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Status of Report: Public Agenda Item: 12

Meeting: Combined Fire Authority

Date: 25th September 2014

Subject: Statement of Accounts 2013/14

Report by: The Treasurer

Author: Adam Stretton (Head of Finance)

For: Decision

1. Purpose

The purpose of this report is to present the External Auditor’s opinion on the
Combined Fire Authority’s (CFA) financial statements and submit the 2013/14
Statement of Accounts for approval.

2. Executive Summary

2.1 The CFA’s External Auditors, PricewaterhouseCoopers (PwC), have completed the
audit of the CFA’s accounts in line with the Code of Audit Practice and Auditing
Standards. They plan to issue an unqualified audit opinion on both the financial
statements and Value For Money (VFM) conclusion.

2.2 PwC are required to report to the CFA all uncorrected misstatements which they
have identified during the course of their audit, other than those of a trivial nature.
There are no misstatements identified within their ISA 260 report.

2.3 PwC identified a number of misstatements which have been corrected by
management. The correction of these misstatements has been included in the
Statement of Accounts 2013/14.

3. Report Detail

3.1 The Account and Audit Regulations 2011 state that the accounts must be
published with the audit opinion and certificate and be approved by Members by
30th September.

ISA 260

3.2 The External Auditors opinion contained in the ISA 260 report (attached as
Appendix 1) covers the issues arising from the audit of the financial statements
and those issues which are formally required to be reported under the Audit
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Commission’s Code of Audit Practice and International Standard of Auditing (UK &
Ireland) (ISA (UK&I)) 260 - “Communication of audit matters with those charged
with governance”. The report includes a draft letter of representation that needs to
be agreed by the CFA and signed by the Treasurer (see Appendix 1, pages 23 to
28).

3.3 The report outlines the results of the work undertaken under the Code of Audit
Practice in forming an external opinion on the adequacy of the CFA’s
arrangements for economy, efficiency and effectiveness in its “Use of Resources”.
The findings of the External Auditor are detailed on pages 14 to 16.

3.4 Systems of internal control - The External Auditors are required to report to the
CFA any material weaknesses in the accounting and internal control systems
identified during the audit. Four minor control issues have been identified and these
are outlined along with the related management responses on pages 17 and 18.

3.5 Accounting practices - They are also required to report to the CFA their view on
qualitative aspects of the CFA’s accounting practices and financial reporting and
the ISA 260 sets out their observations on key issues affecting the CFA.

3.6 Value for Money Conclusion - The External Auditors are required to issue a
conclusion as to whether the CFA is financially resilient and has adequate
arrangements in place to achieve economy, efficiency and effectiveness in the use
of its resources.

3.7 Annual Governance Statement - Local Authorities are required to produce an
Annual Governance Statement (AGS) which is consistent with guidance issued by
the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society
of Local Authority Chief Executives (SOLACE). The AGS was agreed by the Policy
Committee on 27th August 2014. Internal Audit reviewed it as part of the annual
assurance requirements to look at the broader governance arrangements of the
organisation (covering governance, risk management procedures and internal
control). External Audit reviewed the AGS to consider whether it complied with the
CIPFA / SOLACE guidance and whether it was misleading or inconsistent with
other information known to them from their audit work.

Statement of Accounts

3.8 The CFA noted at its meeting of 25th June 2014 a revenue underspend of
£1,332,641 and capital expenditure of £8,316,082. It was agreed that the revenue
underspend supported carry forwards of £455,034 into 2014/15, a net transfer to
specific reserves of £205,908 and a transfer of £689,535 into the General Reserve.
The draft Statement of Accounts was delivered to PwC on 30th June 2014.

3.9 During the external audit minimal technical adjustments have been undertaken and
none of these affect the revenue outturn position. The Statement of Accounts for
2013/14 attached at Appendix 2 reports that the final revenue outturn is an
underspend of £1,332,641. This maintains the position reported to the CFA at its
meeting of 25th June 2014.
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3.10 The capital expenditure outturn has remained unchanged at £8,316,082.

Annual Treasury Management Report 2013/14

3.11 A revised CIPFA code for Treasury Management reporting requires that the Annual
Treasury Management Report is taken through the Overview and Scrutiny
Committee before being presented to the full CFA. On this occasion, the report will
be presented to the Overview and Scrutiny Committee at its meeting of 19th

November 2014 and will subsequently be brought to the CFA at its December 2014
meeting.

4. Report Implications / Impact

4.1 Legal (including crime and disorder)

The Accounts and Audit Regulations 2011 require that the responsible financial
officer (the Treasurer) certifies the initial Statement of Accounts within three
months of the financial year end i.e. by 30th June. The Accounting Code of
Practice on Local Authority Accounts largely dictates the format of the Statement of
Accounts. The Statement of Accounts 2013/14 meets this statutory obligation.
During the external audit a number of alterations were agreed to the Statement and
these are included in Appendix 2. The Statement of Accounts must be published
by 30th September preferably with an auditor’s certificate or opinion.

4.2 Financial (including value for money, benefits and efficiencies)

The annual budget for 2014/15 contains a provision of £48,340 for the costs
incurred for external audit. PwC are currently anticipating charging a total audit fee
of £38,996. The actual fee charged and associated costs will be taken into
consideration in setting the Revised Estimate for 2014/15.

4.3 Risk (including corporate and operational, health and safety and any impact
on the continuity of service delivery)

The initial Statement of Accounts was prepared based on the final Revenue and
Capital Outturn 2013/14 report. PwC commenced their audit on the accounts in
early July to try and ensure that any changes necessary prior to the final
publication of the Statement of Accounts could be reported and completed on time.

