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Executive Summary

Purpose

Our Annual Audit Letter (Letter) summarises the key findings arising from the
work that we have carried out at the Royal Borough of Greenwich Council
(the Council) for the year ended 31 March 2020.

This Letter is intended to provide a commentary on the results of our work to
the Council and external stakeholders, and to highlight issues that we wish to
draw to the attention of the public. In preparing this Letter, we have followed
the National Audit Office (NAO)'s Code of Audit Practice and Auditor
Guidance Note (AGN) 07 — 'Auditor Reporting'. We reported the detailed
findings from our audit work to the Council's Audit and Risk Management
Panel as those charged with governance in our Audit Findings Report on 24
November 2020 and Full Council on 25 November 2020.

Our work

Respective responsibilities

We have carried out our audit in accordance with the NAQO's Code of Audit Practice,

which reflects the requirements of the Local Audit and Accountability Act 2014 (the

Act). Our key responsibilities are to:

» give an opinion on the Council's financial statements (section two)

» assess the Council's arrangements for securing economy, efficiency and
effectiveness in its use of resources (the value for money conclusion) (section
three).

In our audit of the Council's financial statements, we comply with International
Standards on Auditing (UK) (ISAs) and other guidance issued by the NAO.

Materiality
gross cost of services.

We determined materiality for the audit of the Council's financial statements to be £14,300,000, which is 1.3% of the Council's

Financial Statements opinion

We gave an unqualified opinion on the Council's financial statements on 26 November 2020.

We included an emphasis of matter paragraph in our report in respect of the uncertainty over valuations of the Council's land and
buildings and the Authority’s share of the pension fund’s property, private equity and alternative investments as at 31 March
2020 given the Coronavirus pandemic. This does not affect our opinion that the statements give a true and fair view of the
Council's financial position and its income and expenditure for the year.

Whole of Government Accounts
(WGA)

We are in the progress of completing our work on the Council’s consolidation return following guidance issued by the NAO.

Use of statutory powers

We did not identify any matters which required us to exercise our additional statutory powers.
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Executive Summary

Value for Money arrangements \We were satisfied that the Council put in place proper arrangements to ensure economy, efficiency and effectiveness in its use of
resources. We reflected this in our audit report to the Council on 26 November 2020.

Certificate We are unable to certify that we have completed the audit of the financial statements of the Royal Borough of Greenwich until we
have completed our work on the Whole of Government accounts.

Working with the Council

The outbreak of the Covid-19 coronavirus pandemic has had a significant impact on the normal operations of the Council.

The Council has faced extensive front-line challenges as a result of the pandemic such as administration of grants to businesses, closure of schools and car
parks with additional complexities of reopening services under new government guidelines. The Council has responded well to the challenges caused by the
pandemic. The Council took the additional available time to prepare the financial statements ensuring that internal checking procedures were completed and
robust working papers were available for the start of the audit in September. This has proven to be a sensible decision and has resulted in a robust set of
financial statements and a good set of working papers provided to the audit team.

Throughout the closedown period we held regular meetings with the Council’s key finance staff to discuss the impact of Covid-19. We also discussed the
financial implications in terms of asset valuations, going concern and provision for credit losses in advance of the submission of the financial statements.
There has not been any changes in key financial processes that impacted on our audit approach. Restrictions for non-essential travel have meant both teams
have had to be flexible in approaches to sharing information. We agreed to use video calling to watch the finance team run the required reports to gain
assurance over the completeness and accuracy of information produced by the Council.

We made more use of conference calls and emails to resolve audit queries. Both teams utilised a query log to track and resolve outstanding items. Weekly
meetings were held with senior finance staff to highlight key outstanding issues and findings to date, ensuring that the audit process was as smooth as
possible. The audit was completed ahead of the 30 November 2020 revised deadline.

We would like to record our appreciation for the assistance and co-operation provided to us during our audit by the Council's staff.

Grant Thornton UK LLP
December 2020
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Audit of the Financial Statements

Our audit approach

Materiality

In our audit of the Council's financial statements, we use the concept of
materiality to determine the nature, timing and extent of our work, and in
evaluating the results of our work. We define materiality as the size of the
misstatement in the financial statements that would lead a reasonably
knowledgeable person to change or influence their economic decisions.

