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The contents of this report 
relate onlti to the matters 
which have come to our 
attention, which we believe 
need to be reported to tiou 
as part of our audit planning 
process. It is not a 
comprehensive record of all 
the relevant matters, which 
mati be subject to change, 
and in particular we cannot 
be held responsible to tiou 
for reporting all of the risks 
which mati affect the 
Council or all weaknesses in 

tiour internal controls. This 
report has been prepared 
solelti for tiour benefit and 
should not be quoted in 
whole or in part without our 
prior written consent. We do 
not accept anti 

responsibilitti for anti loss 
occasioned to anti third 
partti acting, or refraining 
from acting on the basis of 
the content of this report, as 
this report was not prepared 
for, nor intended for, anti 

other purpose. 

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

© 2024 Grant Thornton UK LLP. 
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Key matters 

National context 

The national economic context continues to present challenges to the local government sector. There are increasing cost pressures nationally, 
such as a growing population and increasing demand for local government services, especially in adult and children's social care. Combined 
with inflationary pressures, pay demands and energy price rises, the environment in which local authorities operate is highly challenging. 
Local Government funding continues to be stretched and there have been considerable reductions in the grants received by local authorities 
from government. 

Recently, we have seen the additional strain on some councils from equal pay claims, and there has been a concerning rise in the number of 
councils issuing s.114 notices. These are issued when a council's Chief Financial Officer does not believe the council can meet its expenditure 
commitments from its income. Additionally, the levels of indebtedness at many councils is now highly concerning, and we have seen 
commissioners being sent in to oversee reforms at a number of entities. 

Our recent value for money work has highlighted a growing number of governance and financial stability issues at a national level, which is a 
further indication of the mounting pressure on audited bodies to keep delivering services, whilst also managing transformation and making 
savings at the same time. 

Local context 

We are aware of the financial difficulties currently facing the Council. In the initial monitoring round in August 2023 for the 2023/24 financial 
year, an overspend of £1Z3 million was projected. In the second round of the Council's revenue budget monitoring, there was an improvement of 
£5.016 million from the position reported at Round 1. During the third round of budget monitoring, urgent actions were instructed by the 
Cabinet to align expenditure with the budget approved by Full Council. These actions included recommendations to declassify earmarked 
reserves, transferring funds to general reserves. The Council, recognizing limited opportunities for additional funding, has sought governmental 
support. In February 2024, the government granted the Council's request for exceptional financial support to prevent effective bankruptcy. This 
support was crucial, as without it, the Council would not have been able to develop a credible budget, potentially leading to the declaration of 
a Section 114 notice. 

In planning our audit, we have taken account of this national and local context in designing a local audit programme which is tailored to your 
risks and circumstances. 

© 2024 Grant Thornton UK LLP. 
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Introduction and headlines 

Purpose 

This document provides an overview of the planned scope and timing of the statutory audit of 
Medway Council ('the Council') for those charged with governance. 

Respective responsibilities 

The National Audit Office ('the NAO') has issued a document entitled Code of Audit Practice 
('the Code'). This summarises where the responsibilities of auditors begin and end and what is 
expected from the audited body. The NAO is in the process of updating the Code. This audit 
plan sets out the implications of the revised code on this audit. Our respective responsibilities 
are also set out in the agreed in the Terms of Appointment and Statement of Responsibilities 
issued by Public Sector Audit Appointments (PSAA), the body responsible for appointing us as 
auditor of Medway Council. We draw your attention to these documents. 

Scope of our audit 

The scope of our audit is set in accordance with the Code and International Standards on 
Auditing (ISAs) (UK). We are responsible for forming and expressing an opinion on the Council 
and group's financial statements that have been prepared by management with the oversight 
of those charged with governance (the Audit Committee); and we consider whether there are 
sufficient arrangements in place at the Council and group for securing economy, efficiency 
and effectiveness in your use of resources. Value for money relates to ensuring that resources 
are used efficiently in order to maximise the outcomes that can be achieved. 