4.4 Staff, Service Users and Stakeholders (including the Equality Impact
Assessment)

External Audit reported in 2009/10 their belief that management should consider
how they can provide adequate support and oversight to key individuals within the
Finance Department to ensure that the audit process runs as efficiently as
possible, in particular at the completion stage of the audit. The difficulties
encountered in 2010/11 reflected this position further. There remains the risk that a
large proportion of the work and skills to prepare the financial statements lies with
one key individual. The resources and skills required for the team will again be
reviewed for the next set of accounts in order to minimise this risk. The report
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notes that for the third consecutive year both the quality and timeliness of the draft
financial statements presented for audit has improved significantly. This is due to a
concerted effort on the part of the Finance Department to improve the accuracy
and quality of the accounts presented for audit.

4.5 Environmental

Hard copies of the Annual Report (which will include the Statement of Accounts)
are only produced on request. An electronic copy is available on the CFA’s
website.

4.6 Impact upon Our Plan Objectives

It is important to ensure that the budget set by the CFA reflects and enables
progress to be made against the CFA’s corporate objectives. The Medium Term
Financial Plan for 2014/17 reflects the CFA’s strategic plan, “Our Plan”. It also
reflects national and regional strategies and policies at the time of issue.

5. Recommendations

The CFA is asked to:

a) Note the ISA260 report presented by PricewaterhouseCoopers.

b) Approve the Letter of Representation.

c) Agree the Statement of Accounts 2013/14.

6. Background Papers

a) External Audit Plan 2013/14 (Policy Committee Report – 5th March 2014)

b) Final Outturn 2013/14 (CFA Report – 25th June 2014)

c) Annual Governance Statement 2013/14 (Policy Committee Report – 27th

August 2014)

7. Appendices

1. Leicester, Leicestershire and Rutland Combined Fire Authority 2013/14 report
to those charged with governance (Draft ISA 260)

2. Combined Fire Authority 2013/14 Statement of Accounts
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Background
This report tells you about the significant findings from our
audit. We presented our audit plan to Policy Committee in
March 2014; we have reviewed the plan and concluded that it
remains appropriate.

Audit Summary
We have completed the majority of our audit work and expect
to be able to issue an unqualified audit opinion on the
Statement of Accounts on 25 September 2014, following
approval of the Accounts by the Combined Fire Authority and
receipt of letters of representation.

The key outstanding matters, where our work has
commenced but is not yet finalised, are:

 submission of results of our work on Whole of
Government Accounts; and

 completion procedures, including our
subsequent events review.

We look forward to discussing our report with you on 25
September. Attending the meeting from PwC will be Ali
Breadon.

Executive summary

An audit of the Statement of
Accounts is not designed to
identify all matters that may be
relevant to those charged with
governance. Accordingly, the
audit does not ordinarily identify
all such matters. We have issued a
number of reports during the
audit year, detailing the findings
from our work and making
recommendations for
improvement, where appropriate.
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Our audit approach was set in our audit plan which we presented to Policy Committee in March 2014.

We have summarised below the significant risks we identified in our audit plan, the audit approach we took to address each
risk and the outcome of our work.

Risk Level Audit approach Results of work performed

Management override of
controls
ISA (UK&I) 240 requires that we
plan our audit work to consider
the risk of fraud, which is
presumed to be a significant risk
in any audit. In every
organisation, management may
be in a position to override the
routine day to day financial
controls. Accordingly, for all of
our audits, we consider this risk
and adapt our audit procedures
accordingly.

Significant As part of our assessment of your control
environment we will consider those areas
where management could use discretion
outside of the financial controls in place
to misstate the financial statements.

We will perform procedures to:

- review the appropriateness of
accounting policies and estimation bases,
focusing on any changes not driven by
amendments to

reporting standards;

- test the appropriateness of journal
entries and other year-end adjustments,
targeting higher risk items such as those
that affect the reported deficit/surplus;

- review accounting estimates for bias
and evaluate whether judgement and
estimates used are reasonable (for
example pension scheme assumptions,
valuation and impairment assumptions);

- evaluate the business rationale
underlying significant transactions
outside the normal course of business;
and

- perform unpredictable procedures
targeted on fraud risks.

We may perform other audit procedures
if necessary.

We have:

- reviewed the control environment;

- reviewed the appropriateness of
accounting policies and estimation
bases, focusing on any changes not
driven by amendments to reporting
standards;

-tested journal entries and other year-
end adjustments, targeting higher risk
items such as those that affect the
reported deficit/surplus. We found that
all journal and year end postings tested
were appropriate;

- reviewed key accounting estimates for
bias, including the valuation of land and
buildings and estimates of pension
liabilities. We concluded that judgement
and estimates used are reasonable;

- evaluated the business rationale
underlying significant transactions
outside the normal course of business;
and

- performed unpredictable procedures
targeted on fraud risks.

We have no issues to report from these
procedures.

Audit approach
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Risk Level Audit approach Results of work performed

Risk of fraud in revenue and
expenditure recognition
Under ISA (UK&I) 240 there is a
presumption that there are risks
of fraud in revenue recognition.
We extend this presumption to
the recognition of expenditure in
local government.

Significant We will obtain an understanding of
revenue and expenditure controls.

We will evaluate and test the accounting
policy for income and expenditure
recognition to ensure that this is
consistent with the requirements of the
Code of Practice on Local Authority
Accounting.

We will also perform detailed testing of
revenue and expenditure transactions,
focusing on the areas we consider to be of
greatest risk.

We have understood the control
environment, including review of work
performed by internal audit and
validation of key controls.

We have evaluated and tested the
accounting policies for income and
expenditure recognition and found these
are consistent with accounting
standards and applied appropriately.

We have tested both income and
expenditure by agreeing to supporting
documentation, with a focus on those
areas we identified as being of highest
risk.

