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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 primarily 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 

any control weaknesses, we will report these to you.  In consequence, our work 

cannot be relied upon to disclose defalcations or other irregularities, or to 

include all possible improvements in internal control that a more extensive 

special examination might identify. 

 

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. 

 

Disclaimer 
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Executive summary 

Executive summary 

Overall review of 

financial 

statements 

Purpose of this report 

This report highlights the key matters arising from our audit of Worcestershire 

Pension Fund's ('the Fund') financial statements for the year ended 31 March 

2014. It is also used to report our audit findings to management and those charged 

with governance in accordance with the requirements of International Standard on 

Auditing 260 (ISA).  

 

Under the Audit Commission's Code of Audit Practice we are required to report 

whether, in our opinion, the Fund's financial statements present a true and fair 

view of the financial position, its expenditure and income for the year and whether 

they have been properly prepared in accordance with the CIPFA Code of Practice 

on Local Authority Accounting.  

 

Introduction 

In the conduct of our audit we have slightly altered  our planned audit approach, 

which we communicated to you in our Audit Plan dated 11th March 2014, to 

include contributions as an area of reasonably possible risk.  Further detail is 

contained in section 2. 

 

Our audit is substantially complete although we are finalising our work in the 

following areas:  

 

• completion of confirmation of balances from the custodian and fund managers, 

• completion of final specialist partner review and national review of final 

accounts by technical team,  

• review of the final version of the financial statements, 

 

 

 

• obtaining and reviewing the final management letter of representation, 

• updating our post balance sheet events review, to the date of signing the 

opinion,  

• review of the annual report, and 

• completion of the assurance controls work required by admitted bodies in 

relation to IAS 19. 

 

We cannot formally conclude the audit and issue an audit certificate until the 

appointed day and conclusion of the public inspection period for the accounts. 

Should we receive any formal objections to the accounts, we would need to 

evaluate the nature of the objection and consider the impact on the accounts. 

This may delay the date we are able to issue the opinion. 

 

We received draft financial statements and accompanying working papers at the 

start of our audit, in accordance with the agreed timetable. 
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Executive summary 

Overall review of 

financial 

statements 

Key issues arising from our audit 

 

Financial statements opinion 

  

We have not identified any adjustments affecting the Fund's reported financial 

position and plan to give an unqualified opinion. We have agreed with officers 

some minor adjustments to improve the presentation of the accounts.  

 

The key messages arising from our audit of the Fund's financial statements are: 

• As in previous years the audit of the pension fund has run smoothly with good 

working papers,  

•   We have no adjusted or unadjusted misstatements to report,  

• While some control deficiencies have been highlighted as areas for 

improvement these are not considered significant. 

 

Further details are set out in section 2 of this report. 

 

Controls 

The Council's management is responsible for the identification, assessment, 

management and monitoring of risk, and for developing, operating and monitoring 

the system of internal control. 

 

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 any control 

weaknesses, we  report these to the Council as the administrating authority. 

 

We have identified one control issue in relation to member data. Further details are 

provided within section 2 of this report. 

 

 

 

 

 

 

 

 

 

The way forward 

Matters arising from the financial statements have been discussed with the 

Director of Resources and the finance team. 

 

Acknowledgment 

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. 

 

 

 

Grant Thornton UK LLP 

June 2014 
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Audit findings 

 

 

 

 

Audit findings 

Overview of audit 

findings 

In this section we present our findings in respect of matters and risks identified at 

the planning stage of the audit and additional matters that arose during the course 

of our work. We set out on the following pages the work we have performed and 

findings arising from our work in respect of the audit risks we identified in our 

audit plan, presented to the Audit Committee on 11 March 2014.  We also set out 

the adjustments to the financial statements arising from our audit work and our 

findings in respect of internal controls. 

 

Changes to Audit Plan 

Following discussions with our technical team we have included contributions as a 

reasonably possible risk area within the audit.  This was considered appropriate 

given the material nature of the balance and the number of transactions that are 

processed on an annual basis. The work we have completed in this area is set out 

on page 11. 