The audit of the financial statements does not relieve management or the Audit Committee of 
your responsibilities. It is the responsibility of the Council to ensure that proper arrangements 
are in place for the conduct of its business, and that public money is safeguarded and 
properly accounted for. We have considered how the Council is fulfilling these responsibilities. 

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

© 2024 Grant Thornton UK LLP. 6 
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Progress against prior year audit 
recommendations 
We identified the following issues in our 2020/21 audit of the group financial statements, which resulted in 10 recommendations being reported in our 
2020/21 Audit Findings Report. We will follow up on the recommendations as part of our !:!ear-end procedures 

Assessment 

TBC 

TBC 

© 2024 Grant Thornton UK LLP. 

Issue and risk previously communicated 

The Council's accrual limit for Income and Expenditure is £500 

As part of our audit work on income and expenditure testing, we have 
identified a number of transactions above the current accrual limit which 
were not accrued for. In some cases, as management are not able to 
identifl:J the full impact of the lack of accrual or sufficientll:j isolate the 
error for audit purposes, this has led to an extrapolation of the error. 

The risk is that the extrapolated error could be significant and combined 
with unadjusted misstatements from previous l:Jears, lead to a 
compounded material misstatement. 

Management should review and assess whether this accrual limit remains 
appropriate for future l:Jears. 

Date of schools' bank reconciliation 

As part of our audit work on the schools' bank reconciliations, we noted 
that a number of schools perform their bank reconciliation for the l:Jear 
before l:Jear-end 31 st March. The most common date noted was at 23rd of
March. In some instances, this led to a larger than expected variance 
between the bank reconciliations carried out bl:J the schools, and the 
information provided bl:J the third-partl:j banks. 

We recommend that the schools carrl:J out their bank reconciliation as at 
the 31 st of March each financial l:Jear to avoid anl:J significant
discrepancies with the confirmations provided bl:J the third partl:j banks 
and the information within the ledger. 

Update on actions taken to address the issue 

Management stated that the accrual limit will be reviewed for 
future l:J ears. We will review management implementation of the 
action plan as part of our l:Jear end audit procedures. 

We will review management implementation of the action plan as 
part of our l:Jear end audit procedures. 
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Progress against prior year audit 
recommendations 

Assessment 

TBC 

TBC 

TBC 

© 2024 Grant Thornton UK LLP. 

Issue and risk previouslH communicated 

Officers Remuneration disclosure 

We reported a significant proportion of the senior officer remuneration, 
remuneration bands >£50k and exit package notes were inconsistent with 
underl!:J ing evidence. The disclosure was restated in its entiret!:J . 

We recommended that !:J OUr HR/Pawoll related disclosure should be 
subject to senior officer review for consistenc!:J with supporting evidence. 

Salary Capitalisation 
The Council applies a variet!:J of methods to work out the salar!:J recharge to 
capital that is inconsistent with expected accounting practice. The Code 
requires staff costs that are capitalised should alwa!:J S be actual costs to 
the organisation, without an!:J 'profit' or overhead. 
Additionall!:J , the method for capturing direct costs was not possible and the 
Council had to estimate the time staff had spent on capital projects to 
judge what the capital spend would have been. 

This causes a risk that ineligible salar!:J costs are capitalised. 

School bank accounts (Academies) 

Our testing identified academies bank accounts with cash balances that 
should have been transferred to the respective academies. 

Risk that academies balances and reserves are incorrectl!:J recognised as 
Council reserves. 

Actions management agreed to take to address 
the issue 

We will review management implementation of the action 
plan as part of our !:Jear end audit procedures. 

We will review management implementation of the action 
plan as part of our !:Jear end audit procedures. 