We determined materiality for the audit of the Council’s financial statements
to be £14,300,000, which is 1.3% of the Council’s gross cost of services. We
used this benchmark as, in our view, users of the Council's financial
statements are most interested in where the Council has spent its revenue in
the year.

We set a lower threshold of £715,000, above which we reported errors to the
Audit and Risk Management Panel in our Audit Findings Report.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

The scope of our audit

Our audit involves obtaining sufficient evidence about the amounts and disclosures in

the financial statements to give reasonable assurance that they are free from material

misstatement, whether caused by fraud or error. This includes assessing whether:

» the accounting policies are appropriate, have been consistently applied and
adequately disclosed;

+ the significant accounting estimates made by management are reasonable; and

» the overall presentation of the financial statements gives a true and fair view.

We also read the remainder of the Statement of Accounts to check it is consistent with
our understanding of the Council and with the financial statements included in the
Statement of Accounts on which we gave our opinion.

We carry out our audit in accordance with ISAs (UK) and the NAO Code of Audit
Practice. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of the Council's business
and is risk based.

We identified key risks and set out overleaf the work we performed in response to
these risks and the results of this work.
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Audit of the Financial Statements

Significant Audit Risks

These are the significant risks which had the greatest impact on our overall strategy and where we focused more of our work.

Risks identified in our audit plan

Covid-19

The global outbreak of the Covid-19 virus pandemic has led to
unprecedented uncertainty for all organisations, requiring urgent
business continuity arrangements to be implemented. We expect
current circumstances will have an impact on the production and
audit of the financial statements for the year ended 31 March 2020,
including and not limited to;

* Remote working arrangements and redeployment of staff to
critical front line duties may impact on the quality and timing of
the production of the financial statements, and the evidence we
can obtain through physical observation.

» Volatility of financial and property markets will increase the
uncertainty of assumptions applied by management to asset
valuation and receivable recovery estimates, and the reliability
of evidence we can obtain to corroborate management
estimates.

* Financial uncertainty will require management to reconsider
financial forecasts supporting their going concern assessment
and whether material uncertainties for a period of at least 12
months from the anticipated date of approval of the audited
financial statements have arisen.

Disclosures within the financial statements will require significant
revision to reflect the unprecedented situation and its impact on the
preparation of the financial statements as at 31 March 2020 in
accordance with 1AS1, particularly in relation to material
uncertainties.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

How we responded to the risk

As part of our audit work we have:

Worked with management to understand the
implications of the response to the Covid-19
pandemic on the Council’s ability to prepare the
financial statements including updating financial
forecasts and assessment of the implications for
our materiality calculations.

Liaised with other audit suppliers, regulators and
government departments to co-ordinate practical
cross-sector responses to issues as and when
they arose.

Evaluated the adequacy of the disclosures in the
financial statements that arose in light of the
Covid-19 pandemic.

Evaluated whether sufficient audit evidence could
be obtained through remote technology.

Evaluated whether sufficient audit evidence could
be obtained to corroborate significant
management estimates.

Evaluated management’s assumptions that
underpin the revised financial forecasts and the
impact on management’s going concern
assessment.

Discussed with management the implications for
our audit report where we have been unable to
obtain sufficient audit evidence.

Findings and conclusions

The Council’s property valuation
specialists reported that valuations of
land and buildings were subject to
‘material valuation uncertainty’ as at 31
March 2020, as a result of the impact of
the Covid-19 pandemic on market activity
in the real estate sector, meaning that
less certainty, and a higher degree of
caution, should be placed on the
recorded valuation of these assets than
would otherwise be the case.

In addition, the fund managers for the
Pension Fund’s pooled property, Private
Equity and diversified alternatives
investments declared material valuation
uncertainties around the valuation of
these investments. This impacts upon the
valuation of the net defined benefit liability
in the Council’s balance sheet.

Management have disclosed these
uncertainties in Note 32 to the Council’s
financial statements. These disclosures
were referred to in our auditor’s report in
emphasis of matter paragraphs. These
references do not constitute qualification
of the audit opinion.
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Audit of the Financial Statements

Significant Audit Risks - continued

These are the significant risks which had the greatest impact on our overall strategy and where we focused more of our work.

Risks identified in our audit plan

Valuation of land and buildings

The Council's pension fund net liability, as
reflected in its balance sheet as the net defined
benefit liability, represents a significant estimate
in the financial statements.

