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The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of
completing our work under the NAO Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where, as part of our
testing, we identify significant weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible
improvements in arrangements that a more extensive special examination might identify. We do not accept any responsibility for any loss occasioned to any third party acting, or
refraining from acting, on the basis of the content of this report, as this report was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 8 Finsbury Circus, London, EC2M 7EA. A list of members is
available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. 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 by 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.
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01 Introduction
and context
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Introduction

Commercial in Confidence

This report brings together a summary of all the work we have undertaken for Dorset Council (The Council) during 2025/26 as the appointed
external auditor. The core element of the report is the commentary on the value for money (VfM) arrangements. The responsibilities of the
Council are set out in Appendix A. The Value for Money Auditor responsibilities are set out in Appendix B.

Opinion on the financial statements Auditor’s powers
Auditors provide an opinion on the financial
statements which confirms whether they:

* give a true and fair view of the financial position of
the Council as at 31 March 2026 and of its
expenditure and income for the year then ended

* have been properly prepared in accordance with

Under Section 31 of the Local Audit and
Accountability Act, the auditor of a local
authority may make an application for
judicial review of a decision of that
authority, or of a failure by that

D the CIPFA/LASAAC Code of practice on local out'hor|tg to act, which it is reasonable to
Q . . . . believe would have an effect on the
D authority accounting in the United Kingdom
accounts of that body. They may also
o  2025/26. sUe
* have been prepared in accordance with the 1SsH
requirements of the Local Audit and Accountability + Statutory Recommendations to the
Act 2014 full Council which must be considered
publicly

We also consider the Annual Governance Statement
and undertake work relating to the Whole of
Government Accounts consolidation exercise.

» A Public Interest Report (PIR)

Value for money

Under the Local Audit and Accountability Act
2014, we are required to be satisfied whether the
Council has made proper arrangements for
securing economy, efficiency and effectiveness
in its use of resources (referred to as Value for
Money). The National Audit Office (NAO) Code of
Audit Practice ("the Code'), requires us to assess
arrangements under three areas:

 financial sustainability
* governance

* improving economy, efficiency and
effectiveness.

Our report is based on those matters which come to our attention during the conduct of our normal audit procedures, which are designed for the purpose of
completing our work under the NAO Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where,
as part of our testing, we identify significant weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all irregularities,
or to include all possible improvements in arrangements that a more extensive special examination might identify. During 2024/25, the NAO consulted on and
updated the Code to align it with accounts backstop legislation. The new Code requires auditors to share a draft Auditor’s Annual Report (AAR) with those charged
with governance by a nationally set deadline each year, and for the audited body to publish the AAR thereafter. The deadline requirement for 2025/26 AARs is 30

November 2026.

© 2026 Grant Thornton UK LLP
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Local government — context

Local government has remained under significant pressure in 2025/26

National Past
Funding Not Meeting Need

The sector has seen prolonged
% funding reductions whilst demand
and demographic pressures for key
statutory services has increased; and

has managed a period of high
inflation and economic uncertainty.

o
’ Workforce and Governance
Challenges

UNY

Recruitment and retention challenges
in many service areas have placed
pressure on governance. Recent
years have seen a rise in the instance
of auditors issuing statutory
recommendations.

Local

Present
Financial Sustainability

Despite the Fair Funding Review 2.0,
many councils continue to face
significant financial challenges,
including social care, SEND and
temporary accommodation
pressures. There are an increasing
number of councils in receipt of
Exceptional Financial Support from
the government.

External Audit Backlog

Councils, their auditors and other key

stakeholders continue to manage
and reset the backlog of annual
accounts, to provide the necessary
assurance on local government
finances.

Future
Digital change

Al and digital change are automating
routine processes and enabling more
personalised services for residents.
This is shifting workforce skills as
councils seek productivity gains.
Risks around digital exclusion, data
quality, ethics, and governance
mean strong leadership and controls
are increasingly important.

Reorganisation and Devolution

E& Many councils in England are

impacted by reorganisation and / or
devolution, creating capacity and
other challenges in meeting business
as usual service delivery.

Dorset Council is a unitary authority serving approximately 380,000 residents across a predominantly rural and coastal area. The Council comprises 82 elected
members, with elections held every five years. Following the local elections held in May 2024, the Liberal Democrats secured 42 of the 82 seats and gained
overall control of the Council. The Council faces a range of strategic challenges, including responding to the needs of an ageing population, supporting
economic growth and productivity, and ensuring effective service delivery across dispersed communities. Dorset’s rural and coastal geography also presents

climate and environmental considerations.

It is within this context that we set out our commentary on the Council’s value for money arrangements in 2025/26.

© 2026 Grant Thornton UK LP
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Executive Summary — our assessment of value for money arrangements

Our overall summary of our Value for Money assessment of the Council’s arrangements is set out below. Further detail can be found on the

following pages.

Criteria 2024/25 Assessment of arrangements 2025/26 Risk assessment

2025/26 Assessment of arrangements

Significant weakness in

arrangements identified in One risk of significant weakness
relation to increasing DSG deficit  identified in relation to the DSG
and improvement deficit.

recommendations also raised.

Financial
sustainability

One significant weakness in arrangements retained and key
recommendation updated from the prior year relating to the
DSG deficit and implementation of the SEND Reform Plan. We
have also updated the prior year recommendation focusing on
the delivery of recurrent savings as part of the transformation
programme.

N
Q Significant weaknesses identified Significant weaknesses relating to the Building Health and Safety
cD Gnd one keg recommendGUOH RISI(S Of SIgHIfICOnt WeOkﬂeSSGS TeOm retoined from the prior Uecr. A new keg recommendotion
Health and Safety Team. Two Building Health and Safety arising from the Building Health and Safety Compliance reviews
improvement recommendations Team. are fully implemented, embedded and operating effectively by 31
also raised. March 2027.
. One significant weaknesses in One risk of sianificant K
Improving arrangements identified and one ‘dnet:lf do' S'gln't'_cc”l e Significant weaknesses relating to the Building Health and
economy, key recommendation as raised SIS L e GO:C’n © Safety Team is retained from the prior year. A new key
efficiency and above relating to the Building procurement an recommendation has been raised in relation to the Council's
effectiveness commissioning arrangements.

Health and Safety Team.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendation(s) made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP

contract management arrangements.

Auditor’s Annual Report Year ending 31st March 2026 | 7



Executive Summary

Commercial in Confidence

We set out below the key findings from our commentary on the Council’s arrangements in respect of value for money.

@ Financial sustainability

In 2025/26, the Council reported a £0.2m revenue
underspend, representing the first year-end
underspend achieved since the creation of Dorset
Council as a unitary authority. This was achieved
despite overspends within areas such as Adults and
Housing and Children's Services, which were offset
by underspends elsewhere.

The Council has strengthened governance and
o@rsight of transformation activity through the
ablishment of a Transformation Management
fice and delivered £20.9m of savings during the
Jedir, including £5.7m delivered through the Our
uture Council (OFC) transformation programme.

The cumulative Dedicated Schools Grant (DSG)
deficit increased from £95.6m to £148.7m, driven
principally by a £55.2m High Needs Block
overspend. In October 2026, the Council received
approval of its Local SEND Reform Plan and
confirmation of funding equivalent to 90% of the
cumulative DSG deficit at 31 March 2026. We have
retained the significant weakness given the
continued growth of the deficit and the importance
of delivering the SEND Reform Plan to address the
underlying cost pressures and achieve a
sustainable financial position.

See pages 17-21 for further details.

© 2026 Grant Thornton UK LLP

Governance

The Council has governance arrangements in
place to monitor risk and provide assurance
over the effectiveness of internal controls,
including arrangements for fraud prevention
and detection.

During 2025/26, the Council made progress in
responding to recommendations arising from
internal audit reviews and improved the
timeliness of responding to management
actions. However, sufficient progress had not
been made by 31 March 2026 to conclude
that the significant weaknesses identified in
the prior year had been fully addressed. In
particular, only 10 of the 35 actions agreed
following the Building Health and Safety
Compliance review had been implemented.
We have therefore retained the significant
weakness for 2025/26 and raised a new key
recommendation for the Council to ensure
that the actions implemented are consistently
applied across the Council and are operating
effectively in practice by 31 March 2027.

See pages 22-27 for further details.

¥ Improving economy, efficiency and
*/ effectiveness

The Council has a Strategic Performance
Management Framework, published in 2026,
which sets out how performance is planned,
monitored, reported and improved.

In 2025/26 the Council received strong external
inspection outcomes. This included an Ofsted
rating of “Outstanding” for its Children’s
Services, and a “Good” rating from the Care
Quality Commission (CQC) for Adults Social
Care.

