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INTRODUCTION WELCOME

Contents In accordance with International Standards on Auditing (UK) we submit our
_ Draft Completion Report to the Audit Committee setting out certain matters Kyla Bellingall
relating to the audit for the year ended 31 March 2020 that we are required Partner
Welcome to bring to your attention.
t: 0121 265 7220
Executive summary It summarises the results of completing the planned audit approach, m: 07786198735
Audit risks specific audit findings and areas requiring further discussion and/or the e: kyla.bellingall@bdo.co.uk
attention of the Audit Committee. At the completion stage of the audit it is
Audit risks essential that we engage with the Audit Committee on the results of audit
Accounting practices work on key risk areas, including significant estimates and judgements made Anthony McMellon
: by Management, critical accounting policies, any significant deficiencies in Manager
Gomiiel) EnIenEL internal controls, and the presentation and disclosure in the financial o G S5 (G
Audit Report statements. m: 07929 047342
Independence and fees We discussed these matters with you at the Audit Committee meeting on 14 e: anthony.mcmellon@bdo.co.uk

September 2020, and received your input. This report has be finalised to
reflect that discussion and completion of the audit procedures and reissued
at the point we signed the group financial statements.

Appendices contents

We would also like to take this opportunity to thank the Management and
staff of the Group for the co-operation and assistance provided during the
audit. We did not encounter any significant difficulties during the audit and
all requested explanations and documents were provided in a timely manner.

Kyla Bellingall
23 September 2020

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 primarily for the purpose of expressing our
opinion on the financial statements. This report has been prepared solely for the use of the Board and should not be shown to any other person without our express permission in writing. In preparing this
report we do not accept or assume responsibility for any other purpose or to any other person. For more information on our respective responsibilities please see the appendices.
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OVERVIEW

Executive summary

This summary provides an overview
of the audit matters that we believe
are important to the Audit
Committee in reviewing the results
of the audit of the financial
statements for the Group for the
year ended 31 March 2020.

It is also intended to promote
effective communication and
discussion and to ensure that the
results of the audit appropriately
incorporate input from those
charged with governance.

Changes to audit approach from
that communicated in our audit
strategy

Due to Covid-19 we have had to
amend our audit approach in a
number of ways:

¢ an element of the audit was
performed remotely

* we performed additional work to
confirm that the design and
implementation of control
activities related to the audit
remained robust once your team
commenced working remotely

e additional audit risks were
identified and necessary
procedures added to our audit
plan - this is covered in more
detail on page 6.

Audit report

Despite the changes to our approach
our audit work is complete and we
are issuing our audit opinion on the
Group’s financial statements for the
year ended 31 March 2020 in line
with the agreed timetable.

In this uncertain environment where
business continuity plans have been
activated, forecasting future cash
flows with any degree of certainty is
challenging. You have therefore
made detailed reference to this
uncertainty in your description of
estimates and judgments and your
narrative reports.

No restrictions were placed on
our work.

Audit scope

Our approach was designed to
ensure we obtained the required
level of assurance across the
components of the group in
accordance with ISA (UK) 600
(Audits of Group Financial
Statements). This objective

has been achieved.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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Final Materiality Unadjusted audit differences Financial reporting

We have not identified any non-
compliance with group
accounting policies or applicable
accounting framework.

Group Financial Statement
Materiality was determined based on
total assets and Specific Materiality
was determined based on adjusted
operating profit (as defined in your
strictest loan covenant).

There are no unadjusted audit b
difference. All adjustments

identified have been adjusted by
management.

= No significant accounting policy
changes have been identified

Changes were made to planning impacting the current year.

materiality as a result of updating

for the final position at year end. = Going Concern disclosures have

been amended to adequately
reflect the current uncertainty in
cash flow forecasting. See page
12.

CLEARLY TRIVIAL
£90k

2020
MATERIALITY
£4,500k

Unadjusted differences vs. materiality

Other matters that require
discussion or confirmation

* Follow up of control deficiency
identified in relation to logical
access controls over the
IT applications are detailed on
page 23.

e Confirmation on fraud,
contingent liabilities and
subsequent events.

