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ITEM: 9
REPORT TO: WECA AUDIT COMMITTEE
DATE: 12 JULY 2018
REPORT TITLE: EXTERNAL AUDIT FINDINGS REPORT 2016/17 AND
2017/18
AUTHOR: TIM RICHENS – INTERIM DIRECTOR OF INVESTMENT AND
CORPORATE SERVICES
Purpose of Report
1.

To consider the External Audit Findings Reports for 2016/17 and 2017/18 together with the
related Draft Management Letters of Representation.

Issues for Consideration
2.

The External Auditor has provided the Externa Audit Findings Reports relating to the Statutory
Accounts for 2016/17 and 2017/18 for consideration by the Committee (attached at
Appendices 1 and 2).

2.1. The External Auditor will provide a full briefing on the plan at the meeting.
2.2. Attached at Appendices 3 and 4 respectively are draft letters of representation which are
required by the External Auditor to support the financial statements. These letters set out an
opinion that to the best of our knowledge the Authority‘s financial statements are presented
fairly. The Audit Committee is asked to consider these letters and agree for them to be signed
by the Chair on their behalf.
Consultation:
3.

The External Audit Findings Report has been subject to prior consultation with the WECA
Chief Executive and S151 Officer.

Public Sector Equality Duties:
4.

The are no direct implications arising from this report.

Economic Impact Assessment:
5.

There are no direct implications arising from this report.

Finance Implications:

ITEM 9
6.

The External Audit Findings Report supports the statutory audit requirements for the Annual
Accounts and the fee for this work is agreed by Public Sector Auditor Appointments Ltd and
set out in the report.

Legal Implications:
7

The report is in accordance the Accounts and Audit (England) Regulations 2011.

Human Resources Implications:
8

There are no direct implications arising from this report.

Recommendation:
9

The Audit Committee is asked to:
i.

Note the issues contained in the External Audit Findings Reports for 2016/17 and
2017/18.

ii.

Approve the Management Letters of Representation and agree for them to be
signed by the Chair on behalf of the Committee.

Report Author:
West of England Combined Authority Contact: Tim Richens – Interim Director of
Investment and Corporate Services, Tel: 0117 428 6210
Background Papers
None.
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The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of expressing
our opinion on the financial statements. Our audit is not designed to test all internal controls or identify all areas of control weakness. However, where, as part of our testing, we identify
control weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all defalcations or other irregularities, or to include all possible improvements
in internal control that a more extensive special examination might identify. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our
prior written consent. We do not accept any responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report
was not prepared for, nor intended for, any other purpose.
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is
available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Headlines
This table summarises the key issues arising from the statutory audit of West of England Combined Authority(‘the Authority’) and the preparation of the Authority's financial statements
for the period ended 31 March 2017 for those charged with governance.
Financial
Statements

Under the International Standards of Auditing (UK) (ISAs), we are
required to report whether, in our opinion:
• the Authority's financial statements give a true and fair view of the
Authority's financial position and of the Authority's expenditure and
income for the period, and
• have been properly prepared in accordance with the
CIPFA/LASAAC code of practice on local authority accounting and
prepared in accordance with the Local Audit and Accountability Act
2014.
We are also required to report whether other information published
together with the audited financial statements (including the Statement
of Accounts, Annual Governance Statement (AGS) and Narrative
Report), is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated.

Value for Money
arrangements

Statutory duties

Under the National Audit Office (NAO) Code of Audit Practice ('the
Code'), we are required to report whether, in our opinion:
• the Authority has made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources ('the value for
money (VFM) conclusion')

Our audit work was completed on site during June and July. Our findings are
summarised on pages 4 to 9. We have identified two adjustments to the financial
statements that have resulted in no overall adjustment to the Statement of
Comprehensive Income and Expenditure. Audit adjustments are detailed in Appendix A.
Subject to outstanding queries being resolved, we anticipate issuing an unqualified audit
opinion following the Audit Committee meeting on 12 July 2018, as detailed in Appendix
C. These outstanding items include:
-

receipt of management representation letter

-

review of the final set of financial statements

-

receipt of independent confirmation of investment balances with two institutions

-

review of updated version of the Annual Governance Statement

We have concluded that the other information published with the financial statements,
which includes the Statement of Accounts and Narrative Report, are consistent our
knowledge of your organisation and with the financial statements we have audited.

We have completed our risk based review of the Authority's value for money
arrangements. We have concluded that West of England Combined Authority has proper
arrangements to secure economy, efficiency and effectiveness in its use of resources.
We therefore anticipate issuing an unqualified value for money conclusion, as detailed in
Appendix C. Our findings are summarised on pages 9 to 10.

The Local Audit and Accountability Act 2014 (‘the Act’) also requires us We have not exercised any of our additional statutory powers or duties. We have
to:
completed the majority of work under the Code and expect to be able to certify the
• report to you if we have applied any of the additional powers and completion of the audit when we give our audit opinion.
duties ascribed to us under the Act; and
• certify the closure of the audit

Acknowledgements
We would like to take this opportunity to record our appreciation for the assistance provided by the finance team and other staff during our audit.
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Financial statements

Summary
Overview of the scope of our audit
This Audit Findings presents the observations arising from the audit that are significant to
• An evaluation of the Authority's internal controls environment
the responsibility of those charged with governance to oversee the financial reporting
• Substantive testing on significant transactions and material account balances, including
process, as required by International Standard on Auditing (UK) 260 and the Code of Audit
the procedures outlined in this report in relation to the key audit risks
Practice (‘the Code’). Its contents have been discussed with management.
Conclusion
As auditor we are responsible for performing the audit, in accordance with International
Standards on Auditing (UK), which is directed towards forming and expressing an opinion We have substantially completed our audit of your financial statements and subject to
on the financial statements that have been prepared by management with the oversight of outstanding queries being resolved, we anticipate issuing an unqualified audit opinion
following the Audit Committee meeting on 12 July 2018, as detailed in Appendix C. These
those charged with governance. The audit of the financial statements does not relieve
management or those charged with governance of their responsibilities for the preparation outstanding items are outlined on page 2.
of the financial statements.
Audit approach
Our audit approach was based on a thorough understanding of the Authority’s business
and is risk based, and in particular included:

Our approach to materiality
The concept of materiality is fundamental to the preparation of the financial statements and
the audit process and applies not only to the monetary misstatements but also to disclosure
requirements and adherence to acceptable accounting practice and applicable law.

Materiality calculations remains the same as reported in our audit plan We detail in the
table below our assessment of materiality for West of England Combined Authority.

Authority Amount (£)

Qualitative factors considered

Materiality for the financial
statements

300,000

•

This equates to 1% of the £30m investment fund received for the year. This reflects the fact that
this is the first period for the Authority which produces enhanced audit risks as new processes and
arrangements are embedded.

Performance materiality

225,000
•

This has been set at 75% of materiality as there has been no indication from our risk assessment
of any significant deficiencies

•

This has been set at 5% of materiality and errors below this we would define as ‘clearly trivial’

Trivial matters

15,000

Materiality for specific
transactions, balances or
disclosures

None
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Financial Statements

Significant audit risks


Risks identified in our Audit Plan

Commentary

Improper revenue recognition
Under ISA 240 (UK and Ireland) 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.

Auditor commentary
Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Authority, we have
determined that the risk of fraud arising from revenue recognition can be rebutted, because:
•

there is little incentive to manipulate revenue recognition

•

opportunities to manipulate revenue recognition are very limited

•

the culture and ethical frameworks of local authorities, including West of England Combined Authority, mean that all
forms of fraud are seen as unacceptable

Therefore we do not consider this to be a significant risk for West of England Combined Authority.



Management override of controls

Auditor commentary

Under ISA (UK) 240 there is a non-rebuttable
presumed risk that the risk of management over-ride
of controls is present in all entities.

•

We identified management override of controls as a
risk requiring special audit consideration.

We performed the following work:
 review of judgements applied and decisions made by management and considered their reasonableness
 Obtained a full listing of journal entries, identified and tested unusual journal entries for appropriateness
 review of unusual significant transactions

Our audit work has not identified any issues in respect of management override of controls. In particular the findings of
our review of journal controls and testing of journals entries has not identified any significant issues.
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Accounting policies
Accounting area

Summary of policy

Comments

Assessment

Going Concern

The Director of Investment and Corporate
Services has a reasonable expectation that
the services provided by the Authority will
continue for the foreseeable future.

•

We have reviewed the Authority’s assessment and are satisfied
with management’s assessment that the going concern basis is
appropriate for the 2016/17 financial statement.

Green

•

Accounting policies are appropriate and compliant with the Code
of Practice on Local Authority Accounting 2016/17 (the Code)
and accounting standards.

Amber

•

No material income other than the initial grant receipt from the
government has been recognised in 2016/17.

•

We requested that a policy is included within the statement of
accounts to disclose the treatment of government grant income

For this reason the Authority continue to adopt
the going concern basis in preparing the
financial statements.
Revenue recognition

 Revenue from the sale of goods is
recognised when the Authority transfers
the significant risks and rewards of
ownership to the purchaser and it is
probable that economic benefits or service
potential associated with the transaction
will flow to the authority.
 Revenue from the provision of services is
recognised when the Authority can
measure reliably the percentage of
completion of the transaction and it is
probable that economic benefits or service
potential associated with the transaction
will flow to the Authority.

Judgements and estimates

 There were no significant estimates or
judgements included in the 2016/17
financial statements.

Other critical policies

Green
We have reviewed the Authority's policies against the requirements
of the CIPFA Code of Practice. The Authority's accounting policies
are appropriate.

