22 to £25.7m as at 31/3/23 and are acknowledged by the
Section 151 Officer as being relatively low compared to other councils. The Council reported a £4.1m General Fund overspend in 2022/23 significant inflationary pressures from increases in energy and pay costs, and
activity pressures in children’s and adults services. The overspend was met from earmarked reserves. In 2023/24 the Council is anticipating a an overall overspend of £0.545m which will again be met from earmarked
reserves. A balanced budget was set for 2024/25 with no planned support from general fund reserves.

Members continued to receive regular financial reports on the budget position during which included the responses to inflationary pressures and an improved detailed analysis of service budgetary performance and
progress against efficiency savings were introduced in 2022/23.

The Council’s response to the worsening financial position has included developing a series of transformational projects and additional budgeted savings targets for services. A vacancy freeze which prioritises the
preservation of key services within existing resources is being applied to mitigate risks to the financial position. The total value of savings assumed within the MTFP (over 5 years) is £28.5m which represents c10% of
net revenue spending. The Council is expected to achieve most of its £3.1m planned savings in 2023/24.

Short-term or one-off measures continue to play a significant part in balancing the budget. The measures include the vacancy freeze together with use of the Capital Receipts Flexibilities Regulations which allow payroll
costs linked to transformation projects to be supported by asset sales. In 2021/22 and 2022/23 the Council financed 150 officer posts at least partly from asset sales totalling £6.2 on 2021/22 m and £5.7m in 2023/24.
We usually expect the proceeds from asset sales to be re-invested in capital spending and not used to fund on-going staff costs which is not a sustainable way to manage the Council’s finances.

The Council plans to carry out a business planning exercise using a best value principals to balance outcomes finance and performance called the Best Value Framework. This is intended to provide a baseline
assessment as envisaged in our recommendation however it is expected to inform the 24/25 budget setting and medium-term plan update in early 2025.
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Value for Money

Follow up of previously-reported significant weaknesses in arrangements (continued)

Work Undertaken and Conclusions Reached

36

Progress against the recommendation

The Council’s response to the worsening financial position continues to focus on transformational projects to support the budget in the medium term. The total value of savings assumed within the Medium-Term
Financial Plan 2024/25 to 2026/27 (MTFP) is £28.5m over 5 years which represents approximately 10% of net revenue spending. The Council are currently in the final period of the savings plan and have achieved
£20.8m (73%). The latest MTFP update covering the period 2026/27 to 2028/29 forecasts increased deficits during the period (deficit forecast in 25/26 of £2.8m, £3.6m in 26/27, £12.3m in 27/28 and £27.4m in 28/29).

The Council have further progressed the development of a Best Value Framework in 2024/25. the output of the work has enabled the Council to develop a methodology to support its financial resilience strategy. 5
themes for organization transformation have been identified, which will focus on service delivery outcomes and associated cost reduction via a new transformation programme. The plans are yet to be fully developed,
and it is anticipated these will be incorporated into the formal budget and MTFP in February 2026.

The Council are making progress in their plans, however further steps need to be taken to ensure these plans are being incorporated into the budget, and monitored to ensure cost reductions and transformation is being
delivered as intended.

Conclusions
The significant weakness remains in place for 2024/25.
We will update the wording of the recommendation to reflect the current circumstances
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Auditor communication

The Audit Committee met 4 times over the 2024/25 financial year, in the presence of Forvis Mazars LLP, as appointed auditors. We discussed the following topics and minutes of the meetings attended can be found on the
Council’s website.

External Audit Progress Report

28 June 2024

Audit Strategy Memorandum 2023/24

22 October 2024 Auditor’s Annual Report 2022/23

16 December 2024 Audit Completion Report 2023/24

External Audit Progress Report
28 March 2025

Additional reporting to the Audit Committee

We have nothing further to report regarding the valuation methods applied to the various items in the group financial statements, including the impact of any changes of such methods since the prior period, other than those
already included in the section titled ‘Significant Findings’.
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Appendix A: Internal control conclusions

Other deficiencies in internal control

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 in Appendix A 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 sufficient importance 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 in Appendix A should not be regarded as a comprehensive record of all deficiencies that may exist or improvements that could be made.