* Letter of Representation.

Independence

We confirm that the firm and its
partners and staff involved in the
audit remain independent of the
Company and Group in accordance
with the FRC's Ethical Standard.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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AUDIT RISKS OVERVIEW

Contents As identified in our audit planning report dated March 2020 we assessed the most significant risks of material misstatement in the financial statements. These
include those risks which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit and the directing of the efforts of the

Introduction engagement team. In this uncertain environment where business continuity plans have been activated due to Covid-19, forecasting future cash flows with

Executive summary any degree of certainty is challenging; we have therefore added an additional risk in relation to Going Concern.
_ Matters that we have identified as being Key Audit Matters (KAMs) will be referred to in our report on the financial statements.
QR The risks are summarised in the table below
Audit risks
Accounting practices o o ) o Control Findings to Specific
. e Significant Audit Risk Key Audit Significant Management Use of Experts Error be reported in Letter of
t t o . : . :
ONHOT Environmen Identified at Planning Matter Judgement Involved Required Identified P Representation
Audit Report Management letter .
Point

Independence and fees .

Income/revenue recognition  No No No No No Yes

Appendices contents
Yes, including
Management override No Yes Yes No No actuarial
assumptions

Cost apportionment on

No Yes No No No No
developments
Impairment of properties Yes Yes No No No No
developed for sale
Going concern Yes Yes No No No Yes

__ Areas requiring your attention

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020 6 | BDO LLP
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OVERVIEW

Audit risks by entity

Impairment of

Income/revenue Cost apportionment  properties developed

Significant Audit Risk recognition Management override on developments for sale Going concern
Group \% \% \% V V
Futures Housing Group X \% X X V
Futures Homeway Limited V \% X X \%
Futures Homescape Limited V \% \% X \%
Five Doorways Homes Limited X V X X V
Limehouse Developments

Limited v v X v v
Futures Greenscape Limited vV \% X X V
Futures Finance Limited X \Y, X X Vv
Futures Treasury PLC X \% X X V

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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INCOME/REVENUE RECOGNITION

Under International
Standard on Auditing 240
“The auditor’s
responsibility to consider
fraud in an audit of
financial statements”
there is an assumption
that revenue recognition
is a fraud risk.

Entity level risk for: as noted

Group level risk Yes
Key audit matter No
Significant management No
judgement

Use of experts No
Unadjusted error No
Adjusted error No
Additional disclosure No
required

Significant Control Findings No
Letter of Representation No
point

Risk description

Contract income

Income from contracts should be recognised in line
with the terms of the contract and is therefore subject
to management judgement; we therefore consider this
a significant risk for those entities providing services
either externally or to other group entities in line with
contracts.

Property sales

For proceeds on sale of properties including first
tranche shared ownership properties and outright sales
a risk exists relating to the recognition of revenue in
the correct period. A slowdown in property
completions may result in sales being recognised when
anticipated rather than when legally completed.

Market rents
Market rents are potentially subject to more regular
reviews and changes to rent levels than social housing

rents, and as such we consider that are higher risk that
those rentals relating to social housing lettings.

Results
Contract income

We have compared the revenue recognised for a
sample of contracts to the contract terms and
conditions to confirm it has been recognised on an
appropriate basis and within the correct accounting
period.

We have reviewed the disclosures in relation to your
accounting policies and key judgments and estimates in
this area.

Property Sales

We have tested the processes in place to ensure
income from property sales is recorded accurately and
completely. For example, a sample of first tranche
sales in the year have been agreed back to completion
statements and bank receipts. Cut off testing has been
performed to confirm that sales were recognised in the
correct accounting period.

Market rents

We have tested a detailed sample of market rent
transactions to rental agreements and evidence of
receipt of income.

Discussion and conclusion

Testing was completed satisfactorily.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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MANAGEMENT OVERRIDE OF CONTROLS

ISA (UK) 240 presumes
that management is in a
unique position to
perpetrate fraud.