We have no issues to report from these
procedures.
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Risk Level Audit approach Results of work performed

Meeting the financial challenge
All local government
organisations are faced with
increased challenges in their
medium term financial outlook.
There continues to be a number of
risks to the delivery of the plan,
particularly in respect of national
changes, such as the Local
Government Finance Settlement,
the Council Tax Freeze Grant and
business rates retention.
As a result, the following risks are
increased:
- slippage- the Authority may not
be able to achieve the savings
planned either from service
reductions or
through efficiencies;
- timing- the timing of planned
savings, service reductions and
funding announcements may
impact delivery against savings
targets; and
- assumptions- significant policy
changes might impact on the
Authority’s ability to deliver a
balanced budget over the period
of the plan.
There is also a risk of
deteriorating operational
performance and quality due to
reduced resources and
management capacity where cost
savings are made without careful
consideration.

Elevated We will continue to review the savings
plans, their robustness and performance
against these plans in year.

We will specifically consider :

- the impact of new operational
arrangements in relation to Authority;

- impact of business rates on the
Authority’s financial position;

- the Authority’s intentions to take
advantage of the Council Tax Freeze
Grant;

- the governance structure in place to
deliver the targets;

- the level and extent of accountability;
and

- how the assumptions applied in the
Authority’s plan compare with other
organisations and best practice.

We will consider any relevant accounting
assumptions and whether they are
realistic and reasonable.

We have reviewed your future savings
plans and considered how robust they
are as well as your financial
performance this year. We considered:

- how the Authority is assessing the
impact of proposed savings plans on
service delivery;

- the level of assumed future business
rates income and impact of this on the
Authority’s financial position;

- the Authority’s intentions to take
advantage of Council Tax Freeze Grant
and impact of anticipated future grant
on savings plans;

- the Authority’s governance structure in
place to deliver the targets;

- the level and extent of accountability
for savings delivery; and

- how the assumptions applied in the
Authority’s savings plans compare with
other fire authorities.

We comment on our findings in this
area on pages 14 to 16 and based on our
work we intend to issue an unqualified
value for money conclusion.
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Intelligent scoping
In our audit plan presented to Policy Committee in March 2014 we reported our planned overall materiality which we used to
determine the overall audit strategy. Our actual materiality was increased slightly to reflect the expenditure in the accounts
presented for audit. This had no effect on our testing strategy.

Our revised materiality levels were as follows:

£

Overall materiality 1,149,980

Clearly trivial reporting de minimis 57,499

Overall materiality has been set at 2% of actual expenditure for the year ended 31 March 2014.

Auditing standards require that we record all misstatements identified except those which are “clearly trivial” i.e. those which
we do expect not to have a material effect on the financial statements even if accumulated. We agreed the de minimis
threshold with the Policy Committee at its meeting in March 2014 as £53,038. There were no misstatements identified that
fell between the boundary of original and revised de minimis level.
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Accounts
We have completed our audit, subject to the following
outstanding matters:

 submission of results of our work on Whole of
Government Accounts; and

 completion procedures, including our
subsequent events review.

Subject to the satisfactory resolution of these matters, the
finalisation of the Statement of Accounts and their approval
we expect to issue an unqualified audit opinion.

As part of our work on the Statement of Accounts we
examine the Whole of Government Accounts schedules
submitted to the Department for Communities and Local
Government. The National Audit Office (NAO), as Group
Auditor, has determined the audit threshold is £350 million.
We perform procedures to confirm the Authority falls below
this threshold, and have reviewed the consistency of
property, plant and equipment and pension information
submitted with the Statement of Accounts. We anticipate
reporting via a short form Assurance Statement to the NAO
that there are no inconsistencies identified between the
Authority’s Whole of Government Accounts schedules, and
the statutory Statement of Accounts.

Accounting issues
For the third consecutive year both the quality and timeliness
of the draft financial statements presented for audit has
improved significantly. This is due to a concerted effort on
the part of the Finance Team to improve the accuracy and
quality of accounts presented for audit.

2010/11 2011/12 2012/13 2013/14

Readiness for start of

audit.

Quality of accounts and
working papers.

Availability and
responsiveness of staff.

Significant audit and
accounting issues.

Deficiencies in internal
control systems.

Use of Resources/ Value
for Money conclusion.

- no or minor improvements needed

-some improvements needed

- significant improvements needed

Significant audit and accounting matters

R G G G

R A G G

G G G G

R A G G

R G G G

R G G G

G

A

R
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Misstatements and significant audit
adjustments
We have to tell you about all uncorrected misstatements we
found during the audit, other than those which are trivial.
There were no misstatements identified during the audit.

Significant accounting principles and
policies
Significant accounting principles and policies are disclosed in
the notes to the Statement of Accounts. We will ask the
Treasurer to represent to us that the selection of, or changes
in, significant accounting policies and practices that have, or
could have, a material effect on the Statement of Accounts
have been considered.

Judgements and accounting estimates
The Authority is required to prepare its financial statements
in accordance with the CIPFA Code. Nevertheless, there are
still many areas where management need to apply judgement
to the recognition and measurement of items in the financial
statements. The following significant judgements and
accounting estimates were used in the preparation of the
financial statements:
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Pensions liability
The most significant estimate in the Statement of Accounts is
in the valuation of net pension liabilities for employees in the
local government pension scheme (LGPS) administered by
Leicestershire County Council and the fire fighters’ pension
schemes. Your total net pension liability (on all schemes) at
31 March 2014 was £362.447 million (2013 - £362.351
million).

The 2013 triennial valuation has been finalised and the effect
on the accounts is a slight increase in net liability
(£0.096million). This is the net effect of a reduction in
liabilities for the firefighters’ pension schemes of £3m driven
by changes in assumptions, and an increase in LGPS
liabilities of £3.096m.

We reviewed the reasonableness of the assumptions
underlying the pension liability, and we are comfortable that
the assumptions are within an acceptable range. We utilised
actuarial experts to review the methodology and assumptions
applied by the actuaries.

The table below demonstrates the upper and lower
percentages applied across all actuaries reviewed and where
the LGPS and firefighters’ schemes fall within the range.