The pension fund net liability is considered a
significant estimate due to the size of the
numbers involved and the sensitivity of the
estimate to changes in key assumptions.

We therefore identified valuation of the Council’s
pension fund net liability as a significant risk,
which was one of the most significant assessed
risks of material misstatement.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

How we responded to the risk

As part of our audit work we have:

Evaluated management's processes and assumptions for the
calculation of the estimate, the instructions issued to valuation
experts and the scope of their work.

Evaluated the competence, capabilities and objectivity of the
valuation expert.

Written to the valuer to confirm the basis on which the valuation
was carried out to ensure that the requirements of the Code are
met.

Engaged our own valuer to assess the instructions to the Council’s
valuer, the Council’s valuer’s report and the assumptions that
underpin the valuation.

Tested revaluations made during the year to see if they had been
input correctly into the Council’s asset register.

Assessed the value of a sample of assets in relation to market
rates for comparable properties.

Tested a sample of beacon properties in respect of council
dwellings to consider whether their valuation assumptions are
appropriate and whether they are truly representative of the other
properties within that beacon group.

Findings and conclusions

As discussed under ‘Covid-19’ above, the
Council’s property valuation specialists
reported that valuations of land and
buildings and council dwellings were
subject to ‘material valuation uncertainty’
as at 31 March 2020, as a result of the
impact of the Covid-19 pandemic on
market activity in the real estate sector,
meaning that less certainty and a higher
degree of caution should be placed on
the recorded valuation of these assets
than would otherwise be the case.
Management have disclosed this
uncertainty in Note 32 to the financial
statements. This disclosure was referred
to in our auditor’s report in an emphasis
of matter paragraph. This does not
constitute a qualification of the audit
opinion.
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Audit of the Financial Statements

Significant Audit Risks - continued
These are the significant risks which had the greatest impact on our overall strategy and where we focused more of our work.

Risks identified in our audit plan

Valuation of net pension liability

The Council's pension fund net
liability, as reflected in its balance
sheet as the net defined benefit
liability, represents a significant
estimate in the financial statements.

The pension fund net liability is
considered a significant estimate due
to the size of the numbers involved
and the sensitivity of the estimate to
changes in key assumptions.

We therefore identified valuation of
the Council’s pension fund net liability
as a significant risk, which was one of
the most significant assessed risks of
material misstatement.

How we responded to the risk

As part of our audit work we have:

Updated our understanding of the processes and controls put in place by
management to ensure that the Council’s pension fund net liability is not
materially misstated and evaluate the design of the associated controls.

Evaluated the instructions issued by management to their management
expert (an actuary) for this estimate and the scope of the actuary’s work.

Assessed the competence, capabilities and objectivity of the actuary who
carried out the Council’s pension fund valuation.

Assessed the reasonableness of the actuary’s assumptions and
calculations in-line with the relevant standards, including their
consideration of the ongoing impact of the McCloud and Guaranteed
Minimum Pension cases.

Assessed the accuracy and completeness of the information provided by
the Council to the actuary to estimate the liability.

Tested the consistency of the pension fund asset and liability and
disclosures in the notes to the core financial statements with the actuarial
report from the actuary.

Undertook procedures to confirm the reasonableness of the actuarial
assumptions made by reviewing the report of the consulting actuary (as
auditor’s expert) and performing any additional procedures suggested
within the report.

Obtained assurances from our audit of the Pension Fund as to the controls
surrounding the validity and accuracy of membership data, contributions
data and benefits data sent to the actuary by the pension fund and the fund
assets valuation in the pension fund financial statements.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

Findings and conclusions

As discussed under ‘Covid-19’ above, the fund
managers for the Pension Fund’s pooled
property, Private Equity and Diversified
Alternative investments reported that valuations
of these investments were subject to ‘material
valuation uncertainty’ as at 31 March 2020, as a
result of the impact of the Covid-19 pandemic,
meaning that less certainty, and a higher degree
of caution, should be placed on the recorded
valuation of these assets than would otherwise
be the case.

As 90% of the Pension Fund’s assets are
attributable to the Council as the administering
authority for the Fund, this material uncertainty
impacts in turn upon the valuation of the net
defined benefit liability in the Council’s balance
sheet.

