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Executive summary
Purpose of this letter
Our Annual Audit Letter (Letter) summarises the key findings arising from the 
work we have carried out at Avon Fire and Rescue Authority (the Authority) for 
the year ended 31 March 2017.
This Letter provides a commentary on the results of our work to the Authority 
and its external stakeholders, and highlights issues 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 27 September 2017.
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 27 
September 2017.
Value for money conclusion
We were not 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 2017. We therefore issued an adverse value for money conclusion 
in our audit opinion on 27 September 2017.
Certificate
We certified that we had completed the audit of the accounts of Avon Fire and 
Rescue Authority in accordance with the requirements of the Code on 27 
September 2017.
Working with the Authority
During the year we have delivered a number of successful outcomes with you:
• An efficient audit
• VFM - we provided you with assurance and feedback on your arrangements for 

delivering efficiency, effectiveness and economy.
• Sharing our insight – we provided regula updates covering best practice. We 

also shared our sector insight via our National Reports.
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 2017
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Audit of  the accounts
Our audit approach
Materiality
In our audit of the Authority's accounts, we applied the concept of materiality to 
determine the nature, timing and extent of our work, and to evaluate 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 £977k, 
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 senior officer remuneration, 
auditor’s remuneration and members allowances. 
We set a lower threshold of £49,000, above which we reported errors to the Audit, 
Ethics and Governance 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 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 the Treasurer 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 included in the Statement of Accounts on which we gave 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's 
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
Risks identified in our audit 
plan How we responded to the risk Findings and conclusions
Valuation of pension fund net 
liability
The Authority’s pension fund net 
liability, as reflected in its balance 
sheet ,represents a significant 
estimate in the financial 
statements.

As part of our audit work we:
 Documented the processes and controls in place around the accounting 

for pension adjustments. These were walked through to confirm the 
operation of controls was in line with our understanding.

 Reviewed the competence, expertise and objectivity of the actuary who 
carried out the Authority’s pension fund valuation. 

 Gained an understanding of the basis on which the IAS 19 valuation 
was carried out, undertaking procedures to confirm the reasonableness 
of the actuarial assumptions made. 

 Reviewed the consistency of the pension fund net liability disclosures in 
notes to the financial statements with the actuarial report from the 
Authority’s actuary.

Our audit work did not identify any issues to report.

Valuation of property plant 
and equipment
The Authority revalues its assets 
on a rolling basis over a five year 
period. The Code requires that 
the Authority ensures that  the 
carrying value at the balance 
sheet date is not materially 
different from the current value. 
This represents a significant 
estimate by management in the 
financial statements.
.

As part of our audit work we:
 Reviewed management's processes and assumptions for the calculation 

of the estimate.
 Reviewed the competence, expertise and objectivity of any 

management experts used.
 Reviewed the instructions issued to valuation experts and the scope of 

their work.
 Held discussions with the Authority’s valuer about the basis on which 

the valuation was carried out, challenging the key assumptions.
 Reviewed and challenged the information used by the valuer to ensure it 

was robust and consistent with our understanding.
 Tested revaluations made during the year to ensure they were input 

correctly into the Authority’s asset register.
 Evaluated the assumptions made by management for those assets not 

revalued during the year to assess how management satisfied 
themselves that these were not materially different to current value.

We identified an error in the treatment of the valuation of assets 
held for sale.
Per the CIPFA code, assets held for sale can be measured at the 
lower of carrying value and fair value less costs to sell. Property, 
Plant and Equipment can be measured at existing use value.
The asset had been measured at existing use value when 
externally valued as at 31st December 2016 before transfer to 
assets held for sale. A subsequent revaluation post transfer as at 
31st March 2017 was based on bids received for or sales values 
of these assets.
Based on our interpretation of the standards, this was not the 
correct accounting treatment and therefore we recommended that 
management review the treatment of this subsequent revaluation. 
This led to the Authority deciding to reverse the revaluation under 
assets held for sale which we are now satisfied brings the 
financial statements back in line with accounting standards.