This Appendix sets out the internal control observations that we have identified as at the date of this report. These control observations are not, in our view, significant control deficiencies but have been reported to management

directly and are included in this report for your information. In our view, there is a need to address the deficiencies in internal control set out in this section to strengthen internal control or enhance business efficiency. Our
recommendations should be actioned by management in the near future.
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Appendix A: Internal control conclusions

Other deficiencies in internal control

This Appendix sets out the internal control observations that we have identified as at the date of this report. These control observations are not, in our view, significant control deficiencies but have been reported to management
directly and are included in this report for your information. In our view, there is a need to address the deficiencies in internal control set out in this section to strengthen internal control or enhance business efficiency. Our

recommendations should be actioned by management in the near future.

Bank Reconciliation
Description of deficiency

As part of our review of the year end bank account, we identified a reconciling item which related to
2017/18. The item was for a value of £1,074k and related to a journal that was not posted and hence was
included as the bank reconciliation as a reconciling item. As part of the bank reconciliation, the Council
should take corrective action where required.

Posting of journals
Description of deficiency

Through our analysis of journals we identified 90 journals which had posting against the natural order
(negative debit entries for example). There is a weakness in control as these have not been detected by
the Council.

Potential effects

The bank reconciliation is overly complex leading to a potentially inefficient process.

Recommendation

As part of the bank reconciliation process, officers post corrective journals in a timely manner where
required.

Management response

A journal will be actioned in 2025/26 to correct the reconciling item. This has no impact on the
reconciliation.

41

Potential effects

Inaccurate posting of debits and credits against their natural order could result in an over or
understatement of the debit or credit position on a particular account code, however we note the net
position was correct on these particular journals.

Recommendation

Management should implement a control to prevent debits and credits being posted against the natural
order, or input a review process to prevent these journals being posted.

Management response

Although there is no inaccuracies in financial reporting as result of the categorisation, a review of journal
controls will be carried out.
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Appendix A: Internal control conclusions

Other recommendations in internal control

Cyber security and privacy
Description of deficiency

Despite the existence of multiple work streams addressing elements of cyber security risk, the Council has
not established a comprehensive overarching strategy.

Potential effects

Risks around cyber security are not appropriately addressed and managed

Recommendation

A clear strategy should be created to detail the Council’s approach to managing cybersecurity risks.

Management response

A Cyber Security Strategy is in development and it's part of HCC workplan for 2026 in consultation with
Corporate Strategy Team/Information Governance Group. Cyber risks are subject to Risk Management
and mitigations put in place where necessary.
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Fixed Asset Register
Description of deficiency

During our review of the Fixed Asset Register, we identified a difference between the General Ledger and
the Fixed Asset Register, as Right of Use Assets are being processed outside of the Fixed Asset Register.
The Council should have a control in place to ensure the completeness of the Fixed Asset Register.

Potential effects

An incomplete asset register may lead to the financial statements being materially mis-stated.

Recommendation

All assets should be recorded in the Fixed Asset Register. A reconciliation should then be completed of the
General Ledger to the Fixed Asset Register.

Management response

It is the intention to update the Asset Register prior to Rollover into 2025/26 to ensure completeness of the
Register.
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Appendix A: Internal control conclusions

Other recommendations in internal control

Capital Commitments
Description of deficiency

Our work on capital commitments identified an overstatement in the financial statements of £11.3m as
projects were included, which the Council were not contractually committed to at the year end. We would
expect the Council to have a process in place to identify contractual commitments at the year end.

Potential effects

The financial statements are materially mis-stated.

Recommendation

Officers should implement a process to identify contract commitments at year end. The information should
be reviewed prior to inclusion in the financial statements.

Management response

Additional quality assurance will be undertaken to accurately disclose capital commitments as at the year
end.
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Assets held at nil Net Book Value
Description of deficiency

During our audit work, we identified that there were assets with a total value £62m with Nil net book value
relating to vehicles, plant, furniture and equipment that were fully depreciated. On further review, officers
confirmed £41m of these assets should have been disposed of. We would expect a review of the asset
register to be completed on a regular basis to ensure it remains up to date and reflective of the assets held
by the Council.

Potential effects

There is a risk that the Council overstates its asset position by not removing asset disposals on a timely
basis.

Recommendation

The Council should carry out an annual review of the asset register to ensure that asset disposals are
identified and processed each year.

