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AGENDA 

 
1  Apologies for Absence  

 
To receive apologies for absence. 
 
 

2  Named Substitutes  
 
To receive details of any Member nominated to attend the meeting in place of 
another Member. 
 
 

3  Disclosable Pecuniary Interests  
 
Members are reminded that they must not participate in the discussion or voting 
on any matter in which they have a Disclosable Pecuniary Interest and should 
leave the room prior to the commencement of the debate. 
 
 
 

4  Minutes (Pages 1 - 6) 
 
To receive the minutes of the West Mercia Energy Joint Committee meeting 
held on 24th February 2014. 
 
Copy attached, marked 4.  
 
 
 

5  Supplier Contracts  
 
The Director of West Mercia Energy will provide a verbal update in line with the 
West Mercia Energy Standing Orders.   
 
 
 

6  Statement of Accounts 2013/14 and Annual Governance Statement 2013/14 
(Pages 7 - 64) 
 
Report of the Treasurer is attached, marked 6.  
 
 

7  External Audit - Audit Findings Report 2013/2014 (Pages 65 - 92) 
 
Report of the External Auditor is attached, marked 7.  
 
 



8  External Audit - Audit Fee Letter 2014/15 (Pages 93 - 96) 
 
Report of the External Auditor is attached, marked 8.  
 
 

9  Internal Audit - Payroll 2014/15 (Pages 97 - 102) 
 
Report of the Audit Services Manager is attached, marked 9. 
 
 

10  Internal Audit - Creditors 2014/15 (Pages 103 - 108) 
 
Report of the Audit Services Manager is attached, marked 10. 
 
 

11  Exclusion of Public and Press  
 
To consider a resolution under Section 100 (A) of the Local Government Act 
1972 that the proceedings in relation to the following items shall not be 
conducted in public on the grounds that they involve the likely disclosure of 
exempt information as defined by the provisions of Schedule 12A of the Act. 
 
 
 

12  Exempt Minutes (Pages 109 - 110) 
 
To receive the Exempt Minutes of the meeting of the West Mercia Energy Joint 
Committee held on 24th February 2014.   
Copy attached, marked 12. 
 
 

13  Internal Audit - General IT Controls Follow Up (Pages 111 - 116) 
 
Report of the Audit Services Manager is attached, marked 13. 
 
 

14  Distribution of Surplus (Pages 117 - 120) 
 
Report of the Treasurer is attached, marked 14.  
 
 

15  Business Plan and Trading Performance to Date 2014/15 - Update (Pages 
121 - 126) 
 
Report of the Director is attached, marked 15. 
 
 

16  Minutes of the Flexible Energy Management Panel (Pages 127 - 148) 



 
Report of the Director is attached, marked 16. 
 
 

17  Energy Governance, Accountability, Risk and Reporting Policy (Pages 149 
- 186) 
 
Report of the Director is attached, marked 17. 
 
 

18  Risk Management - Update (Pages 187 - 188) 
 
Report of the Director is attached, marked 18. 
 
 

19  Dates of  Meetings 2015  
 
To consider the dates and times of future meetings of the West Mercia Energy 
Joint Committee.  
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Minutes of the meeting of West Mercia Energy Joint Committee held in the Council 
Chamber,  Westgate, Bridgnorth Monday 24 February 2014 at 10.00am. 
   
Members Present:   
 Herefordshire Council P Price  
   
 Shropshire Council S Charmley 
  M Owen (Vice-Chairman) 
   
 Telford & Wrekin Council A England 
   
 Worcestershire County Council A I Hardman (Chairman) 
   
Officers Present:   
 West Mercia Energy N Evans 
   
 Grant Thornton J Hill 
   
 Shropshire Council J Walton 
  C Pilawski 
  P Chadderton  
  N Denton 
  E Marshall 
   
 Worcestershire County Council M Howard 
   
 Herefordshire County Council  R Wood 
   
 Telford and Wrekin D. Sidaway 

S. Bass 
   

 
 
 
1. ELECTION OF CHAIRMAN 
  
 M. Howard gave background information on the Constitutional arrangements 

for electing a Chairman of the Joint Committee, explaining that a representative 
from Telford and Wrekin Council was due to take on the role, however they had 
declined the role this year, the Chairmanship therefore passed to 
Worcestershire County Council, with a representative of Shropshire Council 
taking on the role of Vice-Chairman.   

  
 RESOLVED:  That Councillor A. I. Hardman (Worcestershire) be elected 

Chairman for the ensuing year. 
  
2. APPOINTMENT OF VICE-CHAIRMAN 
  
 RESOLVED:  That Councillor M. Owen (Shropshire) be appointed Vice-

Chairman for the ensuing year.  
  
3. APOLOGIES FOR ABSENCE  

Agenda Item 4
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 Apologies for absence were received from Councillors B. McClements (Telford 

and Wrekin) and P. Morgan (Herefordshire).   
  
4. NAMED SUBSTITUTIONS  
  
 There were no substitutes in attendance.   
  
5. DISCLOSABLE PECUINARY INTERESTS  
  
 Members were reminded that they must not participate in the discussion or 

voting on any matter in which they had a Disclosable Pecuniary Interest and 
should leave the room prior to the commencement of the debate. 

  
6. MINUTES  
  
 RESOLVED:  

That the Minutes of the meeting held on 23rd September 2013 be approved as a 
correct record.  

  
7. EXTERNAL AUDIT – ANNUAL AUDIT LETTER 2012/13 – WEST MERCIA 

SUPPLIES JOINT COMMITTEE    
  
 Ms. J. Hill (Grant Thornton) presented the Annual Audit Letter 2012/13 for West 

Mercia Supplies Joint Committee.  Ms. Hill outlined the purpose of the Letter 
and outlined the key areas for the Joint Committee’s attention.   

  
 RESOLVED: 

That the West Mercia Supplies Joint Committee Annual Audit Letter 2012/13 be 
noted. 