Table 1: Range of key pension assumptions as percentages

We utilised the work of pension scheme auditors at
Leicestershire County Council with regards to the assets of
the LGPS. Pension assets were found to be accounted for and
measured appropriately.

We validated the data supplied to the actuary on which to
base their calculations and have no issues to report.

Changes to IAS 19: Employee Benefits
From 2013/14 there have been changes to the accounting for
defined benefit schemes and termination benefits. These
changes have been reflected in the Authority’s financial
statements and we conclude that the changes have been dealt
with adequately.

Property valuation and other judgements

The Authority engaged the services of an independent
property valuer to assess the value of its properties as at 31st
March 2014.

We sought the views of our own property valuation experts
on the methodology and assumptions adopted by the
independent valuer and discussed points of issue with the
valuer to satisfy ourselves that assumptions were reasonable
and unbiased.

We also performed testing to confirm that appropriate source
data was used in the valuation.

The valuer applied the depreciated replacement cost (DRC)
method to the majority of assets revalued, with the exception
of Birstall headquarters and workshops which were valued
using the fair value method. We are satisfied that this
methodology is appropriate.

We performed testing of capital additions made in year
including those relating to the significant refurbishment of a

4.6

4.4

4.3

4.2

3.7

3.65

3.6

3.3

2.9

2.8

2.5

2.3

5.1

4.6

4.5

3.4

Discount
rate

RPI
Pensions
increase

Salary
increase

Local government Fire fighters Lower/upper range
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number of fire stations. We verified that these were correctly
reflected in accounting for the valuation.

Management representations
The final draft of the representation letter that we ask
management to sign is attached in Appendix 1.

Related parties
In forming an opinion on the financial statements, we are
required to evaluate:

 whether identified related party relationships and

transactions have been appropriately accounted for

and disclosed; and

 whether the effects of the related party relationships

and transactions cause the financial statements to be

misleading.

We performed procedures to test the completeness of related

party transactions as well as testing of related party

transactions and have no matters to report in relation to this

work.

Audit independence
We are required to follow both the International Standard on

Auditing (UK and Ireland) 260 (Revised) “Communication

with those charged with governance”, UK Ethical Standard 1

(Revised) “Integrity, objectivity and independence” and UK

Ethical Standard 5 (Revised) “Non-audit services provided to

audited entities” issued by the UK Auditing Practices Board.

Together these require that we tell you at least annually
about all relationships between PricewaterhouseCoopers LLP
in the UK and other PricewaterhouseCoopers’ firms and
associated entities (“PwC”) and the Authority that, in our
professional judgement, may reasonably be thought to bear
on our independence and objectivity.

Relationships between PwC and the Authority

We are aware of the following relationships that, in our
professional judgement, may reasonably be thought to bear
on our independence and objectivity and which represent
matters that have occurred during the financial year on
which we are to report or up to the date of this document.

Relationships and Investments

We have not identified any potential issues in respect of
personal relationships with the Authority or investments in
the Authority held by individuals.

Employment of PricewaterhouseCoopers staff by the
Authority

We are not aware of any former PwC partners or staff being
employed, or holding discussions in respect of employment,
by the Authority as a director or in a senior management
position covering financial, accounting or control related
areas.

Business relationships

We have not identified any business relationships between
PwC and the Authority.
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Services provided to the Authority

The audit of the Statement of Accounts is undertaken in
accordance with the UK Firm’s internal policies. The audit is
also subject to other internal PwC quality control procedures
such as peer reviews by other offices.

In addition to the audit of the Statement of Accounts, PwC
has also undertaken other work for the Authority.

The table below outlines all non-audit services provided to
the Authority during the financial year 2013/14, including all
relevant threats and safeguards.

Nature of service Fee

£

Potential threat to

independence

Safeguards in place

Tax helpline

This service runs from 1

September and is renewed

annually.

It was approved to renew

for a further year by the

engagement leader in

August 2014.

2,000 A self-review threat could arise if
we provide you with tax planning
advice which either depends on a
specific accounting treatment or
has a material effect on the
financial statements of an entity.

A management threat would exist
if we did something that is a
management responsibility. This
could occur if we were to make
decisions for the Authority.

Members of the engagement team providing the tax services
are not members of the audit engagement team.

If the tax advice depends on a specific accounting treatment,
this fact will be brought to the attention of the engagement
leader so that, if it is material to the financial statements, a
second assurance partner independent of the audit team can
specifically review the audit work done in relation to the
appropriateness of that accounting treatment.

A specified member of the Authority’s Finance Team
receives the results of this service and makes all significant
judgements connected with the services. This individual has
a sufficient level of understanding of the work and has
responsibility for evaluating the service delivered and
determining what actions to take.

Our service constitutes advice and recommendations only.
We will not make decisions on behalf of management. Our
recommendations are justified by objective and transparent
analyses or management are provided with the opportunity
to decide between reasonable alternatives.

Pension and tax advice as follows:

The employment tax
implications of employees
working from home

2,500 A management threat would exist
if we did something that is a
management responsibility. This
could occur if we were to make
decisions for the Authority.

We have made our respective responsibilities clear and the
Treasurer has agreed under the terms of our engagements to
receive and evaluate the results of our work and to make all
decisions in connection with the services and our
recommendations.

Our advice and recommendations are for consideration and
decision by management. Our recommendations are
justified by objective and transparent analyses. The
Treasurer is provided with the opportunity to decide
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A self-review threat could arise if
the Authority uses tax calculations
prepared by us to help support
material transactions or disclosures
in its financial statements.

An advocacy threat may arise
when providing reward and
compensation services if PwC
represents the client or its
management in negotiations with
employees or other representatives.

between reasonable alternatives where appropriate.

Members of the engagement team providing the tax services
are not members of the audit engagement team.

If the tax advice depends on a specific accounting treatment,
this fact will be brought to the attention of the engagement
leader so that, if it is material to the financial statements, a
second assurance partner independent of the audit team can
specifically review the audit work done in relation to the
appropriateness of that accounting treatment.