We will review management implementation of the action 
plan as part of our !:Jear end audit procedures. 
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Progress against prior year audit 
recommendations 

Assessment 

TBC 

TBC 

TBC 

© 2024 Grant Thornton UK LLP. 

Issue and risk previouslH communicated 

Journals 

On receipt of journals from directorates into the 'receipt inbox', members 
of the Finance team carq:J out a review of the journals for 
appropriateness, separation of duties and authorisation within 
directorates, prior to approving the journals within the 'read!:J for 
processing' in box for other members of the team to post the journal into 
the ledger. 

No audit evidence could be provided to demonstrate that a ke!:J 

management control was operating as designed increasing the risk or 
error and misclassification. 

Cash and bank (reconciling items) 
We note from our creditor bank account testing that 4 out of our sample 
of 5 reconciling items remain uncleared as of 30 September 2020, some 6 
months after !:Jear end. 

We note that the T reasur!:J and Exchequer team were unable to provide 
evidence of who had authorised pa!:Jment in 3 out of the 4 reconciling 
items. 

There is a risk that pa!:Jments ma!:l be authorised without appropriate 
approval. 

Disclosures 

Our work identified a number of disclosure errors within the draft 
accounts. This created additional audit work and amendments within the 
Council's accounts. 

Actions management agreed to take to address 
the issue 

We will review management implementation of the action 
plan as part of our !:Jear end audit procedures. 

We will review management implementation of the action 
plan as part of our !:Jear end audit procedures. 

We will review management implementation of the action 
plan as part of our !:lear end audit procedures. 
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Progress against prior year audit 
recommendations 

Assessment 

TBC 

TBC 

© 2024 Grant Thornton UK LLP. 

Issue and risk previously communicated 

Identifying Internal recharges 

Our testing identified elements of internal recharges had been 
incorrectly included in CIES income and expenditure. This resulted 
both income and expenditure had been overstated. This was due 
to departments not posting journals in a way that allowed internal 
recharges to be identified consistently and accurately. 

This creates a risk going forward that income and expenditure will 
be overstated in the Council's financial statements. 

IFRS 16 Leases (Note 2) 
The implementation of IFRS 16 has been further delayed. The 
Council's IFRS 16 disclosure will need to include the estimated 
impact on the financial statements . 

We will review the estimated impact on the assets, liabilities, 
income, expenditure and reserves within the financial statements 

Update on actions taken to address the issue 

We will review management implementation of the action plan as 
part of our year end audit procedures. 

We will review management implementation of the action plan as 
part of our year end audit procedures. 

20 
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Value for Money arrangements 

Approach to Value for Mone� work for the period ended 31 March 2024 

The National Audit Office issued its latest Value for Mone!:J guidance to auditors in Januar!:J 2023. The Code expects auditors to consider 
whether a bod!:J has put in place proper arrangements to secure econom!:J , efficienC !:J and effectiveness in its use of resources. Auditors are 
expected to report an!:J significant weaknesses in the bod!:J 's arrangements, should the!:) come to their attention. In undertaking their work, 
auditors are expected to have regard to three specified reporting criteria. These are as set out below: 

Improving econom!:J, 
efficienC!:J and effectiveness 

How the bod!:J uses information 
about its costs and performance to 
improve the wa!:J it manages and 
delivers its services. 

© 2024 Grant Thornton UK LLP. 

Financial sustainability 

How the bod!:J plans and manages its 
resources to ensure it can continue 
to deliver its services. 

Governance 

How the bod!:J ensures that it makes 
informed decisions and properl!:J 

manages its risks. 

24 
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Risks of significant VFM weaknesses 

As part of our planning work, we considered whether there were any risks of significant weakness in the body's arrangements for securing 
economy, efficiency and effectiveness in its use of resources that we needed to perform further procedures on. The risks we have identified 
are detailed in the first table below, along with the further procedures we will perform. We may need to make recommendations following the 
completion of our work. The potential different types of recommendations we could make are set out in the second table below. 