  
8. EXTERNAL AUDIT – AUDIT PLAN 2013/14 WEST MERCIA ENERGY JOINT 

COMMITTEE   
  
 Ms. J. Hill (Grant Thornton) presented the Audit Plan 2013/14 for West Mercia 

Energy Joint Committee.  An amended page 8 was circulated to the 
Committee.  In response to a question from a Member, Ms. J. Hill explained 
that variations to fees were all agreed by the Audit Commission and a request 
for a variation of fees was usually made in response to additional audit work.    

  
 A Member questioned whether the size of the Audit was in proportion to the 

size of the business.  In response J. Hill explained that as West Mercia Energy 
was a public body and a set of statutory accounts was required to be published 
and at present the scale of the audit was supported by the Audit Commission, 
however the arrangements would be reviewed by the body taking over from the 
Audit Commission in 2015.  The Joint Committee agreed that as a public body 
it was very important to have a thorough audit system in place. 

  
 RESOLVED:   
 That the West Mercia Energy Joint Committee Audit Plan 2013/14 be noted. 
  
9. EXTERNAL AUDIT – INFORMING THE AUDIT RISK ASSESSMENT PAPER 
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2013/14 WEST MERCIA ENERGY JOINT COMMITTEE   
  
 Ms. J. Hill (Grant Thornton) presented the Informing the Audit Risk Assessment 

Paper 2013/14 for West Mercia Energy Joint Committee, explaining that the 
report contributed towards transparency and the effective two-way 
communication between the Joint Committee and external audit.   
 
In response to questions, N. Evans Director confirmed that the staff were fully 
aware of what to do if they suspected fraud, the Whistle Blowing Policy had 
recently been updated in consultation with Shropshire Council, WME worked 
closely with Shropshire Council’s Internal Audit Team and Claire Porter 
(Shropshire Council) was the monitoring officer.     

  
 In response to a question relating to Going Concern Considerations, Mr N 

Evans explained that the business was trading positively, with all customers 
extending their contracts, however it seemed sensible and appropriate to 
review the Going Concern assessment in twelve months time as part of the 
Business Plan. 

  
 RESOLVED:   
 That the West Mercia Energy Joint Committee Informing the Risk Assessment 

Paper 2013/14 be noted.   
  
10 EXTERNAL AUDIT – INTERNAL AUDIT – EXTERNAL AUDIT PROTOCOL 

FOR WME  
  
 Ms. J. Hill (Grant Thornton) presented the Internal Audit External Audit Protocol 

for West Mercia Energy, which set out the key principles and procedures 
underpinning the working relationship between Audit Services and the Joint 
Committee’s external auditors, establishing a framework for coordination 
cooperation and exchange of information.  

  
 RESOLVED: 
 That the Internal Audit/External Audit Protocol for West Mercia Energy report 

be noted. 
  
11. INTERNAL AUDIT REPORTS 2013/2014  
11a Corporate Governance 2013/14 
 Ms. C. Pilawski (Audit Services Manager) outlined the report, explaining that 

the overall assurance level was reasonable and that all of the 
recommendations had been implemented or partially implemented.  One 
recommendation had been classed as significant and the detail of this was 
explained.  In response to a question, N. Evans (Director) explained that the 
recommendation related to the redundancy multiplier of 2.5 for West Mercia 
Energy staff which differed to the multiplier in place at Shropshire Council. It 
was agreed that N Evans would liaise with the Treasurer, HR and legal from 
Shropshire Council to review this in greater detail and to report back as 
appropriate. 

  
11b Finance 2013/14  
 Ms. C. Pilawski (Audit Services Manager) outlined the report, explaining that 

the overall assurance level was good and there was a sound system of control 
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in place, with controls being consistently applied.  
  
11c West Mercia Energy Supplier Rebates 2013/14  
 Ms. C. Pilawski (Audit Services Manager) outlined the report, explaining that 

the overall assurance level was good and there was one best practice 
recommendation which was detailed within the report.   

  
11d Income Streams 
 Ms. C. Pilawski (Audit Services Manager) outlined the report, explaining that 

the overall assurance level was good. 
  
11e Follow Up on Previous Recommendations 2013/14  
 Ms. C. Pilawski (Audit Services Manager) outlined the report, commenting that 

excellent progress had been made in the implementation of previous 
recommendations.   

  
 RESOLVED: 

That the Internal Audit Reports 2013/14 be noted. 
 

12. INTERNAL AUDIT – AUDIT PLAN 2014/2015 
  
 Ms. C. Pilawski (Audit Services Manager) outlined the report, drawing Members 

attention to Appendix A of the report, which detailed the proposed Audit 
Programme for 2014/15.  Councillor Arnold England questioned the amount of 
contingency days that had been allocated for Engagement Management and 
requested that his reservations in this area be noted.  In response, Ms C. 
Pilawski explained that this was a contingency only and it would not necessarily 
be used but was based on previous knowledge and experience of 
requirements.   

  
 RESOLVED: 

That the Internal Audit Programme of Audits for 2014/2015 be approved. 
 

 Ms. J. Hill (Grant Thornton) left the meeting at this point. 
 

13. EXCLUSION OF PUBLIC AND PRESS 
  
 RESOLVED: That under Section 100(A)(A4) of the Local Government Act 

1972, the public be excluded during the consideration of the following items of 
business on the grounds that they might involve the likely disclosure of exempt 
information as defined in Schedule 12(A) of the Act. 

  
14. EXEMPT MINUTES 
  
 (The full version of Minute 14 constitutes exempt information under the Access 

to Information Rules and has accordingly been withheld from publication.) 
  
 RESOLVED:  That the Exempt Minutes of the meeting held on 23rd September 

2013 be approved as a correct record. 
  
15. WEST MERCIA ENERGY TRADING PERFORMANCE TO DATE 2013/14 
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 (The full version of Minute 15 constitutes exempt information under the Access 
to Information Rules and has accordingly been withheld from publication.) 

  
 RESOLVED:.  That the contents of the report be noted. 
  