Management response

Although there is no impact on the Asset Values held in the accounts and Asset Register, further work will
be carried out to fully dispose of nil net book value assets if required.
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Appendix A: Internal control conclusions

Other recommendations in internal control

Valuation date of fixed assets . .
Fixed Asset Valuations
Description of deficiency s _
Description of deficiency
The Council’s asset valuations for 2024/25 were undertaken as at 1 April 2024. This creates a significant ) ) - ) ) )
timing gap of almost a full year between the valuation date and the reporting date of 31 March 2025. While Our sample testing of revalued assets identified a misstatement resulting from a revalued asset not being

indexation has been applied to certain asset classes, the valuation date itself is not aligned with the uploaded into the Fixed Asset Register.

financial year-end, which increases reliance on management judgement and uplift assumptions. Potential effects

Potential effects The asset values in the accounts are not accurate.

Undertaking valuations at 1 April rather than closer to 31 March increases the risk that asset values

reported in the Statement of Accounts may not fully reflect year-end conditions. This timing gap could lead Recommendation
to misstatement where market movements are significant, reduce the reliability of reported figures, and
limit compliance with RICS guidance which emphasises valuation dates aligned to the reporting period. A control should be implemented to ensure properties valued are reconciled to the Fixed Asset Register

before the accounts are compiled

Recommendation

. - . . o Management response
We recommend that future valuations are commissioned with a valuation date closer to 31 March, in line

with recent RICS guidance. Aligning the valuation date with the financial year-end will reduce the risk of The particular asset and revised valuation will be incorporated into 2025/26 financial statements. A review
material misstatement, improve the accuracy of reported asset values, and enhance compliance with best of the reconciliation process will be carried out.
practice. The Council should discuss this approach with its external valuers to ensure practicality and

consistency with RICS requirements.

Management response

Management notes the recommendation but remain content with the current approach of valuing assets
throughout the year in line with the agreed revaluation programme, and utilise BCIS rate updates published
in March to update valuations as necessary. Carrying out revaluations nearer to a March year end will
likely impact on the timeliness of the Annual Accounts production.
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Appendix A: Internal control conclusions

Other recommendations in internal control

Purchasing cards
Description of deficiency

We identified 7 journals relating to the correction of mistakes in relation to Purchasing Cards. We obtained
further evidence to support these journals, and in 4 cases, we identified the transaction related to
expenditure for personal use for the staff member. In 2 (£55.03) of these cases, the money is yet to be
repaid. The Council should have controls in place to ensure only legitimate expenditure is made on
purchasing cards.

Potential effects

Expenditure not relating to Council business is being accounted for.

Recommendation

Officers should reiterate the importance to staff of only using purchasing cards for legitimate Council
expenditure.

Processes should be put in place to detect inappropriate expenditure and recoup the cost in a timely
manner.

Management response

A full of review of the P Card expenditure process has been undertaken to ensure any usage by staff
members is identified at an early stage and repaid.
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Infrastructure Assets
Description of deficiency

The Council adopt a useful life of 20 years across all types of infrastructure assets. Given the range of
assets that are included in the infrastructure category, this useful life is unlikely to be appropriate for all
types of asset.

Potential effects

Assets are not being depreciated over an appropriate useful life that reflects the economic benefit of the
asset. This could result in an incorrect depreciation charge.

Recommendation

Asset lives should be allocated to assets that are an appropriate reflection of the economic benefit/service
potential that is expected to be consumed.

Management response

It is recognised that different types of Infrastructure Assets may have varying asset lives but the current
assumed life of 20 years is felt to be a reasonable estimate to apply across the asset base. However,
officers will review whether the valuations in the Asset Register can be realigned over different types of
Infrastructure Assets but recognising this may be difficult to accurately quantify.
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Follow up on previous internal control points

We set out below an update on internal control points raised in prior periods.

Description of deficiency

Recommendation

2024/25 update

Members allowances

The Council are required to publish on their website details of Members allowances
every 12 months. The Members allowance information for 2023/24 with not
published within this timescale.

Journals

During our review of the journals data, we identified two automated journals which
were not balanced - The total imbalance being £22,348.40 credit across 2 journals.
On further investigation, officers confirmed the ledger allows unbalanced journals to

be posted. The financial system should not allow unbalanced journals to be posted.

IFRS16 - Leases

IFRS 16 Leases is effective from 1 April 2024. The Council have currently not done
sufficient work to quantify the impact of this standard for the 2023/24 accounts, as
required by the Code of Local Authority Accounting Practice.