 
Audit opinion 

We anticipate that we will provide the Fund with an unmodified opinion.  
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Audit findings against significant risks 

  Risks identified in our audit plan Work completed Assurance gained and issues arising 

1.  Improper revenue recognition 

Under ISA 240 there is a presumed risk that revenue 

may be misstated due to improper recognition  

We rebutted this presumption during the interim phase 

of the audit, and this was communicated to members 

as part of the audit plan. 

Our audit work has not identified any issues in respect 

of revenue recognition. 

 

2.  Management override of controls 

Under ISA 240 there is a presumed risk of 

management over-ride of controls 

 review of accounting estimates, judgements and 

decisions made by management 

 testing of journal entries 

 review of unusual significant transactions 

Our audit work has not identified any evidence of 

management override of controls. In particular the 

findings of our review of journal controls and testing of 

journal entries has not identified any significant 

issues. Our testing did  however identify three journals 

where there was no evidence that these had been 

authorised.  A review of the supporting documentation 

for these journals did not raise any areas of concern. 

We set out later in this section of the report our work 

and findings on key accounting estimates and 

judgments.  

 

Audit findings 

Significant findings 

"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, either due to size 

or nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is significant measurement 

uncertainty" (ISA 315).  

In this section we detail our response to the significant risks of material misstatement which we identified in the Audit Plan.  As we noted in our plan, there are two 

presumed significant risks which are applicable to all audits under auditing standards. 
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Audit findings against other risks 

Transaction cycle Description of risk Work completed Assurance gained & issues arising 

Investments Investments not valid 

Investment activity not valid 

Fair value measurement not 

correct 

We have documented the controls in relation to this cycle and walked 

these through to confirm our understanding. 

We have reviewed the reconciliation of information provided by the 

fund managers, the custodian and the Pension Fund's own records.  

This work is yet to be completed as we are awaiting information from 

the custodian at the date of writing the report. 

We have obtained direct confirmation of investment balances from the 

custodian and external fund managers and gained explanations for 

variances identified. 

We have obtained direct confirmation of the existence of investments 

with the custodian and fund managers. 

We have tested a sample of investments to independent data to 

ensure they are recorded at the correct value. 

Our audit work  to date has not identified any 

significant issues in relation to the risk 

identified. 

 

 

Benefit payments Benefits improperly 

calculated/claims liability 

understated 

We have documented the controls in relation to this cycle and walked 

these through to confirm our understanding. 

We have tested a sample of individual pensions in payment, lump sum 

benefits and refunds back to appropriate source documentation. 

We have reviewed pensions paid compared to changes in pensioner 

numbers and increases applied in the year together with comparing 

pensions paid on a monthly basis to ensure that any unusual trends 

are satisfactorily explained. 

Our audit work has not identified any 

significant issues in relation to the risk 

identified. 

Audit findings 

Significant findings 

(continued) 

In this section we detail our response to the other risks of material misstatement which we identified in the Audit Plan.  Recommendations, together with management 

responses, are attached at Appendix A.   
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Transaction cycle Description of risk Work completed Assurance gained & issues arising 

Contributions Recorded contributions not 

correct.  

We have undertaken the following work in relation to this 

risk:  

• Documented the controls in relation to this cycle and 

walked these through to confirm our understanding, 

• Confirmed with the fund that it received all expected 

contributions from member bodies, 

• Rationalised contributions received with reference to 

changes in member body payrolls and numbers of 

contributing pensioners to ensure that any 

unexpected trends are satisfactorily explained. 

• Tested a sample of contributions to source data. 

 

Our audit work has not identified any significant 

issues in relation to the risk identified. 
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Accounting policies, estimates & judgements  

Accounting area Summary of policy Comments Assessment 

Revenue recognition There are two key policies in relation to 

revenue recognition: that for contribution 

income and that for investment income.  

Normal contributions are accounted for in the 

payroll month to which they relate.  

Investment income from equities is accounted 

for on the date stocks are quoted ex-dividend. 

Income from fixed interest and index-linked 

securities, cash and short term deposits is 

accounted for on an accruals basis, as is 

income from other investments.   

 

 The policies are considered  appropriate under the accounting 

framework in place. 

 

 

 

Judgements and estimates Because of the nature of the fund no 

significant accounting judgements have been 

made, with all judgements following the 

requirements set out in the Code.  