16 WEST MERCIA ENERGY BUSINESS PLAN AND BUDGET FOR 2014/15 
  
 (The full version of Minute 16 constitutes exempt information under the Access 

to Information Rules and has accordingly been withheld from publication.) 
  
 RESOLVED: That the contents of the report be noted. 
  
17. MINUTES OF THE FLEXIBLE ENERGY MANAGEMENT PANEL 
  
 (The full version of Minute 17 constitutes exempt information under the Access 

to Information Rules and has accordingly been withheld from publication.) 
  
 RESOLVED: That the minutes of the meetings of the Flexible Energy 

Management Panel be received. 
  
18. WEST MERCIA ENERGY EQUALITY POLICY 
  
 (The full version of Minute 18 constitutes exempt information under the Access 

to Information Rules and has accordingly been withheld from publication.) 
  
 RESOLVED:  That the report be noted.  
  
19. AREAS OF CONSIDERATION PRIOR TO SEPTEMBER 2014  
  
 (The full version of Minute 19 constitutes exempt information under the Access 

to Information Rules and has accordingly been withheld from publication.) 
  
 RESOLVED:  That the report be noted. 

 
20. DATE OF NEXT MEETING  
  

It was noted that the next meeting of the West Mercia Energy Joint Committee 
would be held on Monday, 22nd September 2014 at 10.00 a.m., venue to be 
confirmed.       

  
  
 

The meeting ended at 11:50 a.m.  
 

Signed =========== 
 

Dated ===========. 
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Agenda Item 6 

 

Statement of Accounts 2013/14  

and Annual Governance Statement 2013/14  

 

 

Report of the Treasurer 

 

West Mercia Energy Joint Committee                22 September 2014 
 

 

 

Purpose 

 

      1     i) To note the Letter of Representation to be signed by the Chairman and 
submitted by the Treasurer. 

ii) To consider and approve the finalised Statement of Accounts 2013/14 to be 

signed by the Chairman and the Treasurer. 

iii)  To consider and approve the Annual Governance Statement 2013/14. 

 

 

Background 

 

2 The Letter of Representation, Statement of Accounts and the Annual Governance 

Statement for 2013/14 relates to the West Mercia Energy Joint Committee. Up 

until the 31
st
 March 2013 the organisation traded as West Mercia Supplies Joint 

Committee and the comparative numbers in the Statement of Accounts relate to 

West Mercia Supplies Joint Committee.  

 

 

Letter of representation 

 

3 The Joint Committee note the Letter of Representation. See Appendix 1. 

  

 

Statement of Accounts 

 

4 The Joint Committee is asked to consider and approve the updated Statement of 

Accounts for 2013/14. The statement has been amended since June 2014, for 

adjustments made as a result of consultation with the District Auditor.  See 

Appendix 2 

 

Annual Governance Statement 

 

5 The Joint Committee is asked to consider and approve the Annual Governance 
Statement 2013/14.  See Appendix 3. 
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Publication of Accounts 

 

5 The annual statement of Accounts 2013/14 will be published on the WME 

website, shortly after, a public notice of the closure of the accounts will be 

placed and copies of the accounts deposited with each of the Member 

Authorities.  

 

Recommendation 

 

6 The Joint Committee is recommended to:   

   

a) Note the Treasurer’s Letter of Representation to be signed by the 

Chairman. 

b) Consider and approve the 2013/14 Statement of Accounts and that 

the Chairman signs them (in accordance with the requirements of 

the Accounts and Audit Regulations 2011). 

c)  Consider and approve the Annual Governance Statement 2013/14. 
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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.
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Section 1: Executive summary

This report is to the Joint Committee on 22 September 2014.  This 

report reflects the findings from our work on the financial 

statements.  At the time of writing the audit is substantially 

complete.  If further matters arise during the completion stages of 

our audit, we will raise these at the Joint Committee.

01. Executive summary

02. Audit findings

03. Value for Money

04. Fees, non audit services and independence

05. Communication of audit matters
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Executive summary

Executive summary

Purpose of this report
This report highlights the key matters arising from our audit of West Mercia Energy 

Joint Committee's ('the Joint Committee') 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 Joint Committee'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. We are also required to reach a formal 

conclusion on whether the Joint Committee has put in place proper arrangements to 

secure economy, efficiency and effectiveness in its use of resources (the Value for 

Money conclusion).

Introduction

In the conduct of our audit we have not had to alter or change our planned audit 

approach, which we communicated to you in our Audit Plan dated 18 February 

2014.  

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

following areas: 

• employee remuneration - review of the actuarial report and review of the 

assurances from the auditor for Shropshire County Pension Fund

• utility expenditure

• review of the final version of the financial statements

• obtaining and reviewing the final management letter of representation

• review of final version of the Annual Governance Statement to be approved at 

the Joint committee meeting of the 22 September 2014; and,

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

The 18 September 2014 is the date appointed on, or after, which local 

government electors for the joint committee's area may exercise their rights under 

sections 15 and 16 of the Audit Commission Act 1998 to question the auditor 

about or make objections to the accounts for the year ended 31 March 2014. As 

at the date of this report electors have therefore not yet had opportunity to 

exercise their rights. If matters arise we will inform the Joint Committee 

accordingly

Key issues arising from our audit

Financial statements opinion

We received draft financial statements and accompanying working papers at the 

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

As at 8 September 2014, and subject to the completion of the outstanding work 

described above, we expect to issue an unqualified opinion on the financial 

statements. 

In 2012/13 we:

1) Highlighted that an improved review process of the financial statements 

against the requirements of the CIPFA Code and other items be 

incorporated within the closedown timetable for the preparation of the Joint 

Committee's financial statements as set out in the action plan in Appendix 

A.  Our 2013/14 audit has found a number of presentation and disclosure 

items requiring amendment in the accounts.  We have worked with your 

officers on these and the accounts have been amended. The Joint 

Committee should therefore continue to develop an improved review 

process against the requirements of the CIPFA Code and other items 

incorporated within the closedown timetable for the preparation of the Joint 

Committee's annual financial statements
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Executive summary

2) Asked management and those charged with governance to consider actions that 

could be taken to reduce the risk of lack of segregation of duties within the 

journals system or recognise that this is a risk that the Joint Committee is willing 

to tolerate within its operating environment. The item was considered at the 

Joint Committee meeting in September 2013.  Our 2013/14 audit has found 

that procedures have been put in place for the authorisation by the Treasurer of 

journals raised by the Director. 