Management have disclosed this uncertainty in
Note 32 to the financial statements. This
disclosure was referred to in our auditor’s report
in an emphasis of matter paragraph. This does
not constitute a qualification of the audit opinion.

A few minor presentational amendments were
made to the pensions liability disclosure note.
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Audit of the Financial Statements

Significant Audit Risks - continued

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work.

Risks identified in our audit plan

Management override of internal controls

Under ISA (UK) 240 there is a non-rebuttable presumed
risk that the risk of management over-ride of controls is
present in all entities.

In particular journals, management estimates and
transactions outside the course of business are areas
susceptible to management override.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

How we responded to the risk

As part of our audit work we have;

Evaluated the design effectiveness of management
controls over journals.

analysed the journals listing and determine the criteria
for selecting high risk unusual journals.

Tested unusual journals recorded during the year and
after the draft accounts stage for appropriateness and
corroboration.

Gained an understanding of the accounting estimates
and critical judgements applied made by management
and consider their reasonableness with regard to
corroborative evidence.

Evaluated the rationale for any changes in accounting
policies, estimates or significant unusual transactions.

Findings and conclusions

We have not identified any material
issues from our work.
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Audit of the Financial Statements for Pension Fund

Pension Fund Significant Audit Risks
These are the risks which had the greatest impact on our overall strategy and where we focused more of our work on the pension fund.

Risks identified in our audit plan How we responded to the risk

Covid-19 As part of our audit work we have;

The global outbreak of the Covid-19 virus pandemic has led to unprecedented . \Worked with management to understand the

uncertainty for all organisations, requiring urgent business continuity implications the response to the Covid-19

arrangements to be implemented. We expect current circumstances will have pandemic had on the pension fund’s ability to

an impact on the production and audit of the financial statements for the year prepare the financial statements and update

ended 31 March 2020, including and not limited to; financial forecasts and assessed the implications

« Remote working arrangements and redeployment of staff to critical front line for our materiality calculations. The draft financial
duties may impact on the quality and timing of the production of the financial statements were provided on 30 June 2020.
statements, and the evidence we can obtain through physical observation. « Evaluated the adequacy of the disclosures in the

« Volatility of financial and property markets will increase the uncertainty of financial statements that arose in light of the
assumptions applied by management to asset valuation, and the reliability of Covid-19 pandemic.
evidence we can obtain to corroborate management estimates. . Evaluated whether sufficient audit evidence could

« For instruments classified as fair value through profit and loss there may be be obtained through remote technology.

a need to review the Level 1-3 classification of the instruments if trading may . Evaluated whether sufficient audit evidence could
have reduced to such an extent that quoted prices are not readily and be obtained to corroborate significant

regularly available and therefore do not represent actual and regularly management estimates such as the investment
occurring market transactions. valuations.

* Whilst the nature of the Fund and its funding position (i.e. notin a winding up . Evaluated management’s assumptions that
position or no cessation event) means the going concern basis of underpin the revised financial forecasts and the
preparation remains appropriate management may need to consider impact on management’s going concern
whether material uncertainties for a period of at least 12 months from the assessment.
anticipated date of approval of the audited financial statements have arisen;

Discussed with management the implications for

our audit report where we have been unable to
» Disclosures within the financial statements will require significant revision to obtain sufficient audit evidence.

reflect the unprecedented situation and its impact on the preparation of the
financial statements as at 31 March 2020 in accordance with IAS1,
particularly in relation to material uncertainties.

and

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

Findings and conclusions

Our audit opinion was
unqualified including an
Emphasis of Matter
paragraph, highlighting the
material uncertainties
caused by Covid-19
disclosed by the Pension
Fund Investment Managers
in their valuation of Private
Equity, Property and
diversified alternative
investments. The Emphasis
of Matter is not a modified
or qualified opinion.

10
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Audit of the Financial Statements Pension Fund

Pension Fund Significant Audit Risks - continued
These are the risks which had the greatest impact on our overall strategy and where we focused more of our work on the pension fund.

Risks identified in our audit plan How we responded to the risk Findings and conclusions
Management override of internal controls As part of our audit work we have; We have not identified any material
Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk  + Reviewed entity controls. issues from our work.

of management over-ride of controls is present in all entities. - Reviewed accounting estimates,

In particular journals, management estimates and transactions outside the judgements and decisions made by

course of business are areas susceptible to management override. management.

* Reviewed unusual significant transactions.

