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Audit Committeeprogressreportand update — West Midlands Fire & Rescue Authority

Introduction

This paper provides the Audit Committee with a report on progress in delivering our
responsibilities as your external auditors.

Members of the Audit Committee can find further useful material on ourwebsite www.grant-thornton.co.uk, where we have a section dedicated to
our work in the public sector. Here you can download copies of our publications:

*  Learning from innovative income generatlon practlces (March 2017)

Members and officers may also be interested in outrecent video:

*  Why the public sector is an integral part in helping to build a vibrant economy. This short video explains our ambition of helping the public
sector to make bold steps to benefit our communities, dlents and its stakeholders

If you would like further information on any items in this briefing, or would like to register with Grant Thormton to reccive
regular email updates onissues that are of interest to you, please contact cither your Engagement Lead or Engagement Manager.

The contents of this report relate only to the matters which have come to our attention, which we believe need to be reported to you as patt of our audit
process. Itis not a comprehensive record of all the relevant matters, which may be subject to change, and in patticular we cannot be held responsible to you for
reporting all of the risks which may affect your business or any weaknesses in your internal controls. 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.

© 2016 Grant Thornton UK LLP. All rights reserved.



Audit Committeeprogressreportand update — West Midlands Fire & Rescue Authority

Progress to date

2016/17 work

Planned Date

Comments

Fee Letter

We are required to issue a'Planned fee letter for 2016/17" by
the end of April 2016.

Accounts Audit Plan

We are required to issue a detailed accounts audit plan to
the Fire Authority setting out our proposed approach in order
to give an opinion on the Fire Authority's 2016/17 financial
statements.

Interim accounts audit
Qur interim fieldw orkvisits include:

» updating our review of the Fire Authority's control
environment

» updating our understanding of financial systems

» review of Internal Audit reports on core financial systems

» early workon emerging accounting issues

+ early substantive testing

» proposed Value for Money conclusion.

Final accounts audit
Including:

+ audit of the 2016/17 financial statements
» proposed opinion on the Fire Authority's accounts
» proposed Value for Money conclusion.

© 2016 Grant Thornton UK LLP. All rights reserved.

April 2016

March 2017

January — March 2017

June — July 2017

Complete?

Yes

Yes

In progress

Not started

The 2016/17 fee letter was issued in April 2016

We continue to assess the risks facing your Authority and
meet w ith Senior Officers to ensure that these risks are fully

understood and our audit w orkis appropriate.

If there are any changes to our plan betw een our initial risk
assessment and the delivery of our opinion we w illdiscuss
this with the Strategic Enabler for Finance and Resources
before presenting to the Audit Committee.

We engaged w ith the finance team to:

» streamline and improve the audit approach for 2016/17
w here possible

» discuss any technical issues early, including those
impacting on future years

* undertake as much early testing as possible.

We continue to workclosely with Internal Audit in relation to
risk, workon the financial statements and fraud.

Our final accounts on site workis due to commence on 30"
May 2017
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Progress to date

2016/17 work

Value for Money (VfM) conclusion

The scope of our workto inform the 2016/17 VM Conclusion
requires conclusions on w hether:

"In all significant respects, the audited body had proper
arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people”.

This change of guidance w as issued by the National Audit
Officein November 2015. The Code requires auditors to
satisfy themselves that; "the Authority has made proper
arrangements for securing economy, efficiency and
effectiveness in its use of resources".

The three sub criteria for assessment to be able to give a
conclusion overall are:

* Informed decision making

» Sustainable resource deployment

«  Working with partners and other third parties

Annual Audit Letter

We will summarise all the workcompleted as part of our October 2017

2016/17 audit within one letter w hichwiill be issued after the
opinion.

Engagement with the Fire Authority since the On-going
last Audit Committee meeting

© 2016 Grant Thornton UK LLP. All rights reserved.

Planned Date

March — July 2017

Complete?

In progress

Not started

On-going

Comments

We considered the potential significant risks for our VfM
conclusion and identified the follow ing issues.

* Financial resilience
» Partnership working w ith other emergency services

Our workon the VfM Conclusion will include meetings w ith
key Senior Officers and key document reviews.