Green

Key
 High – Requires immediate attention and represents a significant deficiency
 Medium – Action required to improve the effectiveness of arrangements in place
 Low – Opportunity to develop and move to best practice
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Other communication requirements
We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.

Issue

Commentary



Matters in relation to fraud

 We have previously discussed the risk of fraud with the Audit Committee. We have not been made aware of any other incidents in the
period and no other issues have been identified during the course of our audit procedures.



Matters in relation to related
parties

•



Matters in relation to laws and
regulations

 You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have not
identified any incidences from our audit work.



Written representations

 A standard letter of representation has been requested from the Authority



Confirmation requests from
third parties

 We requested from management permission to send confirmation requests to the Authority’s bank and to the seven bodies that the
Authority held investment balances with at 31 March 2017. This permission was granted and the requests were sent. Five of these
requests were returned with positive confirmation, however at the time of reporting two requests were not received. In these
confirmations are not received, alternative procedures will be carried out to confirm these balances.



Disclosures

 Our review found no material omissions in the financial statements



Significant difficulties

•

We are not aware of any related parties or related party transactions which have not been disclosed

No significant difficulties were identified.
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Financial statements

Other responsibilities under the Code
We set out below details of other matters which we, as auditors, are required by the Code to communicate to those charged with governance.



Issue

Commentary

Other information

 We are required to give an opinion on whether the other information published together with the audited financial statements
(including the Statement of Accounts, Annual Governance Statement (AGS) and Narrative Report), is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.
At the time of reporting we have not yet completed this work and are awaiting an updated version of the Annual Governance Statement
from officers to review.



Matters on which we report by
exception

We are required to report on a number of matters by exception in a numbers of areas:
 If the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is
misleading or inconsistent with the other information of which we are aware from our audit
 If we have applied any of our statutory powers or duties
Sections of the Annual Governance Statement were redrafted to provide a more accurate description of arrangements in place during the
period ended 31 March 2018.




Specified procedures for
Whole of Government
Accounts

We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts (WGA) consolidation
pack under WGA group audit instructions.

Certification of the closure of
the audit

We intend to certify the closure of the 2016/17 audit of West of England Combined Authority in the audit opinion, as detailed in Appendix
C.

 Note that work is not required as the Authority does not exceed the threshold
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Value for Money

Value for Money
Background to our VFM approach

Risk assessment

The NAO issued its guidance for auditors on Value for Money work for 2016/17 in
November 2016. The guidance states that for local government bodies, auditors are
required to give a conclusion on whether the Authority has proper arrangements in place.
The guidance identifies one single 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.”

We carried out an risk assessment and have not identified any significant risks in
respect of specific areas of proper arrangements using the guidance contained in
AGN03.
We have continued our review of relevant documents up to the date of giving our
report, and have not identified any further significant risks where we need to perform
further work.

This is supported by three sub-criteria, as set out below:

Our work
AGN 03 requires us to disclose our views on significant qualitative aspects of the
Authority's arrangements for delivering economy, efficiency and effectiveness.
In arriving at our conclusion, our main considerations were:

•

The West of England Combined Authority came into being on 9 February 2017 by
virtue of the West of England Combined Authority Order 2017.

•

The first meeting of the Authority when it set its constitution and appointed its
statutory officers, was on the 1 March. Staff did not transfer from Bath & North
East Somerset Council and Bristol City Council until 1 May 2017 and the West of
England Mayor was elected on 4 May 2017.

•

Limited transactions occurred in 2016/17 including the receipt of £15m revenue
gainshare government grant and £15m capital gainshare government grant on the
17 March 2017. The investment of these amounts were with approved
counterparties in line with the Treasury Management Strategy.

Informed
decision
making

Appropriate arrangements were put in place which reflect the evolving nature of the
organisation.

Value for
Money
arrangements
criteria
Working
with partners
& other third
parties

Sustainable
resource
deployment
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Value for Money

Value for Money
Overall conclusion
Based on the work we performed, we concluded that:
•

the Authority had proper arrangements in all significant respects to ensure it delivered
value for money in its use of resources.

The text of our report, which confirms this can be found at Appendix C.

Significant difficulties in undertaking our work
We did not identify any significant difficulties in undertaking our work on your arrangements
which we wish to draw to your attention.

Significant matters discussed with management
There were no matters where no other evidence was available or matters of such
significance to our conclusion or that we required written representation from management
or those charged with governance.

Informed
decision
making
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Fees, non audit services and independence

Independence and ethics
Independence and ethics
•

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with
the Financial Reporting Authority's Ethical Standard and confirm that we, as a firm, and each covered person, are independent and are able to express an objective opinion on the
financial statements
Audit and 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. No non-audit services were identified.
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Appendix A

Audit Adjustments
We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management. No adjustments have been
identified from our audit.
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Appendix A

Audit Adjustments
Misclassification and disclosure changes
The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.

Disclosure omission

Detail

Auditor recommendations

Short term investments
and cash equivalents

•

•

Cash equivalent

 £9.950m of cash
equivalent money market
funds were incorrectly
classified as ‘financial
assets at fair value
through other
comprehensive income’

 The balance sheet and corresponding notes were adjusted to reclassify these balances.



Accounting Policies

 An accounting policy was
not included within the
draft statement of
accounts in relation to
government grants

 The accounting policies were updated to include a policy for the treatment of government grants
and contributions.



Financial Statements

 A small number of minor
presentational errors were
identified in the draft
accounts

 A number of presentational changes were made to the financial statements.



£20m of short term
investments and cash
equivalents were
incorrectly classified within
short term debtors (loans)

The balance sheet and corresponding notes were adjusted to reclassify short term investments
correctly.
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Appendix B

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

Audit Fees

Combined Authority Audit

Total audit fees (excluding VAT)

Proposed fee

Final fee

3,000

3,000

£3,000

£3,000

The proposed fees for the year were in line with the scale fee set by Public Sector Audit Appointments Ltd (PSAA)
No non-audit or audited related services have been undertaken for the Authority.
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Audit opinion
We anticipate we will provide the Authority with an unmodified audit report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WEST OF ENGLAND
COMBINED AUTHORITY

We have audited the financial statements of West of England Combined Authority (the
"Authority") for the year ended 31 March 2017 under the Local Audit and Accountability Act
2014 (the "Act"). The financial statements comprise the Movement in Reserves Statement, the
Comprehensive Income and Expenditure Statement, the Movement in Reserves Statement, the
Balance Sheet, the Cash Flow Statement, and the related notes. The financial reporting
framework that has been applied in their preparation is applicable law and the CIPFA/LASAAC
Code of Practice on Local Authority Accounting in the United Kingdom 2016/17.

This report is made solely to the members of the Authority, as a body, in accordance with Part
5 of the Act and as set out in paragraph 43 of the Statement of Responsibilities of Auditors and
Audited Bodies published by Public Sector Audit Appointments Limited. Our audit work has
been undertaken so that we might state to the Authority’s members those matters we are
required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Authority
and the Authority's members as a body, for our audit work, for this report, or for the opinions we
have formed.
Respective responsibilities of the Chief Finance Officer and auditor
As explained more fully in the Statement of Responsibilities, the Chief Finance Officer is
responsible for the preparation of the Statement of Accounts, which includes the financial
statements, in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2016/17, which give a true and
fair view. Our responsibility is to audit and express an opinion on the financial statements in
accordance with applicable law, the Code of Audit Practice published by the National Audit
Office on behalf of the Comptroller and Auditor General (the “Code of Audit Practice”) and
International Standards on Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board’s Ethical Standards for Auditors.
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Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error. This includes an assessment of
whether the accounting policies are appropriate to the Authority’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the Interim Director of Investment and Corporate Services and
Chief Finance Officer; and the overall presentation of the financial statements. In addition, we
read all the financial and non-financial information in the Narrative Report and the Annual
Governance Statement to identify material inconsistencies with the audited financial statements
and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we
become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report.
Opinion on financial statements
In our opinion:

the financial statements present a true and fair view of the financial position of the
Authority as at 31 March 2017 and of its expenditure and income for the year then
ended; and

the financial statements have been prepared properly in accordance with the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom
2016/17 and applicable law.
Opinion on other matters
In our opinion, the other information published together with the audited financial statements in
the Narrative Report and the Annual Governance Statement for the financial year for which the
financial statements are prepared is consistent with the audited financial statements.
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Matters on which we are required to report by exception
We are required to report to you if:

in our opinion the Annual Governance Statement does not comply with the guidance
included in ‘Delivering Good Governance in Local Government: Framework (2016)’
published by CIPFA and SOLACE; or

we have reported a matter in the public interest under section 24 of the Act in the
course of, or at the conclusion of the audit; or

we have made a written recommendation to the Authority under section 24 of the Act in
the course of, or at the conclusion of the audit; or

we have exercised any other special powers of the auditor under the Act.
We have nothing to report in respect of the above matters.
Conclusion on the Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources

We planned our work in accordance with the Code of Audit Practice. Based on our risk
assessment, we undertook such work as we considered necessary to form a view on whether
in all significant respects the Authority has put in place proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

Conclusion
On the basis of our work, having regard to the guidance on the specified criteria issued by the
Comptroller and Auditor General in November 2016, we are satisfied that in all significant
respects the Authority put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources for the year ended 31 March 2017.

Certificate
We certify that we have completed the audit of the financial statements of the Authority in
accordance with the requirements of the Act and the Code of Audit Practice.