Entity level risk for: as noted

Group level risk Yes
Key audit matter No
Significant management Yes
judgement

Use of experts Yes
Unadjusted error No
Adjusted error No
Additional disclosure No
required

Significant Control Findings No
Letter of Representation Yes
point

Risk description

Under International Standards on Auditing (UK) 240,
there is a presumed significant risk of management
override of the system of internal controls.

The primary responsibility for the detection of fraud
rests with Management. Their role in the detection of
fraud is an extension of their role in preventing
fraudulent activity. They are responsible for
establishing a sound system of internal control
designed to support the achievement of departmental
policies, aims and objectives and to manage the risks
facing the organisation; this includes the risk of fraud.

Details

Our understanding is that the most likely areas where
management override could take place are the posting
of journals and in the judgements involved in
accounting estimates within the financial statements.

Results

We obtained a complete list of journals and, using
information gathered during the audit and our
understanding of the entity we target tested those
journals and adjustments that we considered may be
inappropriate or unusual. We did this using our data
analytics tool, Advantage.

We also reviewed material journals and transactions
outside of what is considered the normal course of
business.

We reviewed significant accounting estimates and
judgements to ensure they were appropriate. This
included:

Impairment assessments for housing properties

e the Useful Economic Life (UEL) of components and
the amortisation of social housing grant

e Capitalisation of property development costs

e The actuarial assumptions used in the Local
Government pension valuations (see pages 17).

No issues were identified as a result of our work.
Discussion and conclusion

Nothing was identified through our work on journals or
accounting estimates that we need to bring to your
attention. Testing was completed satisfactorily.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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COST APPORTIONMENT ON DEVELOPMENTS

Entity level risk for: as noted
Group level risk
Key audit matter

Significant management
judgement

Use of experts
Unadjusted error
Adjusted error

Additional disclosure
required

Significant Control Findings

Letter of Representation
point

Yes

No

Yes

No

No

No

No

No

No

Risk description

Costs incurred in developing schemes with multiple
units and multiple tenure types need to be apportioned
on an appropriate and consistent basis. Where there
are shared ownership units those costs must be further
apportioned between the first tranche and retained
equity elements.

Due to the volume of developments and the level of
judgement in estimating costs apportionments we
consider this a significant risk.

There is a risk around profit recognition via cost
apportionment between first tranche and the retained
equity on shared ownership plots sold, and between
units within a development scheme, ensuring that costs
are apportioned on an appropriate and consistent
basis.

FHW, FHL and 5D, together with the consolidated
group, are expected to have material levels of
development expenditure in 2019/20.

Results

We have selected a sample of costs incurred in
developing schemes during 2019/20 and,

« Agreed the costs to suitable supporting evidence

e Checked that the split of costs between rental,
shared ownership and outright sale properties
within assets under construction have been
apportioned on an appropriate and consistent basis.

We have reviewed the disclosures in relation to your
accounting policies and key judgments and estimates in
this area.

Discussion and conclusion

Testing was completed satisfactorily.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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IMPAIRMENT OF PROPERTIES DEVELOPED FOR SALE

Due to the volume of
property under
construction and the
level of judgement
involved in estimating
both sales proceeds and
costs to complete we
consider there is a
significant risk that the
carrying amount of
properties developed for
sale is misstated.

Entity level risk for: as noted

Group level risk Yes
Key audit matter Yes
Significant management Yes
judgement

Use of experts No
Unadjusted error No
Adjusted error No
Additional disclosure No
required

Significant Control Findings No
Letter of Representation Yes
point

Risk description

Properties developed for sale, including shared
ownership first tranches and properties developed for
outright sale, must be held at the lower of cost and net
realisable value (sales proceeds less costs to sell and
costs to complete).

The November 2019 Market data showed that the
number of market sale properties that were unsold by
housing associations for more than six months at the
end of September had increased by 59% when
compared with the number recorded in June, with an
increase in units not sold for over 6 months in the same
period.

Despite this a total of 34,827 shared ownership homes

are expected to be completed over the next 18 months
by Housing providers, an increase of 59% on the 21,842
homes completed in the 18 months to September.

Due to the volume of properties under construction
within LHD relative to the size of the entity and the
level of judgement involved in estimating both sales
proceeds and costs to complete we consider there is a
significant risk that the carrying amount of properties
developed for sale is misstated.

