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Background 
This report tells you about the significant findings from our audit.  We presented our plan to you in February 2017; we have 
reviewed the plan and concluded that it remains appropriate.  Details of our Audit Approach are included in the following 
section of this report. 

An audit of the Statement of Accounts is not designed to identify all matters that may be relevant to those charged with 
governance. Accordingly, the audit does not ordinarily identify all such matters. 

Audit Summary 
We have completed the majority of our audit work and expect to be able to issue an unqualified audit opinion on the 
Statement of Accounts following approval of the Statement of Accounts by the Management Committee on the 20 September 
2017.  
 
The key outstanding matters, where our work has commenced but is not yet finalised, are: 
 

 Completion of our work on the pension liability that has been transferred into ESPO’s financial statements this year, 
resulting in the inclusion of a pension liability of £18.4m as at 31 March 2017. Work to be concluded includes: 
 
- confirmation from the pension fund auditors (KPMG) on the work they have performed over the pension liability; 
- confirmation from the actuary on the assumptions they applied when making their valuation;  
- completion of baseline data sample testing to ensure accuracy of the data used by the actuary.  

 
We will provide a verbal update on the conclusion of our work in this area at the Management Committee meeting on 
20 September 2017. 
 

 Completion of our internal review and quality control procedures. 

 Completion procedures including subsequent events review. 

 Approval of the Statement of Accounts and letter of representation by the Management Committee. 

 Receipt of the final signed Statement of Accounts and the management representation letter. 
 
There are key judgements which require the Management Committee’s attention – further details are set out commencing on 
pages 7 to 12. 

 

Executive summary 

An audit of the Statement 
of Accounts is not 
designed to identify all 
matters that may be 
relevant to those charged 
with governance. 
Accordingly, the audit 
does not ordinarily 
identify all such matters. 
  
This report contains a 
summary of the results of 
our audit and matters 
which we ask the 
Management Committee 
to consider. 
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We are committed to providing you with a high quality service as we have audited your non-statutory accounts this year.  We 
thank the Finance Team and others for their support and assistance during the course of our work and look forward to 
discussing our report with you on 20 September 2017.   
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The scorecard below summarises our view of your accounts and audit performance: 

Key 
 
 Red  – significant improvements required   
 Amber   – some minor improvements required 

 Green  – no / minimal improvements required 

Area Rating Comments 

Draft accounts 
 Green Your draft accounts were submitted to us in July 2017 and were of a good quality.  

As we would expect in any audit, we identified a small number of disclosure issues 
which ESPO agreed to amend within the financial statements; none of these 
disclosure issues were significant. 

Readiness for start of 
audit and working 
papers 

 Green Working papers were ready for us at the start of the audit, provided electronically 
and in paper format, to enable us to select samples without delay. This helped the 
efficiency and smooth running of the audit, and allowed us to make a prompt and 
efficient start to our work on the first day we arrived on site.  Supporting working 
papers were of a consistently good standard. 

Availability and 
responsiveness of staff 

 Green The finance team and key members of staff were easily accessible to us during the 
audit and responded promptly to our audit questions and requests for information.   

Significant audit and 
accounting issues 

 Green We identified some audit and accounting issues during the audit which are 
explained later in this report.  We are satisfied that these are appropriately reflected 
and disclosed in the financial statements and will be giving an unqualified opinion 
on the 2016/17 financial statements. 

Deficiencies in internal 
control systems 

 Amber   We have not identified any significant or material deficiencies in internal control, 
but have identified some matters to bring to your attention later in this report. 
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Our audit approach was set in our audit plan which we presented to you in February 2017. 

We have summarised below the significant risks we identified in our audit plan relating to the audit of ESPO’s financial 
statements, the audit approach we took to address each risk and the outcome of our work.   

Risk Audit approach and results of work performed 

Management override of controls 
(Significant Risk) 

ISA (UK&I) 240 requires that we plan our audit 
work to consider the risk of fraud, which is 
presumed to be a significant risk in any audit.   

 
In any organisation, management may be in a 
position to override the financial controls that 
are in place. A control breach of this nature may 
result in a material misstatement. For all of our 
audits, we are required to consider this as a 
significant risk and adapt our audit procedures 
accordingly. 
 

In your organisation, as the pressure to deliver a 
surplus increases, so does the risk of 
management override. 

 

We understood and considered your internal control processes and 
reviewed the work of Internal Audit to consider the issues they raised 
and the level of assurance that they provided regarding management’s 
ability to override controls. 