Respective responsibilities of the Authority and auditor
The Authority is responsible for putting in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance, and to review regularly the adequacy and effectiveness of these arrangements.
We are required under Section 20(1)(c) of the Act to be satisfied that the Authority has made
proper arrangements for securing economy, efficiency and effectiveness in its use of
resources. We are not required to consider, nor have we considered, whether all aspects of the
Authority's arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.

To be signed
Barrie Morris
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
Glass Wharf
Bristol
BS2 0ZX
X July 2018

Scope of the review of the Authority's arrangements for securing economy, efficiency
and effectiveness in its use of resources
We have undertaken our review in accordance with the Code of Audit Practice, having regard
to the guidance on the specified criteria issued by the Comptroller and Auditor General in
November 2016, as to whether the Authority had proper arrangements to ensure it took
properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people. The Comptroller and Auditor General determined this
criteria as that necessary for us to consider under the Code of Audit Practice in satisfying
ourselves whether the Authority put in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources for the year ended 31 March 2017.
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Headlines
This table summarises the key issues arising from the statutory audit of West of England Combined Authority (‘the Combined Authority’) and the preparation of the Authority’s financial
statements for the year ended 31 March 2018 for those charged with governance.
Financial
Statements

Under the International Standards of Auditing (UK) (ISAs),
we are required to report whether, in our opinion:
• the Combined Authority's financial statements give a
true and fair view of the Combined Authority’s financial
position and of the Combined Authority’s expenditure
and income for the year, and
• have been properly prepared in accordance with the
CIPFA/LASAAC code of practice on local authority
accounting and prepared in accordance with the Local
Audit and Accountability Act 2014.
We are also required to report whether other information
published together with the audited financial statements
(including the Statement of Accounts, Annual Governance
Statement (AGS) and Narrative Report), is materially
inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially
misstated.

Our audit work was completed on site during June and July. Our findings are summarised on pages
4 to 14. We have identified one adjustments to the financial statements that has resulted in no net
change in your Statement of Comprehensive Income and Expenditure and a number of disclosure
and misclassification amendments. Audit adjustments are detailed in Appendix B. We have also
raised recommendations for management as a result of our audit work in Appendix A.
Subject to outstanding queries being resolved, we anticipate issuing an unqualified audit opinion
following the Audit Committee meeting on 12 July 2018, as detailed in Appendix D. These
outstanding items include:
-

receipt of management representation letter

-

review of the final set of financial statements

-

receipt of one investment confirmation

-

completion of CIPFA Disclosure Checklist

-

testing of agency income and expenditure note

-

review of the classification of financial instruments

-

review of narrative statement

We are awaiting an updated version of the Annual Governance Statement from officers to review.

We have concluded that the other information published with the financial statements, which includes
the Statement of Accounts and Narrative Report, are consistent our knowledge of your organisation
and with the financial statements we have audited.

Value for Money
arrangements

Statutory duties

Under the National Audit Office (NAO) Code of Audit
Practice ('the Code'), we are required to report whether, in
our opinion:
• the Combined Authority has made proper arrangements
to secure economy, efficiency and effectiveness in its
use of resources ('the value for money (VFM)
conclusion')

We have completed our risk based review of the Combined Authority’s value for money
arrangements. We have concluded that West of England Combined Authority has proper
arrangements to secure economy, efficiency and effectiveness in its use of resources.
We therefore anticipate issuing an unqualified value for money conclusion, as detailed in Appendix
D. Our findings are summarised on pages 15 to 19.

The Local Audit and Accountability Act 2014 (‘the Act’) also We have not exercised any of our additional statutory powers or duties further in the report.
requires us to:
We have completed the majority of work under the Code and expect to be able to certify the
• report to you if we have applied any of the additional completion of the audit when we give our audit.
powers and duties ascribed to us under the Act; and
• certify the closure of the audit
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Summary
Overview of the scope of our audit

•
This Audit Findings presents the observations arising from the audit that are significant to
the responsibility of those charged with governance to oversee the financial reporting
•
process, as required by International Standard on Auditing (UK) 260 and the Code of Audit
Practice (‘the Code’). Its contents have been discussed with management.
As auditor we are responsible for performing the audit, in accordance with International
Standards on Auditing (UK), which is directed towards forming and expressing an opinion
on the financial statements that have been prepared by management with the oversight of
those charged with governance. The audit of the financial statements does not relieve
management or those charged with governance of their responsibilities for the preparation
of the financial statements.

An evaluation of the Combined Authority's internal controls environment including its IT
systems and controls; and
Substantive testing on significant transactions and material account balances, including
the procedures outlined in this report in relation to the key audit risks

Conclusion
We have substantially completed our audit of your financial statements and subject to
outstanding queries being resolved, we anticipate issuing an unqualified audit opinion
following the Audit Committee meeting on 12 July 2018, as detailed in Appendix D. These
outstanding items have been outlined on page 3.

Audit approach
Our audit approach was based on a thorough understanding of the Combined Authority's
business and is risk based, and in particular included:
Acknowledgements
We would like to take this opportunity to record our appreciation for the assistance provided by the finance team and other staff during our audit.
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Summary
Our approach to materiality
The concept of materiality is fundamental to the preparation of the financial statements and
the audit process and applies not only to the monetary misstatements but also to disclosure
requirements and adherence to acceptable accounting practice and applicable law.

Our assessment of the value of materiality has been adjusted to reflect the gross
expenditure reported within the draft accounts. We detail in the table below our
assessment of materiality for West of England Combined Authority.

Combined Authority
Amount (£)

Qualitative factors considered

Materiality for the financial statements

429,000

•

This equates to 1% of gross expenditure for the year. This reflects the fact that the
current year is the first full year of operation for the Authority which produces
enhanced audit risks as new processes and arrangements are embedded.

Performance materiality

321,000

•

This has been set at 75% of materiality as there has been no indication from our
risk assessment of any significant deficiencies

Trivial matters

21,450

•

This has been set at 5% of materiality and errors below this we would define as
‘clearly trivial’

Materiality for specific transactions, balances or
disclosures

10,000 (two bands)

•

Due to public sensitivity we have chosen £10,000 - the equivalent of two bands
within the remuneration note.
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Going concern
Our responsibility
As auditors, we are required to “obtain sufficient appropriate audit evidence about the appropriateness of management's use of the going concern assumption in the preparation and
presentation of the financial statements and to conclude whether there is a material uncertainty about the entity's ability to continue as a going concern” (ISA (UK) 570).
Going concern commentary
Management's assessment process

Auditor commentary

Management’s assessment concludes that the Combined Authority was
established under the West of England Combined Authority Order 2017 and could
therefore only be discontinued by Statutory prescription. Even if this were to occur,
the statutory services it provides would need to continue to be provided to the local
population and the assets would remain in the public domain. The Code is clear
that in a similar scenario of Local Government reorganisation, where services are
expected to transfer from one authority to another, the presumption that the
authority is a going concern is not negated.

•

Management’s view is that the Combined Authority is a going concern with no material
uncertainties that would require disclosure. We would concur with this view.

Management has considered the Combined Authority’s medium term financial plans
and future cash flows to 2022/23 in considering that no material uncertainties need
to disclosed.
Work performed

Auditor commentary

We reviewed management’s assessment of going concern provided to us, in
conjunction with our knowledge and understanding of the Combined Authority.

•

We did not identify any material uncertainties that would require additional disclosure

Concluding comments
•

We did not identify any issues with the Combined Authority’s use of the going concern assumption. Management’s assessment of the appropriateness of the going concern
assumption concluded that the Combined Authority was a going concern with no material uncertainty. We concur with this judgement.

•

Our audit opinion is unmodified in respect of going concern.
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Significant audit risks
Risks identified in our Audit Plan

Commentary

Improper revenue recognition
Under ISA 240 (UK) 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.

Auditor commentary
Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Combined Authority,
we have determined that the risk of fraud arising from revenue recognition can be rebutted, because:
•

there is little incentive to manipulate revenue recognition

•

opportunities to manipulate revenue recognition are very limited

•

the culture and ethical frameworks of local authorities, including West of England Combined Authority, mean that all
forms of fraud are seen as unacceptable

Therefore we do not consider this to be a significant risk for West of England Combined Authority.
Our audit work has not identified any significant issues in respect of revenue recognition.
Management override of controls

Auditor commentary

Under ISA (UK) 240 there is a non-rebuttable
•
presumed risk that the risk of management over-ride
of controls is present in all entities. The Combined
Authority faces external scrutiny of its spending, and
this could potentially place management under undue
pressure in terms of how they report performance.
We identified management override of controls as a
risk requiring special audit consideration.