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
Audit opinion
We gave an unqualified opinion on the Authority's accounts on 27 September 
2017, in advance of the 30 September 2017 national deadline.
The Authority made the accounts available for audit in line with the agreed 
timetable, and provided a good set of supporting working papers. The finance 
team responded promptly and efficiently to our queries during 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, Governance and Ethics Committee on 27 September 2017. 
Annual Statement of Assurance and Narrative Report
We are 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. 

Other statutory duties 
We also have additional powers and duties under the Act, including powers to 
issue a public interest report, make written recommendations, apply to the 
Court for a declaration that an item of account is contrary to law, and to give 
electors the opportunity to raise questions about the Authority's accounts and 
to raise objections received in relation to the accounts.
We did not identify any issues that required us to apply our statutory powers 
and duties under the Act.
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Value for Money conclusion
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 2016 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 overleaf.
Overall VfM conclusion
Due to the significant of the matters we identified in our work, we are not satisfied 
that the Authority has made proper arrangements to secure economy, efficiency 
and effectiveness in its use of resources for the year ending 31 March 2017.
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Value for Money 
Risk identified Work carried out Findings and conclusions
Sustainable Resource 
Deployment
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 make 
significant savings over 
the life of the MTFP. 
There is a risk of 
slippage on savings 
which would have 
significant financial and 
service delivery 
impacts.

We reviewed the Authority’s 
performance against its 
2016/17 budget and the 
robustness of the assumptions 
in the latest MTFP approved 
at the Fire Authority on 10 
February 2017.

The Authority set a balanced budget for the 2017/18 financial year, with a net budget requirement of £42,067k. This was 
to be met through government funding, an increase in Council Tax precept of 2%, a savings requirement of £1,729k and 
use of earmarked revenue reserves of £1,055k.
The Authority received a 4 year settlement in 15/16 which has allowed them to plan into the medium term with more 
certainty. The latest MTFP runs to the year 2020/21, and the financial position of the Authority is balanced over this 
period, with total savings of £3,145k identified over the life of the MTFP.
The Authority conducts a thorough process to set the budget. 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 17/18 savings target is identified 
from employee costs. This is also the case over the life of the MTFP, with 53% of the total savings requirement coming 
from this area. 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 2021, and whilst there always 
remains a risk that these will not be accurate, previous attrition has been in line with the Authority’s plans.
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.
We have also reviewed the financial performance of the Authority against the 16/17 budget. This identified a minor 
difference on predicted expenditure. In addition, the income received was higher than budgeted and use of reserves 
therefore lower. This gives us positive assurance over the accuracy of the budget process.
On this basis we concluded that the risk was sufficiently mitigated and the Authority has proper arrangements 
in place.

Value for money risks
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Significant risk Work to address Findings and conclusions
Sustainable Resource 
Deployment
As reported last year the 
Authority continues to 
report high levels of staff 
sickness, with levels 
increasing in year. There 
is a risk that continued 
high levels impact on 
service delivery and 
adversely impact on the 
Authority’s ability to drive 
through further 
efficiencies.

We reviewed the Authority’s 
workforce plans and the 
sickness action plan, building 
on our work last year, to 
establish how the Authority is 
managing and monitoring its 
workforce issues.

Sickness levels are currently above the national average, and the Authority’s 2016/17 target of 6.1 shifts lost per 
person due to sickness was not met, with the actual figure for Whole-time and Control Uniformed Staff recorded as 
8.35.
It should be recognised that 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 took place for the first 
time in 2017 after a number of years of non-recruitment. Therefore, the Uninformed 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.
As discussed on the previous page, the Authority’s MTFP requires significant savings from staffing budgets. 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.
Analysis by the Authority of sickness at a station level identified that some have significantly higher short term sickness 
than others (ranging from 1.29 shifts lost per FTE to 2.18 over the period April to September 2016). At a meeting of the 
Performance, Review and Scrutiny Committee in October 2016, a 6-12 month programme was agreed consisting of 
developing local evidence based improvement plans, improved line manager capability, fraud prevention and change 
management support. Evidence to date suggests this has had a positive impact on the short term sickness but it is 
early days to assess the impact and sustainability of these measures.
On this basis we concluded that the risk was sufficiently mitigated and the Authority has proper arrangements 
in place.