The Council has contract management
arrangements in place, supported by a central
Commercial and Procurement Team. However,
actions arising from the Building Health and
Safety Compliance review undertaken in
2024/25, which identified weaknesses in
contract management arrangements, had not
been fully implemented by the end of 2025/26.
In addition, recent Internal Audit reviews
identified weaknesses in contract monitoring
and oversight arrangements. We have therefore
retained the significant weakness in
arrangements in the 2025/26 reporting period
and have raised a new key recommendation.

See pages 28-30 for further details.
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Executive summary — auditor’s other responsibilities

This page summarises our opinion on the Council’s financial statements and sets out whether we have used any of the other powers available to
us as the Council’s auditors.

Auditor’s responsibility 2025/26 outcome

We have completed our audit of your financial statements and currently anticipate
Opinion on the Financial issuing a disclaimed audit opinion, following the Audit and Governance Committee
Statements meeting scheduled on 16 November 2026. Our findings are set out in further detail on
pages 11 to 14.

TT obed

We did not make any written statutory recommendations under Schedule 7 of the Local
Audit and Accountability Act 2014.

We did not make an application to the Court or issue any Advisory Notices under Section

28 of the Local Audit and Accountability Act 2014.
Use of auditor’s powers

We did not make an application for judicial review under Section 31 of the Local Audit
and Accountability Act 2014.

We did not identify any issues that required us to issue a Public Interest Report (PIR)
under Schedule 7 of the Local Audit and Accountability Act 2014.

-

Auditor’s Annual Report Year ending 31st March 2026 | 9
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Opinion on the financial statements

These pages set out the key findings from our audit of the Council’s financial statements, and whether we have used any of the other powers
available to us as the Council’s auditors.

Audit opinion on the financial statements We conducted our audit in accordance with: International Standards on Auditing
(UK), the NAO Code of Audit Practice (2024, and applicable law. We are
independent of the Council in accordance with applicable ethical requirements,
including the Financial Reporting Council’s Ethical Standard.

Due to the backstop disclaimer opinion issued on the 2022/23 financial
statements. Although we commenced rebuilding assurance in 2025/26,
as a result of the limitations imposed by the backstop date, we have

been unable obtain sufficient appropriate audit evidence over the Findings from the audit of the financial statements
Council’s opening balances of property, plant and equipment and

. . . The C il ided draft tsin li ith th tional deadli f30J
reserves reported in the financial statements for the year ended 31 © ~OUNCI providead crart dccounts in fine wi © hatiohal deadiine o Hne

. 2026.
March 2025. Consequently, we have been unable to satisfy ourselves
—pVer their in-year movements. Similarly, this has also resulted in Draft financial statements were of a reasonable standard and supported by
Quncertainty over the closing balance of property, plant and equipment detailed working papers.

mand reserves as at 31 March 2025. The full opinion is included in the
Council’s Annual Report for 2025/26, which can be obtained from the
Wouncil’s website.

* A number of misclassification errors were noted in the accounts relating to the
classification of grants, these also impacted on the prior year.

* We made a number of recommendations to improve the controls, relating
predominantly to contract management, improvements to related party
arrangements, and management of the valuation process.

Grant Thornton provides an independent opinion on whether the
Council’s financial statements:

* give a true and fair view of the financial position of the Council as at * We currently anticipate issuing a disclaimed audit opinion later in November
31 March 2026 and of its expenditure and income for the year then 2026, ahead of the national statutory deadline
ended ' '

Audit Findings Report
* have been properly prepared in accordance with the CIPFA/LASAAC

Code of practice on local authority accounting in the United Kingdom We report the detailed findings from our audit in our Audit Findings Report. A final
2025/26 version of our report was presented to the Council’s Audit and Governance

Committee on 16 November 2026. Requests for this Audit Findings Report should be

* have been prepared in accordance with the requirements of the Local directed to the Council.

Audit and Accountability Act 2014.

© 2026 Grant Thornton UK LLP Auditor’s Annual Report Year ending 31st March 2026 | 11
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Opinion on the pension fund statements

These pages set out the key findings from our audit of the pension fund financial statements, and whether we have used any of the other

powers avdilable to us as the Council’s auditors.

Audit opinion on the financial statements

The Pension Fund is required to publish its Annual Report by 1 December

2025. We plan to issue an auditor’s consistency report which includes

our opinion that the 2025/26 Dorset Pension Fund financial statements

within the Pension Fund Annual Report are consistent, in all material

aspects, with those within the audited administering authority’s
-ginancial Statements.

(Q! We plan to issue an unqualified consistency report on the pension fund
®financial statements contained within the Pension Fund’s Annual Report

P
'Eshortlg after the November Audit and Governance Committee.

Grant Thornton provides an independent opinion on whether the
Council’s financial statements:

* give a true and fair view of the financial position of the Pension Fund
as at 31 March 2026 and of its expenditure and income for the year
then ended

* have been properly prepared in accordance with the CIPFA/LASAAC
Code of practice on local authority accounting in the United Kingdom
2025/26

* have been prepared in accordance with the requirements of the Local
Audit and Accountability Act 2014

© 2026 Grant Thornton UK LLP

We conducted our audit in accordance with: International Standards on Auditing
(UK), the Code of Audit Practice (2024) published by the National Audit Office,
and applicable law. We are independent of the Council in accordance with
applicable ethical requirements, including the Financial Reporting Council’s
Ethical Standard.

Findings from the audit of the financial statements
The Pension Fund provided draft accounts in line with the national deadline.

Draft financial statements were of a reasonable standard and supported by
detailed working papers. A number of disclosure amendments were made and
control recommendations raised. We have received good cooperation from
officers throughout the course of our work.

Audit Findings Report

We report the detailed findings from our audit in our Audit Findings Report. A final
version of our report will be presented to the Audit and Governance Committee on
16 November 2026. A final version will be issued alongside our audit opinion which
is expected by end of November. Requests for this Audit Findings Report should be
directed to the Council.

Auditor’s Annual Report Year ending 31st March 2026 | 12



Other reporting requirements

Annual Governance Statement

Under the Code of Audit Practice published by the National Audit Office we
are required to consider whether the Annual Governance Statement does not
comply with the requirements of the CIPFA/LASAAC Code of Practice on
Local Authority Accounting, or is misleading or inconsistent with the
information of which we are aware from our audit.

We are not required to consider whether the Annual Governance Statement

ddresses all risks and controls or that risks are satisfactorily addressed by
%nternol controls.

tﬁ)ue to the matters giving rise to the disclaimed opinion, we have been unable
to consider whether the Annual Governance Statement does not comply with
‘Delivering Good Governance in Local Government Framework 2016 Edition’
published by CIPFA and SOLACE or is misleading or inconsistent with the
information of which we are aware from our audit.

© 2026 Grant Thornton UK LLP
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Use of auditor’s powers

We bring the following matters to your attention:

Under the Code of Audit Practice, we are required to report to you if:

* we issue a report in the public interest under section 24 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion of the audit; or

we make a written recommendation to the Authority under section 24 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion of the
audit; or

we make an application to the court for a declaration that an item of account is contrary to law under Section 28 of the Local Audit and Accountability Act 2014
in the course of, or at the conclusion of the audit; or;

9T afed.

we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion of the audit; or

we make an application for judicial review under Section 31 of the Local Audit and Accountability Act 2014, in the course of, or at the conclusion of the audit.

We have nothing to report in respect of the above matters.

© 2026 Grant Thornton UK LLP Auditor’s Annual Report Year ending 31st March 2026 | 14
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Value for Money — commentary on arrangements
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This page explains how we undertake the value for money assessment of arrangements and provide a commentary under three specified

aredas.

All Councils are responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness from their resources. This includes taking
properly informed decisions and managing key operational and financial risks so that they can deliver their objectives and safeguard public money. Council’s report
on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the Council has made proper arrangements for securing economy,
efficiency and effectiveness in its use of resources. The National Audit Office (NAO) Code of Audit Practice ("the Code'), requires us to assess arrangements under

three areas:

abed

Financial sustainability

Arrangements for ensuring the Council can
continue to deliver services. This includes planning
resources to ensure adequate finances and
maintain sustainable levels of spending over the
medium term (3-5 years).

© 2026 Grant Thornton UK LLP

@ Governance

Arrangements for ensuring that the Council makes
appropriate decisions in the right way. This
includes arrangements for budget setting and
budget management, risk management, and
making decisions based on appropriate
information.

{:c:)}* Improving economy, efficiency and
% / effectiveness

Arrangements for improving the way the Council
delivers its services. This includes arrangements for
understanding costs and delivering efficiencies
and improving outcomes for service users.