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

• The financial statements presented for audit were basically sound.

• We have been working with your officers to ensure that the Joint Committee's 

financial statements comply with the requirements of the CIPFA Code of 

Practice and best practice.  Our audit identified a number of presentational and 

disclosure changes. These changes in the main arose from two areas. 

- the first being a specific area of local government accounting - this is 

that as a Joint committee it is not a principal local government body and 

therefore the statutory overrides of accounting for pensions do not 

apply.  The accounts presented for audit had been presented as if the 

statutory overrides for pensions had applied which is incorrect. 

- the second being disclosures in respect of comparatives relating to the 

sale of the discontinued operation. 

• All the omissions and disclosure changes are to be adjusted for in the updated set 

of accounts.  We have again highlighted that the processes for reviewing your 

financial statements could be stronger and will work with your officers to make 

improvements for next year.

Further details are set out in section 2 of this report

Value for Money conclusion

As at 8 September 2014, and subject to the completion of the outstanding work 

described previously, based on our review of the Joint Committee's arrangements to 

secure economy, efficiency and effectiveness in its use of resources, we propose to 

give an unqualified VfM conclusion.

Further detail of our work on Value for Money is set out in section 3 of this report.

Controls

The Joint Committee'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 Joint Committee. 

Our work has not identified any control weaknesses which we wish to highlight for 

your attention. 

The way forward

Matters arising from the financial statements audit and review of the Joint 

committee's arrangements for securing economy, efficiency and effectiveness in its 

use of resources have been discussed with the Treasurer and Director.

We have made a recommendation, which is set out in the action plan in Appendix B. 

The recommendation has been discussed and agreed with the Treasurer and 

Director. 

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

September 2014
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Audit findings

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 Joint Committee on 24 February 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

We have not made any changes to our Audit Plan dated 18 February 2014 as 

previously communicated to you on 24 February 2014. 

Audit opinion

We anticipate that we will provide the Joint Committee with an unmodified 

opinion. Our audit opinion is set out in Appendix C.

P
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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 have undertaken the following:

� review and testing of revenue recognition policies

� testing of material revenue streams

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

We have undertaken the following:

� 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.

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

and findings on key accounting estimates and 

judgements. 

Audit 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

Turnover – Utility 

Revenue

Existence/Occurrence 

Contract accounting not 

consistent with terms

We have undertaken the following:

� We have documented the processes and controls in place 

around the accounting for Turnover – Utility Revenue and 

carried out walkthrough tests to confirm operation of controls.

� We have undertaken  tests of detail on utility revenue included 

in the financial statements including:

� Testing on a sample of utility revenue transactions.

Our audit work has not identified any significant issues in 

relation to the risk identified.

Cost of Goods 

Sold – Utility 

Expenditure

Valuation – Gross

Costs not accounted for 

properly

Valuation – Net

Activity variation adjustments 

to expenditures not correct

We have undertaken the following:

� We have documented the processes and controls in place 

around the accounting for Cost of Goods Sold – Utility 

Expenditure and carried out walkthrough tests to confirm 

operation of controls.

� We have undertaken tests of detail on utility expenditure 

included in the financial statements including:

� Testing on a sample of utility expenditure transactions.

Our audit work is substantially complete and at this time 

has not identified any significant issues in relation to the 

risk identified.

We will update the Joint Committee at the meeting on our 

findings from our work.

Audit findings

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 B.  
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Audit findings against other risks (continued)

Transaction 

cycle Description of risk Work completed Assurance gained & issues arising

Debtors (long & 

short term) –

Utility revenue

Existence/Occurrence 

Recorded debtors not valid

We have undertaken the following:

� We have documented the processes and controls in place 

around the accounting for Trade debtors and prepayments 

and carried out walkthrough tests to confirm operation of 

controls.

� We have undertaken tests of detail on trade debtors and 

prepayments in the financial statements including:

� Review of calculation of significant prepayments and 

other items.

� Review of receipts after the year end.

Our audit work has not identified any significant issues in 

relation to the risk identified.

Audit findings

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

management responses, is attached at Appendix B.  
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Accounting policies, estimates & judgements 

Accounting area Summary of policy Comments Assessment

Revenue recognition � Revenue transactions are accounted for 

on an accruals basis. This means that all 

revenue income is recorded when the 

debt has been established rather than 

when money has been received. 

� Our review of accounting policies has not highlighted any issues 

which we wish to bring to your attention �
(Green)

Judgements and estimates � Key estimates and judgements include :

− pension fund valuations and liabilities

� Our review of accounting policies has not highlighted any issues 

which we wish to bring to your attention �
(Green)

Other accounting policies � We have reviewed the Joint Committee's 

policies against the requirements of the 

CIPFA Code and accounting standards.

� Our review of accounting policies has not highlighted any issues 

which we wish to bring to your attention �
(Green)

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

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 Authority's financial statements.  
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Adjusted misstatements

Audit findings

Detail Comprehensive Income 

and Expenditure Account

£'000

Balance Sheet

£'000

Impact on total net

expenditure

£000

NONE – to be updated on completion of audit work

Overall impact £NIL £NIL £NIL 

A number of adjustments to the draft financial statements have been identified during the audit process. We are required to report all misstatements to those charged 

with governance, whether or not the financial statements have been adjusted by management. The table below summarises the adjustments arising from the audit 

which have been processed by management.

Impact of adjusted misstatements

All adjusted misstatements are set out below along with the impact on the primary statements and the reported financial position. 