We performed the following procedures: 

 reviewed the appropriateness of accounting policies and 
estimation bases, focusing on any changes not driven by 
amendments to reporting standards; 

 sample tested the appropriateness of journal entries posted 
during the year on a risk basis; 

 reviewed accounting estimates for bias and evaluated whether 
circumstances producing any bias represent a risk of material 
misstatement due to fraud;   

 evaluated the business rationale underlying significant 
transactions;  

 independently confirmed ESPO’s bank accounts and tested the 
bank and other key control account reconciliations; and 

 included an element of ‘unpredictability’ in our testing, 
including employing the use of our HALO software to test 
journal transactions in ESPO’s general ledger. 

 

We did not identify any issues to report. 

 

Audit approach 

The following pages 
highlight the risks we 
originally identified in our 
Audit Plan, and explain 
what we have done in 
response.  
 
The risks presented here, 
Management Override of 
Controls and the 
Recognition of Income and 
Expenditure, are presumed 
to be significant risks under 
International Standards on 
Auditing. 
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Risk Audit approach and results of work performed 

Risk of fraud in revenue and expenditure 
recognition (Significant Risk) 

Under ISA (UK&I) 240 there is a presumption 
that there are risks of fraud in revenue 
recognition. 

We extend this presumption to the recognition 
of expenditure in local government. 

There is a risk that ESPO could adopt accounting 
policies or treat income and expenditure 
transactions in such a way as to lead to material 
misstatement in the reported revenue position. 

We understood and considered your internal processes around relevant 
income and expenditure controls, and reviewed the outcomes of 
Internal Audit work to establish whether these are operating effectively. 

Our final audit procedures included: 

 testing the appropriateness of journals processed during the 
year;  

 evaluating accounting policies for income and expenditure 
recognition to ensure these are consistent with the 
requirements of the Code of Practice on Local Authority 
Accounting;  

 reviewing significant accounting estimates and judgements for 
indicators of management bias;  

 testing revenue and expenditure cut off at year end;  

 understanding how rebate income from suppliers is recognised, 
and testing this on a sample basis;  

 testing a sample of income and expenditure transactions, 
including accruals; and  

 performing analytical procedures on income and expenditure at 
the year-end. 

 

We did not identify any significant issues, but have brought 
three issues to your attention later in this report. 
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Intelligent scoping 
In our audit plan presented to you in February 2016 we reported our planned overall materiality which we used in planning 
the overall audit strategy. Our materiality thresholds were updated on receipt of the draft 2016/17 financial statements. 

Our revised materiality levels are as follows: 

 Original 

£000 

Revised 

£000 

Overall materiality 1,769 1,619 

Clearly trivial reporting de 
minimis 

88 81 

 
 

Overall materiality has been set at 2% of actual revenue for the year ended 31 March 2017. 

ISA (UK&I) 450 (revised) requires that we record all misstatements identified except those which are “clearly trivial” i.e. those 
which we do expect not to have a material effect on the financial statements even if accumulated. We agreed the de minimis 
threshold with the Management Committee at its meeting in February 2017. 
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Auditing Standards require us to tell you about relevant matters relating to the audit of the Statement of Accounts sufficiently 
promptly to enable you to take appropriate action. 

Accounts 
We have completed our audit, subject to the outstanding matters set out on page 1. Subject to the satisfactory resolution of 
these matters we expect to issue an unqualified audit opinion. 

Accounting issues 
We identified no material accounting issues, but we would like to draw to your attention the following matters resulting from 
our work to assist you in fulfilling your governance responsibilities: 
 
Rebate revenue recognition 

Many of ESPO's contracts with suppliers contain retrospective rebate agreements.  Under the terms of these agreements, 
ESPO is paid back an agreed percentage of the total spend over an agreed period by the supplier.  Rebates are always paid at 
the end of the contract period, which can vary from a few months to a year, and may span more than one financial period.  
Suppliers notify ESPO of the total income over the period and the resulting rebate to ESPO. ESPO then raises a sales invoice to 
the supplier for the amount of income due. 

In 2016/17, rebate income recognised within the financial statements is approximately £6.03m.  This is relatively consistent 
with the amount recognised in 2015/16 of around £6.14m. 

ESPO monitors total spend with each supplier on a monthly basis.  At the end of the contract period, the amount of rebate 
owed to ESPO is calculated based on the percentage outlined in the contract.  The supplier pays the rebate once it receives the 
sales invoice raised by ESPO. 

At year end, the rebate is recognised as a debtor because an invoice has been raised to the supplier based on the amount of 
rebate due to ESPO.  The cash is accounted for in the period in which it is received. 

