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Executive summary 

Overall review of 

financial 

statements 

Purpose of this letter 

Our Annual Audit Letter (Letter) summarises the key findings arising from the 

work that we have carried out at Avon Fire Authority (the Authority) for the year 

ended 31 March 2016. 

 

This Letter is intended to provide a commentary on the results of our work to the 

Authority and its external stakeholders, and to highlight issues that we wish to 

draw to the attention of the public.  In preparing this letter, we have followed the 

National Audit Office (NAO)'s Code of Audit Practice (the Code) and  Auditor 

Guidance Note (AGN) 07 – 'Auditor Reporting'. 

 

We reported the detailed findings from our audit work to the Authority's Audit, 

Governance and Ethics Committee as those charged with governance in our Audit 

Findings Report on 30 September 2016. 

 

Our responsibilities 

We have carried out our audit in accordance with the NAO's Code of Audit 

Practice, which reflects the requirements of the Local Audit and Accountability 

Act 2014 (the Act). Our key responsibilities are to: 

• give an opinion on the Authority's financial statements (section two) 

• assess the Authority's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) (section 

three). 

 

In our audit of the Authority's financial statements, we comply with International 

Standards on Auditing (UK and Ireland) (ISAs) and other guidance issued by the 

NAO. 

 

 

 

 

Our work 

Financial statements opinion 

We gave an unqualified opinion on the Authority's financial statements on 30 

September 2016. 

 

Value for money conclusion 

We were satisfied that the Authority put in place proper arrangements to ensure 

economy, efficiency and effectiveness in its use of resources during the year ended 

31 March 2016. We reflected this in our audit opinion on 30 September 2016. 

 

Certificate 

We certified that we had completed the audit of the accounts of the Authority in 

accordance with the requirements of the Code on 30 September 2016.  

 

Working with the Authority 

We are really pleased to have worked with you  over the past year. We have 

continued our positive and constructive relationship. Together we have delivered 

some great outcomes.  

 

We would like to record our appreciation for the assistance and co-operation 

provided to us during our audit by the Authority's staff. 

 

Grant Thornton UK LLP 

October 2016 
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Audit of  the accounts 

Overall review of 

financial 

statements 

Our audit approach 

Materiality 

In our audit of the Authority's accounts, we use the concept of materiality to 

determine the nature, timing and extent of our work, and in evaluating the results 

of our work. We define materiality as the size of the misstatement in the financial 

statements that would lead a reasonably knowledgeable person to change or 

influence their economic decisions.  

 

We determined materiality for our audit of the Authority's accounts to be 

£1,059,000, which is 2% of the Authority's gross revenue expenditure. We used 

this benchmark, as in our view, users of the Authority's accounts are most 

interested in how it has spent the income it has raised from taxation and grants 

during the year.  

  

We also set a lower level of specific materiality for certain areas such as senior 

officer remuneration, salary bandings, exit packages, auditor remuneration and 

members allowances. We set a lower threshold of £5,000, except for auditor 

remuneration which we set a threshold of £10,000, above which we reported 

errors to the Audit, Governance and Ethics Committee in our Audit Findings 

Report. 

The scope of our audit 

Our audit involves obtaining enough evidence about the amounts and 

disclosures in the financial statements to give reasonable assurance that they are 

free from material misstatement, whether caused by fraud or error.  

 

This includes assessing whether:  

• the Authority's accounting policies are appropriate, have been consistently 

applied and adequately disclosed;  

• significant accounting estimates made by management are reasonable; and 

• the overall presentation of the financial statements gives a true and fair view. 

 

We also read the narrative report and annual governance statement to check 

they are consistent with our understanding of the Authority and with the 

accounts on which we give our opinion. 

  

We carry out our audit in line with ISAs (UK and Ireland) and the NAO Code 

of Audit Practice. We believe the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our opinion. 

  

Our audit approach was based on a thorough understanding of the Authority' 

business and is risk based.  