Potential types of recommendations 

A range of different recommendations could be made following the completion of work on risks of significant weakness, as follows: 

• 
Statutory recommendation 

Written recommendations to the body under Section 24 (Schedule 7) of the Local Audit and Accountability Act 2014. 
A recommendation under schedule 7 requires the body to discuss and respond publicly to the report. 

Key recommendation 

The Code of Audit Practice requires that where auditors identify significant weaknesses in arrangements to secure 
value for money they should make recommendations setting out the actions that should be taken by the body. 
We have defined these recommendations as 'key recommendations' . 

• 

Improvement recommendation 

These recommendations, if implemented should improve the arrangements in place at the body, but are not made 
as a result of identifying significant weaknesses in the body's arrangements. 

© 2024 Grant Thornton UK LLP. 25 
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Risks of significant VFM weaknesses -
continued 

Our planning work for 2023/24 is not yet complete, and we will update you separately once this has concluded. 

We will continue our review of your arrangements until we sign the opinion on your financial statements before we issue our auditor's annual 
report. We report our value for money work in our Auditor's Annual Report. Any significant weaknesses identified once we have completed our 
work will be reflected in your Auditor's Report and included within our audit opinion. 

© 2024 Grant Thornton UK LLP. 27 
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Independence and non-audit services 

Auditor independence 

Ethical Standards and ISA (UK) 260 require us to give !:J OU timel!:J disclosure of all significant facts and matters that ma!:J bear upon the integrit!:J , 
objectivit!:J and independence of the firm or covered persons. relating to our independence. We encourage !:J OU to contact us to discuss these or 
an!:J other independence issues with us. We will also discuss with !:J OU if we make additional significant judgements surrounding independence 
matters. 

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to 

!:J OUr attention. We have complied with the Financial Reporting Council's Ethical Standard and we as a firm, and each covered person, confirm 
that we are independent and are able to express an objective opinion on the financial statements .. Further, we have complied with the 
requirements of the National Audit Office's Auditor Guidance Note 01 issued in September 2022 which sets out supplementar!:J guidance on ethical 
requirements for auditors of local public bodies. 

We confirm that we have implemented policies and procedures to meet the requirements of the Ethical Standard. For the purposes of our audit we 
have made enquiries of all Grant Thornton UK LLP teams and component audit firms providing services to the group and Council. 

© 2024 Grant Thornton UK LLP. 32 
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Independence and non-audit services 
Other services 

The following other services provided by Grant Thornton were identified. 

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. 
These services are consistent with the group and Council's policy on the allotment of non-audit work to your auditors. Any changes and full details of all fees 
charged for audit related and non-audit related services by Grant Thornton UK LLP and by Grant Thornton International Limited network member Firms will be 
included in our Audit Findings report at the conclusion of the audit. 

None of the services provided are subject to contingent fees. 

Service Fees£ Threats Safeguards 

Audit related services for all outstanding audit !:Jears (financial !:Jears 2021-22 to 2023-24) 

Certification of TBC 
Teacher's Pension 

[financial !:Jears 2021-22 
to 2023-24) 

Certification of TBC 
Housing benefits 
subsid !:J 

[financial !:!ears 2021-22 
to 2023-24) 

Certification of Pooling TBC 
of Housing Capital 
Receipts 

[financial !:!ears 2022-23 
to 2023-24) 

© 2024 Grant Thornton UK LLP. 

- Self-Interest [because this is a
recurring fee)

- Self review

- Self-Interest [because this is a
recurring fee)

- Self review

- Self-Interest [because this is a
recurring fee)

- Self review

The level of this recurring fee taken on its own is not considered a significant threat to 
independence as the fee for this work is likel!:J to be lower in comparison to the total 
fee for the audit and in particular relative to Grant Thornton UK LLP's turnover overall. 
Further, it is a fixed fee and there is no contingent element to it. These factors all 
mitigate the perceived self-interest threat to an acceptable level. 

