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1. Executive summary

Financial statements

We have concluded our audit of the financial statements of
Financial Glasgow City Council and its Group for the year ended 31
statements March 2024. We have issued a qualified audit opinion on the

2023/24 financial statements for the Council and its Group in

our respect of the two City Building group entities.
assessment: The draft financial statements were provided in line with
Amber legislative deadlines. Supporting working papers were

generally of a good quality and there was an improvement
noted in the provision of information compared to the previous
year's audit. During the course of the audit, we identified 16
audit differences that management adjusted in the financial
statements including 7 disclosure adjustments. A further 8
unadjusted differences were identified in respect of the Council
and Group financial statements.

Overall, we were satisfied that the Annual Governance
Statement reflects the requirements of CIPFA’s updated
Delivering Good Governance Framework.

We made 3 new recommendations in relation to the financial
statements and followed up on progress in respect of 19
recommendations from prior year. We also highlighted our
observations on areas for potential future improvement in the
financial statements.

In accordance with the CIPFA Code of Practice on Local

Going Authority Accounting, the Council prepares its financial

concern statements on a going concern basis unless informed by the
Scottish Government of the intention for dissolution without

our transfer of services or function to another entity.

assessment: Under auditing standard ISA 570, we are required to

Green undertake greater challenge of management'’s assessment of

going concern, including testing of the adequacy of the
supporting evidence we obtained. The Council and its Group
has concluded that there are no material uncertainties around
its going concern status, however it has disclosed the nature of
its financial position in the financial statements to reflect the
ongoing impact of recovery from the Covid-19 pandemic,
increased demand for services and inflationary pressures.

We have no matters to report in respect of our work around
going concern or the conclusions reached by the Group and
Council.

] Our auditor judgements are RAG rated based on our assessment of the adequacy of the Council Group's
arrangements throughout the year, as well as the overall pace of improvement and future risk associated
with each area. This takes account of both external risks not within the Council Group’s control and
internal risks which can be managed by the Council Group, as well as control and process observations
made through our audit work.
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Wider Scope

6%

Financial
sustainability
Financial
sustainability
looks forward to
the medium and
longer term to
consider whether
the body is
planning
effectively to
continue to
deliver its
services or the
way in which they
should be
delivered.

Our assessment:
Red

Financial
management
Financial
management
means having
sound budgetary
processes,
sufficient finance
team capacity
and expertise.
Audited bodies
require the ability
to understand the
financial
environment and
whether its
financial
processes and
financial
statement control
arrangements are
operating
effectively.

Our assessment:
Amber

© Ernst & Young LLP 2025

The Council agreed its three-year savings plan in February 2024. This
sets out significant saving and income generation requirements to meet
a projected gap of £107.7 million in the three-year period to 2026/27.
As part of the three-year savings plan, the Council did not assume any
contribution from reserves but sought instead to achieve balance
through savings and additional income generation, and provide
contingency for some of the financial risks, including those identified
below. The Budget Support Fund reduced to £53.6 million at 31 March
2024 and is projected to reduce to £39 million by 31 March 2025.

The Council continue to face significant risks in the medium and longer
term, including its ability to generate new sources of income at the pace
required within the budget, and the financial implications of both the
implementation of the new Pay and Grading Scheme, including
backdated pay, projected rates of homelessness within the City and the
wider external funding uncertainty. There is a need for a robust longer-
term financial strategy to demonstrate how Council priorities will be
achieved across a range of scenarios.

Despite making progress, the implementation of the new pay and
grading structure has been delayed, with a revised implementation date
to be agreed. Recognising the immense complexity of this project, the
Council must look to agree a revised date for implementation to provide
certainty to the workforce and allow sufficient time for the operational
implementation and financial impact to be effectively planned.

The Council concluded that only limited assurance could be placed on
the systems of internal control in the year as a result of significant
findings, which has been reflected in our consideration of vision,
leadership and governance.

The Council finance function has again been required to demonstrate
significant resilience above that embedded within its own formal
arrangements, following significant turnover within the finance
function. Overall, our observation is that the current capacity of the
finance function does not meet the complex and extensive demands
across the Council, particularly in light of increasing financial reporting
complexity and anticipated challenges in implementation of new
systems. The Council needs to critically reassess the sufficiency of its
financial management capacity in the context of external audit findings,
the current system and internal control weaknesses, and the scale of
the financial challenge and change ahead.

The Council recorded a net overspend of £28.5 million in service
expenditure, the highest overspend incurred by the Council in the last 5
years. While the external environment has played a role in higher costs,
a renewed focus on both the accuracy of the budget and control of
additional costs is required.

In the prior year we identified a number of areas where there is scope to
enhance the budget monitoring reporting to Members to support better
scrutiny arrangements. Some amendments have been made during the
year, with some remaining under consideration by Members and
management.

Glasgow City Council Annual Audit Report 2023/24 4



Vision, leadership &
governance

The effectiveness of
scrutiny and governance
arrangements,
leadership and decision
making, and transparent
reporting of financial and
performance
information.

Our assessment: Red

© Ernst & Young LLP 2025

The Council was unable to demonstrate effective scrutiny,
governance and transparency in decision making or value for
money in respect of the exit of 5 senior officers over the course
of a three-year period between 2021 and 2024. The Council is
planning amendments to governance arrangements and policy
in respect of early retirement and voluntary redundancy
however further work will be required to ensure that such
arrangements are adhered to and the Nolan principles are
upheld in future.