Auditor’s Annual Report Year ending 31st March 2026 | 16
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Financial sustainability — commentary on arrangements

We considered how the Council: Commentary on arrangements Rating

The Council reported an overall underspend of £0.2m for 2025/26, the first year-end underspend reported since the creation
of Dorset Council as a unitary authority. This position was achieved despite significant pressures within demand-led services,
including overspends of £5.9m in Adults and Housing and £3.9m in Children's Services, driven by increasing demand, rising
complexity of need and higher care and placement costs. The Council outlined actions to address overspends within its
Medium-Term Financial Plan (MTFP), such as through the FutureCare Programme initiative, which aims to manage demand
through improved patient flow, reduced hospital stays, and more efficient use of resources. These overspends were offset by
underspends elsewhere including £7.5m in Place, £1.7m in Corporate Development and £0.5m in Legal and Democratic
Services.

Capital expenditure totalled £75.7m against a budget of £116.4m, resulting in slippage of £40.7m into future years. The
Council strengthened its reserves position during the year, with the General Fund balance increasing from £31.6m to £36.0m,
identifies all the significant equivalent to approximately 7.5% of the 2026/27 net budget of £482.6m. Earmarked reserves increased from £114m to £127m.
financial pressures that are
levant to its short and
%edium—term plans and builds
|_bese into them
©

Notwithstanding the Council's overall financial position, significant risks remain in relation to the Dedicated Schools Grant
(DSG). In our 2024/25 Auditor's Annual Report, we identified a significant weakness relating to the growing DSG deficit.
During 2025/26, the cumulative DSG deficit increased from £95.6m to £148.7m, driven primarily by a £65.2m High Needs
Block overspend. The Council forecasts further DSG overspends of £73.3m in 2026/27 and £78.9m in 2027/28, highlighting the
continued financial pressures within the High Needs Block. The Council, which was previously part of the Safety Valve
Programme, submitted its SEND Reform Plan in line with the national deadline and has established a DSG Recovery Reserve of
£17.5m. The Council forecast a residual funding gap of £1.3m by March 2028, assuming Government support equivalent to
90% of the DSG deficit liability. In October 2026, the Council received approval of its SEND Reform Plan and confirmation that
funding equivalent to 90% of the cumulative DSG deficit at 31 March 2026 would be provided, with payment in the region of
£145m expected in November 2026. Whilst the Council's reserves position appears sufficient to address the £1.3m gap, the
projected position remains dependent on the level and duration of future Government support. We therefore consider the
significant weakness to have remained during 2025/26, given the continued growth in the DSG deficit and the importance of
successfully delivering the SEND Reform Plan to address the underlying causes of the deficit and mitigate its further growth.
See Key Recommendation 1 at page 20.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP Auditor’s Annual Report Year ending 31st March 2026 | 17
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Financial sustainability — commentary on arrangements

We considered how the Council: Commentary on arrangements Rating

The Council had appropriate arrangements in place to identify savings however focus needs to remain on ensuring
effective delivery. The Council delivered £20.9m (57%) of its total savings target for 2025/26 of £36.6m.

The 2025/26 budget included a portfolio of savings plans across directorates, alongside the Council's Our Future
Council (OFC) transformation programme, which aims to contribute to the Medium-Term Financial Plan (MTFP)
through recurrent savings and improved cost control.

Q-? For 2025/26, the Council set an OFC savings target of £10.0m, which was subsequently revised to £6.0m to reflect

% learning from the first year of delivery and a reassessment of the pace at which benefits could realistically be

N realised. Savings of £5.7m were delivered during the year in relation to this target, comprising £1.7m of workforce and
@lans to bridge its funding gaps and efficiency savings and £4.0m of third-party spend reductions, although only £0.7m of the total was delivered A
identify achievable savings recurrently in 2025/26. No capital receipts were budgeted for or applied to OFC in 2025/26.

The Council has strengthened governance and oversight of transformation activity through the establishment of a
Transformation Management Office, which aims to bring together delivery capacity and oversight across the
Council's transformation activity. From our review, in-year reporting of savings delivery was clear and
comprehensive. However, the Council's MTFP continues to forecast cumulative budget gaps of £17.5m in 2027/28,
£33.6m in 2028/29, £47.7m in 2029/30 and £61.5m in 2030/31. Continued progress in developing and delivering
sustainable savings plans, including the 2026/27 OFC savings target of £9.4m and the wider £14.7m savings
requirement, will therefore remain important to the Council’s medium financial sustainability. Accordingly, we have
updated our prior year improvement recommendation. See page 21.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP Auditor’s Annual Report Year ending 31st March 2026 | 18
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Financial sustainability — commentary on arrangements (continued)

We considered how the Council: Commentary on arrangements Rating

The Council Plan 2024-29 sets out four strategic priorities: providing high-quality and affordable housing, growing

the economy, creating communities for all, and responding to the climate and nature crisis. These priorities are

supported by a range of performance measures and actions and are used as a framework for the Council's G
governance and financial planning. From our review, the Council has directed investment towards addressing rising
demand and cost pressures in key services, such as £29m for Adults and Housing and Children's Services.

plans finances to support the
sustainable delivery of services in
accordance with strategic and
statutory priorities

The Council's financial planning and investment decisions are aligned to the priorities set out in the Council Plan and
supporting strategies. For example, the Our Future Council transformation programme sets out plans to deliver
cumulative recurrent savings of £77.4m by 2029/30 supported by cumulative investment of £48.0m to enable
delivery. Progress reports indicate that these savings are expected to be delivered primarily through workforce

ensures its financial plan is
yonsistent with other plans such as
@vorkforce, capital, investment and

mfgjrir?cai:josl\?vgfliiagrx;’L?\gomer;col reducti.ons and service redesigrj. The Ct?uncil's capital programme also reflects strategic priorities. For example, the G
sulslRe eches @s e of ¢ wieks Council approved £10n.n of capital fundlr)g to SL.JppOI’t delivery of its C.Iimate Strc:t'egg. As reported to Cobingt in
cushe January 2026, approximately £6m of this funding had been spent, with the remaining £4m allocated to projects
planned for delivery by 2027.

felenities ermel ramEEEs fek i The Council continues to have appropriate arrangements in place to identify, manage and report financial risks.
I e Quarterly financial monitoring reports identify key risks, with the growing Dedicated Schools Grant (DSG) deficit

: . . highlighted as the Council’s most significant strategic risk. The risk register includes financial risks on adult social
changes in demand, including G

care, DSG, revenue streams, local government funding and public health. For 2026/27, the budget setting report
includes a risk assessment, noting that the budget is "high" risk, and the potential implications around service
delivery.

challenge of the assumptions in
underlying plans

G No significant weaknesses or improvement recommendations.
A  No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP Auditor’s Annual Report Year ending 31st March 2026 | 19
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Financial sustainability (continued)

Significant weakness identified in relation to DSG deficit

2024/25 2025/26 2026/27 2027/28

Key Finding: The Council continues to face significant pressures associated with its increasing
Dedicated Schools Grant (DSG) deficit position.

Evidence: During 2025/26, the Council reported an £54.5m overspend on the DSG, increasing the In-year 38.2m 56.2m 73.3m 78.9m

Status Actual Actual Forecast Forecast

Deficit
cumulative DSG deficit from £95.6m at 31 March 2025 to £148.7m at 31 March 2026. The deficit el

continues to be driven by growth in High Needs Block expenditure, reflecting increasing demand % change ) o o i
Tor SEND services and rising complexity of need. See table 1. The Council submitted its SEND Uejer;n_ o = o

gReform Plan in line with the national deadline and seeks to address the underlying drivers of
Mexpenditure through earlier intervention, strengthening inclusion in mainstream schools, expanding
ocal specialist provision and reducing reliance on high-cost independent and out-of-area
placements. Based on current projections and the Council's assumption that Government support
will cover Q0% of its DSG deficit liability through to March 2028, the Council estimates a residual
funding gap of £1.3m. In October 2026, the Council received approval of its SEND Reform Plan and KR1: The Council must continue to work urgently with

Source: Financial Statements and the Council’s Local SEND Reform Plan

confirmation that funding equivalent to 90% of the cumulative DSG deficit at 31 March 2026 would partners to implement and embed the changes it is making
be provided. However, continued overspends could result in the cumulative DSG deficit increasing as part of the SEND Reform Plan, the underlying causes of
to around £150m by March 2028. In addition, the level of government support beyond 2025/26 the DSG deficit are addressed to ensure it that the growing
remains uncertain at the time of reporting, with the DfE noting that local authorities can expect it DSG deficit is mitigated, the financial risk to the Council is
to continue taking an "appropriate and proportionate" approach. reduced as far as possible to a sustainable level across the

medium term, and effective governance and oversight
arrangements to support delivery of the Plan are in place,
including robust monitoring of financial, operational and
delivery risks, and timely corrective action where required.