Unadjusted misstatements

There are no identified adjustments which we request be processed but which have not been made within the final set of financial statements.  
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Misclassifications & disclosure changes

Audit findings

Adjustment type Value

£'000

Account balance Impact on the financial statements

1 Disclosure and 

presentation

£695/nil

2012-13

£742/nil

Movement in Reserves

Statement – usable 

reserves/unusable reserves.

The change arose from a specific area of local government accounting. This is that a 

Joint Committee is not a principal local government body and therefore the statutory 

overrides of accounting for pensions do not apply.  The accounts presented for audit 

had been presented as if the statutory overrides for pensions had applied which is 

incorrect. 

2 Disclosure and 

presentation

£3,964/nil Balance Sheet – usable 

reserves/unusable reserves

The reserves of the Joint Committee should all be classed as usable reserves as it is 

not a principal local government body.

Our review found a number of omissions and items requiring amendment in the financial statements as described previously.   These were discussed with officers 

during the course of the audit and all are to be adjusted for in the final set of financial statements. The majority of the changes are of such a size and nature that, in our 

view, we are not required to bring them to your attention in this report to help you discharge your responsibilities. We have highlighted those that we believe will assist 

you in your role below. The number of items highlights that the processes for preparing and reviewing your financial statements could be stronger and we have again 

made a recommendation which, together with the management response, is attached at Appendix B. 
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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. 

Our work has not identified any significant control weaknesses which we wish to highlight for your attention.  

Audit findings
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Other communication requirements

Issue Commentary

1. Matters in relation to fraud � We have previously discussed the risk of fraud with the Joint 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.

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 Joint Committee.  This incorporates the additional disclosure highlighted 

below.

4. Disclosures � As reported earlier, our review found misclassification and disclosure changes requiring amendment in the financial statements.  

These are all to be adjusted for in the final set of financial statements

� Note 6 of the financial statements provides the Joint Committee's segmental reporting information. Following the disposal of the 

stationary business in April 2012 there are three segments which are reported to management on a monthly basis of gas; electricity 

and oil.  The Utilities element disclosed in note 6 includes gas and electricity components which each are more than 10% of turnover.  

These would normally require separate disclosure, however IFRS8 does allow for aggregation of segments where they are similar in

each of the following respects:

� Nature of products and services

� Nature of the production process

� Type or class of customer for products and services

� Method used to distribute products/provide services

� Nature of the regulatory environment

From our audit procedures we are satisfied that aggregation on the above bases is reasonable and we are requesting that the Joint   

Committee confirm its agreement to this approach through the letter of representation.

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 Joint Committee's decision to prepare the financial statements on a going 

concern basis.

Audit findings

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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Section 3: Value for Money

01. Executive summary

02. Audit findings

03. Value for Money

04. Fees, non audit services and independence

05. Communication of audit matters
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Value for Money 

Value for Money

Value for Money conclusion

The Code of Audit Practice 2010 describes the Joint Committee's responsibilities 

to put in place proper arrangements to:

• secure economy, efficiency and effectiveness in its use of resources

• ensure proper stewardship and governance

• review regularly the adequacy and effectiveness of these arrangements.

We are required to give our VFM conclusion on whether the Joint Committee has 

put in place proper arrangements for securing economy, efficiency and 

effectiveness in its use of resources.  The key areas we are required to consider as 

specified by the Audit Commission are: 

• Review of the annual governance statement for indications of any matters of 

concern relating to proper arrangements which are defined by the Audit 

Commission as corporate performance management and financial management 

arrangements that form a key part of the system of internal control; 

• Consider the work of relevant regulatory bodies or inspectorates, where 

applicable. No reports from the Audit Commission or other relevant regulatory 

bodies or inspectorates have been issued to the Joint committee in respect of 

the 2013-14 year to date;

• Undertake a risk assessment and consider any significant risks relating to your 

proper arrangements for securing economy, efficiency and effectiveness.

Key findings

We have undertaken a review of the annual governance statement and have not 

identified any matters of concern relating to the Joint Committee's corporate 

performance management arrangements.  

We identified that the Joint Committee's budget was approved at its February 

2014 meeting and management accounts have been provided to you, the owners 

during the year. We have not identified any matters of concern relating to the 

Joint Committee's financial management arrangements. 

We have completed a risk assessment for our work and have not identified any 

risks relating to your proper arrangements for securing economy, efficiency and 

effectiveness. 

Overall VFM conclusion

On the basis of our work, and having regard to the guidance on the specified 

criteria published by the Audit Commission, we are satisfied that in all 

significant respects the Joint Committee put in place proper arrangements to 

secure economy, efficiency and effectiveness in its use of resources for the year 

ending 31 March 2014.
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Section 4: Fees, non audit services and independence
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Fees

Per Audit plan

£

Actual fees 

£

Joint Committee audit 18,386 18,386

Total audit fees 18,386 18,386

Fees, non audit services and independence

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

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

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 Joint Committee'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 Joint Committee's key risks when reaching our 

conclusions under the Code. 

It is the responsibility of the Joint Committee 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 Joint Committee is fulfilling these 

responsibilities.

Communication of audit matters
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Appendix A: Action plan 2012-13 update

Priority
High - Significant effect on control system 
Medium – Effect on control system
Low - Best practice

Rec

No.

Recommendation

2012-13 Priority Management response

Implementation

date & 

responsibility Finding

1 An improved review process of the 

financial statements against the 

requirements of the CIPFA Code and 

other items is incorporated within the 

closedown timetable for the 

preparation of the Joint Committee's 

financial statements

L A review of the process for the 

year 2012/13 will be conducted 

and ways of improving the 

process for future years will be 

considered.

June 2014

Treasurer and 

Director

Our 2013/14 audit has found a number of 

presentation and disclosure items requiring 

amendment in the accounts. 

2 Management and Those Charged 

with Governance should consider 

whether there are actions that could 

be taken to reduce the risk of the lack 

of segregation of duties within the 

journals system or recognise that this 

is a risk that the Joint Committee is 

willing to tolerate within its operating 

environment.