Cash Flow Statement

We identified a balancing figure on the cash flow statement of £673k.

Expected credit loss

Expected credit loss (ECL) does not agree to workings for the accounts receivable
portion of the debtors. This is due to the Council adopting a risk-based approach
which reduces the ECL

Controls should be put in place to ensure members
allowances are published in line with requirements.

Controls should be put in place to prevent unbalanced
journals.

The Council should ensure arrangements are in place to be
able to accurately implement IFRS 16 in the 2024/25
accounts.

Balancing items should be identified and investigated.

The Council should be able to provide evidence to support
the level of ECL and clearly explain the judgements made.

Our work in 2024/25 confirmed the members allowance information was
published in a timely manner.

Our journals work has not identified any instances of unbalanced journals in
2024/25

The Council have transitioned to IFRS 16 in 2024/25. We have identified some
issues with the transition, which have been separately reported in this report.

The Council have revised the method of preparation for the Cash Flow
Statement and no balancing figures has been identified in 2024/25.

No issues have been identified in 2024/25.
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Appendix B: Draft management representation letter

Forvis Mazars LLP
30 OlId Bailey
London

EC4M 7AU

Dear Mark,
Kingston upon Hull City Council - Audit for Year Ended 31 March 2025

This representation letter is provided in connection with your audit of the financial statements of Kingston upon Hull City Council (the Council) and Group for the year ended 31 March 2025 for the purpose of expressing an opinion as to
whether the financial statements give a true and fair view in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2024/25 (the Code), and applicable law.

I confirm that the following representations are made on the basis of enquiries of management and staff with relevant knowledge and experience (and, where appropriate, inspection of supporting documentation) sufficient to satisfy
myself that | can properly make each of the following representations to you.

My responsibility for the financial statements and accounting information

| believe that | have fulfilled my responsibilities for the true and fair presentation and preparation of the financial statements in accordance with the Code, as amended by applicable law.
My responsibility to provide and disclose relevant information

| have provided you with:

» access to all information of which | am aware that is relevant to the preparation of the financial statements such as records, documentation and other material;

» additional information that you have requested from us for the purpose of the audit; and

» unrestricted access to individuals within the Council and Group you determined it was necessary to contact in order to obtain audit evidence.

| confirm as Director of Finance and Transformation that | have taken all the necessary steps to make me aware of any relevant audit information and to establish that you, as auditors, are aware of this information.
As far as | am aware there is no relevant audit information of which you, as auditors, are unaware.

| confirm that there is no information provided to you as part of the audit that | consider legally privileged.

Accounting records

I confirm that all transactions that have a material effect on the financial statements have been recorded in the accounting records and are reflected in the financial statements. All other records and related information, including minutes
of all Council and committee meetings, have been made available to you.

Accounting policies

| confirm that | have reviewed the accounting policies applied during the year in accordance with International Accounting Standard 8 and consider these policies to faithfully represent the effects of transactions, other events or
conditions on the Council and Group’s financial position, financial performance and cash flows.

Accounting estimates, including those measured at current and/or fair value

| confirm that the methods, significant assumptions and the data used by the Council and Group in making the accounting estimates, including those measured at current and/or fair value, are appropriate to achieve fo-rv’s
recognition, measurement or disclosure that is in accordance with the applicable financial reporting framework.
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Contingencies

There are no material contingent losses including pending or potential litigation that should be accrued where:

» information presently available indicates that it is probable that an asset has been impaired or a liability had been incurred at the balance sheet date; and
» the amount of the loss can be reasonably estimated.

There are no material contingent losses that should be disclosed where, although either or both the conditions specified above are not met, there is a reasonable possibility that a loss, or a loss greater than that accrued, may
have been incurred at the balance sheet date.

There are no contingent gains which should be disclosed.

All material matters, including unasserted claims, that may result in litigation against the Council and Group have been brought to your attention. All known actual or possible litigation and claims whose effects should be
considered when preparing the financial statements have been disclosed to you and accounted for and disclosed in accordance with the Code, as amended by applicable law.

Laws and regulations

| confirm that | have disclosed to you all those events of which | am aware which involve known or suspected non-compliance with laws and regulations, together with the actual or contingent consequences which may arise
therefrom.