The Authority’s own representatives will be present at any
roll-out meetings and present PwC as independent technical
consultants and not as promoters of the arrangements. Our
role is focused on presenting an objective explanation of the
technical aspects of the arrangements and answering
technical questions.

Managements own representative will be responsible for
explaining the client’s strategic and organisational
objectives, specific performance targets and the
performance evaluation process.

Voluntary disclosure to
HMRC to settle tax
arising on an
unauthorised pension
payment.

5,300 A management threat would exist
if we did something that is a
management responsibility. This
could occur if we were to make
decisions for the Authority.

A self-review threat could arise if
the Authority uses tax calculations
prepared by us to help support
material transactions or disclosures
in its financial statements.

We have made our respective responsibilities clear and the
Treasurer has agreed under the terms of our engagements to
receive and evaluate the results of our work and to make all
decisions in connection with the services and our
recommendations.

Our advice and recommendations are for consideration and
decision by management. Our recommendations are
justified by objective and transparent analyses. The
Treasurer is provided with the opportunity to decide
between reasonable alternatives where appropriate.

An appropriate client representative is responsible for
signing tax returns on behalf of the Authority. We
understand the limits of our role and what we are and are
not permitted to do.

Members of the engagement team providing the tax services
are not members of the audit engagement team. If there is a
continuing prior year dispute with HMRC the relevant
disclosures in the financial statements are reviewed as part
of the audit by individuals who are not members of the
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An advocacy threat can arise if we
communicate with a tax authority
on your behalf, or if you require our
assistance in the resolution of a
dispute with the tax authority.

engagement team carrying out the pension services.

We will not propose or agree settlements with the tax
authority without client approval. The third party will be
made aware of our position as a tax adviser.

Advice in connection with
pension tax, and other
aspects of pension
provision. Update of
previously supplied
pensions tax modeller

2,000 A management threat would exist
if we did something that is a
management responsibility. This
could occur if we were to make
decisions for the Authority.

We have made our respective responsibilities clear and the
Treasurer has agreed under the terms of our engagements to
receive and evaluate the results of our work and to make all
decisions in connection with the services and our
recommendations.

Our advice and recommendations are for consideration and
decision by management. Our recommendations are
justified by objective and transparent analyses. The
Treasurer is provided with the opportunity to decide
between reasonable alternatives where appropriate.

An appropriate client representative is responsible for
signing tax returns on behalf of the Authority. We
understand the limits of our role and what we are and are
not permitted to do.

Employment tax
compliance advice,
including answering
queries from tax
authorities and answering
management questions

2,500 A management threat would exist
if we did something that is a
management responsibility. This
could occur if we were to make
decisions for the Authority.

A self-review threat could arise if
the Authority uses tax calculations
prepared by us to help support
material transactions or disclosures

We have made our respective responsibilities clear and the
Treasurer has agreed under the terms of our engagements to
receive and evaluate the results of our work and to make all
decisions in connection with the services and our
recommendations.

Our advice and recommendations are for consideration and
decision by management. Our recommendations are
justified by objective and transparent analyses. The
Treasurer is provided with the opportunity to decide
between reasonable alternatives where appropriate.

An appropriate client representative is responsible for
signing tax returns on behalf of the Authority. We
understand the limits of our role and what we are and are
not permitted to do.

Members of the engagement team providing the tax services
are not members of the audit engagement team. If the tax
advice depends on a specific accounting treatment, this fact
will be brought to the attention of the engagement leader so
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in its financial statements for this or
future years.

An advocacy threat can arise if we
communicate with a tax authority
on your behalf, or if you require our
assistance in the resolution of a
dispute with the tax authority.

that, if it is material to the financial statements, a second
assurance partner independent of the audit team can
specifically review the audit work done in relation to the
appropriateness of that accounting treatment.

We will not propose or agree settlements with the tax
authority without client approval. The third party will be
made aware of our position as a tax adviser.

VAT seminar 2,500 A self-review threat could arise if

our tax advice has a material effect

on the financial statements.

The seminar presented is on general VAT awareness for
local authorities rather than on advice around specific VAT
accounting for particular transactions the Authority is
undertaking. The seminar covered why we have VAT,
general VAT liabilities, how to deal with VAT on income and
expenditure, partial exemption, HMRC visits and errors.

Total fees 16,800

Fees

The analysis of our audit and non-audit fees for the year
ended 31st March 2014 is included on page 21. In relation to
the non-audit services provided, none included contingent
fee arrangements.

Services to Directors and Senior Management

PwC does not provide any services e.g. personal tax services,
directly to directors, senior management.

Rotation

It is the Audit Commission's policy that engagement leaders
at an audited body at which a full Code audit is required to be
carried out should act for an initial period of five years. The
Commission’s view is that generally the range of regulatory
safeguards it applies within its audit regime is sufficient to
reduce any threats to independence that may otherwise arise

at the end of this period to an acceptable level. Therefore, to
safeguard audit quality, and in accordance with APB Ethical
Standard 3, it will subsequently approve engagement leaders
for an additional period of up to no more than two years,
provided that there are no considerations that compromise,
or could be perceived to compromise, the auditor’s
independence or objectivity.

We sought approval for extension of Alison Breadon’s
engagement leader appointment for a sixth year to 2014/15
before the start of that financial year, in accordance with
Audit Commission requirements.

Gifts and hospitality

We have not identified any significant gifts or hospitality
provided to, or received from, a member of Authority’s senior
management or staff.
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Conclusion

We hereby confirm that in our professional judgement, as at
the date of this document:

 we comply with UK regulatory and professional
requirements, including the Ethical Standards issued
by the Auditing Practices Board; and

 our objectivity is not compromised.

We would ask the Combined Fire Authority to consider the
matters in this document and to confirm that they agree with
our conclusion on our independence and objectivity.