 

We identified key risks and set out overleaf the work we performed in response 

to these risks and the results of this work. 
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Audit of  the accounts 

Overall review of 

financial 

statements 

 

 

Risks identified in our audit plan How we responded to the risk 

The revenue cycle includes fraudulent transactions 

 

Under ISA (UK&I) 240 there is a presumed risk that revenue 

may be misstated due to the improper recognition of revenue. 

 

This presumption can be rebutted if the auditor concludes that 

there is no risk of material misstatement due to fraud relating to 

revenue recognition. 

Having considered the risk factors set out in ISA240 and the nature of the revenue streams at Avon Fire 

Authority, we determined that the risk of fraud arising from revenue recognition could be rebutted, because: 

• there is little incentive to manipulate revenue recognition 

• opportunities to manipulate revenue recognition are very limited; and 

• the culture and ethical frameworks of local authorities, including Avon Fire Authority, mean that all forms of 

fraud are seen as unacceptable. 

Management over-ride of controls 

 

Under ISA (UK&I) 240 it is presumed that the risk of 

management over-ride of controls is present in all entities. 

 

As part of our audit work we have: 

• reviewed accounting estimates, judgements and decisions made by management 

• tested a sample of journal entries 

• reviewed unusual, significant transactions 

• reviewed assurances from Those Charged With Governance and Management in relation to fraud, law and 

regulations. 

 

We did not identify any issues to report  

These are the risks which had the greatest impact on our overall strategy and where we focused more of our work. 
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Audit of  the accounts 

Overall review of 

financial 

statements 

 

 

Risks identified in our audit 

plan How we responded to the risk 

Valuation of property, plant and 

equipment 

 

The Code requires that the 

Authority ensures that the carrying 

value at the balance sheet date is 

not materially different from current 

value. This represents a significant 

estimate by management in the 

financial statements. There is a risk 

that revaluation measurements are 

not correct. 

As part of our audit work we: 

• Documented the processes and controls in place around the calculation and accounting for PPE revaluations 

• Completed of a walkthrough test to confirm the operation of controls was in line with our understanding 

• Reviewed the competence, expertise and objectivity of management experts used 

• Reviewed the instructions issued to valuation experts and the scope of their work 

• Discussed with valuers the basis on which the valuations were carried out and challenged the key assumptions where appropriate 

• Reviewed and challenged the information used by the valuers to ensure it was robust and consistent with our understanding 

• Tested revaluations made during the year to ensure they were input correctly into the asset register and accounted for correctly. 

 

Our audit work identified a problem with the asset register which resulted in incorrect charges being made to the Comprehensive 

Income and Expenditure Statement and the Revaluation Reserve. This resulted in material disclosure adjustments to the 

Comprehensive Income and Expenditure Statement of £2,539k. 

Valuation of the pension fund 

net liability 

 

The Authority's share of the Local 

Government Pension Scheme 

asset and liability and the 

Firefighters' Pension Fund liability 

as reflected in the balance sheet 

represent significant estimates in 

the financial statements. 

 

As part of our audit work we: 

• Documented the processes and controls in place around the valuation and accounting for the pension fund net liability 

• Completed a walkthrough test to confirm the operation of controls was in line with our understanding 

• Reviewed the competence, expertise and objectivity of the actuaries who carried out the pension fund valuations 

• Reviewed the basis on which the valuations were carried out 

• Undertook procedures to confirm the reasonableness of the actuarial assumptions made 

• Reviewed the consistency of the pension fund asset, liability and disclosures in the notes to the financial statements with the actuarial 

reports. 

 

Our audit work identified a material disclosure adjustment. The top-up grant payable by Government of £8,356k in respect of the 

Firefighters' Pension Fund Account deficit was included in the 'Re-measurements of the net defined benefit liability' line within the 

Comprehensive Income and Expenditure Statement. Review of the CIPFA Code confirmed that this should be disclosed within 

'Other Operating Expenditure'. The disclosure was also updated for the prior year. 