Each year, some cash is received after ESPO closes its accounts, meaning it is recorded in the following financial year.  This 
approach is consistent with that applied in previous years.  Last year, management estimated that approximately £236,000 of 
2015/16 rebate income would be recorded in 2016/17 because it was received after the accounts were closed.  Management 
confirmed that as these amounts are consistent from year to year and the overall impact on ESPO’s surplus on a yearly basis is 
unlikely to be material. 

 

Significant audit and accounting matters 

There are no material 
accounting issues to draw 
to your attention.  
 
However, we have 
highlighted on the next few 
pages some of the key 
issues we have identified in 
our audit for you to 
consider.  
 
The level of your reserves 
continues to be strong. This 
includes your General Fund 
and your Earmarked 
Reserves, which are held 
for specific future purposes.  
You have also added a new 
reserve this year for 
Warehouse Automation 
with a balance of £2.5m.  
 
We did not identify any 
accounting adjustments 
during the audit. 
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The Statement of Accounts disclose the accounting policy for rebate income as follows: “Rebates are recognised where they 
can be reliably measured and agreed with the supplier and are retrospective. Cash is accounted for in the period it is received.” 

Gas accruals 
ESPO procures gas on behalf of its customers from Total Gas.  Because ESPO does not have access to its customers’ meters, 
accruing for gas used but not billed would be costly, and gas costs are therefore accounted for on a cash basis.  We found some 
invoices in our testing this year that related to gas supplied in 2015/16. 

We checked that the volumes of gas used and the number of contracts is reasonably constant.   On this basis, the impact on 
ESPO’s surplus is unlikely to be material because it is a small percentage of gas consumed.  The approach adopted this year is 
consistent with previous years and no further exceptions have been noted to bring to your attention on this matter. 
 
Direct sales cut-off 
Some of the goods that ESPO sells to customers are through direct sales, rather than being from the warehouse inventory.  
Under these arrangements, the customer orders directly from the supplier and the goods are delivered directly to the 
customer.   
 
ESPO receives the sales invoice from the supplier, and subsequently raises a sales invoice to the customer.  It is upon receiving 
the invoice that ESPO is made aware of the order, so it is difficult to know what has been ordered directly from suppliers 
around year end. 
 
This year, our expenditure sample testing did not identify any cut-off errors; however we are aware that these exist every year.  
Because ESPO does not receive confirmation from its customers at year end of how much has been ordered, no accrual is 
made for these transactions.  We discussed this with management again this year, and acknowledge that it would be very 
costly and resource-intensive to request confirmations from each customer.   
 
This is a cyclical process and the impact on ESPO’s accounts is unlikely to be material because it is a small percentage of the 
annual income and expenditure that is ordered around year end.  The approach adopted this year is consistent with previous 
years and no further exceptions have been noted to bring to your attention on this matter.  
 

We ask you to confirm in the letter of representation (Appendix) that you are satisfied with the appropriateness of accounting 
for the above three arrangements on a cash, rather than an accruals, basis. 

Misstatements and significant audit adjustments 
We have to tell you about all uncorrected misstatements we found during the audit, other than those which are trivial.  We are 
also required to report to you material amendments made to your draft accounts as a result of the audit. 

We are pleased to report that our work there are no uncorrected misstatements to your draft accounts. 
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Significant accounting principles and policies 
Significant accounting principles and policies are disclosed in the notes to the Statement of Accounts. We will ask 
management to represent to us that the selection of, or changes in, significant accounting policies and practices that have, or 
could have, a material effect on the Statement of Accounts have been considered.  Please refer to the management 
representation letter in the Appendices. 

Judgements and accounting estimates 
ESPO is not required to prepare its financial statements in accordance with the CIPFA Code under a statutory obligation, but 
has chosen to continue to do so in 2016/17.  This is consistent with the approach in 2015/16. Nevertheless, there are still many 
areas where management need to apply judgement to the recognition and measurement of items in the financial statements. 
The following significant judgements and accounting estimates were used in the preparation of the financial statements: 

Valuation of non-current assets  
The valuation of non-current assets is an area of significant judgement within the accounts. You have used an independent 
valuer from Leicestershire County Council to revalue your main office and warehouse building as at 31 March 2017.  This 
resulted in a valuation gain of £1.06m to £12.06m.   
 
We have used our specialist valuation team to review the assumptions used by the valuer who assessed these assumptions 
against property valuations data.  Our specialist valuation team assessed the increase in capital value to be at the top end of 
the reasonable range when comparing against the index for industrial properties for the rest of the UK.   
 