We performed the following work:
 review of accounting estimates, judgements applied and decisions made by management and considered their
reasonableness
 obtained a full listing of journal entries, identified and tested unusual journal entries for appropriateness
 review of unusual significant transactions

Our audit work has not identified any issues in respect of management override of controls. In particular the findings of
our review of journal controls and testing of journals entries has not identified any significant issues.
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Reasonably possible audit risks
Risks identified in our Audit Plan

Commentary

Employee remuneration
As the payroll expenditure comes from a number of individual
transactions there is a risk that payroll expenditure in the
accounts could be understated. We therefore identified
completeness of payroll expenses as a risk requiring
particular audit attention

Auditor commentary
We have undertaken the following work in relation to this risk:
 documented our understanding of processes and key controls over the transaction cycle
 undertaken walkthrough of the key controls to assess the whether those controls were in line with our
documented understanding
 obtain year-end payroll reconciliation and ensure amount in accounts can be reconciled to ledger and
through to payroll reports investigating any significant adjusting items; and
 agree payroll related accruals (e.g. unpaid leave accrual) to supporting documents and review any
estimates for reasonableness.
Our audit work has not identified any significant issues in respect of employee remuneration

Operating expenses
Non-pay expenses on other goods and services also
represents a significant percentage (51%) of the Combined
Authority’s operating expenses. Management uses
judgement to estimate accruals of un-invoiced costs.
We identified completeness of non- pay expenses as a risk
requiring particular audit attention:

Auditor commentary
We have undertaken the following work in relation to this risk:
•

evaluated the Combined Authority's accounting policy for recognition of non-pay expenditure for
appropriateness;

•

gained an understanding of the Combined Authority's system for accounting for non-pay expenditure and
evaluate the design of the associated controls;

•

documented the accruals process and the controls management have put in place. Challenge any key
underlying assumptions, the appropriateness of the source of data used and the basis for calculations;

•

obtained a listing from the cash book or equivalent of non pay payments made in April, took a sample and
ensured that they have been charged to the appropriate year; and

•

obtained and review the year-end Accounts Payable reconciliation and investigate any significant differences.

Our audit work has not identified any significant issues in respect of operating expenses
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Other issues
This section provides commentary on new issues and risks which were identified during the course of the audit that were not previously communicated in the Audit Plan.
Issue (Significant Risk)

Commentary

Valuation of pension fund net liability
Following the transfer of staff to the Authority on the 1 May
2018 on a ‘fully funded basis’ the draft accounts included a
larger than expected net pension liability of £1.7m.

Auditor commentary
We have undertaken the following work in response to this risk


The Combined Authority's pension fund asset and liability as
reflected in its balance sheet represent a significant estimate 
in the financial statements.

We identified the valuation of the pension fund net liability as
a risk requiring special audit consideration

identified the controls put in place by management to ensure that the pension fund net liability is not
materially misstated and assessed whether those controls were implemented as expected and
whether they were sufficient to mitigate the risk of material misstatement.
reviewed the competence, expertise and objectivity of the actuary who carried out the Combined
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 your actuary.

The liability of £1.7m is due largely to the initial effect of the transfer of staff to the Authority represented
as ‘business combinations’ (net impact of £1.692m). Although the Authority was fully funded on the 2016
triennial actuarial valuation, the calculation of the annual accounting liability is required on an annual
basis and uses different assumptions including using a discount rate based on high quality corporate
bond yields, includes all retirement benefits including death and disability benefits and requires
immediate recognition of past service costs in the year of accounting. The accounting calculations
therefore place a different value on the liabilities' than the equivalent actuarial valuation calculations.
The accounting entry for the effect of the ‘business combination’ was not disclosed correctly within ‘other
comprehensive income and expenditure or within the movement in reserves. We have agreed with
officers this will be corrected in the final version of the financial statements.
The financial statement have been amended to include employer pension contributions in relation to
LEP and Invest in Bath and Bristol within the comprehensive income and expenditure account matched
by grant funding.
See appendix B for details of adjustments made.
We are still awaiting assurance from the auditor of the Pension Fund on the controls in place over
accuracy of information provided to the actuary.
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Significant matters discussed with management
This section provides commentary on the significant matters we discussed with management during the course of the audit.
Significant matter

Commentary

Critical judgement – Agency

The Authority provided us with a paper justifying the accounting treatment of LEP
and IBB income as ‘agency’ with reference to the CIPFA code and IAS 18. The key
considerations were:

The Authority took over the Accountable Body
role for the West of England Local Enterprise
Partnership (LEP) in 2017/18 and the balance of •
funds was transferred from Bath and North East
Somerset Council to the Authority during the
financial year. The reporting approach is that
total expenditure is not shown in the financial
statements, rather the following accounting
treatment is adopted
•

•

•

LEP expenditure is incurred as an agent,
acting as an intermediary on behalf of the
four unitary authorities. Each Authority’s
accounts will reflect its own contribution
towards expenditure.
Where the LEP has received grant funding
directly, this is on behalf of all authorities, but
the share for any individual authority is not
considered material to show.
Grants are distributed to specific projects, as
various criteria are satisfied, with the
receiving body or Authority treating as grant
in their own accounts. The balance of funds
not distributed is treated as a creditor in the
Authority’s accounts; these sums will either
be paid to future grant recipients or returned
to government if not used or where they are
recovered.

Similarly, the Authority assumed the accountable
Body role for the Invest in Bristol and Bath (IBB)
inward investment function in 2017/18, with the
teams transferred from Bristol City Council to the
Authority’s employment on 1 May 2017.

•
•

•

•
•

Decisions made in relation to the LEP and IBB are solely made at a Joint
Committee with representation on the Committee by councillors from Bath and
North East Somerset Council, Bristol City Council, North Somerset Council and
South Gloucestershire Council. The decisions made at the Joint Committee
involve funding and expenditure decisions for a geographic area (North Somerset)
which is outside of the Combined Authority area. It does not have its own
executive powers to make such decisions in its own right and is therefore acting on
behalf of the wider partnership in such circumstances. The decisions of the Joint
Committee do not receive ratification by the decision-making body of the WECA
(the WECA Committee).
The West of England Mayor is not able to vote on LEP business, a majority vote is
required for items relating to IBB.
Any surpluses that are held on behalf of the four Unitary Authorities, whether from
their own contributions or grant funding, may only be redistributed by a decision of
the Joint Committee, the WECA itself has no control over determining the use or
remaining benefits of such assets and they do not result in an increase in equity
for the Combined Authority.
The WECA is not exposed to significant risks or rewards associated with its
actions in relation to these functions. Separate budgets are maintained and
reported to the Joint Committee and where staff time and office overheads are
shared between WECA and LEP/other agency duties, the actual costs are
apportioned between those budgets on an appropriate basis.
All income received relates solely to LEP or IBB activities.
No fee is received by the Authority for hosting the LEP and IBB. Administration
and staff costs are funded through LEP and IBB grants and local authority
contributions

Auditor view
We agreed with the justification
proposed by the Authority to treat all
LEP and IBB income and expenditure
and income as being incurred on an
‘agency’ basis.
We have agreed with officers that the
note and accounting policies be
expanded to provide further detail of
the arrangements and judgement
applied as well as detailing the
treatment of cash and creditors.

The West of England partnership agreement and Memorandum of Understanding
currently still refer to Bath and North Somerset Council and Bristol City Council as
the relevant Accountable Bodies. We have recommended that these agreements
are updated to reflect fact that the West of England Combined Authority is now the
Accountable Body. See Appendix A.
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Accounting policies
Accounting area

Summary of policy

Comments

Revenue recognition

 Revenue from the sale of goods is recognised when the
Authority transfers the significant risks and rewards of
ownership to the purchaser and it is probable that
economic benefits or service potential associated with
the transaction will flow to the Authority.

•

The Authority’s accounting policy is appropriate under IAS 18
Revenue and CIPFA's Code of Practice on Local Government
Accounting in the UK 2017/18.

•

There is limited judgement involved in recognising income in the
financial statements. Debtors are supported by invoices and
income accruals are only created where income is certain to be
collected or where adequate provision will be made for nonrecovery.

•

Our testing of government grants and contributions and other
revenues has not identified any instances of improper revenue
recognition.

•

Revenue recognition policies are appropriately disclosed.

 Revenue from the provision of services is recognised
when the Authority can measure reliably the percentage
of completion of the transaction and it is probable that
economic benefits or service potential associated with
the transaction will flow to the Authority.
 Grants and contributions are accounted for on an
accruals basis and recognised immediately in the
Comprehensive Income and Expenditure Statement,
except to the extent that the grant or contribution has a
condition that the Combined Authority has not satisfied.
Where a grant has been received and conditions
remain outstanding at the Balance Sheet date, the grant
is recognised in the Balance Sheet as grants receipts in
advance. Once the condition has been met, the grant or
contribution is transferred from grants receipts in
advance and recognised as income in the
Comprehensive Income and Expenditure Statement.

Assessment

Green

Assessment

Marginal accounting policy which could potentially be open to challenge by regulators

Accounting policy appropriate but scope for improved disclosure

Accounting policy appropriate and disclosures sufficient
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Accounting policies
Accounting area

Summary of policy

Comments

Judgements and estimates

 Key estimates and judgements include

•

The provision is based on estimates by officers at each of the
Billing Authorities for the amount that businesses have been
overcharged up to the 31 March 2018. The estimate has been
estimated using Valuation Office data and analysis of successful
appeals.

•

Our testing of accruals has provided assurance they were
calculated on a reasonable basis.

•

The valuation of pension fund net liability is considered as a
separate significant risk on page 9.

•

The treatment of income and expenditure in relation to the LEP
and IBB as ‘Agency’ income and expenditure is considered at
page 10.



Provision for NNDR appeals



Accruals ( including concessionary fares)



Valuation of pension fund net liability



Treatment of income and expenditure in relation
to the LEP and IBB as Agency income and
expenditure.

Other critical policies

We have reviewed the Combined Authority's policies against the
requirements of the CIPFA Code of Practice. The Combined
Authority's accounting policies are appropriate.

Assessment

Green

Green

Assessment

Marginal accounting policy which could potentially be open to challenge by regulators

Accounting policy appropriate but scope for improved disclosure

Accounting policy appropriate and disclosures sufficient
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Other communication requirements
We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.

Issue

Commentary



Matters in relation to fraud

 We have previously discussed the risk of fraud with the Audit Committee. We have not been made aware of any incidents in the period
and no other issues have been identified during the course of our audit procedures.