Value for Money

Value for money risks
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Significant risk Work to address Findings and conclusions
Integrated Decision Making 
and Sustainable Resource 
Deployment
The Home Office published a 
Statutory Inspection report of 
Avon Fire and Rescue Authority 
in July 2017 under section 10 of 
the Local Government Act 1999. 
This report concluded that the 
Authority is failing to comply with 
its section 3 duty in a number of 
respects. This was as a result of 
poor governance arrangements 
and failings in leadership and 
culture.

We reviewed the 
recommendations and 
conclusions from the Home 
Office Inspection report and
responses from the Fire 
Authority.

The Home Office inspection identified fundamental failings in the governance and leadership at Avon Fire 
Authority. These failings were pervasive to the whole Authority.
The report highlighted poor governance arrangements leading to poor decisions and too much emphasis being 
placed upon maintaining consensus. 
In addition, the report noted that decisions were made without appropriate support, the information provided to 
support decisions did not reflect the true cost of options, not all options were considered and Members were not 
involved to the appropriate level. 
The report also brought out clear failings in internal control. This included breakdown of relationships between 
Members and Officers leading to ineffective oversight and a lack of impartiality and objectivity in relationships 
between Members and Officers. 
The report also highlights a number of instances where inappropriate decisions were made in relation to 
workforce deployment. This included pension abatement arrangements and the use of pensionable secondment 
funds to pay off staff members (when no secondments were arranged). These decisions led to excessive costs in 
relation to the staff management processes. 
Although a number of the examples of poor governance arrangements provided by the inspector pre-date 
2016/17, the number and nature of concerns are indicative of the wider ineffective arrangements in the Authority. 
The Authority took some steps to improve its governance arrangements following the peer review in 2015, 
including the introduction of a new committee structure in 2016. However, the recent Inspector’s report indicates 
the need for a more fundamental cultural change in the Authority to enable it to fulfil its VFM duty under section 
3. Section 3 requires a best value authority to make arrangements to secure continuous improvement in the way 
its functions are exercised, having regard to a combination of economy, efficiency and effectiveness.
On this basis we concluded that there are weaknesses in the Authority’s arrangements for acting in the 
public interest through demonstrating and applying the principles and values of good governance, 
understanding and using appropriate information to support informed decision making and performance 
management, managing risks effectively and maintaining a sound system of internal control and, 
planning finances effectively to support the sustainable delivery of strategic priorities and maintain 
statutory functions.

Value for Money

Value for money risks
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Appendix A: Reports issued and fees
Fees

Proposed 
fee

£
Actual fees 

£
2015/16 fees 

£
Statutory audit of Authority 31,454 31,454 31,454
Total fees (excluding VAT) 31,454 31,454 31,454

We confirm below our final fees charged for the audit and provision of non-audit services

Fees for other services
Service Fees £
Audit related services:
• None Nil
Non-audit services:
• None NilThe proposed fees for the year were in line with the scale fee set by Public Sector 

Audit Appointments Ltd (PSAA)

Reports issued
Report Date issued
Audit Plan February 2017
Audit Findings Report September 2017
Annual Audit Letter October 2017

Non- audit services• For the purposes of our audit we have made enquiries of all Grant 
Thornton UK LLP teams providing services to the Authority. The table 
above summarises all other services which were identified.

• We have considered whether other services might be perceived as a 
threat to our independence as the Authority’s auditor and have ensured 
that appropriate safeguards are put in place, as reported in our Audit 
Findings Report. 

We confirm that no non-audit or audit related services have been 
undertaken for the Authority in 2016/17.
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