Impact: There is uncertainty as to the level of funding the Council will receive in 2027/28 and
2028/29, if the deficit for those years continues to increase and the Council is unable to reduce the
rate of increase of the DSG deficit, a greater proportion than planned may need to be funded from
the Council's own resources. This could reduce reserve levels, increase pressure on future budgets
and adversely affect the Council's medium-term financial resilience and sustainability.
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Financial sustainability (continued)

Area for Improvement identified: identifying and delivering recurrent savings Improvement Recommendation 1

Key Finding: The Council has improved delivery of transformation savings through the Our Future IR1: The Council should strengthen the delivery and
Council (OFC) programme. However, the Council continues to face significant medium-term funding monitoring of its savings programme and increase the
gaps and will need to identify and deliver further sustainable savings to support its medium-term level of recurrent savings, in both directorate and its
financial sustainability. Our Future Council programme to address the forecast

funding gaps.

Evidence: The Council's 2025/26 budget included a range of savings plans across directorates,
“Thcluding the OFC transformation programme. The Council delivered £20.9m of its total savings
arget of £36.6m, and £5.7m of the £6m OFC savings target. The OFC delivery comprised £1.71m of
@wvorkforce and service efficiency savings, delivered through initiatives including the Customer Hub,
usiness Support Hub, Communications and Marketing redesign and wider organisational changes,
together with £4.0m of third-party spend savings achieved through strengthened commissioning,
procurement and commercial governance arrangements. This represents an improvement on the
previous reporting period, when no transformation savings were delivered, and reflects the Council's
efforts to strengthen governance and oversight such as through the establishment of a
Transformation Management Office. However, only £0.7m of savings through the OFC programme
were delivered recurrently, and the programme aims to deliver cumulative savings of £77.4m by
2029/30. The Council's MTFP also continues to forecast cumulative funding gaps of £17.5m in
2027/28, rising to £61.5m by 2030/31.

Impact: Failure to identify and deliver sustainable and recurrent savings could affect the Council's
ability to address future funding gaps, increasing pressure on budgets and reducing financial
resilience.
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Governance — commentary on arrangements

We considered how the Council:

Commentary on arrangements Rating

T
&onitors and assesses risk and how
®he Council gains assurance over the
fective operation of internal
controls, including arrangements to
prevent and detect fraud

During 2025/26, the Council strengthened its risk management arrangements through the implementation of an
updated Risk Management Framework, which was published in October 2025. Strategic risks are identified,
monitored and reported regularly to members through Cabinet, Scrutiny Committees and the Audit and Governance
Committee. These improvements address the improvement recommendation raised in previous reporting periods.

Internal Audit is provided externally and provides regular progress reports to the Audit and Governance Committee.
Our review highlighted improvements in the monitoring and implementation of Internal Audit recommendations, with
stronger follow-up arrangements and more timely completion of agreed actions. The 2025/26 Head of Internal Audit
Opinion was Reasonable Assurance, representing an improvement from the Limited Assurance opinion reported in the
prior year. The Council also maintains a range of governance, counter-fraud and whistleblowing arrangements,
supported by annual reporting to members and regular review of key governance policies.

In the 2024/25 reporting period, we raised a significant weakness and key recommendation following the two Internal
Audit reviews which found significant failings in budgetary control by the Building Health and Safety Compliance
Team. During 2025/26, the Council made progress in addressing the weaknesses identified by the reviews through
the development of two improvement plans. By 31 March 2026, all actions arising from the Scheme of Delegation
review and 10 of the 35 actions relating to Building Health and Safety Compliance had been completed. However, as
the majority of the Building Health and Safety Compliance actions remained outstanding at year-end, we were
unable to conclude that weaknesses identified had been fully addressed as at 31 March 2026. We therefore consider
the significant weakness identified in the prior year to remain in place for 2025/26. Furthermore, Internal Audit
reviews in relation to contract management (see page 29), together with discussions with Internal Audit and the
Monitoring Officer, identified additional areas requiring further improvement within governance, budget monitoring,
procurement and internal controls. Accordingly, we have raised a new key recommendation (see Key
Recommendation 2 on page 26). This also impacts our assessment on page 23, 24 and 25.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance - commentary on arrangements

We considered how the Council:

Commentary on arrangements Rating

approaches and carries out its
annual budget setting process

§nsures effective processes and
ystems are in place to ensure

%udgetorg control; to
Wommunicate relevant, accurate
and timely management
information; supports its statutory
financial reporting; and ensures
corrective action is taken where
needed, including in relation to
significant partnerships

The Council continues to demonstrate appropriate budget-setting arrangements. Budget proposals are updated to
reflect known demand, inflation and other cost pressures and are developed through officer-led planning with
significant Member involvement throughout the process. This included cross-party Member engagement sessions,
Portfolio Holder discussions and a series of budget briefing events prior to formal scrutiny by the People and Health
Scrutiny Committee and the Place and Resources Scrutiny Committee. Feedback from scrutiny and public consultation,
together with the Cabinet's response to matters raised, is clearly reported within the budget papers.

Financial monitoring reports presented to Cabinet are timely and clear, setting out the forecast outturn position for each
Directorate and key financial pressures. The reports also summarise the capital programme, reserves, DSG position and
key risks. For each Directorate, they include analysis by service area showing budgets, forecast outturns, movements
since the previous quarter, explanations for significant variances, relevant performance information and mitigating
actions. The Council also improved budgetary controls during the 2025/26 reporting period, such as through the
introduction of spend controls requiring all purchase orders over £2,500 to be countersigned by a Corporate Director
before approval.

The Council published its 2025/26 Draft Statement of Accounts within the statutory deadline of 30 June.

The findings underpinning the significant weakness within this section are detailed at page 22, with the new Key
Recommendation 2 set out on page 26.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance — commentary on arrangements (continued)

We considered how the Council:

Commentary on arrangements Rating

-
&nsures it makes properly informed
®lecisions, supported by appropriate
idence and allowing for challenge
and transparency, including from
audit committee

The Council has a Constitution in place which sets out its governance and decision-making arrangements. Formal
decision-making is undertaken through Full Council and Cabinet, supported by Overview and Scrutiny Committees
covering People and Health and Place and Resources, as well as the Joint Overview Committee and Joint Scrutiny
Committee. These committees meet regularly throughout the year to provide support, challenge and scrutiny of
Council activities, with additional meetings convened where necessary. The Audit and Governance Committee also
plays a key role in overseeing the Council's governance framework, including financial management, risk
management, performance and constitutional matters. Based on our review of committee papers and minutes, the

Committee demonstrates effective challenge and scrutiny, providing appropriate oversight of key governance and
financial issues.

The findings underpinning the significant weakness within this section are detailed at page 22, with the new Key
Recommendation 2 set out on page 26.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance — commentary on arrangements (continued)

We considered how the Council: Commentary on arrangements Rating

The Council has Codes of Conduct in place for both members and officers, including requirements relating to the
declaration of interests, gifts and hospitality. In our 2024/25 report, we raised an improvement recommendation to
strengthen these arrangements, including the introduction of a central record for officer declarations. The Council
has responded by issuing updated guidance, delivering staff training, and introducing a central register for
employee declarations of interests, gifts and hospitality through its DES system. However, declarations of interest
monitors and ensures appropriate were not completed by councillors in a timely manner during the 2025/26 reporting period. The Council also failed to
—gtandards, such as meeting publish its 2025/26 Annual Governance Statement alongside their 2025/26 Draft Statement of Accounts by 30 June.

(gegislotive/regulotorg requirements  We have therefore issued an updated Improvement Recommendation. See page 27.
@nd standards in terms of staff and

Eoord member behaviour During the 2025/26 reporting period, the Council updated several key governance documents, including its

Constitution, Whistleblowing Policy and Counter Fraud and Financial Crime Policy. In addition, contract waivers are
now routinely reported to members through quarterly finance reports presented to Cabinet and the Audit and
Governance Committee.

The findings underpinning the significant weakness within this section are detailed at page 22, with the new Key
Recommendation 2 set out on page 26.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance (continued)

Significant weakness identified in relation to governance

Key finding: During 2025/26, the Council took steps to address the weaknesses identified in the Building Health and Safety Compliance and Contract and
Expenditure Compliance reviews through two improvement plans. By 31 March 2026, all actions arising from the Scheme of Delegation review and 10 of the 35
actions relating to Building Health and Safety Compliance had been completed. As 25 of the 35 actions (71%) were still outstanding at 31 March 2026, we consider
the significant weakness to have remained during 2025/26 as the Council had not yet fully implemented the improvements required at year end.