Based on the information available during our planning
work, only LHD is expected to have material levels of
properties developed for outright sale in 2019/20.
Properties held for sale as at September were £3m
which is material to LHD and Group.

Results

We obtained management’s assessment of the net
realisable value of properties developed for sale and

« for a sample of expected proceeds we agreed the
amounts involved to supporting documentation or
compared the expected proceeds to similar
developments in the same locality.

« for a sample of properties under development, we
obtained details of the expected costs to complete
from the scheme budget for that development and
agreed the budgeted contracted cost of the
development to the latest contract documentation.
We compared the incurred expenditure to the
estimated amount to ensure that the cost to
complete estimate reflects actual costs.

We also assessed the accuracy of cost forecasting by
looking at outturn costs compared to budget on
schemes that completed in the year.

Discussion and conclusion

From our review we have not identified a significant
decrease in the value of properties developed for sale
and a review of market forecasts from 3 valuers shows
them forecasting 0-10% reductions in prices once the
market resumes, indicting there is unlikely to be a
material drop in the value of the properties.

Our work identified no misstatements or inappropriate
application of judgement or estimation. Based on our
procedures we noted no exceptions and no evidence
that the carrying amount of properties developed for
sale is materially misstated.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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In an uncertain
environment where

GOING CONCERN

business continuity plans

have been activated,
forecasting future cash

flows with any degree of
certainty is challenging.

Entity level risk for: as noted
Group level risk
Key audit matter

Significant management
judgement

Use of experts
Unadjusted error
Adjusted error

Additional disclosure
required

Significant Control Findings

Letter of Representation
point

Yes

Yes

Yes

No

No

No

Yes

No

Yes

Risk description

The wider impact of Covid-19 is expected to impact
the group’s financial resources. This includes:

* Reduced cash inflows due to rising rent arrears:
deferred property sales, including first tranche
and subsequent staircasing

« The potential for impairment charges as a result
of the above

* Costs such as interest and security hitting the 1&E
for sites that have been paused

* Changes to timing of cash outflows as
development is paused and an emergency only
repairs service is introduced.

Accordingly, we consider going concern to be a
significant risk for the Group and all of the
subsidiaries.

Details

Management have made an assessment of going
concern, which includes stress testing of multiple
scenarios. This showed that covenants were only
breached for interest cover, a key covenant metric
for Futures, as a result of the worst case scenario.

However, management are happy that the worst case
scenario will not be a reality due to the mitigations
in place, these have been reviewed and are more
than sufficient to ensure that no breach would occur.

Results

We obtained management’s updated report on Going Concern
this included:

* Managements assessment of going concern at an entity
level for the group

e Stress testing performed on individual variants and several
multi-variant scenarios

* Reverse stress testing looking at % increase in costs to
cause a going concern issue

* Mitigations available to the group immediately, within 3
months, within 12 months. To mitigate against adverse
conditions highlight in the stress testing.

We performed the following review to confirm the accuracy
and reliability of the information:

* Actual performance in FY19 against the prior period
assessment/budget.

* The suitability of assumptions applied by Management
when producing revised forecasts for FY20 and longer term
budgets.

e Commitments and future development intentions

¢ Availability of loan finance, amount of available security to
underpin future loan facilities, ability to repay loans when
they fall due

e Stress testing of adverse variations in revenue and
additional unexpected costs

* The appropriateness of sensitivities prepared by
Management and the probability that events trigger a loan
default, covenant breach or loss of funds.