M Given the size of the organisation,

the segregation of duties which 

would be evident in a larger 

business is not possible.  It is 

recommended that this is 

recognised by the Joint 

Committee and is a risk that the 

Joint Committee is willing to 

tolerate within the current 

operating environment.

Risk to be 

acknowledged and 

accepted - no 

implementation 

date.

We found that procedures have been 

introduced for the authorisation by the 

Treasurer of journals raised by the Director.  

The number of these journals is considered 

manageable.  
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Appendix B: Action plan

Priority
High - Significant effect on control system 
Medium – Effect on control system
Low - Best practice

Rec

No. Recommendation Priority Management response

Implementation date & 

responsibility

1 Continue to develop the improved review 

process of the financial statements against 

the requirements of the CIPFA Code and 

other items incorporated within the 

closedown timetable for the preparation of 

the Joint Committee's financial statements.

L A review of the process for the year 2012/13 was 

conducted and improvements made.  Now that the year 

2013/14 is complete a further review will be conducted 

and any additional ways of improving the process for 

future years will be considered.

June 2015

Treasurer and Director
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Appendix C: Audit opinion

We anticipate we will provide the Joint Committee with an unmodified audit report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WEST MERCIA ENERGY 

JOINT COMMITTEE

Opinion on the Joint Committee financial statements

We have audited the financial statements of West Mercia Energy Joint Committee for the year ended 31 

March 2014 under the Audit Commission Act 1998. The financial statements comprise the Movement in 

Reserves Statement, the Comprehensive Income and Expenditure 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 2013/14.

This report is made solely to the members of West Mercia Joint committee in accordance with Part II of the 

Audit Commission Act 1998 and for no other purpose, as set out in paragraph 48 of the Statement of 

Responsibilities of Auditors and Audited Bodies published by the Audit Commission in March 2010. To the 

fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Joint 

Committee and the Joint Committee's Members as a body, for our audit work, for this report, or for the 

opinions we have formed.

Respective responsibilities of the Treasurer and auditor

As explained more fully in the Statement of the Treasurer's Responsibilities, the Treasurer 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, and for being satisfied that they give a true and fair view. Our responsibility is to audit and 

express an opinion on the financial statements in accordance with applicable law and International Standards 

on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s 

Ethical Standards for Auditors.

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 Joint Committee’s circumstances and have been consistently applied and adequately disclosed; the 

reasonableness of significant accounting estimates made by the Treasurer; and the overall presentation of the 

financial statements. In addition, we read all the financial and non-financial information in the explanatory 

foreword 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:

• give a true and fair view of the financial position of West Mercia Energy Joint Committee as at 31 March 2014 

and of its expenditure and income for the year then ended; and

• have been properly prepared  in accordance with the CIPFA/LASAAC Code of Practice on Local Authority 

Accounting in the United Kingdom 2013/14 and applicable law.

Opinion on other matters

In our opinion, the information given in the explanatory foreword for the financial year for which the financial 

statements are prepared is consistent with the financial statements.

Matters on which we report by exception

We report to you if:

• in our opinion the annual governance statement does not reflect compliance with ‘Delivering Good 

Governance in Local Government: a Framework’ published by CIPFA/SOLACE in June 2007;

• we issue a report in the public interest under section 8 of the Audit Commission Act 1998;

• we designate under section 11 of the Audit Commission Act 1998 any recommendation as one that requires 

the Joint Committee to consider it at a public meeting and to decide what action to take in response; or

• we exercise any other special powers of the auditor under the Audit Commission Act 1998.

We have nothing to report in these respects.

Conclusion on Joint Committee's arrangements for securing economy, efficiency and effectiveness in the 

use of resources 

We are required under Section 5 of the Audit Commission Act 1998 to satisfy ourselves that the Joint Committee 

has made proper arrangements for securing economy, efficiency and effectiveness in its use of resources. We are 

also required by the Audit Commission’s Code of Audit Practice to report any matters that prevent us being 

satisfied that the audited body has put in place such arrangements.

We have undertaken our audit in accordance with the Code of Audit Practice and, having regard to the guidance 

issued by the Audit Commission in October 2013, we have considered the results of the following:

• our review of the annual governance statement. 
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As a result, we have concluded that there are no matters to report.

Certificate

We certify that we have completed the audit of the financial statements of West Mercia Energy Joint 

Committee in accordance with the requirements of the Audit Commission Act 1998 and the Code of Audit 

Practice issued by the Audit Commission.

Grant Patterson

Director

for and on behalf of Grant Thornton UK LLP, Appointed Auditor

Colmore Plaza

20 Colmore Circus

Birmingham

B4 6AT

September 2014
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 Introduction and Background 

  

1. As part of the approved internal audit plan for 2014/15 we have undertaken a review of 
Payroll. 

  

2. This audit has been conducted in accordance with the Public Sector Internal Audit 
Standards developed jointly by the Chartered Institute of Public Finance and 
Accountancy (CIPFA) and the Chartered Institute of Internal Auditors (CIIA). 

  

3. The Auditor would like to express his thanks to the officers who assisted during the 
course of the audit. 

  

 Scope of the Audit 

  

4. The scope, incorporating the objectives of the audit, was agreed with key contacts at the 
commencement of the audit. 

 
  

 Follow up of the previous recommendations and audit of the payroll control process, 
including overtime claims, travel and subsistence expenses and the reconciliation 
process in place for transferring payroll costs into the Sage nominal ledger, using 
established documentation and testing. 
 
The Payroll and Human Resources function within West Mercia Energy is an 
administrative and authorisation process with the actual payroll calculations, statutory 
deductions and payment being carried out by Shropshire Council and recharged on a 
monthly basis. 

  

5. Audit work was undertaken to give assurance on the extent to which the following 
management control objectives are being achieved: 

 • To ensure that previous recommendations have been implemented. 

 • There are adequate segregation of duties in place. 