Evidence:

* The two internal audit reviews undertaken in the 2024/25 reporting period identified significant control weaknesses in governance arrangements such as failure
to obtain Cabinet approval for the compliance work undertaken, inadequate independent oversight of interim staff appointments, insufficient consideration of
conflicts of interest, inadequate budget monitoring and scrutiny arrangements, ineffective escalation procedures, and a lack of structured project management.

Internal Audit confirmed that all 16 actions arising from the Contract and Expenditure Compliance review had been completed by 31 March 2026.

10 of the 35 actions arising from the Building Health and Safety Compliance review had been completed by 31 March 2026, and by September 2026, 34 actions
have been completed. 4 actions were completed past their target dates.

gz afled

The Council approved an updated Scheme of Delegation in October 2025 and strengthened procurement and expenditure approval controls.

Discussions held with Internal Audit and the Monitoring Officer indicated that some approval and expenditure monitoring issues continue to emerge.

Internal Audit identified further weaknesses relating to contract management in other reviews undertaken.

* Impact: The Council has made progress in addressing the weaknesses identified in the prior year. However, the outstanding Building Health and Safety
Compliance actions, together with further issues identified through Internal Audit reviews and discussions with officers, demonstrate that the improvements
required to address the underlying weaknesses had not been fully implemented by 31 March 2026. We therefore consider the significant weakness identified in
the prior year to have remained in place during 2025/26.

Key recommendation 2

KR2: The Council must ensure that the actions implemented in response to the Building Health and Safety Compliance and Contract and Expenditure Compliance
Internal Audit reviews are fully embedded across the organisation and operating effectively in practice by 31 March 2027, particularly in relation to budget
monitoring, procurement and contract management. This should be evidenced through follow-up Internal Audit reviews confirming that improvements have been
sustained and that no recurring control weaknesses have been identified.

This key recommendation should be considered along side the key recommendation on page 30.
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Governance (continued)

Area for Improvement identified: compliance with legislative and regulatory

requirements

Key Finding: The Council did not fully comply with key governance requirements during
the 2025/26 reporting period. Declarations of interest were not completed by councillors in
a timely manner during the 2025/26 reporting period, and the 2025/26 Annual
Governance Statement (AGS) was published after the statutory deadline.

Evidence: The Council has improved its arrangements to promote the declaration of

—nterests and gifts and hospitality, including the provision of guidance, training, and the
mplementation of a register of interests and gifts and hospitality declarations for Council

memployees. However, 74% of Councillors' registers of interests were not updated until June

Nind July 2026, with some records having last been updated in 2021 prior to the 2026
Update. Consequently, the Council had limited assurance that members' declarations had
been reviewed and confirmed as up to date at the time the draft 2025/26 Statement of
Accounts was published. In addition, the draft Statement of Accounts did not include the
AGS as required by the Accounts and Audit Regulations 2015. The AGS was subsequently
published in August 2026, after the statutory deadline of 30 June 2026.

Impact: The lack of timely completion of declarations of interest limits transparency and
increases the risk that relevant interests may not be identified, reviewed and considered as
part of the Council's related party disclosure process. It also reduces assurance that
members' interests have been reviewed and confirmed as up to date when key financial
and governance documents are prepared. The late publication of the AGS demonstrates
non-compliance with statutory requirements and reduces assurance that the Council's
governance arrangements are being reported and communicated in line with expected
timescales.

© 2026 Grant Thornton UK LLP
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Improvement Recommendation 2

IR2: The Council should strengthen its arrangements to ensure
compliance with legislative and regulatory requirements by:

1) Ensuring the Annual Governance Statement (AGS) is prepared,
approved and published within the required statutory timescales.

2) Ensuring declarations of interest of councillors are submitted in
a timely manner and that appropriate follow-up action is
undertaken where submissions are outstanding.
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Improving economy, efficiency and effectiveness — commentary on

arrangements

We considered how the Council:

Commentary on arrangements Rating

uses financial and performance
information to assess performance to
identify areas for improvement

o€ abed

evaluates the services it provides to
assess performance and identify
areas for improvement

ensures it delivers its role within
significant partnerships and engages
with stakeholders it has identified, in
order to assess whether it is meeting
its objectives

In 2025-26, the Council improved arrangements for performance reporting. It has established a Strategic

Performance Management Framework, supported by Council Plan updates, dashboards, quarterly scrutiny

reporting and Cabinet reporting. Data quality is a key consideration with controls in place and benchmarking

against national and local peers helps to inform performance assessments and identify areas for learning and
improvement. During the reporting period, an internal audit review of data maturity provided a limited assurance G
opinion. The review identified weaknesses in data governance arrangements, including the absence of a data

governance lead, incomplete asset management records, a significant backlog of paper records awaiting retention
decisions and no formal data literacy or quality training in place. Management agreed 10 medium-priority actions in
response, and the report noted senior leadership’s commitment to improvement, with a follow-up review planned in
approximately two years.

In 2025/26 the Council received strong external inspection outcomes. This included an Ofsted rating of
“Outstanding” for its Children’s Services, improving on its previous “Good” rating. It also received a “Good” rating
from the Care Quality Commission (CQC) for Adults Social Care in June 2026, following inspections earlier in the

year. Cabinet received action plans in response to minimal findings in the Ofsted inspection, and a SEND Reform &
Plan has been submitted to Government. The Annual Report also picks up inspection findings with areas for

improvement correlating with areas of weaker reported performance.

The Council Plan and strategic priorities were developed through engagement with residents, stakeholders and

partner organisations. Progress against these priorities is monitored through regular performance reporting. During G

2025/26, key partnership working took place through the SEND Reform Plan and the Safeguarding Children
Partnership, involving partners such as Dorset Police and NHS Dorset.

G No significant weaknesses or improvement recommendations.

A  No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Improving economy, efficiency and effectiveness — commentary on
arrangements (continued)

We considered how the Council:

Commentary on arrangements Rating

ommissions or procures services,
ssessing whether it is realising the
o%xpected benefits
=

The Council operates a decentralised contract management model, with responsibility for contract oversight resting
within individual service areas and support provided by a central Commercial and Procurement Team. The Council
maintains a contracts register through an online portal and has refreshed its procurement and contract

management guidance, procedures, templates and training materials to reflect the requirements of the Procurement
Act 2023.

Consistent with our prior year reporting, we consider that a significant weakness remains in the Council’s
arrangements for commissioning and procuring services. This reflects the findings of recent Internal Audit reviews,
which identified weaknesses in contract monitoring, governance and oversight. The reviews highlighted issues
including supplier overcharges, weaknesses in payment controls, ineffective contract monitoring arrangements,
inconsistent communication processes and insufficient management oversight. The identification of weaknesses in
contract management, alongside those reported through the Building Health and Safety Compliance and Contract
and Expenditure Compliance reviews undertaken during 2024/25, suggest that the issues may not be isolated to
individual services and could indicate wider organisational shortcomings in contract management and oversight
arrangements. Internal Audit has therefore planned further work to review the Council's contract management
arrangements, the outcome of which we will consider as part of our 2026/27 work. As a result, we continue to
consider there to be a significant weakness in the Council's arrangements for commissioning and procuring services
and have updated the key recommendation accordingly. See new Key Recommendation 3 at page 30.

Since the year end, the Council's ERP programme has been delayed, and the Council is currently working to agree a
revised implementation date. We will review progress in delivering the programme as part of our 2026/27 VFM work.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Improving economy, efficiency and effectiveness

Significant weakness identified in relation to contract management arrangements

Key finding: Weaknesses in the Council's procurement and contract management arrangements continue to be identified through internal audit reviews. Findings
from the reviews identified deficiencies in contract monitoring and oversight, suggesting that the issues identified may not be isolated to individual contracts and
that wider contract management weaknesses may exist across the organisation.

Evidence:

Two recent Internal Audit reviews relating to contract management identified weaknesses in contract monitoring and oversight arrangements, including
inadequate monitoring of a supplier contract, as well as instances of overpayments during the life of a contract.

The Council has taken steps to address weaknesses identified through internal audit reviews, and has updated procurement guidance, procedures, templates and
training materials. The Council has also created a new commissioning and procurement hub in order to better grip contract management. However, control
weaknesses were also identified through the Building Health and Safety Compliance review and the Contract and Expenditure Compliance with the Constitution
and Scheme of Delegation review undertaken during 2024/25 and 25 of the 35 actions (71%) in relation to the Building Health and Safety Compliance review were
still outstanding at 31 March 2026, indicating that the Council had not yet fully implemented the improvements required at year end.

Z2< abed

Internal Audit has planned further work to review contract management arrangements, which we will consider as part of our 2026/27 assessment.

Impact: There is a risk that the weaknesses identified are more widespread across the Council's contract portfolio, resulting in contracts not being managed
effectively and the Council not achieving value for money from its contractual arrangements.