We have also reviewed the disclosures made within the
financial statements around the uncertainties in the estimates
and judgement section and in the narrative reports to ensure
suitable levels of disclosure are being included.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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GOING CONCERN

. Results
In an uncertain
Contents environment where Key stress testing assumptions
Introduction business continuity plans
Executive summary have be(_gn activated, Assumptions Base sec.tor Multi-variant 1 Multi-variant 2
At ke forecasting future cash assumptions
_ flows with any degree of Rent arrears 10% increase 5.5% 4.5%
certainty is challenging. .
Ovenvi y ging Rent collections 3m delay 3m rent free
verview
Income/revenue recognition Voids 4.3% 2.8%
Management override of controls Property prices 10% reduction
Cost apportionment on Property sales timing 6m delay 50% reduction*
evelopments
Impairment of properties Repairs/other costs inflation ~ 5-10% 5.25%

developed for sale Interest rate rise on variable

Going concern Entity level risk for: as noted loans 1-2% L.8% 1.8%

Going concern Group level risk Yes

Going concern ey AT GEED Vs gé);i\;estst;ﬁ(\;v?nilit(i)_svgrrg;i ZS;ZL:]ZEEISOBZ::c:rrsnu;fjag;er;gs;;;;?rﬂ? for the housing sector as a whole and compares these
vestment Properties valuation f&%g';ﬁiﬁ management ves You will note that the majority are inline with our benchmark and therefore BDO concur that these are suitable.

R However Rent arrears and property prices do not appear to be in line. BDO discussed with management and have

Control environment Use of experts No made the assessment that due to the inclusion of a voids assumption (not included in BDOs assumptions) the total
income reduction is 9.8% and therefore in line with the 10% noted by BDO and In relation to property prices no

Audit R Unadjusted error No . . . o L
e e J assumption for a reduction was included by management but a general 50% reduction in sales and/or timing has
Independence and fees Adjusted error No included and therefore BDO concur that the stress testing is sufficient in this area.
Appendices contents Additional disclosure Yes
required
Significant Control Findings No
Letter of Representation Yes
point
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GOING CONCERN

In an uncertain
environment where
business continuity plans
have been activated,
forecasting future cash
flows with any degree of
certainty is challenging.

Entity level risk for: as noted

Group level risk Yes
Key audit matter Yes
Significant management Yes
judgement

Use of experts No
Unadjusted error No
Adjusted error No
Additional disclosure Yes
required

Significant Control Findings No
Letter of Representation Yes
point

Results
Covenant compliance

Loan covenant calculations for FY21 and beyond were obtained and agreed back to the latest business plan. We have
recalculated the key interest cover, gearing covenants and Asset cover for FY21 and FY22 with no discrepancies
identified. Headroom is significant in all areas:

Interest Fy21 FY22 Gearing Fy21 FY22 Asset Fy21 FY22
cover cover

Ratio 173% 168% Ratio 59% 56% Ratio 143% 143%
Min. 110% 110% Max 85% 30% Min. 115% 115%
required required

£5.8m Headroom £95m £102m

Headroom £6.2m Headroom £56m £56m

Cash headroom and Sensitivities

Projected cash flows in FY21 and FY22, including schemes that require further sign off, continues to be positive with
£46m at the end of FY21 and £29m at the end of FY22.

As part of the audit work we have reviewed managements multi-variant scenarios and only one highlights a potential
breach of the interest cover which was the “covid-19 worst case scenario”. We are comfortable that this is highly
improbable and that the business would be well placed to employ mitigating measures to avoid a covenant breach.

Discussion and conclusion

Based on our work performed, we have not identified any material uncertainties in relation to the going concern basis
of preparation adopted by Futures Housing group and its subsidiaries.

Audit work in respect of subsidiary entities is complete and we are satisfied that the entities are a going concern.

Given the high level of judgement, the significant time spent auditing going concern and the potential impact on the
financial statements we consider going concern to be a Key Audit Matter.

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020
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INVESTMENT PROPERTIES VALUATION

Overview

The assumptions feeding through into the Investment properties valuation are based on market conditions and in light of Covid-19 there is a uncertainty as
to the valuation being applied to properties due to a lack of comparable market data.

Discussion:

In light of the current situation and potential economic impacts BDO are aware that valuers are including a Material Uncertainty within their valuation
reports for 31 March 2020 year ends and therefore there is potential for this to result in an emphasis of matter (which is not a qualification) within our
audit report to draw users attention to the uncertainty.

We reviewed the Valuation report and followed up with the valuer as to whether the Material Uncertainty was due to the general market or specific to
Futures Housing Group. The valuer confirmed that the caveat reflected a general point on the market as a whole and the lack of comparative data, rather
than any factors that are specific to Futures.