 • Payroll data is correctly transferred and accurately processed. 

 • Permanent and temporary variations to the payroll are valid, appropriately 
authorised, and processed accurately. 

 • Travel and subsistence is appropriately controlled and actioned in a timely manner. 

 • Management information is produced in an accurate and timely manner and subject 
to review. 

 • Workforce Requirements and costs are appropriate to the tasks undertaken and the 
policies of the organisation. 

  

6. The audit was delivered on time and budget. 

  

 Audit Opinion 

  

7. An opinion is given on the effectiveness of the control environment which indicates the 
level of assurance that can be taken based upon our testing and evaluation of the 
system.  This opinion will be reported to the Audit Committee and will inform the Annual 
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Governance Statement which is included in the Annual Statement of Accounts.  There 
are four levels of assurance; Good, Reasonable, Limited and Unsatisfactory. 
 
As a result of the evaluation and testing of the controls that are in place in the areas 
examined, from audit work undertaken we are able to give the following assurance 
opinion: 

  

 Good There is a sound system of control in place which is designed to 
address relevant risks, with controls being consistently applied. 

  

8. Responsibility for the maintenance of a sound system of internal control rests with 
management.  The audit process is designed so that any material weaknesses in internal 
control have a reasonable chance of discovery through sample testing, it cannot 
guarantee or give absolute assurance against all material weaknesses, the overriding of 
management controls, collusion, instances of fraud or irregularity. 

  

9. Audit recommendations are rated Fundamental, Significant, Requires Attention or Best 
Practice according to their level of priority. Details are included in the Exception Report 
provided to management and the Action Plan attached at Appendix 1. Implementation of 
these recommendations will serve to address the risks identified and enhance the 
procedures that are currently in place. The following table summarises the number of 
recommendations made in each category:  

  

 
Total Fundamental Significant 

Requires 
Attention 

Best Practice 

 1 0 0 1 0 

  

10. Our review identified the following areas where appropriate management controls were 
in place and operating satisfactorily upon which positive assurance can be given: 
 

 ü To ensure that previous recommendations have been implemented. 

 ü There are adequate segregation of duties in place. 

 ü Payroll data is correctly transferred and accurately processed. 

 ü Permanent and temporary variations to the payroll are valid, appropriately 
authorised, and processed accurately. 

 ü Travel and subsistence is appropriately controlled and actioned in a timely manner. 

 ü Management information is produced in an accurate and timely manner and 
subject to review. 

 ü Workforce Requirements and costs are appropriate to the tasks undertaken and 
the policies of the organisation. 

  

  

 

 

 

 

 

Page 99



 
 

 
Page 3 

11. We reviewed the previous recommendations made at the last audit which were accepted 
by management, the results of which are shown in the following table:  

 

Number of recommendations accepted by management at the last audit 2 

Recommendations implemented 0 

Recommendations partially implemented 1 

Recommendations superseded 1 

Recommendations not actioned 0 

 

Good progress has been made in the implementation of previous recommendations.  
Recommendations that remain outstanding have been repeated in the attached 
Exception Report and Action Plan. 

 

 Audit Approach 

  

12. The approach adopted for this audit included: 

 

 • Review and documentation of the system. 

 • Identification of key controls. 

 • Follow up of previous recommendations. 

 • Tests of controls to confirm their existence and effectiveness. 

 • Evaluation of the controls and identification of weaknesses and potential risks 
arising from them. 

  

13. Internal Audit report only by exception; the exception report provided to management 
identifies only those areas where control evaluation and audit testing revealed control 
weaknesses and or errors. Recommendations to improve controls or enhance existing 
practice are detailed against each exception and the associated risk, and are also 
included in the Action Plan at Appendix 1. A more detailed report covering all of the work 
undertaken can be provided on request, but this is only available in a working paper note 
format. 

 

14. In accordance with the Public Sector Internal Audit Standards, recommendations will be 
followed up to evaluate the adequacy of management action that has been taken to 
address the identified control weaknesses. 

 
Ceri Pilawski 
Audit Services Manager 
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 APPENDIX 1 

 ACTION PLAN FOR PAYROLL 2014/15 

  

 Fundamental Significant Requires Attention Best Practice 

 Immediate action required to 
address major control weakness 
that, if not addressed, could lead to 
material loss. 

A recommendation to address a 
significant control weakness where 
the system may be working but 
errors may go undetected. 

A recommendation aimed at 
improving the existing control 
environment. 

Suggested action which aims to 
improve best value, quality or 
efficiency. 

  

  

 Rec 
Ref. 

Rec 
No. 

Recommendation Rec Rating Accepted 
Yes/No/ 
Partially 

Management 
Response 

Lead 
Officer 

Date to be 
Actioned 

 2.1 1 The staff handbook should be dated 
and should include version control. 
Individual policies should also be 
dated and should have evidence of 
version control. (Updated from the 
previous recommendation made and 
agreed and originally made in 
2012/13). 

 

Requires 
Attention 

Yes The staff handbook was 
updated in late 2013 
and all staff confirmed in 
Jan 2014 that they had 
read and understood 
this updated handbook. 
The staff handbook is 
now electronic and all 
policies will be dated 
and have some form of 
version control. 

Julie 
Wassall 

October 
2014 
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 Introduction and Background 

  

1. As part of the approved internal audit plan for 2014/15 we have undertaken a review of 
Creditors. 

  

2. This audit has been conducted in accordance with the Public Sector Internal Audit 
Standards developed jointly by the Chartered Institute of Public Finance and 
Accountancy (CIPFA) and the Chartered Institute of Internal Auditors (CIIA). 

  

3. The Auditor would like to express his thanks to the officers who assisted during the 
course of the audit. 

  

 Scope of the Audit 

  

4. The scope, incorporating the objectives of the audit, was agreed with key contacts at the 
commencement of the audit.   

  

Follow up of the previous recommendations and systems audit of creditor payment 
process, including a review of purchasing cards, using established documentation and 
testing. 