The Council has set out its vision for the City within the
Strategic Plan 2022-27. Appropriate governance arrangements
have been established to monitor and scrutinise key policies and
risks. The Annual Governance Statement reports on significant
ongoing governance issues identified over the course of
2021/22,2022/23 and 2023/24.

As a result of the matters identified, the Council concluded that
limited assurance can be placed on the system of internal
controlin 2021/22, 2022/23 and 2023/24. While the Council
centrally can demonstrate responsiveness to these matters,
there remains significant outstanding work to address the issues
identified and mitigate the associated risks. These must be
addressed as a matter of urgency.

The Council has significant projects underway including the
Future of ICT, SAP replacement and pay and grading. We
continue to highlight that the scale and critical nature of the
projects, and inherent legal and procurement risks, will add
further strain to leadership capacity within the Council. Council
leadership need to balance the numerous demands on both
capacity and financial resources to progress each project.

Glasgow City Council Annual Audit Report 2023/24 5



The Council updated its Strategic Plan to reflect emerging
commitments and priorities in October 2024. The OPDSC has

Use of resources approved the Council’'s approach to reporting performance
f\ The Council’s approach  against the Strategic Plan. The Council hoped to introduce a
\@ to demonstrating Performance Dashboard to support member scrutiny but system
economy, efficiency, and

effectiveness through limitations have meant that this has not been progressed. In
the use of resources and our view, the significant number of actions identified to respond
reporting outcomes. to each of the Grand Challenges makes an overall assessment of
progress and outcomes difficult for both elected member
scrutiny, and public performance reporting. The Council
published its Annual Performance Report for 2023/24 in
January 2025. The report focuses on the positive developments
that have been achieved since the adoption of the Strategic
Plan, rather than the balanced reporting expected within Best
Value guidance. The Council's performance against the Local
Government Benchmarking Framework continues to highlight
areas of good performance, although 44% of indicators declined
over the reporting year.

Our assessment: Amber

Best Value

Throughout our work, we have been satisfied that the Council can demonstrate that it has the key
elements needed to deliver Best Value arrangements in place. The Council continues to face a range of
significant challenges, including the implementation of the new pay and grading structure. A range of
financial challenges led to a net overspend of £28.5 million in 2023/24.

We have highlighted that the Council was unable to demonstrate effective scrutiny, governance and
transparency in decision making or value for money in respect of the exit of 5 senior officers over the
course of a three-year period between 2021 and 2024.

We continue to note the need to develop a robust medium to longer-term financial strategy to
demonstrate how Council priorities will be achieved across a range of scenarios in an uncertain
financial environment.

The Council's approach to performance monitoring and reporting continues to evolve to meet the
needs of the Strategic Plan and to respond to partner priorities. We will therefore monitor
arrangements against increasing expectations across the sector.

© Ernst & Young LLP 2025 Glasgow City Council Annual Audit Report 2023/24 6



2. Introduction

Purpose of our report

The Accounts Commission for Scotland

appointed EY as the external auditor of

Glasgow City Council and its Group (‘the
Council" or 'the Group’) for the five-year
period to 2026/27.

We undertake our audit in accordance
with the Code of Audit Practice (June
2021); Auditing Standards and guidance
issued by the Financial Reporting Council;
relevant legislation; and other relevant
guidance issued by Audit Scotland.

This Annual Audit Report is designed to
summarise the key findings and
conclusions from our audit work. It is
addressed to both the Council and the
Accounts Commission and presented to
those charged with governance. This
report is provided to Audit Scotland and is
published on their website.

A key objective of audit reporting is to add
value by supporting the improvement of
the use of public money. We aim to
achieve this through sharing our insights
from our audit work, our observations
around where the Council employs best
practice and where practices can be
improved, and how risks facing the
organisation can be mitigated. We use
these insights to form audit
recommendations to support the Council.

Such areas we have identified are
highlighted throughout this report
together with our judgements and
conclusions regarding arrangements, and
where relevant recommendations and
actions agreed with management. We also
report on the progress made by
management in implementing previously
agreed recommendations made in
2022/23 (Appendix E).

© Ernst & Young LLP 2025

We draw your attention to the fact that
our audit was not designed to identify all
matters that may be relevant to the
Council. Our views on internal control and
governance arrangements have been
based solely on the audit procedures
performed in respect of the audit of the
financial statements and the other
procedures performed in fulfilling our
audit plan.

Our independence

We confirm that we have undertaken
client and engagement continuance
procedures, which include our assessment
of our continuing independence to act as
external auditor. Further information is
available in Appendix B.

Scope and responsibilities

The Code sets out the responsibilities of
both the Council and the auditor
(summarised in Appendix A). We outlined
these in our Annual Audit Plan which was
presented to the Council's Finance, Audit
and Scrutiny Committee on 18 September
2024.

Our review and assessment of
materiality

In our Annual Audit Plan we
communicated that our audit procedures
would be performed using an overall
group materiality of £32 million. Exhibit 1
confirms that we have assessed that this
level of materiality remains appropriate.

Group performance materiality remains at
50% of overall materiality at £16 million.