Annual Governance Statement
Local Authorities are required to produce an Annual
Governance Statement (AGS), which is consistent with
guidance issued by CIPFA / SOLACE: “Delivering Good
Governance in Local Government”. The AGS was included in
the Statement of Accounts.

We reviewed the AGS to consider whether it complied with
the CIPFA / SOLACE “Delivering Good Governance in Local
Government” framework and whether it is misleading or
inconsistent with other information known to us from our
audit work. We found no areas of concern to report in this
context.

Economy, efficiency and effectiveness
Our value for money code responsibility requires us to carry
out sufficient and relevant work in order to conclude on
whether the Authority has put in place proper arrangements
to secure economy, efficiency and effectiveness in the use of
resources.

The Audit Commission guidance includes two criteria:

 the organisation has proper arrangements in place for
securing financial resilience; and

 the organisation has proper arrangements for
challenging how it secures economy, efficiency and
effectiveness.

We determine a local programme of audit work based on our
audit risk assessment, informed by these criteria and our
statutory responsibilities.

We anticipate issuing an unqualified value for money
conclusion. However, we have identified the following
matters which we wish to bring to your attention.
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Tri-service control centre project
The Authority has been to working in partnership with
Derbyshire and Nottinghamshire Fire Services to develop a
networked tri service control centre system to serve all three
authorities with common operating procedures and mutual
fall back provision.

Completion of this project has recently been delayed and is
now behind schedule. We have discussed this with
management and understand the supplier is bearing the cost
of delay and that resilience is not currently being affected. It
is important that the project be brought to completion as
soon as possible so the Authority and public can benefit fully
from the improved control centre arrangements.

Future financial planning
A variety of future council tax increases were modelled in the
Medium Term Financial Plan (MTFP) to quantify possible
future budget gaps. The Authority is now developing its
financial plans beyond the duration of the current MTFP,
through to 2019/20.

Current financial models are based on government grant
decreases of 6.5% year on year, adjusted for additional loss of
£105,000 New Dimensions grant monies (expected in
2017/18) and a slightly slower rate of decline in council tax
freeze grant (which makes up just over £200,000 of
government grant income per annum). Business rates are
modelled in the MTFP based on detailed discussions with
district councils. From 2017/18, the model presumes a 1.2%
increase in business rates income year on year, pending
detailed discussions with district councils of likely future
income levels.

In recent months, the Authority has been identifying future
efficiency savings to address future budget gaps as part of its
Organisational Change Project. This follows detailed
modelling of where future service response is most likely to
be required, to ensure cuts are made safely in the appropriate

geographical areas so essential service delivery is preserved
while savings are delivered.

Some savings ideas have still to be fully explored and costed
and these have not been included in current financial models.
Similarly, future capital receipts which may be associated
with planned savings not been included. Potential receipts
from the Authority’s ongoing applications for
transformational funding are also excluded and given the
uncertainty and competition associated with such
applications, this is considered appropriate.

Based on draft plans presented at the September 2014
Overview and Scrutiny Committee meeting there are still
some savings needs to be identified from 2015/16 onwards,
as shown in the chart below. This illustrates the level of
future savings required based on an assumption of 1.5%
future council tax increases and the income assumptions
described above. It also shows the level of savings which have
been identified to date and therefore the current savings gap
for each year. The Authority may make council increases up
to 1.99% without public referendum and therefore has some
capacity to redress this shortfall by increasing tax income in
future years.

Savings plan based on a 1.5% annual council tax increase

£0

£500,000

£1,000,000

£1,500,000

£2,000,000

2015/16 2016/17 2017/18 2018/192019/20

Savings requirement gap

Permanent savings identified
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The Authority expects to consult with staff, MPs, elected
members and the general public in relation to proposed plans
between October and December 2014.

The Authority now needs to prioritise:

 refining its future financial models to model worst
case scenarios, in particular, lower future business
rates income and further loss of future government
grants;

 identifying and quantifying the remaining
permanent savings needed from 2015/16 onwards.
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Accounting systems and systems of internal control
Management are responsible for developing and implementing systems of internal financial control and to put in place proper
arrangements to monitor their adequacy and effectiveness in practice. As auditors, we review these arrangements for the
purposes of our audit of the Statement of Accounts and our review of the Annual Governance Statement.

Reporting requirements
We have to report to you any deficiencies in internal control that we found during the audit which we believe should be
brought to your attention. There have been no significant deficiencies in control noted. There were four control weaknesses
noted during the audit that were not considered significant. These are shown in the table below.

Operating effectiveness of controls

Deficiency Recommendation Management Response

Manual processing of accounts
adjustments

There is no revenue code which allows
capital grants to feed through from the
Capital Adjustment Account; this
adjustment is therefore performed
manually outside of the financial
system.

A revenue code is available which can be
used for this transaction and all future
adjustments of this type should therefore
be made within Agresso.

Agree that all future adjustments of this
type will be made to the specified
revenue code within Agresso.

System access

Of the Authority’s leavers in 2013/14,
one was not removed from the
operating system in a timely way. We
verified that this potential system
access was not actually used to ensure
it did not impact our audit work.

System access should be reviewed
regularly to ensure all leavers are
removed from the system at the time
they leave the Authority.

This was due to a failure in SharePoint to
forward an alert to make the change. It is
agreed that quarterly reviews will be
undertaken to match SharePoint records
of leavers against the system access
records in Agresso.

Internal controls
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Deficiency Recommendation Management Response

Password parameters

The password parameters for the
operating network have a failed login
attempt limit of 10. This is not in line
with best practice and could result in
inappropriate system access.

This is a recommendation around best
practice. The complexity of passwords
required is sufficient to ensure that
inappropriate access is not easy; however it
should be considered whether the failed
login limit would be more effective if
reduced.

This is being considered with a
view to reducing the numbers of
failed attempts.