The Council and Group has complied with all aspects of contractual agreements that would have a material effect on the accounts in the event of non-compliance.
Fraud and error

| acknowledge my responsibility as Director of Finance and Transformation for the design, implementation and maintenance of internal control to prevent and detect fraud and error and | believe | have appropriately fulfilled
those responsibilities.

| have disclosed to you:
» all the results of my assessment of the risk that the financial statements may be materially misstated as a result of fraud;
« all knowledge of fraud or suspected fraud affecting the Council and Group involving:

+ management and those charged with governance;

+ employees who have significant roles in internal control; and

- others where fraud could have a material effect on the financial statements.

| have disclosed to you all information in relation to any allegations of fraud, or suspected fraud, affecting the Council and Group’s financial statements communicated by employees, former employees, analysts, regulators or
others.

Related party transactions
| confirm that all related party relationships, transactions and balances, have been appropriately accounted for and disclosed in accordance with the requirements of the Code, as amended applicable law.

I have disclosed to you the identity of the Council and Group’s related parties and all related party relationships and transactions of which | am aware. fO‘rVIs
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Impairment review

To the best of my knowledge, there is nothing to indicate that there is a permanent reduction in the recoverable amount of the property, plant and equipment and intangible assets below their carrying value at the balance
sheet date. An impairment review is therefore not considered necessary.

Charges on assets

All the Council and Group's assets are free from any charges exercisable by third parties except as disclosed within the financial statements.

Future commitments

The Council and Group has no plans, intentions or commitments that may materially affect the carrying value or classification of assets and liabilities or give rise to additional liabilities.

Service Concession Arrangements

| am not aware of any material contract variations, payment deductions or additional service charges in 2024/25 in relation to the Council and Group’s service concession arrangements that you have not been made aware of.
Subsequent events

| confirm all events subsequent to the date of the financial statements and for which the Code, as amended by applicable law, require adjustment or disclosure have been adjusted or disclosed.

Should further material events occur after the date of this letter which may necessitate revision of the figures included in the financial statements or inclusion of a note thereto, | will advise you accordingly.
Impacts of Russian Forces entering Ukraine

| confirm that | have carried out an assessment of the potential impact of Russian Forces entering Ukraine on the Council and Group, including the impact of mitigation measures and uncertainties.
Tariffs

| confirm that | have carried out an assessment of the potential impact of changes in US trade policy in respect of tariffs, including the impact of reciprocal tariffs by other countries, including the impact of mitigation measures
and uncertainties.

Going concern

To the best of my knowledge there is nothing to indicate that the Council and Group will not continue as a going concern in the foreseeable future. The period to which | have paid particular attention in assessing the
appropriateness of the going concern basis is not less than twelve months from the date of approval of the accounts.
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Annual Governance Statement

| am satisfied that the Annual Governance Statement (AGS) fairly reflects the Council and Group’s risk assurance and governance framework and | confirm that | am not aware of any significant risks that are not disclosed
within the AGS.

Narrative Report
The disclosures within the Narrative Report fairly reflect my understanding of the Council and Group’s financial and operating performance over the period covered by the financial statements.
Unadjusted misstatements

| confirm that the effects of the uncorrected misstatements are immaterial, both individually and in aggregate, to the financial statements as a whole. A list of the uncorrected misstatements is attached to this letter as an
Appendix. Please make sure the appendix is attached to the letter and not cross-referenced to the appendix in the ACR.

Prior period adjustments

A prior period adjustment/reclassification was identified and impacted upon the figures in Note 14, Property, Plant and Equipment. As a result, the prior period figures have been restated. | confirm that | have disclosed to you
all the relevant information to support the prior period adjustment and its disclosure notes within the financial statements and | deem the disclosure to be complete and accurate to the best of my knowledge.

Arrangements to achieve economy, effectiveness and efficiency in Use of Resources (Value for Money arrangements)

| confirm that | have disclosed to you all findings and correspondence from regulators for previous and ongoing inspections of which | am aware. In addition, | have disclosed to you any other information that would be
considered relevant to your work on value for money arrangements.

Yours faithfully,

Director of Finance and Transformation

Date:
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To follow
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Appendix D: Confirmation of our independence

We communicate any matters which we believe may have a bearing on the independence or the objectivity of Forvis Mazars LLP and the audit team. As part of our ongoing risk assessment, we monitor our relationships with
you to identify any new actual or perceived threats to our independence within the regulatory or professional requirements governing us as your auditors.

We confirm that no new threats to independence have been identified since issuing our Audit Strategy Memorandum and therefore we remain independent.