Key recommendation 3

KR3: The Council must undertake a review of governance and contract management arrangements in the 2026/27 reporting period to determine whether the
weaknesses identified through recent internal audit reviews are indicative of wider organisational weaknesses and must take timely action to address any systemic
shortcomings identified.

This key recommendation should be considered along side the key recommendation on page 26.
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Commercial in Confidence

The Council is the administering authority for the Dorset County Pension Fund. As part of our VfM work we are required to consider the Council’s arrangements

in respect of the Pension Fund.

We considered the Pension Fund’s:

Commentary on arrangements

Rating

Financial Sustainability: sufficiency of
funds to meet liabilities

eg abed

Governance: appropriateness of
governance arrangements

The Pension Fund remains in a strong financial position, with assets of approximately £4.5 billion at 31 March 2026,
compared with £4.1 billion in the previous year. The 2025 triennial actuarial valuation was completed and informed
the Funding Strategy Statement. Both reports were published in March 2026 and approved following consultation

with scheme employers. The Fund has established arrangements for monitoring funding, cashflow and investment
risks.

The Fund has established governance arrangements through its Pension Fund Committee and Local Pension Board,
supported by regular reporting covering investment, administration, risk and regulatory developments. Training is
provided to members, including Committee training sessions and access to external online resources

The Fund undertook a Good Governance assessment in 2022 but has not subsequently undertaken a structured
assessment of its governance arrangements against The Pensions Regulator’s General Code, which came into force
in March 2024. We understand the Fund intends to consider this through its forthcoming Independent Governance
Review, which is not required to be completed until 2028. We have therefore raised an improvement
recommendation at page 33 that the Fund establishes a clear timetable to assess its arrangements against the

General Code, identify the gaps and monitor resulting actions to completion, sufficiently in advance of the 2028
deadline.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Pension Fund (continued)

We considered the Pension Fund’s: Commentary on arrangements Rating

Pension administration performance has remained strong overall, with regular KPI reporting to the Pension Fund
Committee. The Fund has also continued to progress significant regulatory programmes, including the McCloud
remedy and Pensions Dashboard, alongside wider LGPS regulatory changes.

o
g Significant work has also been undertaken in response to the Government’s investment pooling reforms. Following

the Government’s decision that Brunel should consolidate with another pool, Dorset selected Local Pensions

Partnership Investments (LPPI) as its new pooling partner and approved the governance arrangements necessary to G
support transition.

proving Economy, Efficiency and
J&ffectiveness: annual report findings

Overall, the Fund demonstrates arrangements to support the effective administration and management of the
scheme, while managing a significant programme of regulatory and investment change. Continued focus will be
required on successful delivery of the LPPI transition, McCloud and Pensions Dashboard requirements and on
demonstrating that these changes deliver the intended benefits and efficiencies.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Pension Fund

Area for Improvement: Pension Fund Improvement Recommendation 3

Key Finding: The Pension Fund has established governance arrangements and IR3: The Council should establish and approve a clear timetable for
preViOUS|g Commissioned a GOOd Governdhce ReVieW iﬂ 2022. HOWeVer, it hGS nOt reviewing its governgnce Orrgngements Ogoinst The pensions
subsequently undertaken a structured assessment of its governance arrangements Regulator’s Code. This assessment should be undertaken sufficiently
against The Pensions Regulator’s General Code, which came into force in March 2024. in advance of the 2028 Independent Governance Review (IGR)

deadline, either through an earlier IGR or as a separate General

Evidence: The 2022 Good Governance Review provided an independent assessment of
Code assessment.

Qhe Fund’s governance arrangements and resulted in recommendations for
«@mprovement. However, this review pre-dated the General Code coming into force in
MMarch 2024.

gFrom the documentation reviewed, we have not identified a subsequent documented
General Code gap analysis, self assessment of or equivalent exercise demonstrating
how the Fund’s existing arrangements comply with the requirements of the Code,
identifying areas requiring further development and tracking resulting actions.

Management has indicated that General Code compliance is expected to be
considered through the forthcoming Independent Governance Review (IGR), but a firm
timetable for completing this work sufficiently in advance of the 2028 deadline has not
yet been established.

Impact: Without a timely and structured assessment against the General Code, there is
a risk that the Fund does not identify gaps in its governance arrangements, or
opportunities for improvement, sufficiently promptly. This could also limit the assurance
available to the Pension Fund Committee and Local Pension Board that the Fund’s
governance arrangements remain aligned with current regulatory expectations.
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D5 Summary of
Value for Money

Recommendations
raised in 2025/26
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Key recommendations raised in 2025/26

Recommendation Relates to

Management Actions

The Council must continue to work urgently with
partners to implement and embed the changes it
is making as part of the SEND Reform Plan, the
underlying causes of the DSG deficit are
addressed to ensure it that the growing DSG

deficit is mitigated, the financial risk to the Financial
KR1 Council is reduced as far as possible to a sustainability
sustainable level across the medium term, and (pages 17 — 21)

effective governance and oversight
arrangements to support delivery of the Plan are
in place, including robust monitoring of
financial, operational and delivery risks, and
timely corrective action where required

The Council must ensure that the actions

implemented in response to the Building Health

and Safety Compliance and Contract and

Expenditure Compliance Internal Audit reviews are

fully embedded across the organisation and

operating effectively in practice by the end of the overnance
KR2 2026/27 reporting period, particularly in relation

to budget monitoring, procurement and contract (pages 22 - 27)
management. This should be evidenced through

follow-up Internal Audit reviews confirming that

improvements have been sustained and that no

recurring control weaknesses have been

identified.

)€ abed

Actions: The Council will continue to work urgently with partners to implemented and
embed the changes as part of the SEND Reform Plan. Grant Thorntons recommendation is
to continue, and so have not identified anything new to be put in place. As a result, the
due date has been set to March 2028 reflecting when the current financial arrangements
end.

Regular progress updates will be reported through to Cabinet and other committees as
appropriate.

Responsible Officer: Paul Dempsey, Executive Director — Children’s Services
Due Date: 31 March 2028.

Actions: A follow up internal audit will take place during the 2026/27 financial year to
confirm the extent to which improvements have been made, controls fully embedded
across the organisation and operating effectively in practice and that no recurring control
weaknesses have been identified. The report and action plan will be presented to Audit &
Governance Committee.

Responsible Officer: Jonathan Mair, Director of Assurance & Governance - Monitoring
Officer

Due Date: 31 March 2027
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Key recommendations raised in 2025/26

Recommendation Relates to Management Actions

Actions: A review of governance and contract management arrangements will take place

The Council must undertake a review of : ) . . .
during the 2026/27 financial year to determine the extent to which the weaknesses

governance and contract management Improvement . 4 C . . )
_e) arrangements in the 2026/27 reporting period to  economy, identified are |nd|cot|v§ of \{wder.c?rgomsotlonol weqknes§es and deyelop an action plan t?
Q determine whether the weaknesses identified efficiency and address any shortcomlngs identified. The report and action plan will be presented to Audit
%RS through recent internal audit reviews are effectiveness & Governance Committee.
8 indicative of wider organisational weaknesses (pages 28 — Responsible Officer: Jonathan Mair, Director of Assurance and Governance - Monitoring
and must take timely action to address any 30) Officer

systemic shortcomings identified. Due Date: 31 March 2027
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Improvement recommendations raised in 2025/26

Recommendation Relates to

Management Actions

The Council should strengthen the delivery and
monitoring of its savings programme and
increase the level of recurrent savings, in both
directorate and its Our Future Council
programme to address the forecast funding

gaps.

Financial
sustainability
(pages 17 — 21)

IR1

The Council should strengthen its arrangements
to ensure compliance with legislative and
regulatory requirements by:

1) Ensuring the Annual Governance Statement  Governance
(A.GS) is prepar.ed, approved Cjnd published (pages 22 — 27)
within the required statutory timescales.

6 gbed

2) Ensuring declarations of interest for
Councillors are submitted in a timely manner
and that appropriate follow-up action is
undertaken where submissions are outstanding.

The Council should establish and approve a

clear timetable for reviewing its governance

arrangements against The Pensions Regulator’s

Code. This assessment should be undertaken Pension Fund
sufficiently in advance of the 2028 Independent (pages 31-33)
Governance Review (IGR) deadline, either

through an earlier IGR or as a separate General

Code assessment.

IR3

Actions: Cabinet receive a report twice a year on the Council’s arrangements and plans for
transformation activity. With the recent appointment of a new senior officer with
responsibility for transformation arrangements will be reviewed during 2026/27.

Responsible Officer: Lucie Laker, Executive Director - Modernisation and Customer
Delivery

Due Date; 31 March 2027

Actions: The Annual Governance Statement (AGS) for 2026/27 will be published alongside
the statement of accounts.