Documentation of system change

There was insufficient documentation of
testing of movement of the server farm
from Glenfield to Birstall to provide
assurance to us that adequate testing of
the move had occurred.
To get assurance that the changes to the
server farm were successful and therefore
did not affect the production of financial
information we reviewed the level of
downtime that Agresso has experienced
in year. We found that in total there have
been 8 hours of planned downtime and
no unscheduled periods where Agresso
was offline.

Any significant server changes should be
subject to detailed testing, which is
sufficiently recorded and documented.

Agreed, and detailed testing has
now been implemented.
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International Standards on Auditing (UK&I) state that we, as auditors, are responsible for obtaining reasonable assurance that
the financial statements taken as a whole are free from material misstatement, whether caused by fraud or error. The
respective responsibilities of auditors, management and those charged with governance are summarised below:

Auditors’ responsibility
Our objectives are:

 to identify and assess the risks of material misstatement of the financial statements due to fraud;
 to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatement due to fraud,

through designing and implementing appropriate responses; and
 to respond appropriately to fraud or suspected fraud identified during the audit.

Management’s responsibility
Management’s responsibilities in relation to fraud are:

 to design and implement programmes and controls to prevent, deter and detect fraud;
 to ensure that the entity’s culture and environment promote ethical behaviour; and
 to perform a risk assessment that specifically includes the risk of fraud addressing incentives and pressures,

opportunities, and attitudes and rationalisation.

Responsibility of the Combined Fire Authority
Your responsibility as part of your governance role is:

 to evaluate management’s identification of fraud risk, implementation of anti-fraud measures and creation of
appropriate “tone at the top”; and

 to investigate any alleged or suspected instances of fraud brought to your attention.

Your views on fraud

In our audit plan presented to Policy Committee in March 2014 we enquired:

 Whether you have knowledge of fraud, either actual, suspected or alleged, including those involving management?
 What fraud detection or prevention measures (e.g. whistle-blower lines) are in place in the entity?
 What role you have in relation to fraud?

Risk of fraud
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 What protocols / procedures have been established between those charged with governance and management to keep
you informed of instances of fraud, either actual, suspected or alleged?

In presenting this report to you we ask for your confirmation that there have been no changes to your view of fraud risk and
that no additional matters have arisen that should be brought to our attention. A specific confirmation from management in
relation to fraud is included in the letter of representation.

Conditions under which fraud may occur

Incentive / pressure

Opportunity Rationalisation/attitude

Circumstances exist that provide opportunity –
ineffective or absent control, or management
ability to override controls

Culture or environment enables management to
rationalise committing fraud – attitude or values
of those involved, or pressure that enables them
to rationalise committing a dishonest act

Management or other employees have an incentive
or are under pressure

Why
commit
fraud?
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Fees update for 2013/14

We reported our fee proposals in our plan.

Our actual fees were in line with our proposals.

Our fees charged were therefore:

2013/14
outturn

2013/14
fee proposal

Statement of Accounts (including
whole of government accounts and
Value for Money conclusion)

38,996 38,996

Non-audit work 16,800 16,800

TOTAL 55,796 55,796

We planned to perform six pieces of non-audit work as covered in detail on pages 10 and 13 which fell outside of the Code of
Audit Practice requirements. Our proposed fee for this non audit work was £16,800 and the actual fee was £16,800.

Fees update
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Appendices
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PricewaterhouseCoopers LLP

Donington Court

Pegasus Business Park

Castle Donington

East Midlands

DE74 2UZ

Dear Sirs

Representation letter – Audit of Leicester, Leicestershire and Rutland Combined Fire Authority’s (the
Authority) Statement of Accounts for the Year Ended 31 March 2014

Your audit is conducted for the purpose of expressing an opinion as to whether the Statement of Accounts of the Authority
give a true and fair view of the affairs of the Authority as at 31 March 2014 and of its surplus and cash flows for the year then
ended and have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2013/14 supported by the Service Reporting Code of Practice 2013/14.

I acknowledge my responsibilities as Treasurer for preparing the Statement of Accounts as set out in the Statement of
Responsibilities for the Statement of Accounts. I also acknowledge my responsibility for the administration of the financial
affairs of the authority and that I am responsible for making accurate representations to you.

I confirm that the following representations are made on the basis of enquiries of other chief officers and members of the
Authority with relevant knowledge and experience and, where appropriate, of inspection of supporting documentation
sufficient to satisfy myself that I can properly make each of the following representations to you.

I confirm, to the best of my knowledge and belief, and having made the appropriate enquiries, the following representations:

Appendix 1: Letter of representation
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Statement of Accounts

 I have fulfilled my responsibilities for the preparation of the Statement of Accounts in accordance with the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2013/14 supported by the
Service Reporting Code of Practice 2013/14; in particular the Statement of Accounts give a true and fair view in
accordance therewith.

 All transactions have been recorded in the accounting records and are reflected in the Statement of Accounts.

 Significant assumptions used by the Authority in making accounting estimates, including those surrounding
measurement at fair value, are reasonable.

 All events subsequent to the date of the Statement of Accounts for which the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2013/14 requires adjustment or disclosure have been adjusted or
disclosed.

Information Provided

 I have taken all the steps that I ought to have taken in order to make myself aware of any relevant audit information
and to establish that you, the authority's auditors, are aware of that information.

 I have provided you with:

 access to all information of which I am aware that is relevant to the preparation of the Statement of Accounts such
as records, documentation and other matters, including minutes of the Authority and its committees, and relevant
management meetings;

 additional information that you have requested from us for the purpose of the audit; and
 unrestricted access to persons within the Authority from whom you determined it necessary to obtain audit

evidence.

 So far as I am aware, there is no relevant audit information of which you are unaware.
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Accounting policies

I confirm that I have reviewed the Authority’s accounting policies and estimation techniques and, having regard to the
possible alternative policies and techniques, the accounting policies and estimation techniques selected for use in the
preparation of Statement of Accounts are appropriate to give a true and fair view for the authority's particular circumstances.