Matters in relation to related
parties

•



Matters in relation to laws and
regulations

 You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have not
identified any incidences from our audit work.



Written representations

 A standard letter of representation has been requested from the Combined Authority, which is included in the Audit Committee papers.



Confirmation requests from
third parties

 We requested from management permission to send confirmation requests to the Combined Authority’s bank and to the 24 bodies
that the Combined Authority held investment balances with at 31 March 2018. This permission was granted and the requests were
sent. 23 of these requests were returned with positive confirmation, however one request was not received at the time of reporting
so we have undertaken alternative procedures to obtain assurance.



Disclosures

 Our review found no material omissions in the financial statements.



Significant difficulties

 No significant difficulties have been identified.

We are not aware of any related parties or related party transactions which have not been disclosed.
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Other responsibilities under the Code
We set out below details of other matters which we, as auditors, are required by the Code to communicate to those charged with governance.



Issue

Commentary

Other information

 We are required to give an opinion on whether the other information published together with the audited financial statements
(including the Statement of Accounts, Annual Governance Statement (AGS) and Narrative Report), is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.
At the time of reporting we have not yet completed this work and are awaiting an updated version of the Annual Governance Statement
from officers to review.



Matters on which we report by
exception

We are required to report on a number of matters by exception in a numbers of areas:
 If the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is
misleading or inconsistent with the other information of which we are aware from our audit
 If we have applied any of our statutory powers or duties
At the time of reporting we are awaiting an updated version of the Annual Governance Statement from officers to review.




Specified procedures for
Whole of Government
Accounts

We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts (WGA) consolidation
pack under WGA group audit instructions.

Certification of the closure of
the audit

We intend to certify the closure of the 2017/18 audit of West of England Combined Authority in the audit opinion, as detailed in Appendix
D.

 Note that work is not required as the Combined Authority does not exceed the threshold;
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Value for Money
Background to our VFM approach

Risk assessment

The NAO issued its guidance for auditors on Value for Money work for 2017/18 in
November 2017. The guidance states that for local government bodies, auditors are
required to give a conclusion on whether the Council has proper arrangements in place.

We carried out an initial risk assessment in January 2018 and identified a number of
significant risks in respect of specific areas of proper arrangements using the
guidance contained in AGN03. We communicated these risks to you in our Audit Plan
dated 30 January 2018.

The guidance identifies one single 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.”
This is supported by three sub-criteria, as set out below:

We have continued our review of relevant documents up to the date of giving our
report, and have not identified any further significant risks where we need to perform
further work.
We carried out further work only in respect of the significant risks we identified from
our initial and ongoing risk assessment. Where our consideration of the significant
risks determined that arrangements were not operating effectively, we have used the
examples of proper arrangements from AGN 03 to explain the gaps in proper
arrangements that we have reported in our VFM conclusion.

Informed
decision
making

Value for
Money
arrangements
criteria
Working
with partners
& other third
parties

Sustainable
resource
deployment
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Value for Money
Our work
AGN 03 requires us to disclose our views on significant qualitative aspects of the
Authority’s arrangements for delivering economy, efficiency and effectiveness.
We have focused our work on the significant risks that we identified in the Authority’s
arrangements. In arriving at our conclusion, our main considerations were:
•

The development of the 2018/19 budget and medium term financial plan (MTFP)
(informed decision making and sustainable resource deployment)

•

The progress made by the Authority in developing business plans and performance
metrics (informed decision making)

The Authority was created in February 2017 and during 2017/18 has expanded to take on
additional roles and responsibilities. In the first full year of operations the Authority has
developed appropriate governance arrangements. These arrangements are also being
reviewed and evolved further to ensure that they remain appropriate within the wider
context of its activities in supporting the LEP and Invest Bristol and Bath (IBB).

Recommendations for improvement
We discussed findings arising from our work with management and have agreed
recommendations for improvement as follows.
-

A more detailed medium term financial plan should be developed based on
current knowledge and existing funding streams - with potential future schemes
and funding separately identified once funding streams and responsibilities are
agreed.

-

The risk management framework should become embedded across the
Authority

-

The performance management framework should be reviewed to ensure that
all objectives have measurable metrics, either based on inputs, outputs or
outcomes, against which the Authority can measure its impact and
effectiveness and be accountable to stakeholders and tax payers

Our recommendations and management's response to these can be found in the
Action Plan at Appendix A

Committee structures, including Scrutiny and Audit committees, have been established to
scrutinise and hold the Authority and the West of England Mayor to account. Effective
financial reporting and internal audit arrangements have been put in place during the year.

Significant difficulties in undertaking our work

Risk management arrangements are still evolving and a framework was not in place during
2017/18 whilst it was being developed. Corporate risks were identified and reported to both
the Joint Committee and West of England Combined Authority Committee in June 2018
and further work is now being undertaken to develop and embed a risk management
framework across the organisation.

Significant matters discussed with management

We have set out more detail on the risks we identified, the results of the work we
performed and the conclusions we drew from this work on pages 17 to 18.

We did not identify any significant difficulties in undertaking our work on your
arrangements which we wish to draw to your attention.

There were no matters where no other evidence was available or matters of such
significance to our conclusion or that we required written representation from
management or those charged with governance.

Overall conclusion
Based on the work we performed to address the significant risks, we concluded that:
•

the Authority had proper arrangements in all significant respects to ensure it delivered
value for money in its use of resources.

The text of our report, which confirms this can be found at Appendix D.
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of documents.
Significant risk

Work Undertaken

Findings and Conclusion

Medium Term Financial Plan
(MTFP)

We reviewed the MTFP to
assess the clarity of
information provided and the
factors used to inform the
assumptions that underpin the
strategy.

•

The proposed budget for 2018/19 and MTFP was presented to the West of England Combined Authority
Committee in February 2018. This included a three year capital programme.

•

Due to the uncertainty that surrounds the future funding and timing of responsibilities of the Combined
Authority, a narrative MTFP was presented to the West of England Combined Authority Committee which
details the key assumptions and any known increases in income and expenditure

•

The MTFP narrative summarises the financial considerations for the next three years and includes the
sustainability of funding, alignment of investment proposals with the strategic plan and the key financial
challenges and opportunities.

•

The responsibilities of the Authority will increase as new and additional funding streams are directed to
combined authorities. A more detailed MTFP has not therefore been prepared at this stage.

•

The budget and MTFP narrative are based on robust assumptions including nationally agreed pay awards,
inflation, prior period data and demographic considerations. The narrative recognises that a new funding
system will be introduced from 2020/21 signalling the end of the current 100% Business Rates Retention
Pilot.

•

Due to new funding announcements made following the approval of the 2018/19 budget, details of the new
funding and appropriate recommendations for the application of this funding were included in the budget
monitoring report to the April 2018 West of England Combined Authority Committee, funding included £5m of
capital grant funding, pothole funding of £1.24m and £3m of housing capacity funding over three years.

•

Quarterly reports are presented to the West of England Combined Authority Committee detailing
performance against budget and providing explanations of any significant over or under spends.

A MTFP for the period 2018/19 –
2020/21 is currently being
developed by officers. There is a
risk that it may not be based on
robust assumptions and will
therefore not support the delivery
of strategic priorities or may not
be sufficiently clear to be able to
inform decision makers or
facilitate effective monitoring.

Conclusions
We recognise that the WECA is a new and evolving organisation meaning there are a number of emerging
factors which will have an impact on it’s financial sustainability and medium term financial plan.

It will be important to ensure that any new funding responsibilities are aligned to sustainable funding streams
and that a more detailed MTFP, supported by appropriate financial information, is developed once funding
streams are confirmed. This will need to remain a flexible Plan as new opportunities for projects and funding are
identified.
Appropriate arrangements are in place to plan finances effectively to support the delivery of strategic objectives
and inform decision makers.
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of documents.
Significant risk

Findings

Findings and Conclusion

Measuring and Monitoring
Performance

We will review progress
made in developing plans
and performance metrics to
measure and monitor the
performance of the
Combined Authority.

•

The Authority has developed an operating framework which sets out the key priorities for clean and inclusive
economic growth for 2018/19, the framework identified three priority areas for 2018/19:
• Infrastructure fit for the future;
• World class skills; and
• Businesses that succeed.

•

The framework reflects the feedback received as part of the 2017 West of England Strategy Discussion Paper
which was jointly authored by the Authority and the LEP and developed in partnership with constituent councils,
business, universities and others.

•

A Business Plan has also been developed setting out the key objectives and activities the Authority will deliver
during 2018/19 including plans to bring further investment into transport, homes and skills to ensure the West of
England is at the forefront of growth and innovation. The plan also includes some reference to activity committed
to in future years. This plan includes some high level aspirations for each of the three priority areas. underpinned
by a number of detailed actions. Individual service plans for each of the priority areas are currently being
developed and work is ongoing to develop a performance management framework so that officer, constituent
councils and committees of the authority will be able to assess the performance of the Combined Authority.

•

Some of the objectives are supported by clear measurable metrics against which progress can be monitored.
Other objectives are less specific and consequently it is not as easy to determine how success will be measured.
Further detailed metrics are being developed as part of the project development. Consultation is taking place,
beginning with Constituent Authority Chief Executives, which will rank, risk assess and align resources to the
detailed outputs of the Business Plan. In our view, it should ensure that objectives have a range measurable
metrics against which the Authority can be assessed. It should consider both ‘acceptable’ and ‘aspirational’
metrics for key areas.