 

Similarly because of the balance of 

investments made by the fund there is little 

estimation uncertainty because valuations are 

made based on market data.  

 The policies are considered appropriate under the accounting 

framework in place.     

 

 

 

Other accounting policies The remainder of the Fund's Accounting 

policies are set out in part 5 of the accounts. 

These have been reviewed as a result of 

undertaking the detailed testing of the fund 

balances.  

  

 

 Our review of accounting policies has highlighted  some areas 

that would benefit from clarification.  Officers have agreed to 

make these changes, none of which are considered individually 

significant. 

 

 

Assessment 

  Marginal accounting policy which could potentially attract attention from regulators   Accounting policy appropriate but scope for improved disclosure  

  Accounting policy appropriate and disclosures sufficient 

Audit findings 

Significant findings 

– accounting 

policies# 

In this section we report on our consideration of accounting policies, in particular revenue recognition policies,  and key estimates and judgements made and included with the Council's 

financial statements.   
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Misclassifications & disclosure changes 

Audit findings 

 

Guidance note 

The table is available in the 

‘Audit Findings template’ on the 

Mercury tab in Excel. 

Tab: Adjusted misstatements 

Adjusted 

misstatements 

Adjustment type Account balance Impact on the financial statements 

Presentation and 

disclosure 

Various Our review of the accounts highlighted a number of minor 

improvements that were required to be made to the accounts.  

None of these were individually significant and they have been 

made to improve the final presentation and aid clarity for the 

reader. 

 

Examples include, amending note 23 to the accounts to clarify 

that additional voluntary contributions are not consolidated 

within the pension fund accounts, and adding an additional 

disclosure to explain that the incorporation of  the 

requirements of IFRS 13 into the Code has been deferred until 

2014/15.  This is in addition to the need to tidy up formatting 

and some punctuation prior to publication. 

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.  
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Internal controls 

The purpose of an audit is to express an opinion on the financial statements. 

Our audit included consideration of internal controls relevant to the preparation of the financial statements in order to design audit procedures that are appropriate in 

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal control. 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. 

 

  Assessment Issue and risk Comments 

2. 
  As part of our responsibilities as the auditor of the 

pension fund we are required to provide a level of 

assurance to the auditors of a number of admitted 

bodies, should they request it.  The assurances include 

comments around the controls in place for member 

data.  A key control in relation to member data is the 

reconciliation that is carried out at year end between 

the ALTAIR system and returns from each employer 

that contribute to the scheme.  Given the timing of 

our audit, these have not been returned from all 

employers, and therefore the control has not been 

fully implemented. 

 We need to update our review in this area prior to responding to admitted 

bodies. 

Audit findings 

Assessment  

 Significant deficiency – risk of significant misstatement 

 Deficiency – risk of inconsequential misstatement 

Internal controls 
 

Guidance note 

Issue and risk must include a 

description of the deficiency and 

an explanation of its potential 

effect. In explaining the potential 

effect it is not necessary to 

quantify. 

 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 
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Other communication requirements 

  Issue Commentary 

1. Matters in relation to fraud  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. 

2. Matters in relation to laws and 

regulations 

 We are not aware of any significant incidences of non-compliance with relevant laws and regulations. 

3. Written representations  A letter of representation has been requested from the Fund. 

4. Disclosures  Our review found no material omissions in the financial statements. 

5. Matters in relation to related 

parties 

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

6. Going concern  Our work has not identified any reason to challenge the Fund's decision to prepare the financial statements on a going concern basis. 

Audit findings 

Other 

communication 

requirements# 

We set out below details of other matters which we are required by auditing standards to communicate to those charged with governance. 
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Fees 

Per Audit plan 

£ 

Actual fees  

£ 

Pension fund scale fee 24,963 24,963 

Agreed fee variation 1,193 1,193 

Total audit fees 26,156 26,156 

Fees, non audit services and independence 

We confirm below our final fees charged for the audit. 

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 Auditing Practices 

Board's Ethical Standards and therefore we confirm that we 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 

Auditing Practices Board's Ethical Standards. 

