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Dear Audit Committee Members

Audit Planning Report Addendum 2024/25

We presented the provisional 2024/25 audit planning report to the Audit Committee in May 2025. This report provides the Audit Committee
of Norwich (the Council) with an update to the proposed audit approach and scope for the 2024/25 audit.

This is in accordance with the requirements of the Local Audit and Accountability Act 2014, the National Audit Office's 2024 Code of Audit
Practice, the Statement of Responsibilities issued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards, and other
professional requirements.

As the Council’'s body charged with governance, the Audit Committee plays a crucial role in ensuring assurance over both the quality of the
draft financial statements prepared by management and the Council’s wider arrangements to support a timely and efficient audit. Failure to
achieve this will affect the level of resources required to fulfil our responsibilities. We will assess and report on the adequacy of the Council's
external financial reporting arrangements, as well as the effectiveness of the Audit Committee in fulfilling its role within those arrangements
as part of our Value for Money assessment.

This report is intended solely for the information and use of the Audit Committee and management, and is not intended to be, and should not
be used, by anyone other than these specified parties.

We welcome the opportunity to discuss the updates contained in this report with you on 23 September 2025 as well as understand whether
there are other matters which you consider may influence our audit.

Yours faithfully

David Riglar
For and on behalf of Ernst & Young LLP
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Update to our 2024/25 - Value for Money
audit strateqgy 2 Audit risks 3 risks

Audit fee and
timeline

Public Sector Audit Appointments Ltd (PSAA) issued the ‘Statement of responsibilities of auditors and audited bodies'. It is available from the PSAA website (https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-

of-auditors-and-audited-bodies/statement-of-responsibilities-of-auditors-and-audited-bodies-from-2023-24-audits/). The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited
bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas. The ‘Terms of Appointment and further guidance (updated July
2021)' issued by the PSAA (https://www.psaa.co.uk/managing-audit-quality/terms-of-appointment/terms-of-appointment-and-further-guidance-1-july-2021/) sets out additional requirements that auditors must comply with, over and
above those set out in the National Audit Office Code of Audit Practice 2024 (the NAO Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of Norwich City Council Our work has been undertaken so that we might state to the Audit Committee and management of Norwich City Council those matters we
are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to anyone other than the Audit Committee and management of Norwich City
Council for this report or for the opinions we have formed. It should not be provided to any third-party without our prior written consent.
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OD Update to our 2024/25 audit

strategy




2024/25 Audit Plan Updates

Overview

Following the issue of our Provisional Audit Planning Report we have updated the risk concerning Group Accounts and identified a new Value for Money risk. We report
the changes made to the Provisional Audit Plan, and the impact on our timelines and fees in Sections 2, 3 and 4 of this report.

The amendments concern the Council’s wholly owned subsidiary Lion Homes Limited(LHL).

Other communications °

Audit Timeline

Our initial audit timeline as communicated in the pre-liminary audit plan has been subject to change given the Council’s delay in publishing the 2024/25 Statement of
Accounts and the change in risk profile of the 2024/25 audit. We anticipate that the audit will commence during October pending the publishing of the Statement of
Accounts.
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Audit risks
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Updated Audit Risk - Group Accounting

We had identified other areas of the audit, that have not been classified as significant risks but are still important when considering the risks of material misstatement to the financial

statements and disclosures. One of these areas was Group Accounting, we have now increased this to a significant risk.

What is the risk/area of focus, and the
key judgements and estimates?

—

Group Accounting -Consolidation Procedures
(Significant Risk)

We were unable to obtain assurance over the group
statements as the component auditor has not
reported to us on Lion Homes Ltd We also did not
have assurance over the opening group balances,
and therefore we did not have assurance over the
group statements.

The Council will need to undertake its annual
assessment of the group boundary to determine the
procedures it needs to undertake to consolidate the
relevant component entities.

Update:

A financial sustainability risk has been identified
concerning the council's wholly owned subsidiary,
Lion Homes Ltd. The Council has significant long
term debtor balances, arising from loans issued to
the subsidiary. There is a risk that some of these
balances may not be recoverable.

In additional, material errors have been identified in
the draft financial information for Lion Homes Ltd,
that were consolidated into the Council’'s 2023/24
financial statements. This will require a prior period
adjustment in the Council's 2024/25 financial
statements.