Glasgow City Council Annual Audit Report 2023/24 7



Exhibit 1: Our materiality assessment in 2023/24

Our Annual Audit Plan explained that our audit procedures would be performed using a
materiality of £32 million for the Group and £30 million for the Council. Our materiality
levels have been subject to review throughout the audit, with no amendments required.

Planning Performance Reporting
Materiality materiality materiality
£32
Group o
million
£30
Council crps
million

Based on our understanding of the expectations of financial statement users, we apply a
lower materiality level to the audited section of the Remuneration Report, Sundry trusts,
the Common Good Fund and the Low Emissions Zone (LEZ) disclosure. We also apply
professional judgement to consider the materiality of Related Party Transactions to both
parties.

Financial Statements audit

We are responsible for conducting an audit prepared and published along with the
of the Group and Council's financial financial statements.

statements. We provide an opinion as to:

» Whether they give a true and fair view of
the state of affairs of the Council and its
Group as at 31 March 2024 and of the
income and expenditure of the Council
and its Group for the year then ended.

» Have been properly prepared in
accordance with UK adopted
international accounting standards, as .
interpreted and adapted by the 2023/24 2. Misstatement due to fraud or error

We outlined the significant risks and other
focus areas for the 2023/24 audit in our
Annual Audit Plan. Four significant risks
and key audit matters were identified that
impacted the audit of the financial
statements:

1. Therisk of fraud in revenue and
expenditure recognition (fraud risk);

Code. (fraud risk);

» Whether they have been prepared in 3. Valuation of property, plant and
accordance with the requirements of the equipment and investment property;
Local Government (Scotland) Act 1973, and
The Local Authority Accounts (Scotland) 4. Valuation of pension assets and
Requlations 2014, and the Local liabilities

Government in Scotland Act 2003.

We also review and report on the
consistency of the other information

© Ernst & Young LLP 2025 Glasgow City Council Annual Audit Report 2023/24



One inherent risk impacting the audit of the
financial statements was identified, relating
to the existence of property, plant and
equipment. We have also identified 3 areas
of audit focus:

» implementation of IFRS 16;

» statutory disclosures in respect of the
Low emission zone; and

» equal pay and pay and grading
implementation.

Our findings of all are summarised in
Section 3 of this report.

Wider scope and best value

Under the Code of Audit Practice, our
responsibilities extend beyond the audit of
the financial statements. Due to the nature
of the Council, our wider scope work
requires significant allocation of resources
in the audit. The Code requires auditors to
provide judgements and conclusions on the
four dimensions of wider scope public
audit:

» the Council's arrangements to secure
sound financial management;

» the regard shown to financial
sustainability;

» clarity of plans to implement the vision,
strategy and priorities of the Council,
and the effectiveness of governance
arrangements for delivery; and

» the use of resources to improve
outcomes.

© Ernst & Young LLP 2025

Our Annual Audit Plan identified five areas
of audit focus in relation to wider scope and
best value audit:

» the Council's service redesign and
income generation plans;

pay and Grading implementation;
group governance arrangements;

ICT governance; and

vV v vY

the Best Value thematic review in
2023/24, relating to workforce
innovation.

During the audit process, one additional
area of audit focus in relation to wider
scope was identified in respect of exit
arrangements for senior officers with
further detail set out in Section 4 of this
report.

Our annual assessment of the Council's
arrangements to secure best value is
integrated within our wider scope annual
audit work.

As part of our responsibilities under the
Code of Audit Practice, we prepare a
separate report on annual thematic topics
prescribed by the Accounts Commission.
For 2023/24, the Accounts Commission
directed auditors to report on the Council’s
arrangements in respect of workforce
innovation.

Our wider scope and Best Value findings
are summarised in Section 4 of this report.

Glasgow City Council Annual Audit Report 2023/24 9



3. Financial statements

Introduction

The annual financial statements allow the
Council and its Group to demonstrate
accountability for the resources that it has
the power to direct, and report on its
overall performance in the application of
those resources during the year.

This section of our report summarises the
audit work undertaken to support our audit
opinion, including our conclusions in
response to the significant and other risks
identified in our Annual Audit Plan.

Compliance with requlations

As part of our oversight of the Council's
financial reporting process we report on
our consideration of the quality of working
papers and supporting documentation
prepared, predominantly by the finance
team, to support the audit.

The financial statements were prepared
materially in accordance with the CIPFA
Code of Practice on Local Authority
Accounting 2023/24.

The draft financial statements were
submitted for audit by 30 June 2024, in
line with requirements. We were satisfied
that the Council made the financial
statements available for public inspection
in accordance with Regulation 9 of The
Local Authority Accounts (Scotland)
Regulations 2014.

Financial statement timetable and
working papers

In line with other local authorities across
the United Kingdom, the Council has been
working outside of a ‘standard’ local
government audit timeline since 2020. The
Group and Council financial statement audit
concluded in March 2024, 6 months after
the statutory deadline of 30 September.

This timeline results in challenges for the
Council finance team in being able to
implement meaningful changes to the
production of financial statements and

© Ernst & Young LLP 2025

associated working papers as there has
been no gap between the conclusion of one
set of financial statements and the
production of the next set of financial
statements.