Responsible Officer: Jonathan Mair, Director of Assurance & Governance - Monitoring
Officer

Due Date: 31 March 2027

Actions: A timeline, showing how the Council will meet the March 2028 deadline, will be
presented to Pension Fund Committee and the Local Pensions Board during 2027.

Responsible Officer: Sean Cremer, Director - Resources - CFO & S151 Officer
Due Date: 30 June 2027
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D6 Follow up of previous
Key recommendations
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Follow up of 2024/25 Key recommendations

Commercial in Confidence

Prior Recommendation Raised Progress Current status Further action

The Council should take In response to internal audit findings relating to

immediate action to ensure Building Health and Safety Compliance and

members and officers have compliance with the Council's Constitution and

effective control and oversight of Scheme of Delegation, the Council has taken

its budgets, commissioning and steps to strengthen procurement and approval

procurement procedures to ensure controls, including updates to the Scheme of

effective governance Delegation and enhanced reporting of
T arrangements are in place. This significant procurement decisions. However, our
D should include: review found that 25 of the 35 actions (71%) in New Keu R dati sed. S
%m . fi il 2024/25 relation to the Building Health and Safety Closed ew hey kecommenddtion raised. oee
H inancial governance to prevent Compliance review were still outstanding at 31 page 26.
= expenditure occurring where a

budget has not been set or
funding arrangements agreed

* compliance with procurement
regulations, the Council’s
scheme of delegation and
procedures as set out within its
Constitution.

March 2026, and subsequent internal audit
reviews identified further weaknesses in
expenditure monitoring, governance and
contract management. We have therefore
raised a new key recommendation to focus on
ensuring that the actions taken are implemented
consistently and operating effectively across the
Council.

© 2026 Grant Thornton UK LLP
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Follow up of 2024/25 Key recommendations

Commercial in Confidence

Prior Recommendation Raised  Progress Current status Further action
. The Council implemented a 35-action
The Council Eshould.ensure FhGF improvement plloon and provided regular
premet eme frmeelore oetion i progress reports to the Audit and Governance
t0!<en to address the oontcrol . Committee, following the Building Health and
fculure's SIC VLIRS |(.3Ient|f|ed Safety Compliance review. As at 31 March 2026,
U .follow.lng “che Interr?ollAudlt 10 actions had been completed, meaning 71% of
g mves‘ugotlon ot BU|Idn:19- actions were outstanding at year end,
@ Senplidiceoldophilizshotlc: indicating that the Council had not yet fully
@RZ » develop its own action plan in 2024/25 implemented the improvements required at year Closed New Key Recommendation raised. See

response to the review
undertaken by the Internal
Audit, due to the number and
extent the Council may need to
prioritise these

* ensure progress is reported to
members to ensure effective
progress and action is taken.

end. In addition, subsequent internal audit
reviews in relation to contract management
identified further issues relating to governance,
expenditure monitoring and contract
management. We have therefore raised a new
key recommendation to focus on reviewing the
Council's contract management arrangements
and addressing any wider organisational
weaknesses identified.

page 30.
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Follow up of 2023/24 Key recommendations

Prior Recommendation Raised

Progress Current status

Commercial in Confidence

Further action

The Council should continue to
renegotiate its Safety Valve
management plan with the

R3 Department for Education (DfE) to 2023/24
ensure the Council can manage its
DSG deficit and remain financially
sustainable.

~ £t abed

The Council reported a £54.5m overspend on
the DSG, increasing the cumulative DSG deficit
from £95.6m at 31 March 2025 to £148.7m at 31
March 2026. The Council's latest financial
monitoring forecasts a further £73.7m DSG
overspend in 2026/27, and £78.9m in 2027/28,
giving a total estimated cumulative deficit of
£152.2m. The Council submitted its SEND
Reform Plan and estimates its total contribution
requirement to March 2028 at £18.8m, assuming
it receives 90% of grant funding of the deficit
annually through to 2027/28. Based on this, the
Council has established a DSG Recovery
Reserve of £17.5m, leaving a projected funding
gap of £1.3m. Whilst the Council's reserves
position appears sufficient to address this gap,
the projected position remains dependent on the
level and duration of future Government
support. As a result, continued growth in the
deficit and uncertainty over future Government
support mean the DSG position continues to
present a significant risk to the Council's
financial sustainability. We have therefore
updated the key recommendation.

In progress

Key Recommendation Updated. See page

20.
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D7 Appendices
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Appendix A: Responsibilities of the Council

Public bodies spending taxpayers’ money are
accountable for their stewardship of the resources
entrusted to them. They should account properly for
their use of resources and manage themselves well so
that the public can be confident.

Financial statements are the main way in which local

public bodies account for how they use their
Yesources. Local public bodies are required to prepare
«@and publish financial statements setting out their
Tinancial performance for the year. To do this, bodies
C'%eed to maintain proper accounting records and

ensure they have effective systems of internal control.

All local public bodies are responsible for putting in
place proper arrangements to secure economy,
efficiency and effectiveness from their resources. This
includes taking properly informed decisions and
managing key operational and financial risks so that
they can deliver their objectives and safeguard public
money. Local public bodies report on their
arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement.

© 2026 Grant Thornton UK LLP

The Council’s Chief Finance Officer is responsible for
preparing the financial statements and for being
satisfied that they give a true and fair view, and for such
internal control as they determine necessary to enable
the preparation of financial statements that are free
from material misstatement, whether due to fraud or
error.

The Chief Finance Officer is required to comply with
CIPFA/LASAAC code of practice on local authority
accounting in the United Kingdom. In preparing the
financial statements, the Chief Financial Officer is
responsible for assessing the Council’s ability to
continue as a going concern and use the going concern
basis of accounting unless there is an intention by
government that the services provided by the Council
will no longer be provided.

The Council is responsible for putting in place proper
arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review regularly
the adequacy and effectiveness of these arrangements.

Commercial in Confidence
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Appendix B: Value for Money Auditor responsibilities

Our work is risk-based and focused on providing a commentary assessment of the Council’s Value for Money arrangements

Phase 1 — Planning and initial risk assessment

As part of our planning, we assess our knowledge of the Council’s arrangements and whether we
consider there are any indications of risks of significant weakness. This is done against each of
the reporting criteria and continues throughout the reporting period.

Phase 2 — Additional risk-based procedures and evaluation

Yhere we identify risks of significant weakness in arrangements, we will undertake further work

understand whether there are significant weaknesses. We use auditor’s professional
@dgement in assessing whether there is a significant weakness in arrangements and ensure that
ge consider any further guidance issued by the NAO.

Phase 3 — Reporting our commentary and recommendations

The Code requires us to provide a commentary on your arrangements which is detailed within
this report. Where we identify weaknesses in arrangements we raise recommendations.

A range of different recommendations can be raised by the Council’s auditors as
follows:

Information that informs our ongoing risk assessment

Statutory recommendations — recommendations to the Council under Section 24 (Schedule 7)
of the Local Audit and Accountability Act 2014.

Key recommendations — the actions which should be taken by the Council where significant
weaknesses are identified within arrangements.

Improvement recommendations — actions which are not a result of us identifying significant
weaknesses in the Council’s arrangements, but which if not addressed could increase the risk

Qf a significant weakness in the future. )

Key performance and risk
management
information reported to the
Executive or full Council

Cumulative knowledge of
arrangements from the prior
year

External review such as by the
LGA, CIPFA, or Local
Government Ombudsman

Interviews and discussions with
key stakeholders

Regulatory inspections such as

Progress with implementing
from Ofsted and CQC

recommendations

Annual Governance
Statement including the
Head of Internal Audit annual
opinion

Findings from our opinion audit

© 2026 Grant Thornton UK LLP
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Appendix C: Follow up of 2024/25 improvement
recommendations

Commercial in Confidence

Prior Recommendation Raised  Progress Current position Further action
The Council delivered £5.7m of savings through the Our
Future Council (OFC) programme during 2025/26 against
The Council should: . ( ) prog uring < 9
a revised target of £6.0m, representing an improvement on
* ensure robust and realistic the previous year when no transformation savings were
plans are in place for the achieved. During the year, the Council strengthened
delivery of its transitional governance and oversight arrangements through the
: . . . Improvement
savings (Our Future Council) establishment of a new Transformation Management .
IR1 ; 2024/25 . . . - In progress Recommendation
target of £10m in 2025/26. Office, bringing together transformation activity across the Jodketiosl. Sen pege 2
) « have effective governance olf:gonjc:tljm under a single governance frcmewoLk. \é\/hﬂe '|
((% arrangements in place so that t ese' evelf)pmentshrepresentprzllu;{e progfr:cess, the Counci
~ mitigating actions can be taken remains re |gnt on the syccess ul delivery of tuture
Ay as necessary transformation and savings programmes to address
forecast medium-term funding gaps. We have therefore
updated our prior year improvement recommendation.
Our review of the tracker of recommendations arising from
the capital programme internal audit review showed that all
actions had been addressed. The Capital Programme
The Council should improve its Review was also approved by Cabinet in June 2026. Our
capital programme governance review of the Capital Programme Review found that the Imolemented and
IR2 arrangements and implement the 2024/25 Council had strengthened its capital governance P No.

recommendations raised by
Internal Audit.