Our response: Key areas of challenge and
professional judgement

We will:

Review the Council's assessment of its group boundary;

Consider the need to liaise with the component auditors to
understand any risks that they are recognising and issue Group
Instructions as necessary;

Evaluate any risks at component level on the group accounts;

Issue instructions to the component auditors we intend to place
reliance on;

Review audit procedures performed by the component auditor;
and

Audit the consolidation process and group accounts

Review and assess Council judgements and accounting treatment
on the impairment of subsidiary balances in relation to Lion Homes
Ltd.

Obtain and evaluate management's assessment on the
recoverability of loans with the subsidiary companies using the
expected credit loss model.

Consider the judgments made and assumptions used by
management in assessing the recoverability of the loans and the
ability of the subsidiary companies to pay back loans to the
Council.

Consider the accounting treatment, including disclosure
requirements, for the error identified in the 2023/24 financial
information for Lion Homes Ltd, that were consolidated into the
Council's 2023/24

——— o What else will we do?

Consider the impact on the Group going concern
disclosure associated with Lion Homes Ltd.
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Value for Money

Council's responsibilities for value for money °

The Council is required to maintain an effective system of internal control that supports the achievement of its policies, aims and objectives while safequarding and
securing value for money from the public funds and other resources at its disposal.

As part of the material published with the financial statements, the Council is required to bring together commentary on the governance framework and how this has
operated during the period in a governance statement. In preparing the governance statement, the Council tailors the content to reflect its own individual
circumstances, consistent with the requirements of the relevant accounting and reporting framework and having regard to any guidance issued in support of that
framework. This includes a requirement to provide commentary on arrangements for securing value for money from the use of resources.

Auditor Responsibilities d

Under the NAO Code we are required to consider whether the Council has put in place ‘proper

arrangements’ to secure economy, efficiency and effectiveness on its use of resources. The Code Financial
requires the auditor to design their work to provide them with sufficient assurance to enable them to Sustainability
report to the Council a commentary against specified reporting criteria (see below) on the

arrangements the Council has in place to secure value for money through economic, efficient and

effective use of its resources for the relevant period.

The specified reporting criteria are:

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

. . . - . for securin
= Governance - How the Council ensures that it makes informed decisions and properly manages its uring

. value for
risks. money
= 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. Improving
— Economy,

Governance Efficiency &

Effectiveness,

)

Confidential — All Rights Reserved
© Ernst & Young LLP 2025 Norwich City Council Audit planning report addendum| 9



Value for Money (cont'd)

Planning and identifying risks of significant weakness in VFM arrangements °

The NAQ's guidance notes require us to conduct a risk assessment that collects sufficient evidence to document our evaluation of the Council's arrangements,
allowing us to draft a commentary under the three reporting criteria. This involves identifying and reporting on any significant weaknesses in those arrangements
and making appropriate recommendations. In considering the Council's arrangements, we consider:

= The governance statement;

= Evidence of arrangements during the reporting period;

= Evidence obtained from our audit of the financial statements;

= The work of inspectorates and other bodies; and

= Any other evidence that we deem as necessary to facilitate the performance of our statutory duties.

We then evaluate whether there is evidence indicating significant weaknesses in arrangements. According to the NAQO's guidance, determining what constitutes a
significant weakness and the extent of additional audit work required to address the risk is based on professional judgment. The NAO indicates that a weakness can
be considered significant if it:

= Exposes, or could reasonably be expected to expose, the council to significant financial loss or risk;

= |eads to, or could reasonably be expected to lead to, significant impact on the quality or effectiveness of service or on the council’'s reputation or unlawful
actions;

= |dentifies a failure to take action to address a previously identified significant weakness, such as failure to implement or achieve planned progress on
action/improvement plans.

Responding to identified risks of significant weakness °

When planning work identifies a risk of significant weakness, the NAO's guidance requires us to consider the additional evidence needed to verify whether there is a
significant weakness in arrangements. This involves conducting further procedures as necessary. We are required to report our planned procedures to the Audit
Committee.
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Value for Money (cont'd)

Reporting on VFM °

If we determine that the Council has not made proper arrangements for securing economy, efficiency, and effectiveness in its use of resources, the NAO Code
mandates that we reference this by exception in the audit report on the financial statements.

Additionally, we are required to provide a commentary on the value for money arrangements in the Auditor’'s Annual Report. The NAO Code specifies that this
commentary should be clear, readily understandable, and highlight any issues we wish to draw to the Council's or the wider public's attention. This may include
matters that are not considered significant weaknesses in arrangements but should still be brought to the Council's awareness. It will also cover details of any
recommendations from the audit and the follow-up of previously issued recommendations, along with our assessment of their satisfactory implementation. Our
2024/25 Auditor's Annual Report requires to be issued by 30 November 2025 to comply with the revised requirements of the NAO Code.