Despite the challenges that the current
timetable brings, the finance team worked
closely with the audit team regarding the
provision of working papers and responses
to audit requests. Through this process, we
did note an improvement in the timeliness
and quality of responses to audit requests.
However, limitations in the quality of
information remained, primarily linked to
ongoing challenges with existing finance
systems due for replacement. We will
continue to work with the finance team in
this area for the 2024/25 audit.

As part of the audit process, we continued
to work with the finance team to make
enhancements to the presentation of the
financial statements. We will continue to
discuss good practice as part of our
2023/24 debrief and ongoing engagement
with the finance team.

In line with our prior year finding as set out
in Appendix E, recommendation 3, we
noted that a disclosure checklist was not
completed by the Council. While we did not
identify any material areas of non-
compliance with Code requirements and we
understand that the finance team did an
informal review of Code requirements, we
believe that completion of the disclosure
checklist is best practice and will be
particularly beneficial when there are
material changes to the Code such as IFRS
16 implementation in 2024/25.

Looking ahead to 2024/25, we recognise
that the achievement of the 30 September
timeline for completion of audited financial
statements will not be immediately
achievable for the Council following five
consecutive years of delayed reporting.

Glasgow City Council Annual Audit Report 2023/24 10



We have agreed a multi-year plan to return
to this timetable with management, subject
to continued review through our audit
appointment. The timetable for the
2024/25 audit is subject to ongoing
discussion with the finance team but we
recognise that there are significant matters
associated with the bringing forward the
timetable including:

» the impact of significant turnover within
the finance team;

» impact of amended accounting standards
including IFRS 16 implementation; and

» changes to group auditing standards.

An update on the planned timetable for the
2024/25 audit will be presented within the
Annual Audit Plan.

Audit outcomes

We identified 9 adjustments arising from
the audit which were reflected within the
2023/24 financial statements. There was 8
unadjusted audit differences and 7
disclosure and other differences.

There has been an improvement in the
number of audit adjustments identified.
However, we do recognise that this is
impacted by the change in our reporting
threshold for errors. For the 2022/23 audit
there was a reporting threshold of
£250,000 that was prescribed by Audit
Scotland. This prescribed reporting
threshold was removed by Audit Scotland
for 2023/24 audits which resulted in our
reporting threshold increasing to £1.5
million in line with our methodology. The
overall audit opinion is summarised on
pages 16-17.

Exhibit 2 highlights the status of audit
recommendations including the follow up of
prior year recommendations and new
recommendations. There remains a
significant number of recommendations for
a public sector body. Management must
ensure that appropriate focus is given to
the recommendations to ensure they are
addressed in a timely manner.

Exhibit 2: Audit recommendation status

Grade 1

Grade 2 Grade 3 Total

In progress _ 15 5 0 20
recommendations

Incomplete 1 1 0 2
Not yet due _ 3 4 1 8
recommendations

Closed recommendations (8) (11) 0) (19
Total open - 19 10 1 30
recommendations

© Ernst & Young LLP 2025
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Remuneration report

In line with the requirements of the Code
and reqgulations, the Council must produce
a remuneration report which includes
disclosures in respect of both senior
employees for the Group and Council as
well as senior councillors. As noted within
our Annual Audit Plan, we audit the
remuneration report to a lower materiality.

The production of the remuneration report
requires collation of a significant volume of
information from a range of sources
including the Council’s subsidiary entities
and the Strathclyde Pension Fund.

For 2023/24, there has been an increase in
the number and value of exit packages
disclosed from £0.728 million in 2022/23
to £6.258 million in 2023/24.

Our procedures in respect of the
remuneration report have noted the
following observations:

» 1 adjusted computation errorin the
calculation for an individual's salary;

» 7 adjusted errors in relation to
differences between the actual and
estimated strain on the fund payments to
Strathclyde Pension Funds;

» 2 adjusted errors in relation to incorrect
accrual for strain on fund costs for
individuals above retirement age; and

» 1 exit agreement which has been signed
but not dated by the employee.

Recommendation 46:

Management should ensure that exit
agreements are appropriately signed and
dated. The Council should engage with
SPF to ensure that strain on fund
calculations are only made for relevant
individuals and consider whether any
amendments are required to improve the
accuracy of estimated costs. (Grade 1)

We have considered the governance
arrangements in respect of exit packages
within section 4 of this report.

© Ernst & Young LLP 2025
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Common Good Assets

In May 2023, the Local Authority
Accounting Scotland Accounts Advisory
Committee (LASAAC) issued updated
guidance on accounting for Common Good
Assets. LASAAC note that thereis a
requirement to maintain asset reqgisters for
all Common Good assets under the
Community Empowerment Act

2015. However, previous assessments by
LASAAC have noted that problems may
have arisen over time as a likely
consequence of:

» the historic nature of the Common Good
which may encompass assets which are
more than 100 years old;

» the compound effect of successive local
government reorganisations; and

» no requirement for local authorities in
Scotland to maintain formal asset
registers until 1994,

The Council maintains a Common Good
Asset register on their website in line the
legislative requirements however to date
only 14 core assets have been identified
with 8 investment assets also noted.

An ongoing exercise is underway to review
title deeds to ensure the Common Good
register is materially complete. Significant
work is still underway in this area with
limited additions to the common good
register identified to date.