 

 

Fees for other services 

Service Fees £ 

None  Nil 

 

Guidance note 

'Fees for other services' is to be 

used where we need to 

communicate agreed fees in 

advance of the audit.  At the 

time of preparation of the Audit 

Plan it is unlikely that full 

information as to all fees 

charged by GTI network firms 

will be available. Disclosure of 

these fees, threats to 

independence and safeguards 

will therefore be included in the 

Audit Findings report. 

 

Red text is generic and should 

be updated specifically for your 

client. 

Once updated, change text 

colour back to black. 

Details of the fee variation were included within the 

audit plan dated 11th March.  Members agreed this 

variation.  

The fee variation above takes account of the work we  

are required to undertake for admitted bodies within the 

Audit Commission regime.  We have recently received 

requests from two housing trusts, which we are required 

to respond to.  We will discuss with officers an 

additional fee variation for these responses. 

Fees, non audit services and independence 
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Communication of  audit matters to those charged with governance 

Our communication plan 

Audit 

Plan 

Audit 

Findings 

Respective responsibilities of auditor and management/those 

charged with governance 

 

Overview of the planned scope and timing of the audit. Form, timing 

and expected general content of communications 

 

Views about the qualitative aspects  of the entity's accounting and 

financial reporting practices, significant matters and issues arising 

during the audit and written representations that have been sought 

 

Confirmation of independence and objectivity   

A statement that we have complied with relevant ethical 

requirements regarding independence,  relationships and other 

matters which might  be thought to bear on independence.  

Details of non-audit work performed by Grant Thornton UK LLP and 

network firms, together with  fees charged  

Details of safeguards applied to threats to independence 

 

 

 

Material weaknesses in internal control identified during the audit  

Identification or suspicion of fraud involving management and/or 

others which results in material misstatement of the financial 

statements 

 

Compliance with laws and regulations  

Expected auditor's report  

Uncorrected misstatements  

Significant matters arising in connection with related parties  

Significant matters in relation to going concern  

International Standard on Auditing (ISA) 260, as well as other ISAs, prescribe matters 

which we are required to communicate with those charged with governance, and which 

we set out in the table opposite.   

The Audit Plan outlined our audit strategy and plan to deliver the audit, while this Audit 

Findings report presents the key issues and other matters arising from the audit, together 

with an explanation as to how these have been resolved. 

Respective responsibilities 

The Audit Findings Report has been prepared in the context of the Statement of 

Responsibilities of Auditors and Audited Bodies issued by the Audit Commission 

(www.audit-commission.gov.uk).  

We have been appointed as the Council's independent external auditors by the Audit 

Commission, the body responsible for appointing external auditors to local public bodies 

in England. As external auditors, we have a broad remit covering finance and 

governance matters.  

Our annual work programme is set in accordance with the Code of Audit Practice ('the 

Code') issued by the Audit Commission and includes nationally prescribed and locally 

determined work. Our work considers the Council's key risks when reaching our 

conclusions under the Code.  

It is the responsibility of the Council to ensure that proper arrangements are in place for 

the conduct of its business, and that public money is safeguarded and properly 

accounted for.  We have considered how the Council is fulfilling these responsibilities. 

Communication of audit matters 
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Grant Thornton UK LLP 

Colmore Plaza 

20 Colmore Circus 

Birmingham  

B4 6AT 

 

Dear Sirs 

Worcestershire County Council 

Financial Statements for the year ended 31 March 2014 

This representation letter is provided in connection with the audit of the financial statements of 

Worcestershire County Council for the year ended 31 March 2014 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.  All representations cover both the Council's accounts and 

Pension Fund accounts included within the financial statements. 