Change in custodian As part of our audit work we have; We have not identified any material
Under ISA 315 significant risks often relate to significant non-routine . Gained and understanding of the Fund’s  issues from our work.
transactions. The Fund changed custodian State Street to Northern Trust process to ensure that assets are
as at 1 October 2019. With highly material balances being transitioned correctly transferred between custodians.
there is a risk that assets could be misappropriated. « Reviewed and tested reconciliations back
There is also the risk that assets are recorded incorrectly to State Street and Northern Trust records
to ensure the completeness of assets
transferred.

« Reconciled Northern Trust balances to
fund managers at 31 March 2020.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020 11
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Audit of the Financial Statements Pension Fund

Pension Fund Significant Audit Risks - continued

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work on the pension fund.

Risks identified in our audit plan

Valuation of level 3 investments

The Fund values its investments on an annual basis to ensure that
the carrying value is not materially different from the fair value at

the financial statements date.

By their nature Level 3 investment valuations lack observable
inputs. These valuations therefore represent a significant estimate
by management in the financial statements due to the size of the
numbers involved (£206 million) and the sensitivity of this estimate

to changes in key assumptions

Under ISA 315 significant risks often relate to significant non-
routine transactions and judgemental matters. Level 3
investments by their very nature require a significant degree of
judgement to reach an appropriate valuation at year end.

Management utilise the services of investment managers and/or
custodians as valuation experts to estimate the fair value as at 31

March 2020.
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How we responded to the risk Findings and conclusions

As part of our audit work we have: Our audit opinion was unqualified

including an Emphasis of Matter
paragraph, highlighting the material
uncertainties caused by Covid-19
disclosed by the Pension Fund
Investment Managers in their valuation of
Private Equity, Property and diversified
alternative investments. The Emphasis of
Matter is not a modified or qualified
Obtained audited financial statements for all the opinion.

Level 3 Funds (December 2019) and compared

the audited fund valuation with the Fund Manager

capital statements at the same period. We

checked any cash movements between

December 2019 and March 2020.

Considered the competence, expertise and
objectivity of any management experts used; and

Gained an understanding of the Fund’s process
for valuing level 3 investments and evaluated the
design of the associated controls.

Reviewed the nature and basis of estimated
values and consider what assurance management
has over the year end valuations provided for
these types of investment.

Verified the investment balances to the fund
manager and custodian reports.

12
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Audit of the Financial Statements

Audit opinion
We gave an unqualified opinion on the Council's financial statements on 26
November 2020.

Preparation of the financial statements

The Council presented us with draft financial statements at the end of August
2020 in accordance with the agreed timescale, and provided a good set of
working papers to support them. The finance team responded promptly and
efficiently to our queries during the course of the audit.

Issues arising from the audit of the financial statements
We reported the key issues from our audit to the Council's Audit and Risk
Management Panel on 24 November 2020 and to Full Council on 26
November 2020. There were no significant amendments made to the
financial statements as a result of the audit.

Annual Governance Statement and Narrative Report

We are also required to review the Council’s Annual Governance Statement
and Narrative Report. It published them on its website in the draft Statement
of Accounts in August 2020.

Both documents were prepared in line with the CIPFA Code and relevant
supporting guidance. We confirmed that both documents were consistent
with the financial statements prepared by the Council and with our
knowledge of the Council.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

Pension fund accounts

We gave an unqualified opinion on the pension fund accounts of Royal Borough of
Greenwich Pension Fund on 26 November 2020. We also reported the key issues
from our audit of the pension fund accounts to the Council’s to the Council's Audit and
Risk Management Panel on 24 November 2020 and to Full Council on 26 November
2020. There were no significant amendments made to the financial statements as a
result of the audit.

Whole of Government Accounts (WGA)
We are still undertaking our work on the Council’s Whole of Government Accounts.

Certificate of closure of the audit

We are unable to certify that we have completed the audit of the financial statements
of the Royal Borough of Greenwich until we have completed our work on the Whole of
Government accounts.

13
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Value for Money conclusion

Background

We carried out our review in accordance with the NAO Code of Audit
Practice, following the guidance issued by the NAO in April 2020 which
specified the criterion for auditors to evaluate:

In all significant respects, the audited body takes properly informed decisions
and deploys resources to achieve planned and sustainable outcomes for
taxpayers and local people.