. . . losed
arrangements, including through the establishment of the close

Capital Strategy and Asset Management Group (CSAMG),
which operates as a key gateway for reviewing and
challenging capital proposals before consideration by
Cabinet.
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Appendix C: Follow up of 2024/25 improvement
recommendations

Commercial in Confidence

Prior Recommendation Raised  Progress Current position Further action
Guidance in relation to employee declarations and gift
The Council should strengthen its and hospitality is now available on the Council's intranet.
orr'ongements fo‘r ine elesleretien The Council highlighted that training is in place.
of interest and gifts and
hospitality for members and The Council has introduced a publicly accessible Register
JLY) officers by: of Members' Interests for each councillor. The register
g .. includes Disclosable Pecuniary Interests (DPls),
@ * raising awareness eme Employment and sponsorships, Land and property
& prov[dmg trommgdto IensuOTe el interests, Directorships, Membership of organisations,
requirements are declare Other registerable interests, Gifts and hospitality
+ establishing a central record for declarations. Improvement
IR3 officers’ declarations (gifts, 2024/25 In progress Recommendation

hospitality and interests)

* introducing an annual
declarations of interest,
including nil returns where
appropriate

* setting out guidelines for
declaring gifts, hospitality and
interests in the Officer Code of
Conduct.

* The register of interests/ declaration of gifts and

hospitality for Council employees has been added to the
Council's enterprise system (DES), and staff have been
given until 12th October to complete their declarations.

A significant number of councillor declarations of interest
were not submitted until June and July 2026, after
publication of the draft 2025/26 Statement of Accounts.
Consequently, the Council had limited assurance that
members' interests had been reviewed and confirmed as
up to date at the time the draft accounts were prepared
and published.

updated. See page 27.
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Appendix C: Follow up of 2024/25 improvement

recommendations

Commercial in Confidence

Prior Recommendation Raised  Progress Current position Further action
. * The Council's Contract Procedure Rules form part of the
The C.ouno|l should: . Constitution. The CPRs have not been revised, as the
* review and updats its Contract Council notes that the existing provision remains legally
Procedure Rules, to ensure they effective as noted by legal advice. However, procurement
coverine direct awardiof contracts intranet and supporting guidance has been updated
and the.Procurement feteles while the constitutional review is progressing, to reflect
: updote‘|ts key .governor.wce . requirements of the Procurement Act 2023.
strategies (Whistleblowing Policy,
Codes of Conduct, Counter Fraud * Policies have been updated in line with current legislation.
;JU and Financial Crime Policy, Anti Such as the “Protected Disclosure (Whistleblowing) Policy
% Fraud, Corruption and Bribery and the “Counter Fraud and Financial Crime Policy. The
~ Strategy and Anti-Money Constitution was updated in April 2026 and includes the
Lﬁ?'—r Laundering Policy) for the 5024/25 Member and Officer Code of Conduct. Implemented and No
Procurement Act 2023 and the + Contract waivers are now included in the quarterly closed '

Economic Crime and Corporate
Transparency Act 2023

* ensure members have access to
and are able to review contract
waivers

* introduce the use of fraud red flag
monitoring for procurement and
contract monitoring. These reg
flags should act as an early
warning system to alert
management to fraud risk areas.

finance reports provided to members at Cabinet and
Audit & Governance.

The use of fraud red flag monitoring or equivalent
functionality for procurement and contract monitoring
has not been implemented. However, the Council has
published guidance on mitigating fraud and corruption
risks in procurement, which states that fraud and
corruption risks should be considered throughout the
procurement lifecycle and that supplier checks are
undertaken before contract award, including the use of
fraud prevention agencies and CIFAS checks.
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Appendix C: Follow up of 2024/25 improvement
recommendations

Prior Recommendation Raised  Progress Current position Further action

While progress has been made in strengthening

Officers should develop or ) o )
P transformation governance and delivering savings through

augment existing contingency

o\ . the Our Future Council programme, further work is required Improvement
plans for additional savings that . : . .
IR4 . . 2023/24 to improve the delivery of recurrent savings and support the In progress Recommendation
the Council may need to make if o . . o .
_ . Council's longer-term financial sustainability. Accordingly, updated. See page 21.
existing savings plans are not : .
. we have provided an updated improvement
progressing adequately. recommendation
T .
g To improve its risk management
) arrangements the Council should:
Coﬂ * require Cabinet to review the
corporate risk register in a
public meeting to ensure they
are formally involved in the risk Strategic risks are reviewed quarterly by the Senior
SSIEEEMERE PreeEss, e #1 Leadership Team and reported to Cabinet, Scrutiny
Council’s decision makers, and Committees and the Audit and Governance Committee in
IR5 to e.ntsur.e thebcl.orlporat.el rlloslk' 0023/24 public, with the latter receiving quarterly risk reports and Irlnpleorlnented and No.
regolls eris publicly avarlanie; providing independent oversight of the framework. e
an
 ensure the recommendations The .Counc'il's Enterprise Risk Management Framework was
raised by Internal Audit published in October 2025.

regarding risk management are
actioned in a timely manner,
including the review and update
of the risk management policy
and framework.
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Appendix C: Follow up of 2024/25 improvement
recommendations

Prior Recommendation Raised  Progress Current position Further action

Responsibility for audit action monitoring has transitioned
to the Policy, Intelligence & Performance service, with audit

The Council should ensure that . . . . . . .
Hnel n ’ actions aligned to Principal Risks, assigned inherent risk

recommendations raised by Implemented and

IR6 Internal Audit (SWAP) are 2023/24% scores and mor.witored through a structured workflow. closed No.
e lermeEe 1 @ Hrely memre Completed actions are support(?d by evidence and closure
requests through AuditBoard, with progress reported to
o Audit and Governance Committee.
g The Council should consider
@D including a section within the
S member committee reports titled
IR7 Lego’l implications’, to ensure 2023/24 Board papers include a 'legal considerations' agenda item. Implemented and No.
legal issues have been considered closed
and can be easily identified by the
reader (Cabinet and Full Council
members).
The Council should ensure the
continued effectiveness of the
Audit and Governance Committee
IR8 by conducting a self-assessment 2023/24 The Council has not undertaken an effectiveness review of 7 Brieg s Recommendation
exercise, in line with the Chartered the Audit and Governance Committee. retained.

Institute of Public Finance and
Accounting’s (CIPFA)
methodology.
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Appendix C: Follow up of 2024/25 improvement recommendations

Prior Recommendation Raised  Progress Current position  Further action

* Guidance in relation to employee declarations and gift and

hospitality is now available on the Council's intranet.

* The Council highlighted that training is in place.

* The Council has introduced a publicly accessible Register of

Members' Interests for each councillor. The register includes
The Council should: Disclosabl.e Pecuniary Interests (D'Pls), Emplo'gment Cﬂ'?d
sponsorships, Land and property interests, Directorships,
Membership of organisations, Other registerable interests, Gifts and
hospitality declarations.

+ establish a central record for
officers’ declarations (gifts,
hospitality and interests); and

Improvement
Recommendation

_628 N . 2023/24 « The register of interests/ declaration of gifts and hospitality for In progress
* consider introducing annual . . : updated. See page
Q . . Council employees has been added to the Council's enterprise
e declarations of interest, . . 27.
o) elludiing il re s e system (DES), and staff have been given until 12th October to
3 apbropriate. for officers complete their declarations.
N PRrop ’ i » A significant number of councillor declarations of interest were not
submitted until June and July 2026, after publication of the draft
2025/26 Statement of Accounts. Consequently, the Council had
limited assurance that members' interests had been reviewed and
confirmed as up to date at the time the draft accounts were
prepared and published.
The Council has a Strategic Performance Management Framework,
published in 2026, which sets out how performance is planned,
The Council should enable easy monitored, reported and improved. Performance is reported through
public access to performance Council Plan updates, a public dashboard, quarterly scrutiny Implemented and
IR? information and show how this 2023/24 reporting and Cabinet reports. The Council uses RAG ratings, with P No.
. . . . . . closed
information is used in the red and amber indicators receiving greater focus through exception
organisation. reporting, supporting narrative and escalation where needed. There

is also evidence of performance reporting to scrutiny which follows
the same approach.
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