While reqular updates on the Common
Good fund financial performance are
reported to the Finance and Audit Scrutiny
Committee, we note that updates on the
steps taken by the Council to comply with
the Community Empowerment Act
requirements have not been provided.

© Ernst & Young LLP 2025

We further note that the Common Good
Fund disclosed within the financial
statements does not include all assets
identified as being Common Good. This is in
line with the Council’'s common good fund
policy whereby the Council continues to use
and account for common good assets in an
operational capacity. All income and
expenditure associated with these assets is
recognised within the Council’s financial
statements and only if a surplus is made in
respect of these assets is a transfer made
to the Common Good Fund.

This approach was last considered by the
Finance and Audit Scrutiny Committee in
February 2019.

We note that there has been limited
progress in respect of addressing the
recommendations raised within the
2022/23 Annual Audit Report (Refer to
recommendation 16 within Appendix E).

Glasgow City Council Annual Audit Report 2023/24 ' 13



Group audit

The Council prepares its annual report and
financial statements on a group basis. We
considered the arrangements in respect of
each of the Council's group undertakings at
the planning stage and reviewed
throughout the audit. Inrespect of the two
City Building entities, through discussions
with management, we agreed that we
would modify our independent auditor's
report in respect of group balances of these
entities, limiting the scope of our audit
opinion issued in 2023/24 which is
consistent with the approach taken for
2022/23.

Our audit strategy for performing an audit
with multiple components is risk based. We
identify components as:

Exhibit 3: Group scoping

» Significant components: A component is
significant when it is likely to include
risks of material misstatement of the
group because of its relative financial
size to the group (quantitative criteria),
or because of its specific nature or
circumstances (qualitative criteria). We
generally assign significant components
a full or specific scope given their
importance to the financial statements.

» Not significant components: The number
of additional components and extent of
procedures performed depended
primarily on: evidence from significant
components, the effectiveness of group
wide controls and the results of analytical
procedures.

» For all other components we perform
other procedures to confirm that there is
no risk of material misstatement within
those locations. These procedures
are detailed below in Exhibit 3.

Full scope: components where a full audit is performed to the materiality levels assigned by
the Group audit team for purposes of the consolidated audit. Procedures performed at full
scope locations support an interoffice conclusion on the reporting package. These may not be
sufficient to issue a stand-alone audit opinion on the local statutory financial statements
because of the materiality used and any additional procedures required to comply with local

laws and regulations.

Specific Scope: components where the audit is limited to specific accounts or disclosures
identified by the Group audit team based on the size or risk profile of those accounts.

Review Scope: components where procedures primarily consist of analytical procedures
and inquiries of management. On-site or desk top reviews may be performed, according to
our assessment of risk and the availability of information centrally.

Specified procedures: locations where the component team performs procedures specified
by the Group audit team in order to respond to a risk identified.

Other procedures: For those locations that we do not consider material to the Group
financial statements in terms of size relative to the Group and risk, we perform other
procedures to confirm that there is no risk of material misstatement within those locations.

© Ernst & Young LLP 2025
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Group Coverage

We considered the arrangements in respect
of each of the Council's group undertakings
throughout the audit. The only significant
component by size is the Council, which
accounts for approximately 92% of the
consolidated gross expenditure.

In respect of the two City Building entities,
through discussions with management, we
agreed that we would modify our
independent auditor’s report in respect of
group balances of these entities, limiting
the scope of our audit opinion issued in
2023/24 which is consistent with the
approach taken for 2022/23. Progress has
been made by completing the audit for
2021/22 in March 2024 and 2022/23 in
March 2025, however at the time of
writing, work remains underway for
2023/24.

Ten components were identified as specific
scope due to specific material balances and
two were identified as review scope.

The Glasgow City Integration Joint Board
(1JB) is identified as a joint venture and
consolidated in accordance with the
requirements of the Accounting Code. We
have been appointed as auditor to Glasgow
City Integration Joint Board and have
reported separately on our audit of that
entity.

We have set out the specific assigned
scopes for each component within Appendix
[. The allocation of scope means that the
following coverage is obtained as set out in
Exhibit 4 below.

Exhibit 4: Group scope coverage per 2023/24 unaudited group financial

statements

Expenditure on

Total assets

provision of Services (percentage
(percentage coverage)
coverage)
Full scope (audited by EY) 91.1% 71.4%
Ex;lgded from group scope due to 1.1% 0.3%
opinion modification
Specific scope 7.6% 28%
Review scope 0.1% 0.3%
Total 100% 100%

© Ernst & Young LLP 2025
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Audit approach

We adopted a substantive approach to the
audit as we have concluded this is the most
efficient way to obtain the level of audit
assurance required to conclude that the
financial statements are not materially
misstated.

During our planning procedures, we
determine which accounts, disclosures and
relevant assertions could contain risks of
material misstatement.

Our audit involves:

» Identifying and assessing the risks of
material misstatement of the financial
statements, whether due to fraud, error
or design and perform audit procedures
responsive to those risks and obtain
audit evidence that is sufficient and
appropriate to provide a basis for our
opinion. Obtaining an understanding of
internal control relevant to the audit in
order to design audit procedures that are
appropriate in the circumstances, but
not for the purpose of expressing an
opinion on the effectiveness of the Group
and Council’s internal control.