Key findings
Ouir first step in carrying out our work was to perform a risk assessment and
identify the risks where we concentrated our work.

The risks we identified and the work we performed are set out overleaf.

As part of our Audit Findings report agreed with the Council in November
2020, we agreed recommendations to address our findings.

Overall Value for Money conclusion
We are satisfied that in all significant respects the Council put in place proper

arrangements to secure economy, efficiency and effectiveness in its use of resources

for the year ending 31 March 2020.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020
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Value for Money conclusion

Risks identified in our audit plan

Financial sustainability

We note services within the Council are
forecasting overspends due to

demand and cost pressures, additionally
Brexit will increase the

macroeconomic pressures faced by the
Council, which will need to be planned for.
Given the restricted nature of potential
funding and the statutory duty to provide a
baseline level of services we consider
financial sustainability to be a key
challenge for the Council going forward.

It is clear that the Council continue to face
significant financial risk due to the demand

pressures and the uncertainty of the future.

Another key factor is the availability of
usable reserves which is circa £330m
(including capital receipts) at the end of
2018/19.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

How we responded to the risk

As part of our work we have:

Reviewed the Council’s in year
budget monitoring and outturn
reports.

Reviewed the Council’s 2020-21
budget.

Reviewed the Council’s updated
Medium Term Financial Plans.

Compare the Council’s levels of
reserves with other London
Boroughs.

Findings and conclusions

The financial outlook for the Council remains challenging. During 2019/20
and in the period since the year-end, officers have put in place
arrangements to ensure that risks and uncertainties are given due
consideration in short and medium-term financial planning and the impact
is effectively modelled to the best of their ability, drawing on external
support where knowledge gaps or wider unknowns are identified.

The outturn position for 2019/20 is in line with expectations. Management
have an understanding of the key drivers for income and expenditure
relating to core services and understand the impact of decisions taken on
the Council’s financial position. The Council has sufficient resources in
place to meet the expected shortfalls in income and increases in
expenditure for 2020/21 arising from the Covid-19 pandemic. The Council
is not facing the kinds of immediate challenging decisions to stop
delivering services or requiring to announce Section 114 notices which
comparable local authorities could be subject to.

In the medium term, the picture remains far more uncertain as the longer-
lasting impact of the pandemic on the economy, in the context of wider
financial risks beyond the control of officers or members, remain
significant unknowns. Management are conscious of the need to remain
responsive to emerging circumstances, whilst keeping sight of longer term
strategic goals which underpin future investment decisions from use of
reserves We would also note the Council’s balance sheet is very clean.
There are no complex transactions which store up future debt, no
complex groups structures, no risky investments, a reasonable debt ratio.
This means that addressing the challenges of the Pandemic are based on
the management of routine income and expenditure transactions which
are clear and transparent. This reflects well on the Council’'s governance
arrangements in the austerity era.

15
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A. Reports issued and fees

We confirm below our final reports issued and fees charged for the audit and confirm the fees for the provision of non audit services.

Reports issued

Report Date issued
Audit Plan February 2020
Audit Findings Report November 2020
Annual Audit Letter December 2020
Fees
Scale Fee Agreed Agreed
Planned Actual fees
Fee £
£
Statutory audit 149,820 184,820 212,543
Audit of Pension Fund 16,170 25,000 28,750
Total fees 165,990 209,820 241,293

Audit fee variation

As outlined in our audit plan, the 2019-20 scale fee published by PSAA
of 149,820 assumes that the scope of the audit does not significantly

change. There are a number of areas where the scope of the audit has

changed, which has led to additional work.

Fee variations have been agreed with management, Audit and Risk Management Panel and Full Council, but are subject to PSAA approval.

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020
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A. Reports issued and fees

Area

Raising the bar increased
challenge and reduction in
materiality.

Pensions - IAS 19

PPE Valuation — work of
experts

Welfare benefit expenditure

New standards
/developments

Additional Covid costs 15%

Total

Fee variation for the Council

Reason Fee Agreed

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms needs to improve across £11.500
local audit. This will require additional supervision and leadership, as well as additional challenge and scepticism in areas

such as journals, estimates, financial resilience and information provided by the entity. For major audits, we have also

reduced the materiality level, reflecting the higher profile of local audit. This will entail increased scoping and sampling.