•

The Authority has been developing a medium term strategy that sits above the annual business plan and
translates the 30 year vision which formed the basis for the establishment of WECA and reconciles to the five
yearly gateway reviews. However, this has been superceded by recent discussions with the Department for
Business, Energy and Industrial Strategy (BEIS) on the development of a Local Industrial Strategy for the West
Of England. If agreed, this Local Industrial Strategy may require the business plan to be updated.

The Combined Authority are
developing a strategy to ensure
the future of the West of
England is ‘more productive and
better connected’. This will
include initiatives and measures
to help grow the economy in a
sustainable way, tackling
barriers to growth’.
The strategy will incorporate
key metrics and targets against
which its progress will be
monitored by the Government
and wider stakeholders. There
is a risk that the Combined
Authority may set measures
that are hard to substantiate
through robust evidence or that
inappropriate measures and
targets are developed. There is
a further risk that a robust
process for monitoring actual
delivery against targets is not
developed.

Conclusion
Recognising 2017/18 was the first full year of operation, good progress has been made to develop priorities,
objectives and tasks from which the performance of the Combined Authority can be measured in future years. The
Authority will now need to ensure that it monitors the performance of the Combined Authority through the
performance management framework currently being developed.
Appropriate arrangements are developing to understand and use appropriate performance information to support
informed decision making and performance management.
© 2018 Grant Thornton UK LLP | Audit Findings Report for West of England Combined Authority | 2017/18
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Fees, non audit services and independence

Independence and ethics
Independence and ethics
•

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with
the Financial Reporting Combined Authority's Ethical Standard and confirm that we, as a firm, and each covered person, are independent and are able to express an objective
opinion on the financial statements

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Combined Authority’s Ethical Standard and we as a firm, and each
covered person, confirm that we are independent and are able to express an objective opinion on the financial statements.
Further, we have complied with the requirements of the National Audit Office’s Auditor Guidance Note 01 issued in December 2017 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.
Details of fees charged are detailed in Appendix C
Audit and 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. No non audit services were identified.
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Action plan
We have identified five recommendations for the Authority as a result of issues identified during the course of our audit. W e have agreed our recommendations with management and
we will report on progress on these recommendations during the course of the 2018/19 audit. The matters reported here are limited to those deficiencies that we have identified during
the course of our audit and that we have concluded are of sufficient importance to merit being reported to you in accordance with auditing standards.

1

Assessment

Issue and risk

Recommendations


(Amber)

Due to the uncertainty that surrounds the future funding and timing
of responsibilities of the Combined Authority, a narrative MTFP has
been presented to the West of England Combined Authority
Committee which details key assumptions and any known
increases in income and expenditure for the next three years
including a three year capital programme.

A more detailed medium term financial plan should be developed based on current
knowledge and existing funding streams - with potential future schemes and funding
separately identified once funding streams and responsibilities are agreed.
Management response
The medium term financial plan will be updated and more detail included, as far as
practicable, and forming part of the 2019/20 Budget Process.

2


(Amber)

The risk management framework continues to be developed.

The risk management framework should become embedded across the Authority.

Management response
The risk management framework is currently under development and further work will
be undertaken during the course of the 2018/19 financial year to embed these
arrangements within the organisation.

3


(Amber)

The performance management framework is being developed and
whilst some of the Authority’s objectives have clear measurable
targets and metrics, others have yet to be defined. Work is
underway, through a process of consultation with key stakeholders,
to develop appropriate measures for each of the objectives.

The performance management framework should ensure that all objectives have
measurable metrics, either based on inputs, outputs or outcomes, against which the
Authority can measure its impact and effectiveness and be accountable to stakeholders
and tax payers.
Management response

Key
 High – Requires immediate attention and represents a significant deficiency
 Medium – Action required to improve the effectiveness of arrangements in place
 Low – Opportunity to develop and move to best practice
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As recognised in the report significant progress has been made by the West of England
Combined Authority in developing an Operating Framework and Business Plan. Further
work is now underway to develop individual service plans and objectives with
appropriate metrics. These should be agreed and in place over the next few months.
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Action plan (continued)
Assessment

4


(Amber)

Issue and risk

Recommendations

•

The agreements in relation to the LEP and IBB should be updated to reflect the fact
that the West of England Combined Authority is now the accountable body.

The West of England partnership agreement and
memorandums of understanding which set out the operation
and allocation of risks for the LEP and IBB should be updated
to reflect the fact that the West of England Combined
Authority is now the accountable body.

Management response

Working with the West of England Councils we will seek to update the agreements to
recognise the role of West of England Combined Authority as appropriate.

Key
 High – Requires immediate attention and represents a significant deficiency
 Medium – Action required to improve the effectiveness of arrangements in place
 Low – Opportunity to develop and move to best practice
© 2018 Grant Thornton UK LLP | Audit Findings Report for West of England Combined Authority | 2017/18
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Audit Adjustments
We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management.
Impact of adjusted misstatements
All adjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year.

Detail
1

No entries had been recognised within the Comprehensive Income and
Expenditure Account to reflect the pension contributions payable by the
Authority for staff who work for the LEP and IBB

Overall impact
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Comprehensive Income and
Expenditure Statement £‘000
Combined Authority Services
(Gross Expenditure) 154

Balance Sheet £’ 000

Impact on total net
expenditure £’000

0

0

£0

£0

Combined Authority Services
Gross Income
(154)

£0
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Audit Adjustments
Misclassification and disclosure changes
The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.
Disclosure omission

Detail

Auditor recommendations

Adjusted?

Cash and Cash
equivalents

£28.8m of ‘cash equivalents’ (highly liquid investments) were misclassified as
‘financial assets at fair value through other comprehensive income’

The balance sheet and corresponding notes were
adjusted to reclassify cash equivalents and short
term investments correctly.



Short term Investments

Incorrectly classified £89.3m short term investments as ‘trade debtors – loans and
receivable’

Investments should be reclassified correctly and
the note and balance sheet updated.

Business Combination

The accounting entry for the effect of the ‘business combination’ of £1.692m was
not disclosed correctly within ‘other comprehensive income and expenditure or
within the movement in reserves. We have agreed with officers this will be corrected
in the final version of the financial statements.

We have agreed with officers this will be corrected
in the final version of the financial statements as a
single item within other comprehensive income
and expenditure and within the movement in
reserves.




Expenditure and
Funding Analysis

Financing and investment income and expenditure and taxation and non specific
grant income and expenditure should be aggregated into one line as per the
CIPFA code.

The accounts were amended for these
presentational changes



Additional column should be added to the expenditure and funding analysis to
enable the net expenditure in the comprehensive income and expenditure account
to reconcile to the outturn reported within the narrative statement.
Note 3, critical
judgements and
estimates

The note included a number of judgements and estimates which were not critical
including property plant and equipment, leases, provision for doubtful debt and
VAT.

Note amended to remove judgements and
estimates which are not deemed critical.



Note 6, Combined
Authority’s Services

£0.174m of grant income was incorrectly classified as ‘other income’ within note 6

Note amended to correct error.

Note 11, Officers
Remuneration

No details were provided of amounts paid by the Authority for seconded officers to
fulfil the statutory role of Monitoring Officer and S151 Officer or for the Director of
Business and Skills (who works directly to Chief Executive).

The accounts are amended to disclose the
amounts recharged to the Authority to receive the
services of the senior roles listed in note 11




Agency creditor

A note should be included which reconciles to the ‘Agency creditor’ on the face of
the balance sheet.

Note included in final version of accounts

© 2018 Grant Thornton UK LLP | Audit Findings Report for West of England Combined Authority | 2017/18
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Audit Adjustments
Misclassification and disclosure changes
The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.
Disclosure omission

Detail

Auditor recommendations

Note 26, Financial
Instruments

References to loans and debtors should be amended to short term investments.

The accounts were corrected to use the correct
terminology.

Note 3, critical
judgements and
estimates

This disclosure in relation to the activities of the Authority as an ‘agent; through
the LEP and IBB should be expanded to include further detail of the judgement
applied.

The statement of accounts were updated to expand
the disclosure in relation to the activities of the
Authority as an ‘agent’.

Accounting Policies

The accounting policies should be updated to include reference to how cash
balances are accounted for, including the creation of creditor balances where the
authority is acting as an agent.

Various

There were a number of other minor presentational adjustments made to
improve the quality of disclosures in the accounts.
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Presentational adjustments identified should be
corrected in the final version of the statement of
accounts.

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

Audit Fees
Proposed fee
Combined Authority Audit
Total audit fees (excluding VAT)

Final fee

24,200

24,200

£24,200

£24,200

The proposed fees for the year were in line with the scale fee set by Public Sector Audit Appointments Ltd (PSAA)

Non Audit Fees
No non-audit or audited related services have been undertaken for the Authority.