 

In updating the prior year disclosure, the Authority identified that there was an error in their 2014/15 Government Actuary 

Department valuation report. This resulted in the pension liability and pension reserve in the Balance Sheet being overstated by 

£2,503k in both 2014/15 and 2015/16. The financial statements were updated to reflect these adjustments. 
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Audit of  the accounts 

Overall review of 

financial 

statements 

 

 

Risks identified in our audit 

plan How we responded to the risk 

Completeness of employee 

remuneration expenditure 

As part of our audit work we: 

• Documented the processes and controls in place around the accounting for Employee Remuneration 

• Completed a walkthrough test to confirm the operation of controls was in line with our understanding 

• Reviewed the year end payroll reconciliation to ensure that information from the payroll system could be agreed to the ledger and the 

financial statements 

• Completed a monthly directional trend analysis on employee costs from April 2015 to March 2016 to identify any unusual or irregular 

movements that required further investigation. 

 

We did not identify any issues to report 

Completeness of operating 

expenditure 

As part of our audit work we: 

• Documented the processes and controls in place around the accounting for operating expenses and year end accruals 

• Completed a walkthrough test to confirm the operation of controls was in line with our understanding 

• Tested post year end payments to identify any potentially unrecorded liabilities 

• Reviewed estimates, judgements and decisions made by management for unusual and large accruals. 

 

We did not identify any issues to report 

Firefighters' Pension 

Benefit Payments improperly 

computed 

As part of our audit work we: 

• Documented the processes and controls in place around the calculation for Fire Fighter Pensions 

• Completed a walkthrough test to confirm the operation of controls was in line with our understanding 

• Agreed pension disclosures in the financial statements to supporting evidence 

• Sample tested Fire Fighter Pension benefit payments covering the period 1 April 2015 to 31 March 2016, including commutations, to 

ensure that they had been accurately calculated and accounted for in the correct period. 

 

We did not identify any issues to report 
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Audit of  the accounts 

Overall review of 

financial 

statements 

Audit opinion 

We gave an unqualified opinion on the Authority's accounts on 30 September 

2016, meeting the national deadline. 

 

The Authority made the accounts available for audit in line with the agreed 

timetable, and provided a good set of working papers to support them. The 

finance team responded promptly and efficiently to our queries during the course 

of the audit. 

 

Issues arising from the audit of the accounts 

We reported the key issues from our audit of the accounts of the Authority to the 

Authority's Audit, Ethics and Governance Committee on 30 September 2016.  

 

Annual Governance Statement and Narrative Report 

We are also required to review the Authority's Annual Governance Statement and 

Narrative Report. It published them on its website with the draft accounts in line 

with the national deadlines.  

 

Both documents were prepared in line with the relevant guidance and were 

consistent with  the supporting evidence provided by the Authority and with our 

knowledge of the Authority. 
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Value for Money conclusion 

Overall review of 

financial 

statements 

Background 

We carried out our review in accordance with the NAO Code of Audit Practice 

(the Code), following the guidance issued by the NAO in November 2015 which 

specified the criterion for auditors to evaluate: 

In all significant respects, the audited body takes properly informed decisions and deploys resources 

to achieve planned and sustainable outcomes for taxpayers and local people.  

 

Key findings 

Our first step in carrying out our work was to perform a risk assessment and 

identify the key risks where we concentrated our work.  

 

The key risks we identified and the work we performed are set out overleaf. 

 

Overall VfM conclusion 

We are satisfied that in all significant respects the Authority put in place proper 

arrangements to secure economy, efficiency and effectiveness in its use of 

resources for the year ending 31 March 2016.  
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Value for Money  

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

The Authority 

continues to face 

financial 

pressures with 

further cuts being 

made in central 

government 

funding. 

 

There is a risk that 

the Authority will 

not remain 

financially viable, 

as to do so it is 

required to 

continue to make 

significant savings 

over the life of the 

Medium Term 

Financial Plan 

(MTFP). 