Fraud and non-compliance with laws and regulations

I acknowledge responsibility for the design, implementation and maintenance of internal control to prevent and detect fraud.

I have disclosed to you:

 the results of our assessment of the risk that the Statement of Accounts may be materially misstated as a result of
fraud.

 all information in relation to fraud or suspected fraud that we are aware of and that affects the Authority and involves:

– management;
– employees who have significant roles in internal control; or
– others where the fraud could have a material effect on the Statement of Accounts.

 all information in relation to allegations of fraud, or suspected fraud, affecting the Authority’s Statement of Accounts
communicated by employees, former employees, analysts, regulators or others.

 all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects should
be considered when preparing Statement of Accounts.

I am not aware of any instances of actual or potential breaches of or non-compliance with laws and regulations which provide
a legal framework within which the Authority conducts its business and which are central to the authority’s ability to conduct
its business or that could have a material effect on the Statement of Accounts.

I am not aware of any irregularities, or allegations of irregularities including fraud, involving members, management or
employees who have a significant role in the accounting and internal control systems, or that could have a material effect on
the Statement of Accounts.
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The Authority pension fund has not made any reports to the Pensions Regulator nor am I aware of any such reports having
been made by any of our advisors. I confirm that I am not aware of any late contributions or breaches of the payment schedule
that have arisen which I considered were not required to be reported to the Pensions Regulator. I also confirm that I am not
aware of any other matters which have arisen that would require a report to the Pensions Regulator.

There have been no other communications with the Pensions Regulator or other regulatory bodies during the year or
subsequently concerning matters of non-compliance with any legal duty.

Related party transactions

I confirm that we have disclosed to you the identity of the Authority’s related parties and all the related party relationships and
transactions of which we are aware.

Related party relationships and transactions have been appropriately accounted for and disclosed in accordance with the
requirements of Section 3.9 of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2013/14.

We confirm that we have identified to you all senior officers, as defined by the Accounts and Audit Regulations 2011, and
included their remuneration in the disclosures of senior officer remuneration.

Employee Benefits

I confirm that we have made you aware of all employee benefit schemes in which employees of the authority participate.

Contractual arrangements/agreements

All contractual arrangements (including side-letters to agreements) entered into by the Authority have been properly reflected
in the accounting records or, where material (or potentially material) to the statement of accounts, have been disclosed to you.

Litigation and claims
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I have disclosed to you all known actual or possible litigation and claims whose effects should be considered when preparing
the statement of accounts and such matters have been appropriately accounted for and disclosed in accordance with the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2013/14.

Taxation

I have complied with UK taxation requirements and have brought to account all liabilities for taxation due to the relevant tax
authorities whether in respect of any direct tax or any indirect taxes. I am not aware of any non-compliance that would give
rise to additional liabilities by way of penalty or interest and I have made full disclosure regarding any Revenue Authority
queries or investigations that we are aware of or that are ongoing.

In particular:

 In connection with any tax accounting requirements, I am satisfied that our systems are capable of identifying all
material tax liabilities and transactions subject to tax and have maintained all documents and records required to be
kept by the relevant tax authorities in accordance with UK law or in accordance with any agreement reached with such
authorities.

 I have submitted all returns and made all payments that were required to be made (within the relevant time limits) to
the relevant tax authorities including any return requiring us to disclose any tax planning transactions that have been
undertaken the authority’s benefit or any other party’s benefit.

 I am not aware of any taxation, penalties or interest that are yet to be assessed relating to either the authority or any
associated company for whose taxation liabilities the authority may be responsible.

Pension fund assets and liabilities

All known assets and liabilities including contingent liabilities, as at the 31 March 2014, have been taken into account or
referred to in the Statement of Accounts.

Details of all financial instruments, including derivatives, entered into during the year have been made available to you. Any
such instruments open at the 31 March 2014 have been properly valued and that valuation incorporated into the Statement of
Accounts.

The pension fund has satisfactory title to all assets and there are no liens or encumbrances on the pension fund's assets.

The value at which assets and liabilities are recorded in the net assets statement is, in the opinion of the authority, the market
value. We are responsible for the reasonableness of any significant assumptions underlying the valuation, including
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consideration of whether they appropriately reflect our intent and ability to carry out specific courses of action on behalf of the
pension fund. Any significant changes in those values since the date of the Statement of Accounts have been disclosed to you.

Pension fund registered status

I confirm that the Local Government Pension Scheme, the Firefighters’ Pension Scheme (1992), the New Firefighters’ Pension
Scheme (2006) and the Firefighters’ Pensions Injury Awards Scheme are Registered Pension Schemes. We are not aware of
any reason why the tax status of the schemes should change.

Bank accounts

I confirm that I have disclosed all bank accounts to you including those that are maintained in respect of the pension fund.

Subsequent events

There have been no circumstances or events subsequent to the period end which require adjustment of or disclosure in the
statement of accounts or in the notes thereto.

........................................

Trevor Peel

(Treasurer)

For and on behalf of Leicester, Leicestershire and Rutland Combined Fire Authority

Date ……………………



In the event that, pursuant to a request which the Authority has received under the Freedom of Information Act 2000, it is required to
disclose any information contained in this report, it will notify PwC promptly and consult with PwC prior to disclosing such report. The
Authority agrees to pay due regard to any representations which PwC may make in connection with such disclosure and the Authority shall
apply any relevant exemptions which may exist under the Act to such report. If, following consultation with PwC, the Authority discloses
this report or any part thereof, it shall ensure that any disclaimer which PwC has included or may subsequently wish to include in the
information is reproduced in full in any copies disclosed.

This document has been prepared only for the Authority and solely for the purpose and on the terms agreed through our contract with the

Audit Commission. We accept no liability (including for negligence) to anyone else in connection with this document, and it may not be

provided to anyone else.

© 2014 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to the UK member firm, and may sometimes refer
to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.
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