© 2018 Grant Thornton UK LLP | Audit Findings Report for West of England Combined Authority | 2017/18
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Audit opinion
We anticipate we will provide the Combined Authority with an unmodified audit report

Independent auditor’s report to the members of West of England
Combined Authority
Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of West of England Combined Authority (the ‘Authority’) for the
year ended 31 March 2018 which comprise the Comprehensive Income and Expenditure Statement, the
Movement in Reserves Statement, the Balance Sheet, the Cash Flow Statement and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that
has been applied in their preparation is applicable law and the CIPFA/LASAAC code of practice on local
authority accounting in the United Kingdom 2017/18.
In our opinion the financial statements:

give a true and fair view of the financial position of the Authority as at 31 March 2018 and of its
expenditure and income for the year then ended;

have been prepared properly in accordance with the CIPFA/LASAAC code of practice on local
authority accounting in the United Kingdom 2017/18; and

have been prepared in accordance with the requirements of the Local Audit and Accountability Act
2014.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
Authority in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
Who we are reporting to
This report is made solely to the members of the Authority, as a body, in accordance with Part 5 of the Local
Audit and Accountability Act 2014 and as set out in paragraph 43 of the Statement of Responsibilities of
Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. Our audit work has
been undertaken so that we might state to the Authority’s members those matters we are required to state to
them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Authority and the Authority's members as a body,
for our audit work, for this report, or for the opinions we have formed.
© 2018 Grant Thornton UK LLP | Audit Findings Report for West of England Combined Authority | 2017/18

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us
to report to you where:

the Interim Director of Investment and Corporate Services’ use of the going concern basis of
accounting in the preparation of the financial statements is not appropriate; or

the Interim Director of Investment and Corporate Services has not disclosed in the financial
statements any identified material uncertainties that may cast significant doubt about the Authority’s
ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

Other information
The Interim Director of Investment and Corporate Services is responsible for the other information. The
other information comprises the information included in the Statement of Accounts set out on pages 1 to 73
other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge of the Authority obtained in the course of our work including that gained
through work in relation to the Authority’s arrangements for securing value for money through economy,
efficiency and effectiveness in the use of its resources or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that we have nothing to report in this regard.
Other information we are required to report on by exception under the Code
of Audit Practice
Under the Code of Audit Practice published by the National Audit Office on behalf of the Comptroller and
Auditor General (the Code of Audit Practice) we are required to consider whether the Annual Governance
Statement does not comply with the ‘Delivering Good Governance in Local Government: Framework
(2016)’ published by CIPFA and SOLACE or is misleading or inconsistent with the information of which we
are aware from our audit. We are not required to consider whether the Annual Governance Statement
addresses all risks and controls or that risks are satisfactorily addressed by internal controls.
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We have nothing to report in this regard.
Opinion on other matter required by the Code of Audit Practice
In our opinion, based on the work undertaken in the course of the audit of the financial statements and our
knowledge of the Authority gained through our work in relation to the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of resources, the other information published together with
the financial statements in the Statement of Accounts, the Narrative Report and the Annual Governance
Statement for the financial year for which the financial statements are prepared is consistent with the
financial statements.
Matters on which we are required to report by exception
Under the Code of Audit Practice we are required to report to you if:

we have reported a matter in the public interest under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

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

we have exercised any other special powers of the auditor under the Local Audit and Accountability
Act 2014.
We have nothing to report in respect of the above matters.

Responsibilities of the Authority, the Chief Finance Officer and Those
Charged with Governance for the financial statements
As explained more fully in the Statement of Responsibilities set out on page 10 the Authority is required to
make arrangements for the proper administration of its financial affairs and to secure that one of its officers
has the responsibility for the administration of those affairs. In this authority, that officer is the Chief
Finance Officer. The Chief Finance Officer is responsible for the preparation of the Statement of Accounts,
which includes the financial statements, in accordance with proper practices as set out in the
CIPFA/LASAAC code of practice on local authority accounting in the United Kingdom 2017/18, which
give a true and fair view, and for such internal control as the Chief Finance Officer determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.
In preparing the financial statements, the Interim Director of Investment and Corporate Services and Chief
Finance Officer is responsible for assessing the Authority’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting unless the
Authority lacks funding for its continued existence or when policy decisions have been made that affect the
services provided by the Authority.
The Audit Committee is Those Charged with Governance.
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Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.
A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor’s report.

Report on other legal and regulatory requirements - Conclusion on the
Authority’s arrangements for securing economy, efficiency and effectiveness
in its use of resources
Conclusion
On the basis of our work, having regard to the guidance on the specified criterion issued by the Comptroller
and Auditor General in November 2017, we are satisfied that the Authority put in place proper arrangements
for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2018.
Responsibilities of the Authority
The Authority is responsible for putting in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources, to ensure proper stewardship and governance, and to review regularly
the adequacy and effectiveness of these arrangements.

Auditor’s responsibilities for the review of the Authority’s arrangements for
securing economy, efficiency and effectiveness in its use of resources
We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be satisfied that
the Authority has made proper arrangements for securing economy, efficiency and effectiveness in its use of
resources. We are not required to consider, nor have we considered, whether all aspects of the Authority's
arrangements for securing economy, efficiency and effectiveness in its use of resources are operating
effectively.
We have undertaken our review in accordance with the Code of Audit Practice, having regard to the
guidance on the specified criterion issued by the Comptroller and Auditor General in November 2017, as to
whether in all significant respects the Authority had proper arrangements to ensure it took properly
informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and
local people. The Comptroller and Auditor General determined this criterion as that necessary for us to
consider under the Code of Audit Practice in satisfying ourselves whether the Authority put in place proper
arrangements for securing economy, efficiency and effectiveness in its use of resources for the year ended 31
March 2018.
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We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we
undertook such work as we considered necessary to be satisfied that the Authority has put in place proper
arrangements for securing economy, efficiency and effectiveness in its use of resources.
Report on other legal and regulatory requirements - Certificate
We certify that we have completed the audit of the financial statements of the Authority in accordance with
the requirements of the Local Audit and Accountability Act 2014 and the Code of Audit Practice.

Signature to be added
Barrie Morris
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
2 Glass Wharf
Bristol
BS2 0ZX
X July 2018
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APPENDIX 3

12 July 2018

Dear Sirs
West of England Combined Authority
Financial Statements for the year ended 31 March 2017
This representation letter is provided in connection with the audit of the financial
statements of West of England Combined Authority for the year ended 31 March
2017 for the purpose of expressing an opinion as to whether the financial statements
give a true and fair view in accordance with International Financial Reporting
Standards and the CIPFA/LASAAC Code of Practice on Local Authority Accounting
in the United Kingdom 2016/17 and applicable law.
We confirm that to the best of our knowledge and belief having made such inquiries
as we considered necessary for the purpose of appropriately informing ourselves:
Financial Statements
i
We have fulfilled our responsibilities for the preparation of the financial
statements in accordance with proper practices as set out in the CIPFA/LASAAC
Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 ("the
Code") which give a true and fair view in accordance therewith.
ii
We have complied with the requirements of all statutory directions affecting
the Authority and these matters have been appropriately reflected and disclosed in
the financial statements.
iii
The Authority has complied with all aspects of contractual agreements that
could have a material effect on the financial statements in the event of noncompliance. There has been no non-compliance with requirements of regulatory
authorities that could have a material effect on the financial statements in the event
of non-compliance.
iv
We acknowledge our responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud.
v
Significant assumptions used by us in making accounting estimates, including
those measured at fair value, are reasonable.
vi
We are satisfied that the material judgements used in the preparation of the
financial statements are soundly based, in accordance with the Code and adequately
disclosed in the financial statements. There are no other material judgements that
need to be disclosed.

vii
a
b

Except as disclosed in the financial statements:
there are no unrecorded liabilities, actual or contingent
none of the assets of the Authority has been assigned, pledged or mortgaged
3 Rivergate, Temple Quay, Bristol, BS1 6EW
Tel: +44 (0)117 428 6210 – Email: mayor@westofengland-ca.gov.uk
www.westofengland-ca.gov.uk

c
there are no material prior year charges or credits, nor exceptional or nonrecurring items requiring separate disclosure.
viii
We confirm that we are satisfied that the actuarial assumptions underlying the
valuation of pension scheme assets and liabilities for IAS19 Employee Benefits
disclosures are consistent with our knowledge. We confirm that all settlements and
curtailments have been identified and properly accounted for. We also confirm that
all significant post-employment benefits have been identified and properly accounted
for.
ix
Related party relationships and transactions have been appropriately
accounted for and disclosed in accordance with the requirements of the Code.
x
All events subsequent to the date of the financial statements and for which
the Code requires adjustment or disclosure have been adjusted or disclosed.
xi
Actual or possible litigation and claims have been accounted for and
disclosed in accordance with the requirements of the Code.
xii
We have considered the misclassification and disclosures changes schedules
included in your Audit Findings Report. The financial statements have been amended
for these misstatements, misclassifications and disclosure changes and are free of
material misstatements, including omissions.
xiii
We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.
xiv
We believe that the Authority’s financial statements should be prepared on a
going concern basis on the grounds that current and future sources of funding or
support will be more than adequate for the Authority’s needs. We believe that no
further disclosures relating to the Authority's ability to continue as a going concern
need to be made in the financial statements.

Information Provided
xv
We have provided you with:
a
access to all information of which we are aware that is relevant to the
preparation of the financial statements such as records, documentation and other
matters;
b
additional information that you have requested from us for the purpose of
your audit; and
c
unrestricted access to persons within the Authority from whom you
determined it necessary to obtain audit evidence.
xvi
We have communicated to you all deficiencies in internal control of which
management is aware.
xvii
All transactions have been recorded in the accounting records and are
reflected in the financial statements.