We have increased the granularity, depth and scope of coverage, with increased levels of sampling, additional levels of £4.000
challenge and explanation sought, and heightened levels of documentation and reporting.

We have engaged our own audit expert — (Wilkes, Head & Eve) and increased the volume and scope of our audit work to £11,500
ensure an adequate level of audit scrutiny and challenge over the assumptions that underpin PPE valuations. We estimate

that the cost of the auditors expert will be in the region of £5,000. The 2019/20 year also included detailed work on beacons.

The PSAA approved fee structure is designed assuming that the same auditing body will perform the External Statutory £5,000
Audit and the Housing Benefit Certification, giving a reduced audit fee due to cross subsidisation in workload. Greenwich

has a history of complex welfare benefit expenditure work, as is illustrated by the qualification letter and volume of 40+

work completed, this work was used to give us assurance during the external audit and so part of this must still be

completed for external audit purposes even though it is not then also used for the certification. Since the Housing Benefit
Certification work is no longer provided by Grant Thornton these economies in testing the welfare benefit expenditure are

lost, and so an additional fee must be levied to make up the shortfall

Additional work will be required for disclosures required in 2019/20 under IAS8 £3,000

The impact of Covid-19 on the audit of the financial statements for 2019/20 has been multifaceted. This includes: £27,723

Revisiting planning - we have needed to revisit our planning and refresh risk assessments, materiality and testing levels.
This has resulted in the identification of a significant risk at the financial statements level in respect of Covid-19
necessitating the issuing of an addendum to our original audit plan as well as additional work on areas such as going
concern and disclosures in accordance with IAS1 particularly in respect to material uncertainties.

Management’s assumptions and estimates - there is increased uncertainty over many estimates including investment
valuations. We have include an Emphasis of Matter in the Audit Report in respect of the material uncertainty on property
values.

Remote working — the most significant impact in terms of delivery is the move to remote working. We, as other auditors,
have experienced delays and inefficiencies as a result of remote working.

£62,723
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A. Reports issued and fees continued

Area

Raising the bar increased
challenge

Valuation of Level 3
Investments

Additional Covid costs 15%

Total

Fee variation for the Pension Fund

Reason Fee Agreed

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms needs to improve across £5,000
local audit. This will require additional supervision and leadership, as well as additional challenge and scepticism in areas

such as journals, estimates, financial resilience and information provided by the entity.

The Financial Reporting Council (FRC) has highlighted that the quality of work by all audit firms in respect of valuations of £3,830
hard to value investments needs to improve across the sector. Accordingly, we plan to enhance the scope and coverage of

our work to ensure an adequate level of audit scrutiny and challenge over the assumptions and evidence that underpin the
valuations of level 3 investments this year to reflect the expectations of the FRC and ensure we issue a safe audit opinion.

The impact of Covid-19 on the audit of the financial statements for 2019/20 has been multifaceted. This includes: £3,750
» Revisiting planning - we have needed to revisit our planning and refresh risk assessments, materiality and testing levels.
This has resulted in the identification of a significant risk at the financial statements level in respect of Covid-19
necessitating the issuing of an addendum to our original audit plan as well as additional work on areas such as going
concern and disclosures in accordance with IAS1 particularly in respect to material uncertainties.
+ Management’'s assumptions and estimates - there is increased uncertainty over many estimates including investment
valuations. We have include an Emphasis of Matter in the Audit Report in respect of the material uncertainty on property
values.
* Remote working — the most significant impact in terms of delivery is the move to remote working. We, as other auditors,
have experienced delays and inefficiencies as a result of remote working.

£12,580
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A. Reports issued and fees continued

Fees for non-audit services

Service

Audit related services

- Teachers Pension Return

- Pooling of Housing Capital Receipts
- ESFA subcontracting grant

Non-Audit related services
- None

© 2020 Grant Thornton UK LLP | Annual Audit Letter | December 2020

Fees £

£5,000
£5,000
£5,000

Non- audit services

» For the purposes of our audit we have made enquiries of all Grant
Thornton UK LLP teams providing services to the Council. The table
above summarises all non-audit services which were identified.

* We have considered whether non-audit services might be perceived
as a threat to our independence as the Council’s auditor and have
ensured that appropriate safeguards are put in place.

The above non-audit services are consistent with the Council’s policy on
the allotment of non-audit work to your auditor.
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