Invitation to a meeting w ith Grant Thornton clients regarding
early payments to the Pension Fund — attended by Carl
Guest

Invitation to the Local Government training at our Grant
Thornton offices — attended by Kal Shoker
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Policing and Crime Bill receives Royal Assent

The government marked a major milestone in its police reform agenda today (Tuesday, 31 January) as the Policing and Crime Bill
received Royal Assent. The Policing and Crime Act 2017 will enhance the democratic accountability of police forces and fire and

rescue services, improve the efficiency and effectiveness of emergency services through closer collaboration, and build public
confidence in policing;

The act includes anumber of provisions, including the placing of a new duty on police, fire and rescue and emergency ambulance
services to collaborate where itis in the interests of their efficiency or effectiveness and enable police and crime commissioners
(PCCs) to take on responsibility for the governance of fire and rescue services, where alocal case is made.

Minister for Policing and the Fire Service, Brandon Lewis, said:

Police reformis working, and crimes traditionally measured by the survey have fallen by a third since 2010 to a record low.

I am delighted this act has now received Royal Assentand, in close collaboration with police and fire stakeholders, we will work hard
to implement the act’s provisions to further improve the effectiveness and accountability of our emergency services.

Read more information on the Policing and Crime Act.
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Telling the story — Changes in 2016/17 CIPFA Code

CIPFA has been working on the "Telling the Story' project, which aims to streamline the financial statements and improve
accessibility to the user. This has resulted in changes to CIPFA's 2016/17 Code of Practice on Local Authority Accountingin the
United Kingdom ('the Code").

The main changes affect the presentation of the Comprehensive Income and Expenditure Statement (CIES'), the Movementin
Reserves Statement (MIRS') and segmental reporting disclosures. A new Expenditure and Funding Analysis has been introduced.

The key changes are:

* the costof services in the CIES is to be reported on basis of the Fire Authority's organisational structure rather than the Service
Reporting Code of Practice (SERCOP) headings

* an 'Expenditure & Funding Analysis' note to the financial statements provides a reconciliation between the way fire authorities
are funded and the accounting measures of financial performance in the CIES

* the changes will remove some of the complexities of the current segmental note

* other changes to streamline the current MIRS providing options to report Total Comprehensive Income and Expenditure
(previously shown as Surplus and Deficit on the Provision of Services and Other Comprehensive Income and Expenditure
lines) and removal of earmarked reserves columns.

Other amendments have been made to the Code:

* changes to reporting by pension funds in relation to the format and fair value disclosure requirements to reflect changes to the
Pensions SORP
* otheramendments and clarifications to reflect changes in the accounting standards.

© 2016 Grant Thornton UK LLP. All rights reserved.
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The income spectrum
Helping local authorities to achieve revenue and strategic objectives to create a vibrant economies

Grant Thornton market insight

Income generation is increasingly an essential part of the solution to providing sustainable local services, alongside managng demand
reduction and cost efficiency. Our report gives local authorities the tools needed to maximise their ability to do so.

Our new research on income generation which includes our CFO Insights too suggests that:

» councils are increasingly using income generation to diversify their funding base, and are commercialising in a
variety of ways. This ranges from fees and charges (household garden waste, car parking, private use of
public spaces), asset management (utilities, personnel, advertising, wifi concession license) and company
spin-offs (housing, energy, local challenger banks), through to treasury investments (real estate development,
solar farms, equity investment).

» the ideal scenario to commercialise is investing to earn with a financial and social return. Councils are now
striving to generate income in way which achieves multiple strategic outcomes for the same spend,
examining options to balance budgets while simultaneously boosting growth, supporting vulnerable
communities and protecting the environment.

» stronger commercialisation offers real potential for councils to meet revenue and strategic challenges for
2020 onwards. Whilst there are examples of good practice and innovation, this opportunity is not being
fully exploited across the sector due to an absence of a holistic and integrated approach to corporate
strategy development (a common vision for success, understanding current performance, selecting
appropriate new opportunities, the capacity and culture to deliver change).

To support local authorities as they develop income generation strategies, the report provides:
» case study examples

* local authority spend analysis

* examples of innovative financial mechanisms
+ critical success factors to consider
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‘Grant Thornton' refers 16 e brand under which the Grant Theemon
member frms provide sssurance, tax and advisory serices to ther
clents and/or refers to one or mere member firms, &s e context requires,
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