We requested that narrative in relation to the caveat included in the valuation report be included in note 15 to highlight the uncertainty to the users of the
accounts and management note, notwithstanding this, that this is not a material uncertainty in respect of Futures’ financial statement as a whole.

In addition the valuation has been derived from market values and conditions that were present at year end, we would therefore expect that some price
suppression is already included within the valuation. In addition a further 16% reduction would be required for the impact to be material to the financial
statements therefore we concur with management that there isn’t a material uncertainty in relation to the investment property valuations.

Conclusion

Based on the disclosure included in the accounts and the consideration above noting it is a general point on the market as a whole and not specific to
Futures we consider the disclosure of the uncertainty in Note 15 is adequate to inform the users of the accounts of any uncertainty and therefore have not
included as an Emphasis of Matter within our audit opinion.
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ACCOUNTING PRACTICES ACCOUNTING POLICIES

Contents Overview

Tz Financial statements are prepared in accordance with UK Generally Accepted Accounting Practice (UK GAAP), including the Financial Reporting Standard
applicable in the UK and Republic of Ireland (FRS 102), the Statement of Recommended Practice Accounting by registered social housing providers (Housing
SORP 2018) and the Accounting Direction for private registered providers of social housing from April 2019.

Executive summary

Audit risks
Audit risks
Accounting policies « Draft one of the financial statements did not include a policy on the measurement of hedge effectiveness. Management amended this in subsequent

Pension scheme valuations drafts.

Matters requiring additional * We have not identified any non-compliance with group accounting policies or applicable accounting framework.

consideration

Matters requiring additional
consideration (2)

Unadjusted disclosure omissions
and improvements

Control environment
Audit Report
Independence and fees

Appendices contents
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PENSION SCHEME VALUATIONS

LGPS actuarial assumptions

Overview

The assumptions feeding through into the LGPS assumptions
are based on market conditions and therefore should not have
significant variations across entities with similar year ends
(subject to changes in scheme durations and scheme specific
variations).

These assumptions are ultimately the responsibility of the
Board but should be set based upon advice given by an
actuary.

Discussion

In the management representation letter we request that you
confirm to us that the valuation of the pension liability is
calculated with reference to market levels and the most
relevant demographic and financial assumptions at 31 March
2020.

To support your assessment of whether such a representation
to us is appropriate, we provide an indication of minimum,
maximum and most common key actuarial assumptions that we
have seen from a sample of valuations chosen from a cross-
section of our client base (preparing accounts at 31 March
2020) and the position of Futures Housing Group within the
ranges.

This information, taken together with your own understanding
of the employee and scheme beneficiary profile for the group,
can be used to highlight possible instances in which a chosen
assumption may deviate significantly from what might be
appropriate for your organisation.

Northamptonshire Pensions Fund

Discount Rate Percentiles

High Liabiliies

Typical Range

RPlInflation Percentiles (Net of all adjustments)

BEE]

Typical Range
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LFunn |
£
3
]
=]
H
3
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Mortality Improvement Rate Percentiles

ﬂd
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-~
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High Liabilites
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3
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5
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» 1/
: /
£ /
K] = 4
]
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5
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3 N
2
H
=
=
2 *
5
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MATTERS REQUIRING ADDITIONAL CONSIDERATION

Fraud

Whilst the directors have ultimate responsibility for prevention and
detection of fraud, we are required to obtain reasonable assurance that the
financial statements are free from material misstatement, including those
arising as a result of fraud. Our audit procedures did not identify any fraud.
You have confirmed that you are not aware of any known, suspected or
alleged frauds since we last enquired when presenting the audit plan on 30
March 2020.

Laws and regulations

The most significant consideration(s) for your business are Companies Act
2006, Corporate and VAT legislation, Employment Taxes, Health and Safety
and the Bribery Act 2010. We made enquiries of management and reviewed
correspondence with the relevant authorities.

We did not identify any non-compliance with laws and regulations that could
have a material impact on the financial statements.