Status of our 2024/25 VFM planning o

We are in the process of finalising our Value for Money Planning procedures. Based on information brought to our attention during the audit, we have identified a
risk of significant weakness in the council’s arrangements. We have assessed the risk concerns the council’s governance arrangements for the subsidiary company
Lion Homes Limited.

We have set out the risk and our planned response in the table on the next page and we will update the Audit Committee further should we identify any additional
risks of significant weaknesses in arrangements during the audit .
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Value for Money Risks

The table summarises the risk of significant weaknesses identified during our planning. We will review arrangements and risks regularly, updating our work if new
risks arise and inform you of any additional significant weaknesses.

What is the risk of significant weakness? U E Change from Details and what we will do
arrangements PY
does this
impact
Governance on Council Companies Governance New risk for  We will :
There is a risk that the Council has inadequate governance 2024/25 » Ascertain if there are documented governance arrangements to monitor the
arrangements to establish, monitor and manage partnerships to performance and related risks for the Council's Companies.
ensure these do not impact negatively on the Council's objectives. > We will test compliance with the documented arrangements or determine

what partnership-related governance arrangements are in place for Lion

During the 2024/25 statutory audit we were made aware of Homes Ltd if there is no over-arching policy/procedure.

increased risk concerning the financial sustainability of Lion Homes
Limited, a subsidiary company of Norwich City Council. » Document whether and how subsidiaries related risks are reflected in the

Norwich City Council is the sole shareholder of Lion Homes Limited Council's risk management arrangements and used to inform decision making.

which was incorporated in 2015. Management are considering the
options for the future of the company.

Due to the complexities involved with the accounting treatment for
the subsidiary, there has been a delay in the production of the
Council's Statement of Accounts for the year ended 31 March 2025.
At the time of writing this report the accounts have not been
published.
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Audit fee and timeli
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Fees

The duty to prescribe fees is a statutory function delegated to
Public Sector Audit Appointments Ltd (PSAA) by the
Secretary of State for Housing, Communities and Local
Government.

This is defined as the fee required by auditors to meet
statutory responsibilities under the Local Audit and
Accountability Act 2014 in accordance with the requirements
of the Code of Audit Practice and supporting guidance
published by the National Audit Office, the financial reporting
requirements set out in the Code of Practice on Local
Authority Accounting published by CIPFA/LASAAC, and the
professional standards applicable to auditors’ work.

The agreed fee presented is based on the following
assumptions:

» officers meeting the agreed timetable of deliverables;

» our financial statement opinion and value for money
conclusion being unqualified;

» appropriate quality of documentation is provided by the
Council;

> an effective control environment; and

» compliance with PSAA's Statement of Responsibilities of
auditors and audited bodies. See
https://www.psaa.co.uk/managing-audit-
quality/statement-of-responsibilities-of-auditors-and-
audited-bodies/statement-of-responsibilities-of-auditors-
and-audited-bodies-from-2023-24-audits/. In particular the
Council should have regard to paragraphs 26-28 of the
Statement of Responsibilities which clearly sets out what is
expected of audited bodies in preparing their financial
statements. These are set out in full on the previous page.

If any of the above assumptions prove to be unfounded, we
will seek a variation to the agreed fee. This will be discussed
with the Council in advance.

Confidential — All Rights Reserved
© Ernst & Young LLP 2025

2024/25 2023/24 2022/23

£m £m £m

Total Fee — Code Work 229,859 212,891 74,317
Scale Fee Variation Note 2 Note 1 Note 1
Total audit 0 269,629 0
Other non-audit services not covered above TBC TBC TBC

(Housing benefits)

All fees exclude VAT

1.

As set out in the joint statement on update to proposals to clear the backlog and embed timely audit issued by
DHLUC, PSAA will use its fee variation process to determine the final fee the Council have to pay for the
2022/23 and 2023/24 audits.

. The scale fee also may be impacted by a range of other factors which will result in additional work, which
include but are not limited to:

Consideration of correspondence from the public and formal objections.

New accounting standards, for example full adoption or additional disclosures in respect of IFRS 16.
New audit areas of focus, for example the new payroll system.

Non-compliance with law and regulation with an impact on the financial statements.

VFM risks of, or actual, significant weaknesses in arrangements and related reporting impacts.

The need to exercise auditor statutory powers.

Prior period adjustments.

Modified financial statement opinions.

Additional work required due to ongoing issues in relation to the Council's subsidiary Lion Homes
Limited(LHL).
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EY is building a better working world by creating
new value for clients, people, society and the
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