To mitigate against the self-review threat, the work is carried out b!:J a separate team 
to the financial statement audit team. 

The level of this recurring fee taken on its own is not considered a significant threat to 
independence as the fee for this work is likel!:J to be lower in comparison to the total 
fee for the audit and in particular relative to Grant Thornton UK LLP's turnover overall. 
Further, it is a fixed fee and there is no contingent element to it. These factors all 
mitigate the perceived self-interest threat to an acceptable level. 

To mitigate against the self-review threat, the work is carried out b!:J a separate team 
to the financial statement audit team. 

The level of this recurring fee taken on its own is not considered a significant threat to 
independence as the fee for this work is likel!:J to be lower in comparison to the total 
fee for the audit and in particular relative to Grant Thornton UK LLP's turnover overall. 
Further, it is a fixed fee and there is no contingent element to it. These factors all 
mitigate the perceived self-interest threat to an acceptable level. 

To mitigate against the self-review threat, the work is carried out b!:J a separate team 
to the financial statement audit team. 
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Escalation policy 
The Department for Levelling Up, Housing and Communities are proposing to introduce an audit backstop date on a rolling 
basis to encourage timelier completion of local government audits in the future. 

As 8our statutor8 auditor, we understand the importance of appropriatel8 resourcing audits with qualified staff to ensure high 
qualit8 standards that meet regulator8 expectations and national deadlines. It is the Authorit8's responsibilit8 to produce true 
and fair accounts in accordance with the CIPFA Code b8 the 31 Ma8 2024 and respond to audit information requests and 
queries in a timel8 manner. 

To help ensure that accounts audits can be completed on time in the future, we have introduced an escalation policy. This policy outlines the steps we will take to 
address any delays in draft accounts or responding to queries and information requests. If there are any delays, the following steps should be followed: 

Step 1 - Initial Communication with Finance Director (within one working day of statutory deadline for draft accounts or agreed deadline for working 
papers) 

We will have a conversation with the Finance Director(s) to identify reasons for the delay and review the Authority's plans to address it. We will set clear 
expectations for improvement. 

Step 2 - Further Reminder (within two weeks of deadline) 

If the initial conversation does not lead to improvement, we will send a reminder explaining outstanding queries and information requests, the deadline for 
responding, and the consequences of not responding by the deadline. 

Step 3 - Escalation to Chief Executive (within one month of deadline) 

If the delay persists, we will escalate the issue to the Chief Executive, including a detailed summary of the situation, steps taken to address the delay, and agreed 
deadline for responding .. 

Step 4 - Escalation to the Audit Committee (at next available Audit Committee meeting or in writing to Audit Committee Chair within 6 weeks of deadline) 

If senior management is unable to resolve the delay, we will escalate the issue to the audit committee, including a detailed summary of the situation, steps taken to 
address the delay, and recommendations for next steps. 

Step 5 - Consider use of wider powers (within two months of deadline) 

If the delay persists despite all efforts, we will consider using wider powers, e.g. issuing a statutory recommendation. This decision will be made only after all other 
options have been exhausted. We will consult with an internal risk panel to ensure appropriateness. 

By following these steps, we aim to ensure that delays in responding to queries and information requests are addressed in a timely and effective manner, and that 
we are able to provide timely assurance to key stakeholders including the public on the Authority's financial statements. 

© 2024 Grant Thornton UK LLP. 36 
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Grant Thornton 

grantthornton.co.uk 

© 2024 Grant Thornton UK LLP. 

'Grant Thornton' refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their audited entities and/or refers to one or more 
member firms, as the context requires. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms ore not a worldwide partnership. GTIL 
and each member firm is a separate legal entity. Services are delivered b!:J the member firms. GTIL does not provide services to . GTIL and its member firms are not agents of, and do not 
obligate, one another and are not liable for one another's acts or omissions. 
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