We have made arrangements for the activities set out below (which are our activities as auditor) to be conducted by another firm that is not a Forvis Mazars’ member firm:
Component audit of Kingstown Works Limited is completed Smailes Goldie — See Section -3 Audit Approach for further information on our Group approach.

We confirm that we have received a confirmation from the other firm regarding their independence.

We will use the work of external experts in the following area(s) of our audit:

Valuation of land, buildings, council dwellings and surplus assets

Net defined benefit pension valuation

We confirm that we have received a confirmation from the external expert regarding their independence.
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Appendix E: Other communications

Other communication Response

& Compliance with We have not identified any significant matters involving actual or suspected non-compliance with laws and regulations.

Laws and

- We will obtain written representations from management that all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should be
egulations

considered when preparing financial statements have been disclosed.

External

. . We did not experience any issues with respect to obtaining external confirmations.
confirmations

We did not identify any significant matters relating to the audit of related parties.
'ﬁ We will obtain written representations from management confirming that:
I Related parties a. they have disclosed to us the identity of related parties and all the related party relationships and transactions of which they are aware; and
[N

b. they have appropriately accounted for and disclosed such relationships and transactions in accordance with the requirements of the applicable financial reporting framework.

We have not identified any evidence to cause us to disagree with the Director of Finance and Transformation that the Council will be a going concern, and therefore we have not identified
Going Concern any evidence to cause us to consider that the use of the going concern assumption in preparation of the financial statements is not appropriate.

rf?' We will obtain written representations from management, confirming that all relevant information covering a period of at least 12 months from the date of approval of the financial statements
has been taken into account in assessing the appropriateness of the going concern basis of preparation of the financial statements.
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Other communication Response

We are required to obtain evidence about whether events occurring between the date of the financial statements and the date of the auditor’s report that require adjustment of, or disclosure

4

in, the financial statements are appropriately reflected in those financial statements in accordance with the applicable financial reporting framework.
8 Subsequent events

We will obtain written representations from management that all events occurring subsequent to the date of the financial statements and for which the applicable financial reporting

framework requires adjustment or disclosure have been adjusted or disclosed.

Our audit was designed to obtain reasonable assurance whether the financial statements as a whole are free from material misstatement due to fraud. Please refer to the section titled
‘Fraud considerations’ for our fraud considerations and conclusion.

We will obtain written representations from management and, where appropriate, the Audit Committee, confirming that

a.
| b.
M~~~  Matters related .
- Q ~  to fraud :
d.

54

they acknowledge their responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud;
they have disclosed to the auditor the results of management’s assessment of the risk that the financial statements may be materially misstated as a result of fraud;
they have disclosed to the auditor their knowledge of fraud or suspected fraud affecting the entity involving:

i. management;

ii. employees who have significant roles in internal control; or

iii. others where the fraud could have a material effect on the financial statements; and

they have disclosed to the auditor their knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s financial statements communicated by employees, former
employees, analysts, regulators or others.
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Other communication Response

To address the requirements of ISQM (UK) 1, our firm’s System of Quality Management team completes, as part of an ongoing and iterative process, a number of key steps to assess and
conclude on our firm’s System of Quality Management, including:

» Ensuring there is an appropriate assignment of responsibilities under ISQM (UK) 1 and across Leadership

+ Establishing and reviewing quality objectives each year, ensuring ISQM (UK) 1 objectives align with our firm's strategies and priorities

=y System of Quality + Identifying, reviewing, and updating quality risks each quarter, taking into consideration a number of input sources (such as FRC / ICAEW review findings, internal monitoring findings,
= Management findings from our firm’s root cause analysis and remediation functions, etc.)

+ ldentifying, designing, and implementing responses as part of the process to strengthen our firm's internal control environment and overall quality
» Evaluating responses and remediating control gaps or deficiencies

We perform an evaluation of our system of quality management on an annual basis. Our latest evaluation was performed as of 31 August 2024. Details of that assessment and our
conclusion are set out in our 2023/2024 Transparency Report, which is available on our website here.
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http://www.forvismazars.com/uk/en/who-we-are/corporate-publications/transparency-reports

Contact

Forvis Mazars

Mark Outterside

Director
Tel: +44 (0) 191 383 6339
Mark.Outterside@mazars.co.uk

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 2024. All rights reserved.
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