Related parties

Whilst you are responsible for the completeness of the disclosure of related
party transactions in the financial statements, we are also required to
consider related party transactions in the context of fraud as they may
present greater risk for management override or concealment or fraud.

We did not identify and significant matters in connection with related
parties.

Internal audit

We reviewed the audit work of the Group’s internal audit function to assist
our risk scoping at the planning stage.

We did not identify any significant matters that would affect our planned
audit approach.
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Audit risks e We did not identify any fraud at a component level.

Audit risks

Accounting policies
Pension scheme valuations

Matters requiring additional
consideration

Matters requiring additional
consideration (2)

Unadjusted disclosure omissions
and improvements

Control environment
Audit Report
Independence and fees

Appendices contents

Futures Housing Group | Audit Completion Report for the year ended 31 March 2020 19 | BDO LLP



UNADJUSTED DISCLOSURE OMISSIONS AND IMPROVEMENTS

Disclosure omissions and improvements

Contents We are required to bring to your attention other financial reporting matters
that the Audit Committee is required to consider.
Introduction

. The following are the most significant adjusted disclosure matters that
Executive summary

were noted:
Audit risks . . .
= Disclosure of capital commitments were understated
Audit risks i . . . .
* Unit numbers included in the front end narrative did not agree to the
_ notes to the financial statements
Accounting policies All narrative matters noted above have been adjusted in the latest financial
Pension scheme valuations statements

Matters requiring additional
consideration

Matters requiring additional
consideration (2)

Unadjusted disclosure omissions
and improvements

Control environment
Audit Report
Independence and fees
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CONTROL ENVIRONMENT: SIGNIFICANT DEFICIENCIES

We are required to report to you, in writing, significant deficiencies in
internal control that we have identified during the audit. These matters are
limited to those which we have concluded are of sufficient importance to
merit being reported to the Audit Committee.

As the purpose of the audit is for us to express an opinion on the Group’s
financial statements, you will appreciate that our audit cannot necessarily
be expected to disclose all matters that may be of interest to you and, as a
result, the matters reported may not be the only ones which exist.

As part of our work, we considered internal control relevant to the
preparation of the financial statements such that we were able to design
appropriate audit procedures. This work was not for the purpose of
expressing an opinion on the effectiveness of internal control.

We have not identified any new significant deficiencies within the internal
control environment; an update on prior year points is provided on the
subsequent pages.
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CONTROL ENVIRONMENT: FOLLOW UP OF PRIOR YEAR DEFICIENCIES

The use of shared, generically named or temporary

accounts with high levels of access

rights should be created so that
an audit trail of individual
activity is available.

Area Issue and impact Original recommendation Progress Management response
User Access The Head of Financial Accounting has administrator ~ We recommend that Complete This user changes audit report is
- Open rights and the ability to set up new users within e administration rights be run off on a regular basis and
accounts Open Accounts. This is a potential segregation of reassigned or that an reviewed by the FD
GEIETE duties risk, for example, allowing users with such independent review of
Introduction privileges to create and approve fictitious user administration activity (such
. accounts used to create transactions. as activity logs) is undertaken
Executive summary regularly
Audit risks The Group currently operates an informal process of ¢ formal review process be
il e ._adding new users to _Open Accounts. The process intrO(_jut_:ed to document user
involves an email being sent to the Head of Financial permission requests.
Accounting practices Accounting who consequently adds the user to the
_ application; no formal ticket or other record is
retained. The lack of robust and well-documented
Control environment: Significant process of adding new users can potentially create a
deficiencies risk that newly added users are not assigned with
Control environment: Follow up appropriate permissions within the system.
of prior year deficiencies
Audit Report Use_r Access No formal polic_y of regular user access reviews has We recomme_nd the Complete A staff list is auto-generate_d _
reviews - been noted. This means that if the line manager or implementation of a formal from the HR system and this is
Independence and fees Orchard HR do not send out the leaver notification, there isa policy of regular user access then automatically compared to
Appendices contents possible risk that the leaver's access will not be reviews for the Orchard system. the active Orchard users that are
removed in time. configured on the system. This
automation enables appropriate
Removal of leaver accounts not performed on a changes to be made as a result
timely basis creates the risk that the user has access of staffing changes (e.g. a staff
to key applications and functionality beyond their member leaves which results in
leave date. the ICT team removing their
account and access to Orchard).
Use of Two generic accounts (ORCHARDDW and We recommend that shared Complete Shared generic accounts are not
Generic ORCHARDDDH), that are shared between all system access to these generic accounts used and all administrative tasks
Accounts - admins, have been identified. The accounts have the is stopped. If additional accounts are undertaken using a specific,
Orchard ability to modify objects in the application. are required then new access individual, auditable admin