We reviewed the 

Authority's latest 

MTFP and the 

2016/17 budget, 

considering the 

assumptions that 

underpin the 

figures within 

them. 

The Authority set a balanced budget for the 2016/17 financial year, with a net budget requirement of £42,645k. This was to be met 

through government funding, an increase in Council Tax precept of 2%, a savings requirement of £2,413k and use of earmarked revenue 

reserves of £1,499k. 

 

The Authority received a 4 year funding settlement which has allowed them to plan into the medium term with more certainty. The latest 

MTFP runs to the year 2019/20, and the financial position of the Authority is balanced over this period, with total savings of £5,031k 

identified over the life of the MTFP. 

 

The Authority conducts a thorough process to set the budget, including detailed modelling of assumptions including inflationary increases 

and establishment changes, with options and the implication of different scenarios is reported to members as part of the budget papers. 

The Authority make use of resources available to them, such as the Chief Fire Officers Association's (CFOA) Fire Finance Network to 

compare funding and other assumptions and to ensure that assumptions are comparable and reasonable. Our work identified that the 

assumptions applied, for example in relation to 

pay and other inflation, appear to be reasonable and in line with other supporting information. 

 

As in previous years, and in line with most other Fire Authorities, the majority of the 2016/17 savings target is identified from employee 

costs. This is also the case over the life of the MTFP, with 57% of the total savings requirement coming from this area, which relates to 50 

fire-fighter posts. The Authority has identified that the required savings can be met without compulsory redundancies, instead relying on 

natural attrition. Estimated retirement profiles have been drawn up to 2020, and whilst there always remains a risk that these will not be 

accurate, previous attrition has been in line with the Authority's plans. The Authority has also considered where the post savings can 

come from, and have identified changes to crewing arrangements that should allow the capability of the service to remain, and there are 

no planned station closures. There are pilot schemes running to monitor the impact of these changes, and data gathered will be used to 

ensure that the changes do not lead to an increase in risk as has been assumed. 

 

A large proportion of the remaining savings target (£1.6 million of the remaining £2.2 million) comes from reductions in the revenue 

contributions required in the budget to fund the capital programme. This will be achieved through repayment of prudential borrowing and a 

reduction in the capital budget, to be funded via receipts expected from the sale of sites at Keynsham and Temple Back. The Authority 

has confirmed that its preferred option for the HQ site is to share premises with Avon and Somerset Police HQ, and as a result the capital 

budget has been reduced by some £9 million. 

 

Budgets and the savings built into these are monitored monthly by budget holders, and quarterly by members, allowing variances to be 

properly considered and appropriate actions be taken. 

 

On that basis we concluded that the risk was sufficiently mitigated and the Authority has proper arrangements. 

Value for money risks 
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Value for money risks continued 

Overall review of 

financial 

statements 

 

 

 

Risk identified Work carried out Findings and conclusions 

The Authority is 

experiencing high 

levels of staff 

sickness during a 

period where there 

have been 

reductions in 

staffing levels as 

the Authority 

reacts to 

reductions in 

government grant 

funding. 

We reviewed the 

Authority's 

workforce plans 

and the sickness 

action plan to 

establish how the 

Authority is 

managing and 

monitoring its 

workforce issues. 

Sickness levels are currently above the national average, and the Authority's 2015/16 target of 6.1 shifts lost per person due to sickness was 

not met, with the actual figure for Wholetime and Control Unfirmed Staff recorded as 8.09. 

 

As a result of the Comprehensive Spending Review in 2010, the establishment for all unformed staff has reduced from 684 to 531 (22.3% 

reduction). It should be recognised that this organisational change, as well as the rationalisation and closure of some stations is likely to have 

had an impact on the short term sickness levels at the Authority. In addition, recruitment has not taken place in the last few years and 

therefore the Uniformed workforce average age is increasing although the data reviewed by the Authority does not indicate a clear trend of 

increased sickness absence with age, and therefore the focus is on improving health and fitness. 