» Evaluating the appropriateness of
accounting policies used and the
reasonableness of accounting estimates
and related disclosures made by
management.

» Concluding on the appropriateness of
management’s use of the going concern
basis of accounting. Evaluating the
overall presentation, structure and
content of the financial statements,
including the disclosures, and whether
the financial statements represent the
underlying transactions and events in a
manner that achieves fair presentation.
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» Obtaining sufficient appropriate audit
evidence to express an opinion on the
Group and Council financial statements.

» Reading other information contained in
the financial statements to form
assessment, including that the annual
report is fair, balanced and
understandable.

» Ensuring that reporting to the Finance,
Audit and Scrutiny Committee
appropriately addresses matters
communicated by us and whether it is
materially inconsistent with our
understanding and the financial
statements.

» We rigorously maintain auditor
independence (refer to Appendix B).

Key audit matters

Under the Code of Audit Practice (the
Code), issued by Audit Scotland in June
2021. Key audit matters are those matters
that, in our professional judgment, were of
most significance in our audit of the
financial statements of the current period
and include the most significant assessed
risks of material misstatement (whether or
not due to fraud) that we identified. These
matters included those which had the
greatest effect on: the overall audit
strategy, the allocation of resources in the
audit; and directing the efforts of the
engagement team. These matters were
addressed in the context of our audit of the
financial statements as a whole, and in our
opinion thereon, and we do not provide a
separate opinion on these matters.
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Exhibit 5: Our audit opinion

Element of our
opinion

Financial statements

» Truth and fairness
of the state of
affairs of the
Council and its
Group at 31 March
2024 and its
expenditure and
income for the year
then ended.

» Financial
statements in
accordance with
the relevant
financial reporting
framework and
relevant legislation.

Going concern

» We are required to
conclude on the
appropriateness of
the use of the
going concern basis
of accounting.

Other information

» We are required to
consider whether
the other
information in the
financial
statements is
materially
inconsistent with
other knowledge
obtained during the
audit.
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Basis of our opinion

» We report on the outcomes of our

audit procedures to respond to the
most significant assessed risks of
material misstatement that we have
identified, including our judgements
within this section of our report. We
did not identify any areas of material
misstatement.

We are satisfied that accounting
policies are appropriate and
estimates are reasonable.

We have considered the financial
statements against Code
requirements, and additional
guidance issued by CIPFA and Audit
Scotland.

We conduct core financial statements
audit work, including review and
challenge of management's
assessment of the appropriateness of
the going concern basis.

Wider scope procedures including the
forecasts are considered as part of
our work on financial sustainability.

The Director of Financial and
Business Services is responsible for
other information included in the
financial statements.

We conduct a range of substantive
procedures on the financial
statements and our conclusion draws
upon review of committee and
Council minutes and papers, regular
discussions with management, our
understanding of the Council and its
Group and the wider sector.

Conclusions

We have issued a
qualified audit
opinion on the
2023/24 financial
statements for the
Council and its
Group in respect of
the two City Building
group entities.

In accordance with
the work reported
on page 37, we have
not identified any
material
uncertainties.

We are satisfied that
the other
information meets
the core
requirements set
out in the Code of
Practice on Local
Authority
Accounting except
for the matter in
respect of the City
Building entities.
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Exhibit 5: Our audit opinion (continued)

Element of our opinion  Basis of our opinion Conclusions
Matters prescribed by Our procedures include: We have no matters
the Accounts » Reviewing the content of narrative to report other than
Commission disclosures to information known  the matter raised in
» Audited part of to us. respect of the City
remuneration report  » Our assessment of the Annual Building entities.
has been properly Governance Statement against the
prepared. requirements of the CIPFA
» Management Delivering Good Governance Code.

commentary / annual
governance statement
are consistent with
the financial
statements and have
been properly

prepared.
Matters on which we We are required to report on We have no matters
are required to report whether: to report.
by exception » Adequate accounting records have

been kept.

» Financial statements and the
audited part of the remuneration
report are not in agreement with
the accounting records.

» We have not received the
information or explanations we
require.
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Our response to significant and fraud audit risks

1. Risk of fraud in revenue and
expenditure recognition (Key
audit matter)

What is the risk?

As we outlined in our Annual Audit Plan,
ISA (UK) 240 requires us to assume that
fraud risk from income recognition is a
significant risk. In the public sector, we
extend our consideration to the risk of
material misstatement by manipulation of
expenditure.

We consider there to be a specific risk
around income and expenditure recognition
through incorrect income and expenditure
cut-off recognition to alter the Council’s
financial position around the financial year
end and incorrect recognition applied to
grant income with performance conditions.
We therefore consider this risk to be most
prevalent in the following income and
expenditure balances within the 2023/24
unaudited financial statements:

» Other grants and capital grants:

» £0.54 billion (Group: £0.54 billion)
» Other income:
» £0.85 billion (Group: £0.72 billion)
Other expenditure:
» £2.2 billion (Group: £2.3 billion)
» Related creditor balances:
» £0.44 billion (Group: £0.58 billion)
Related debtor balances:
» £0.28 billion (Group: £0.31 billion)

Refer to accounting policies with Note 1
pages 22-32 and notes 5, 9, 13, 24 and 26
of the Council Financial Statements and
accounting polices within note 1 of the
Group financial statements pages 92-93
and notes 3 and 9.

v

v
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In line with auditing standards, we rebut the
risk around income and expenditure where
appropriate depending on the nature of the
account. Accordingly, we have rebutted the
risk of improper recognition of income in
respect of core grant funding from the
Scottish Government, as well as in respect
of council tax and non-domestic rate
income. With regards to expenditure, we
have rebutted the risk of improper
recognition of routine payroll costs,
depreciation and financing and investment
expenditure.