account.

permission/privilege increases the risk of
unaccountability of users using the generic account.
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AUDIT REPORT OVERVIEW

Opinion on financial statements

We anticipate issuing an unmodified opinion on the financial statements, a
copy of which is included in the appendices on page 29.

There are no matters that we wish to draw attention to by way of
‘emphasis of matter’.

Going concern

We have nothing to report in respect of the board’s assessment of the
applicability of the going concern basis of accounting or the Group’s ability
to continue as a going concern for a period of at least twelve months from
the date of approval of the financial statements.

There are no material uncertainties in relation to going concern disclosed in
the financial statements or of which we are aware that we need to draw
attention to in our report.

Key Audit Matters
Key Audit Matters are identified on pages 6 to 12 of this report.

Comments on the strategic report and the board report and statutory
other information

= We have identified no material misstatements in the statutory other
information accompanying the financial statements.

Other information

We have reviewed the other information accompanying the financial
statements in the Group’s annual report. We have not identified any
material misstatements that would need to be referred to in our report.
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INDEPENDENCE

Under ISAs (UK) and the
FRC’s Ethical Standard
we are required, as
auditors, to confirm
our independence.

Under ISAs (UK) and the FRC’s Ethical Standard, we are
required as auditors to confirm our independence and
discuss with you any independence issues including
threats to our independence and the safeguards
applied to mitigate them.

We have embedded the requirements of the Standards
in our methodologies, tools and internal training
programmes. Our internal procedures require that
audit engagement partners are made aware of any
matters which may reasonably be thought to bear on
the integrity, objectivity or independence of the firm,
the members of the engagement team or others who
are in a position to influence the outcome of the
engagement. This document considers such matters in
the context of our audit for the year ended 31 March
2020.

Details of services, other than audit, provided by us to
the Group during the period and up to the date of this
report are set out in the appendices. We understand
that the provision of these services was approved by
the Audit Committee in advance in accordance with
the Group’s policy on this matter.

Details of rotation arrangements for key members of
the audit team and others involved in the engagement
were provided in our planning report.

Details of other threats and safeguards applied are
given in the appendices.

We have not identified any other relationships or
threats that may reasonably be thought to bear on our
objectivity and independence.

We confirm that the firm, the engagement team and
other partners, directors, senior managers and
managers conducting the audit comply with relevant
ethical requirements including the FRC’s Ethical
Standard or the IESBA Code of Ethics as appropriate
and are independent of the Group.

We also confirm that we have obtained confirmation of
independence from non BDO auditors and external
audit experts involved in the audit comply with
relevant ethical requirements including the FRC’s
Ethical Standard and are independent of the
Association and the Group.

Should you have any comments or queries regarding
any independence matters we would welcome their
discussion in more detail.
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FEES

Contents Fees summary for year ended 31 March 2020

Introduction
£°000 £°000

Executive summary

Audit risks Audit fee for period ending 31 March 2020

Audit risks e Consolidated Group and subsidiaries financial 90,000
Accounting practices statements

Control environment = Additional costs incurred in assessing going concern 12,500

Audit Report (note 1)

. o ot fees 102,500

Independence Total non-audit services 2,300

Fees

Total fees 104,800

Appendices contents

Note 1. As noted on page 10 and in our interim report due to the Covid-
19 there has been a change in scope to the audit with additional work
required on changes to the control environment and going concern with
an estimated cost of £10k - £15k. We have concluded the work and have
agreed a fee of £12,500 as noted in the above table.
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