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 Great Britain ("the Code") as adapted for International 

Financial Reporting Standards; in particular the financial statements give a true and fair 

view in accordance therewith. 

ii. We have complied with the requirements of all statutory directions and these matters have 

been appropriately reflected and disclosed in the financial statements. 

iii. We acknowledge our responsibility for the design, implementation and maintenance of 

internal control to prevent and detect fraud. 

iv. Significant assumptions used by us in making accounting estimates, including those 

measured at fair value, are reasonable. 

v. We are satisfied that the material judgements used by us 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 further material judgements that need to be disclosed. 

vi. We confirm that we are satisfied that the actuarial assumptions underlying the valuation of 

pension scheme liabilities for IAS19 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 retirement benefits have been identified and 

properly accounted for (including any arrangements that are statutory, contractual or 
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implicit in the employer’s actions, that arise in the UK or overseas, that are funded or 

unfunded). 

vii. 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. 

viii. All events subsequent to the date of the financial statements and for which International 

Financial Reporting Standards and the code requires adjustment or disclosure have been 

adjusted or disclosed.   

ix. We have not adjusted the misstatements brought to our attention in the Audit Findings 

report, which are considered to be immaterial to the results of the Council and its financial 

position at the year-end.  The financial statements are free of material misstatements, 

including omissions. 

x. We have no plans or intentions that may materially alter the carrying value or classification 

of assets and liabilities reflected in the financial statements. 

xi. We believe that the Council’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 Council’s needs. We believe that no further disclosures relating to 

the Council's ability to continue as a going concern need to be made in the financial 

statements. 

Information Provided 

xii. 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 Council from whom you determined 

it necessary to obtain audit evidence. 

xiii. We have communicated to you all deficiencies in internal control of which management is 

aware. 

xiv. All transactions have been recorded in the accounting records and are reflected in the 

financial statements. 

xv. 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. 
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xvi. We have disclosed to you all information in relation to fraud or suspected fraud that we are 

aware of and that affects the Council and involves: 

d. management; 

e. employees who have significant roles in internal control; or 

f. others where the fraud could have a material effect on the financial statements. 

xvii. We have disclosed to you all information in relation to allegations of fraud, or suspected 

fraud, affecting the Council’s financial statements communicated by employees, former 

employees, regulators or others. 

xviii. 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. 

xix. We have disclosed to you the entity of the Council's related parties and all the related party 

relationships and transactions of which we are aware. 

Annual Governance Statement 

xx. We are satisfied that the Annual Governance Statement (AGS) fairly reflects the Council'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 

Approval 

The approval of this letter of representation was minuted by the Council's Audit Committee at 

its meeting on 27 June 2014. 

 

Signed on behalf of the Council 

 

Name…………………………… 

 

Position…………………………. 

 

Date……………………………. 
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Audit and Governance Committee 

27 June 2014 

6.        ANNUAL GOVERNANCE STATEMENT  

 

Recommendation 1. The Chief Executive recommends that the Annual 

Governance Statement be approved.   

 

Background Information 2. The Accounts and Audit Regulations 2011 require the 
County Council to conduct a review at least once a year of 
the effectiveness of its system of internal control and 
publish an Annual Governance Statement (AGS) each 
year with the Authority’s financial statements.  
Responsibility for the review and approval of the AGS has 
been delegated to this Committee.  
 

 3. The purpose of the AGS process is to provide a 
continuous review of the effectiveness of internal control 
and risk management systems so as to obtain assurance 
of their effectiveness. 
 

        4. This assurance is obtained from reliance on signed 
certificates from each Head of Service, and in turn from 
each Chief Officer. 
 

 5. In preparing their own assurance certificate, each 
Chief Officer has confirmed: 

(a) that the Corporate Plan adequately identifies the 
principal statutory obligations and organisational 
objectives that fall within their responsibilities;  

(b) that these are reflected appropriately and managed 
in their Directorate Risk Registers; and 

(c) the extent to which their internal control systems 
were effective during the year. 

Any issues arising have been reflected where appropriate 
in the AGS. 
 

 6. The Annual Governance Statement confirms the 
overall assurance of the Council’s systems and has been 
signed by the Chief Executive and Leader of the Council 
and is attached as an appendix.   
 

Supporting Information Annual Governance Statement – Appendix 

 

Contact Points County Council Contact Points 
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 Worcester (01905) 763763, Kidderminster (01562) 822511 
or Minicom: Worcester (01905) 766399 
 

 Specific Contact Points for this Report 
Clare Marchant, Chief Executive (01905 6100) Email: 
cmarchant@worcestershire.gov.uk 
 

Background Papers In the opinion of the proper officer (in this case the Chief 
Executive) the following are the background papers relating 
to the subject matter of this report:- 
 
Statement of Accounts 2013/14 
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