3 Rivergate, Temple Quay, Bristol, BS1 6EW
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xviii
We have disclosed to you the results of our assessment of the risk that the
financial statements may be materially misstated as a result of fraud.
xix
We have disclosed to you all our knowledge of fraud or suspected fraud
affecting the Authority involving:
a
management;
b
employees who have significant roles in internal control; or
c
others where the fraud could have a material effect on the financial
statements.
xx
We have disclosed to you all our knowledge of any allegations of fraud, or
suspected fraud, affecting the Authority’s financial statements communicated by
employees, former employees, regulators or others.
xxi
We have disclosed to you all known instances of non-compliance or
suspected non-compliance with laws and regulations whose effects should be
considered when preparing financial statements.
xxii
We have disclosed to you the identity of all the Authority's related parties and
all the related party relationships and transactions of which we are aware.
xxiii
We have disclosed to you all known actual or possible litigation and claims
whose effects should be considered when preparing the financial statements.
Annual Governance Statement
xxiv
We are satisfied that the Annual Governance Statement (AGS) fairly reflects
the Authority's risk assurance and governance framework and we confirm that we are
not aware of any significant risks that are not disclosed within the AGS.
Narrative Report
xxv
The disclosures within the Narrative Report fairly reflect our understanding of
the Authority's financial and operating performance over the period covered by the
financial statements.
Approval
The approval of this letter of representation was minuted by the Authority's Audit
Committee at its meeting on 12 July 2018.
Yours faithfully
Name……………………………
Position………………………….
Date…………………………….
Name……………………………
Position…………………………
Date…………………………….
Signed on behalf of the Audit Committee
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Our Ref
Your Ref

APPENDIX 4

Grant Thornton UK LLP
2 Glass Wharf
Bristol
BS2 0ZX
12 July 2018

Dear Sirs
West of England Combined Authority
Financial Statements for the year ended 31 March 2018
This representation letter is provided in connection with the audit of the financial
statements of West of England Combined Authority for the year ended 31 March
2018 for the purpose of expressing an opinion as to whether the Authority financial
statements are presented fairly, in all material respects in accordance with
International Financial Reporting Standards and the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2017/18 and
applicable law.
We confirm that to the best of our knowledge and belief having made such inquiries
as we considered necessary for the purpose of appropriately informing ourselves:
Financial Statements
i
We have fulfilled our responsibilities for the preparation of the Authority’s
financial statements in accordance with International Financial Reporting Standards
and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2017/18 ("the Code"); in particular the financial statements are fairly
presented in accordance therewith.
ii
We have complied with the requirements of all statutory directions affecting
the Authority and these matters have been appropriately reflected and disclosed in
the financial statements.
iii
The Authority has complied with all aspects of contractual agreements that
could have a material effect on the financial statements in the event of noncompliance. There has been no non-compliance with requirements of any regulatory
authorities that could have a material effect on the financial statements in the event
of non-compliance.
iv
We acknowledge our responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud.
v
Significant assumptions used by us in making accounting estimates, including
those measured at fair value, are reasonable.
vi
a
b

Except as disclosed in the financial statements:
there are no unrecorded liabilities, actual or contingent
none of the assets of the Authority has been assigned, pledged or mortgaged
3 Rivergate, Temple Quay, Bristol, BS1 6EW
Tel: +44 (0)117 428 6210 – Email: mayor@westofengland-ca.gov.uk
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c
there are no material prior year charges or credits, nor exceptional or nonrecurring items requiring separate disclosure.
vii
We confirm that we are satisfied that the actuarial assumptions underlying the
valuation of pension scheme assets and liabilities for IAS19 Employee Benefits
disclosures are consistent with our knowledge. We confirm that all settlements and
curtailments have been identified and properly accounted for. We also confirm that
all significant post-employment benefits have been identified and properly accounted
for.
viii
Related party relationships and transactions have been appropriately
accounted for and disclosed in accordance with the requirements of International
Financial Reporting Standards and the Code.
ix
All events subsequent to the date of the financial statements and for which
International Financial Reporting Standards and the Code require adjustment or
disclosure have been adjusted or disclosed.
x
We have considered the adjusted misstatements, and misclassification and
disclosures changes schedules included in your Audit Findings Report. The Authority
financial statements have been amended for these misstatements, misclassifications
and disclosure changes and are free of material misstatements, including omissions.
xi
Actual or possible litigation and claims have been accounted for and
disclosed in accordance with the requirements of International Financial Reporting
Standards.
xii
We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.
xiii
We believe that the Authority’s financial statements should be prepared on a
going concern basis on the grounds that current and future sources of funding or
support will be more than adequate for the Authority’s needs. We believe that no
further disclosures relating to the Authority's ability to continue as a going concern
need to be made in the financial statements.

Information Provided
xiv
We have provided you with:
a.
access to all information of which we are aware that is relevant to the
preparation of the Authority financial statements such as records, documentation and
other matters;
b.
additional information that you have requested from us for the purpose of
your audit; and
c.
unrestricted access to persons within the Authority from whom you
determined it necessary to obtain audit evidence.
xv
We have communicated to you all deficiencies in internal control of which
management is aware.
xvi
All transactions have been recorded in the accounting records and are
reflected in the financial statements.
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xvii
We have disclosed to you the results of our assessment of the risk that the
financial statements may be materially misstated as a result of fraud.
xviii
We have disclosed to you all information in relation to fraud or suspected
fraud that we are aware of and that affects the Authority and involves:
a.
management;
b.
employees who have significant roles in internal control; or
c.
others where the fraud could have a material effect on the financial
statements.
xix
We have disclosed to you all information in relation to allegations of fraud, or
suspected fraud, affecting the financial statements communicated by employees,
former employees, analysts, regulators or others.
xx
We have disclosed to you all known instances of non-compliance or
suspected non-compliance with laws and regulations whose effects should be
considered when preparing financial statements.
xxi
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.
xxii
We have disclosed to you all known actual or possible litigation and claims
whose effects should be considered when preparing the financial statements.

Approval
The approval of this letter of representation was minuted by the Authority’s Audit
Committee at its meeting on 12 July 2018.

Yours faithfully
Name……………………………
Position………………………….
Date…………………………….
Name……………………………
Position………………………….
Date…………………………….
Signed on behalf of the Audit Committee
Additional written representations from management or those charged with
governance
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The general letter of representation includes all written representations that are
required to be made by management or those charged with governance for every
audit.
In addition to the required representations, other ISAs (UK) require the auditor to
request written representations when certain factors or situations are triggered.
These ISAs and the representations are included in section 1 below.
The auditor may also determine it is necessary to obtain one or more written
representations to support other audit evidence relevant to the financial statements
or one or more specific assertions in the financial statements. Section 2 includes
some examples of such representations.
1 Representations required by other ISAs where applicable
ISA 540.22 Auditing accounting estimates
The auditor should request specific representations from management and, where
appropriate, those charged with governance about whether significant assumptions
used in making accounting estimates are reasonable.
ISA 570.16(e) Going concern
Where events or conditions have been identified that may cast significant doubt on
the entity's ability to continue as a going concern (irrespective of whether a material
uncertainty exists) the auditor should request specific representations from
management and, where appropriate, those charged with governance regarding their
plans for future actions and the feasibility of these plans.
ISA 570.A20 Going concern
There may be situations where it is appropriate to obtain specific representations
beyond those required by ISA 570.16(e) in support of audit evidence obtained
regarding management’s plans for future actions in relation to its going concern
assessment and the feasibility of those plans.
ISA 710.9 Comparative information
The auditor should request specific representations from management about any
restatement made to correct a material misstatement in prior period financial
statements that affect the comparative information.
2 Other representations
ISA 580.A10 Written representations [Financial Statements]
Where relevant the auditor may want to request other representations about the
following:
whether the selection and application of accounting policies are appropriate;
whether matters such as the following have been recognised, measured, presented
or disclosed in accordance with the applicable financial reporting framework:
Plans or intentions that may affect the carrying value or classification of assets and
liabilities;
Liabilities, both actual and contingent;
Title to, or control over, assets, the liens or encumbrances on assets, and assets
pledged as collateral;
Aspects of laws, regulations and contractual agreements that may affect the financial
statements, including non-compliance.
Examples of representations:
Under Financial Statements:
Except as stated in the financial statements:
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a.
there are no unrecorded liabilities, actual or contingent
b.
none of the assets of the company has been assigned, pledged or mortgaged
c.
there are no material prior year charges or credits, nor exceptional or nonrecurring items requiring separate disclosure.
There were no transactions, arrangements or agreements to provide credit facilities,
(including loans, quasi-loans or credit transactions and guarantees to involving
directors or officers that should be disclosed in the financial statements under section
412 and 413 of the Companies Act 2006 except as disclosed in note [..].
The company has complied with all aspects of contractual agreements that could
have a material effect on the financial statements in the event of non-compliance.
There has been no non-compliance with requirements of regulatory authorities that
could have a material effect on the financial statements in the event of noncompliance.
We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.
We have no plans to abandon lines of product or other plans or intentions that will
result in any excess or obsolete inventory, and no inventory is stated at an amount in
excess of net realisable value.
We have signed sales and service franchise agreements with the manufacturer
under the new Block Exemptions regulations. We are not serving the termination
period for any current franchised held, nor have we been notified of any impending
franchise termination notice from any manufacturer. We anticipate meeting all
standards and special arrangements required by the manufacturer.
ISA 580.A11 Written representations [Information Provided to the Auditor]
In addition to the standard written representations required by ISA 580.11 for all
audits, the auditor may consider it necessary to request that management provide
the following representation:
Under Information Provided:
We have communicated to you all deficiencies in internal control of which we are
aware.
ISA 580.A12-A13 Written representations [Specific Assertions]
The auditor may consider it necessary to request that management provide written
representations in other areas of the financial statements such as:
profit or losses foreseen on long term contract work in progress
likely outcomes of litigation or uncertain situations
representations concerning transactions which involve the application of specific
areas of PAYE/NI, VAT or other corporate taxes eg casual labour
any further areas of completeness or judgement
any other areas where representations are necessary to provide adequate audit
evidence.
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