 

Analysis by the Authority of sickness at a station level identified that some have significantly higher short term sickness than others (ranging 

from 5.14 shifts lost per FTE to 1.78 over April 2015 to December 2015). There are indications of higher short term sickness during school 

holidays and also tight crewing or limited leave availability. Station Managers at the sites with higher sickness have been allocated a 

dedicated HR advisor to work with them on improving sickness. They have agreed a strategy for each station, and a tailored improvement 

plan is to be created based on the localised issues and learning from other low sickness stations. Early indications are that culture, health and 

fitness and local management skills are key factors to address at the stations with higher sickness levels. 

 

The Authority has agreed a number of measures, including a 10% increase in medical intervention funding which is used for medical 

treatments, counselling and assessments. Short term sickness was identified as the key area requiring focus, and a number of other 

measures were identified and introduced, including more frequent back to work interviews, additional support for managers and a more robust 

implementation of the informal and formal process for staff who incur above average sickness levels. A further paper on sickness and fitness 

management is scheduled to be taken to the Performance Review and Scrutiny Committee of the Fire Authority in October 2016. 

 

As discussed on the previous page, the Authority's MTFP requires savings from staffing budgets equal to a reduction of 50 fire-fighter posts. 

This includes changes to crewing arrangements, for which pilots have been completed at some of the affected stations. The two stations with 

the highest recorded number of shifts lost per FTE to sickness (Bath and Weston) are two of the four stations identified where staff savings 

could be made, with changes to the crewing of the turntable ladders at both stations proposed. 

 

The Authority analysed sickness arising from the changes, including the Weston Pilot, and the changes in relation to the new station at Hicks 

Gate. This showed a small number of employees had short term sickness absence associated with the changes, primarily as a result of stress 

due to the change in work location affecting their home life or not meeting their personal preferences. This was particularly the case with 

employees who live outside the Service area and now have longer commutes. 

 

There remains an inherent risk that further transfers may impact on sickness which will need to be considered. Learning from the pilots in 

relation to communications and enhancement of the welfare and change management support provided to staff and managers is being 

applied to the Bath pilot. It is also being considered in relation to support staff and the proposed HQ move to Portishead, which was the least 

favoured option for the majority of the support staff. 

 

On that basis we concluded that the risk was sufficiently mitigated and the Authority has proper arrangements. 
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Working with the Authority 

Overall review of 

financial 

statements 

Our work with you in 2015/16 

 

We are really pleased to have worked with you  over the past year. We 

have continued our positive and constructive relationship. Together we 

have delivered some great outcomes.  

 

An efficient audit – we delivered the accounts audit to the national 

deadline and in line with the timescale we agreed with you. Our audit team 

are knowledgeable and experienced in your financial accounts and systems.  

 

Thought leadership – We have  shared with you our publication on 

Building a successful joint venture and will continue to support you as you 

consider greater use of alternative delivery models for your services. 

 

Supporting development – we gave a free presentation to the members of 

the Audit, Governance and Ethics Committee on the role of the Audit 

Committee and External Audit. 

 

 

 

 

 

We will also continue to work with you and support you over the next 

financial year, including: 

• An efficient audit – continuing to deliver an efficient audit and providing 

advice and support as you move towards the faster close deadlines 

• Support outside of the audit – we will continue to introduce our advisory 

team where we believe this is of benefit to you. We will also continue to 

provide you with relevant publications and our thought leadership 

pieces, and hold informed, insightful conversations with you 
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Appendix A: Reports issued and fees 

Fees 

Planned 

£ 

Actual fees  

£ 

2014/15 fees  

£ 

Statutory audit of Authority 31,454 31,454 41,938 

Total fees (excluding VAT) 31,454 31,454 41,938 

We confirm below our final fees charged for the audit and confirm there were no fees for the provision of non audit services. 

Reports issued 

Report Date issued 

Audit Plan May 2016 

Audit Findings Report September 2016 

Annual Audit Letter October 2016 
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