What did we do?

We undertake specific, additional
procedures for income and expenditure
streams where we identify a fraud risk. For
2023/24 our work included:

» Inquiring with management and those
charged with governance about risks of
fraud and the controls put in place to
address those risks.

» Reviewing and challenging management
on any accounting estimates in respect of
income and expenditure recognition for
evidence of bias.

» Reviewing and testing revenue and
expenditure cut-off at the period end
date.

» Conducting substantive testing over grant
income to ensure it satisfies recognition
criteria tests.

» Conduct substantive testing of related
income and expenditure transactions
where we have identified a significant
risk.

» Assessing and challenging manual
adjustments / journal entries by
management around the year end for
evidence of management bias and
evaluation of business rationale and
supporting evidence.
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Our findings
» Internal recharges

Our procedures in respect of income and
expenditure recognition identified one
error in relation to internal recharges which
had not been properly eliminated resulting
an overstatement of income and
expenditure of £5.5 million. This error is
similar in nature to adjustments identified
in the prior year. As noted within
recommendation 4, appendix E, a review of
the process for identifying and eliminating
internal recharges should be performed to
ensure this error does not reoccur.

» Developer contributions

The Council holds £54.4 million in respect
of developer contributions on the balance
sheet. The nature of developer
contributions means that they can be
retained on the balance sheet for many
years. While no errors were identified, our
procedures did however note that there is
an opportunity for the Council to improve
the records supporting developer
contribution balances in the financial
statements which would enable greater
checks to be performed on historic
balances.

Recommendation 42:

Management should review the current
working papers and supporting evidence in
place to support developer contributions
with a view to improving the ability to
analyse the data and more readily identify
historic balances or other outliers. A
review of historic balances should be
performed to determine whether the funds
could be utilised or whether they require
return. (Grade 3)

» Group eliminations

In preparation of the group financial
statements, the Council must eliminate
intercompany balances including debtors
and creditors balances.
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Our review of the consolidation working
papers identified a formula error which has
resulted in these balances not being
properly eliminated. This has resulted in a
reduction to group debtors and creditors of
£18.4 million in 2023/24. The impact for
2022/23 is an increase of £40.6 million
which has not been adjusted on the basis of
materiality and significance within the
financial statements.

Additional audit procedures: Non-
significant risk areas

» Council Tax Income

We established detailed expectations of
income based on properties and rates and
compared to actual income in the year. We
audited the reconciliation between the
financial statements and the relevant
feeder systems.

» Non-Domestic Rates

We established expectations of income to
be collected by the billing authority and
agreed the reconciliation between the
general ledger and the feeder system. We
also audit the Council's Non-Domestic Rates
grant return to the Scottish Government to
ensure that reliefs have been applied
appropriately.

» Non ring-fenced grant income

We substantively tested these balances to
grant confirmation letters from third
parties.

» Depreciation, amortisation &
impairment:

We tested these balances in conjunction
with our work on property, plant and
equipment. We considered the
appropriateness of useful lives of assets
and recalculated depreciation charged in
the year.
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In line with prior year, we identified one
error in respect of accounting for
depreciation. The Council adopts a policy
of not charging for depreciation or
amortisation in the year of an asset’s
purchase. In accordance with the
accounting Code, depreciation should be
charged over an asset's useful life, starting
from when the asset is available for use.
This resulted in an

estimated overstatement of depreciation of
£1.6 million.

As set out within recommendation 5,
appendix E, this matter will be considered
as part of evaluation of the new finance
system and whether changes can be made
within the asset module.

» Pension costs:

We have outlined our consideration of the
valuation of pension assets and liabilities
held by the Group and Council on page 28.

3®3 Our conclusions

In respect of all pension transactions
impacting the Comprehensive Income and
Expenditure Statement we agreed these
journals to the underlying IAS 19 report
prepared by the Group and Council's
actuary.

» Employee expenses

We established expectations of payroll
costs in the year based on staff numbers
and salary movements and compared our
expectations to actual results and
investigated variances. Our bespoke data
analysers provided analysis of all payroll
transactions in the year, from which we
investigated and corroborated material and
unusual transactions.

There were no issues identified through the
work that has been performed in relation to
employee expenses.

Our testing has resulted in 3 adjustments to misstatements relating to revenue and
expenditure recognition primarily in respect of depreciation and ‘gross up’ of income and
expenditure where internal recharges and intercompany transactions were not properly

eliminated.

» Depreciation differences were identified over hundreds of assets, with an impact of
approximately £1.6 million. There were no particular patterns to the differences
identified in respect of increasing or decreasing the net financial position.

» Internal recharge and inter-company transaction differences were identified, with a
total impact of grossing up income and expenditure by £5.5 million.

» Gross up of group debtors and creditors of £18.4 million.

