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1. BACKGROUND 

 

1.1 The External Auditors are required by the International Standard on Auditing 
260 (ISA 260) to communicate about the audit of the Authority’s financial 
statements to those charged with governance. This communication is in the 
form of a written report, which is attached as Appendix A. 

 
1.2 This covering report sets out the key points within the ISA 260 report. The 

principal purposes of the Auditors’ report are: 
 

 To present key issues identified during the audit of the financial 
statements for the year ended 31 March 2016 and any material 
misstatements in the accounts; 

 

 To report on any key issues for governance; 
 

 To report on the Auditors’ Value for Money conclusion; 
 

 To give an “audit opinion” on the financial statements; 
 

 To report on the implementation of any recommendations in the previous 
year’s ISA 260 report; 

 

 To seek approval to the management representation letter, which 
confirms the Authority’s responsibilities and actions in relation to the 
financial statements. 

 
1.3 The KPMG Manager of the Authority’s audit will be attending the meeting to 

present the report and answer any questions arising, and will also provide 
Members with an update on the audit work completed since this report was 
written. 

 

2. REPORT 

 
2.1 The annual audit is in the completion stage and the ISA 260 report sets out 

the key issues to be considered by Members prior to the audit opinion being 
issued. 

 
2.2 The ISA 260 report confirms that the Auditors expect to issue an unqualified 

audit opinion by the statutory deadline of 30 September 2016, and an 
unqualified Value for Money conclusion. In addition, the Auditors confirm that 
the Annual Governance Statement complies with the relevant CIPFA / 
SOLACE guidance on corporate governance. 

 
2.3 The audit did not identify any material or significant errors in the financial 

statements. There were a few minor presentational corrections required and 
one adjustment to an accounting policy. None of these impacted on the 



Authority’s reported General Fund balance, and all amendments suggested 
by the Auditors have been made. 

 
2.4 There were no recommendations made in the ISA 260 report for 2014/15 and 

therefore no follow up was required this year. 
 
2.5 The Auditors’ report confirms that the Authority’s accounts were completed 

by the statutory deadline of 30th June and presented for audit, that accounting 
processes and working papers were of good quality, and that Officers 
responded efficiently to audit queries. The statutory deadline for closing local 
authority accounts is being brought forward and will be 31st May for the 
2017/18 accounts. The Finance Team has been working towards this earlier 
closedown since 2014/15 and this year had planned to complete the 
accounts by 10th June. The Head of Finance therefore agreed to a proposal 
by the Auditors to commence the audit on 13th June, however the deadline 
was not achieved this year due to the discovery of an error in the valuation of 
a fire station by the Valuation Office 5 years earlier. The unravelling of five 
years’ of transactions relating to this error, and the correction of these 
transactions, proved to be complex and time consuming and the accounts 
could not be completed until 28th June as a result. This meant that the 
Auditors could not complete their audit work in the original time allocated for 
the audit and had to return to the Authority at a later date to continue the 
work. The additional cost of the audit, as a result of this issue, is £1,631. 

 
2.6 The ISA 260 report makes three recommendations: 
 

2.6.1 The closedown plan for 2016/17 should allow for an earlier 
closedown and preparation of the financial statements. The 
management response to this recommendation is that the closedown 
plan for 2016/17 will aim for a deadline of 7th June 2017, and work is in 
progress to ensure that closedown work processes continue to 
improve in efficiency. 

 
2.6.2 The Authority should ensure that there is an audit trail to 

evidence appropriate authorisation of all journals. The 
management response to this recommendation is that for those few 
journal types where electronic authorisation does not take place, a 
revised process has been put in place to record evidence of manual 
authorisation. 

 
2.6.3 Related party returns should be provided promptly in order to 

verify the accuracy of the related party transactions within the 
accounts. The management response to this recommendation is that 
the Finance Team will work with the Clerk to the Fire Authority in 
future to ensure that all related party confirmations from Members are 
returned within an appropriate timescale. 

 
2.7 Section four of the ISA 260 report includes the Auditors’ review of the 

Medium Term Financial Strategy, which is reported elsewhere on the agenda 
for this meeting. 

 



    

3. FINANCIAL IMPLICATIONS 

 
The annual cost of external audit work this year is £32,681, which is £1,631 higher 
than budgeted for due to the issue explained in paragraph 2.5. 
 

4. HUMAN RESOURCES AND LEARNING AND DEVELOPMENT 
IMPLICATIONS 

 
There are no specific human resources and learning and development implications 
arising from this report. 
 

5. EQUALITY IMPACT ASSESSMENT 

 

An equality impact assessment has not been carried out because this is a report 
about the External Audit of the financial statements and not a new policy. 
 

6.      CRIME AND DISORDER IMPLICATIONS 

 
There are no crime and disorder implications arising from this report. 
 

7.      LEGAL IMPLICATIONS 

 
There are no legal implications arising from this report. 
 

8. RISK MANAGEMENT IMPLICATIONS 

 

The work of the External Auditors in their audit of the Authority’s financial 
statements provides an independent view of the adequacy of internal controls, the 
accuracy of the final accounts and an assessment of the Authority’s arrangements 
for achieving value for money. This provides Members with some assurance about 
the quality of financial management and financial reporting within the Authority. 



 

9. RECOMMENDATIONS 

 

9.1 That Members note the contents of the External Auditors’ ISA 260 report, 
attached as Appendix A. 

 
9.2 That Members approve the management representation letter to the External 

Auditors as set out in Appendix B. 
 

 

10. BACKGROUND PAPERS FOR INSPECTION (OTHER THAN PUBLISHED 
DOCUMENTS) 

 
None. 
 
 
 
 
 
JOHN BUCKLEY    NEIL TIMMS 
CHIEF FIRE OFFICER   TREASURER TO THE FIRE AUTHORITY 
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