  

5. Audit work was undertaken to give assurance on the extent to which the following 
management control objectives are being achieved: 

 • To ensure that previous recommendations have been implemented. 

 • There are appropriate policies and procedures in place for the operation of the 
creditors system. 

 • Orders are placed for all goods. 

 • Goods received procedures are defined and operated effectively. 

 • Prepayment checks are undertaken before an invoice is entered on the system. 

 • Appropriate input controls are in place and operated effectively. 

 • Credit notes are actioned in a timely manner. 

 • Payments made are accurate, complete, have not previously been paid and are 
made at the optimal time. 

 • BACS payments are securely controlled. 

 • Transactions on purchasing cards are securely controlled and reviewed by an 
appropriate officer. 

 • Management information in respect of payments to creditors is timely and 
adequate. 

  

6. The audit was delivered on time and budget. 

  

 Audit Opinion 

  

7. An opinion is given on the effectiveness of the control environment which indicates the 
level of assurance that can be taken based upon our testing and evaluation of the 
system.  This opinion will be reported to the Audit Committee and will inform the Annual 
Governance Statement which is included in the Annual Statement of Accounts.  There 
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are four levels of assurance; Good, Reasonable, Limited and Unsatisfactory. 
 
As a result of the evaluation and testing of the controls that are in place in the areas 
examined, from audit work undertaken we are able to give the following assurance 
opinion: 

  

 Good There is a sound system of control in place which is designed to 
address relevant risks, with controls being consistently applied. 

  

8. Responsibility for the maintenance of a sound system of internal control rests with 
management.  The audit process is designed so that any material weaknesses in internal 
control have a reasonable chance of discovery through sample testing, it cannot 
guarantee or give absolute assurance against all material weaknesses, the overriding of 
management controls, collusion, instances of fraud or irregularity. 

  

9. Audit recommendations are rated Fundamental, Significant, Requires Attention or Best 
Practice according to their level of priority. Details are included in the Exception Report 
provided to management and the Action Plan attached at Appendix 1. Implementation of 
these recommendations will serve to address the risks identified and enhance the 
procedures that are currently in place. The following table summarises the number of 
recommendations made in each category: 

  

 
Total Fundamental Significant 

Requires 
Attention 

Best Practice 

 3 0 0 3 0 

  

10. Our review identified the following areas where appropriate management controls were 
in place and operating satisfactorily upon which positive assurance can be given: 
 

 ü To ensure that previous recommendations have been implemented. 

 ü There are appropriate policies and procedures in place for the operation of the 
creditors system. 

 ü Orders are placed for all goods. 

 ü Goods received procedures are defined and operated effectively. 

 ü Prepayment checks are undertaken before an invoice is entered on the system. 

 ü Appropriate input controls are in place and operated effectively. 

 ü Credit notes are actioned in a timely manner. 

 ü Payments made are accurate, complete, have not previously been paid and are 
made at the optimal time. 

 ü BACS payments are securely controlled. 

 ü Management information in respect of payments to creditors is timely and 
adequate. 

  

  

11. We reviewed the previous recommendations made at the last audit which were accepted 
by management, the results of which are shown in the following table:  
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Number of recommendations accepted by management at the last audit 2 

Recommendations implemented 2 

Recommendations partially implemented 0 

Recommendations superseded 0 

Recommendations not actioned 0 

 

Good progress has been made in the implementation of previous recommendations.   

 

 Audit Approach 

  

12. The approach adopted for this audit included: 

 • Review and documentation of the system. 

 • Identification of key controls. 

 • Follow up of previous recommendations. 

 • Tests of controls to confirm their existence and effectiveness. 

 • Evaluation of the controls and identification of weaknesses and potential risks 
arising from them. 

  

13. Internal Audit report only by exception; the exception report provided to management 
identifies only those areas where control evaluation and audit testing revealed control 
weaknesses and or errors. Recommendations to improve controls or enhance existing 
practice are detailed against each exception and the associated risk, and are also 
included in the Action Plan at Appendix 1. A more detailed report covering all of the work 
undertaken can be provided on request, but this is only available in a working paper note 
format. 

 

14. In accordance with the Public Sector Internal Audit Standards, recommendations will be 
followed up to evaluate the adequacy of management action that has been taken to 
address the identified control weaknesses. 

 
Ceri Pilawski 
Audit Services Manager 
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 APPENDIX 1 

 ACTION PLAN FOR CREDITORS 2014/15 

  

 Fundamental Significant Requires Attention Best Practice 

 Immediate action required to 
address major control weakness 
that, if not addressed, could lead to 
material loss. 

A recommendation to address a 
significant control weakness where 
the system may be working but 
errors may go undetected. 

A recommendation aimed at 
improving the existing control 
environment. 

Suggested action which aims to 
improve best value, quality or 
efficiency. 

 Rec 
Ref. 

Rec 
No. 

Recommendation Rec Rating Accepted 
Yes/No/ 
Partially 

Management 
Response 

Lead 
Officer 

Date to be 
Actioned 

 10.1 1 The purchasing card agreements 
should be updated with the revised 
limits and the individual transaction 
limits. The updated agreements 
should be signed by the officers who 
have been issued with the purchasing 
cards. 

Requires 
Attention 

Yes Agreements will be 
updated and reissued. 

Nigel Evans September 
2014 

 10.2 2 Prior to a purchase using a 
procurement card where the value is 
to exceed the £250 limit as recorded 
in the Scheme of Delegation it should 
be ensured that authorisation of the 
purchase by the WME Director is 
evidenced.  

Requires 
Attention 

Yes This will be reiterated to 
card holders.  

Nigel Evans September 
2014 

 10.3 3 It should be ensured that a 
purchasing card transaction log is 
completed by the cardholder and 
authorised by the WME Director for 
all monthly transaction statements 
received. 

Requires 
Attention 

Yes The Asst. Mgt 
Accountant is to ensure 
that the Director signs 
these logs off before 
filing away. 

Martin Elson September 
2014 
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