There was no disagreement during the course of the audit over the correct accounting
treatment or disclosure and we encountered no significant difficulties in the audit.
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2. Risk of misstatement due to fraud or error (Key audit matter)

Our Annual Audit Plan recognises that
under ISA (UK) 240, management is
considered to be in a unique position to
perpetrate fraud in financial reporting
because of its ability to manipulate
accounting records directly or indirectly by
overriding controls that otherwise appear
to be operating effectively. We respond to
this risk on every engagement and consider
this risk to be relevant to the Group and the
Council as a single entity.

Risk of fraud

We considered the risk of fraud, enquired
with management about their assessment
of the risks of fraud and the controls to
address those risks. We also developed our
understanding of the oversight of those
charged with governance over
management’s processes over fraud.

Bank accounts

The Council holds a large number of bank
accounts including accounts which they
hold on behalf of schools, group entities
and social work clients. We noted in the
prior year audit (refer to recommendation
6, Appendix E) that the reconciliation
arrangement did not identify inactive bank
accounts or, in many cases, the purpose of
the account.

We have noted an improvement in records
held in respect of these bank accounts and
reviews of inactive accounts is now forming
part of standard procedures.

Testing of journal entries

We tested the appropriateness of journal
entries recorded in the general ledger and
other adjustments made in the preparation
of the financial statements.

We obtained a full list of journals posted to
the general ledger during the year, and
used our bespoke data analysers to identify
potentially unusual journals based on
posting patterns, amounts or areas of
greater risk of judgement or incentive for
management to adjust according to our
identified risk areas for the audit.
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We evaluated the business rationale for any
significant unusual transactions.

In particular we considered:

» Journal entries made directly into the
general ledger of a material nature to
key accounts which are considered more
likely to have an incentive to be
manipulated;

» Journals transferring funds between
useable reserves and restricted or
separated accounts;

» Evaluating the business rationale for
significant and unusual transactions;
and

We have not identified any indicators of
unusual journals which could not be
explained by management, or which
indicated any additional risk of fraud.

In the prior year, we highlighted that during
our review of financial control processes,
we noted a lack of segregation of duties in
respect of the posting of journals. Journals
continue to be posted without any evidence
of secondary review or authorisation before
posting. A mitigating control is in place
where journals over £50,000 are reviewed
as part of period end procedures.

Following the recommendation made in
prior period (refer to recommendation 7
with Appendix E), no amendments have
been made to procedures.

We outlined on page 60 the future changes
to financial and other related systems the
Council will undertake. New systems should
have fully integrated control functions to
ensure segregation of duties, specifically
approval of journals posted by
management by a separate individual. In
the interim period , management should
ensure risk based arrangements are in
place to mitigate the more material risks
associated with the absence of approvals.
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Judgements and estimates

ISA (UK) 540 on accounting estimates was
issued in December 2019 and was
applicable to the Group and Council's audit
from 2020/21. Risk factors relevant to the
public sector included the following
examples for consideration by auditors:

» a very high degree of estimation
uncertainty caused by the need to
project forecasts far into the future,
including the valuation of local
government pension assets and
liabilities, considered on page 28 of this
report; and

» areas where there may be a lack of
available comparators for estimates that
are unique to the public sector, such as
the valuation of important public assets
(such as property, plant and equipment,
outlined on page 24 of this report).

Our conclusions

Our procedures included:

» Testing management’s process method,
key assumptions, data;

» Testing management'’s process-
estimation uncertainty;

» Considering evidence from events up to
the report date; and

» Developing our own point estimate of the
appropriate valuation.

We reviewed each significant accounting
estimate for evidence of management bias,
including retrospective consideration of
management’s prior year estimates.

Accounting policies

We considered the consistency and
application of accounting policies, and the
overall presentation of financial
information. We consider the accounting
policies adopted by the Council and Group
to be appropriate with the exception of
depreciation accounting policies where
amendments have been identified as noted
on pages 21 and 25.

» We have not identified any material weaknesses in the design and implementation of
controls around journal processing. However, in line with prior year, we continue to note

areas for improvement through more robust journal review and approval procedures. We
have not identified any instances of evidence of management override of controls.

» There have been no disagreements during the course of the audit over any accounting
treatment or disclosure and we have encountered no significant difficulties in the audit to
date.
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3. Valuation of Property, Plant and Equipment
and investment property (Key audit matter)

Financial statement impact

Within the 2023/24 financial statements,
the Council Group held £4.1 billion
(2022/23: £4 billion) of property, plant and
equipment with £3.1 billion (2022/23: £3
billion) relating to land and buildings.

The Council Group also held £237 million
(2022/23: £239 million) in respect of
investment property.

Refer to accounting policies in Note 1
pages 22-34 and note 19 and 20 of the
Council financial statements.

Refer to accounting policies in Note 1
pages 92-93 and note 13 and 14 of the
Group Financial Statements.

What is the risk?

Property, Plant and Equipment and
Investment Property

The fair value of property, plant and
equipment (PPE) and investment property
represent significant balances in the Group
and Council financial statements.
Management is required to make material
judgemental inputs and apply estimation
technigues to calculate the year-end
balances recorded in the balance sheet.

The Council Group engages valuers within
their subsidiary, City Property (Glasgow)
Limited Liability Partnership to value the
Group and Council's estate in line with their