Accruals  
Accruals for expenditure and income are raised where an invoice has not been received or raised at the year-end, but ESPO 
knows that there is a liability to be met which relates to the current year. This involves a degree of estimation. Detailed testing 
was performed on significant accruals. No misstatements were identified from this work.  
 
Bad Debt Provision  
There is an inherent level of judgement involved in calculating your bad debt provision, which is done by assessing the 
potential recoverability of invoices which are beyond the due date for payment. As at 31 March 2017, the bad debt provision 
has been calculated at £70k (compared to £30k as at 31 March 2016).  We have considered the recoverability of debtors and 
have not identified any significant concerns in the way that you have calculated your bad debt provision.  
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Overall we found your significant judgements and accounting estimates to be reasonable. 

 

Management representations 
The final draft of the representation letter that we ask management to sign is attached in the Appendix. 

Financial standing 
You identified no material uncertainties related to events and conditions that may cast significant doubt on the ESPO’s ability 
to continue as a going concern and that in overall terms there are sufficient resources available to meet your commitments for 
at least a 12-month period after the projected date of our audit opinion.  We concluded that this consideration is appropriate.  

Related parties 
In forming an opinion on the financial statements, we are required to evaluate: 

 whether identified related party relationships and transactions have been appropriately accounted for and disclosed; 

and 

 whether the effects of the related party relationships and transactions cause the financial statements to be misleading. 

 

To confirm completeness we performed a range of additional procedures to identify potential related party transactions and 

did not identify matters during the course of our work.   

Audit independence 
We are required to follow both the International Standard on Auditing (UK and Ireland) 260 (Revised) “Communication with 
those charged with governance”, UK Ethical Standard 1 (Revised) “Integrity, objectivity and independence” and UK Ethical 
Standard 5 (Revised) “Non-audit services provided to audited entities” issued by the UK Auditing Practices Board. 

Together these require that we tell you at least annually about all relationships between PricewaterhouseCoopers LLP in the 
UK and other PricewaterhouseCoopers’ firms and associated entities (“PwC”) and the Authority that, in our professional 
judgement, may reasonably be thought to bear on our independence and objectivity.  

Relationships between PwC and the Committee 

We have not identified any potential issues in respect of personal relationships with the Committee or investments in the 
Committee held by individuals. 

Employment of PricewaterhouseCoopers staff by the Committee 

We are not aware of any former PwC partners or staff being employed, or holding discussions in respect of employment, by 
the Committee as a director or in a senior management position covering financial, accounting or control related areas. 

We ask management to 
send us a letter of 
representation before we 
sign our audit opinion. A 
draft of that letter is 
included in Appendix 1.  
 
We are required to 
demonstrate our 
independence by 
professional standards.  
Maintaining our 
independence is important 
to us in delivering you a 
robust external audit.  
 
We have concluded that we 
are independent and 
comply with the relevant 
UK regulatory and 
professional requirements. 20
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Business relationships 

We have not identified any business relationships between PwC and the Committee. 

Services provided to the Committee 

The audit of the Statement of Accounts is undertaken in accordance with the UK Firm’s internal policies. The audit is also 
subject to other internal PwC quality control procedures such as peer reviews by other offices. We have not undertaken any 
non-audit services at the Committee during 2016/17.  

 

Fees 

The analysis of our audit fees for the year ended 31 March 2017 is included on page 17.  

Services to Directors and Senior Management 

PwC does not provide any services e.g. personal tax services, directly to directors, senior management. 

Gifts and hospitality 

We have not identified any significant gifts or hospitality provided to, or received from, a member of the Committee, senior 
management or staff. 

Conclusion 

We hereby confirm that in our professional judgement, as at the date of this document: 

 we comply with UK regulatory and professional requirements, including the Ethical Standards issued by the Auditing 
Practices Board; and 

 our objectivity is not compromised. 

We would ask the Management Committee to consider the matters in this document and to confirm that they agree with our 
conclusion on our independence and objectivity. 

These areas form part of your plan for improving corporate governance throughout the organisation and we are satisfied that 
you have proposals to achieve these improvements.  
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Accounting systems and systems of internal control 
Management are responsible for developing and implementing systems of internal financial control and to put in place proper 
arrangements to monitor their adequacy and effectiveness in practice. As auditors, we review these arrangements for the 
purposes of our audit of the Statement of Accounts.  

Reporting requirements 
We have to report to you any deficiencies in internal control that we found during the audit which we believe should be 
brought to your attention.  

No significant deficiencies in internal control were identified through our work, but the following matters are brought to your 
attention: 

Deficiency 

 

Recommendation 

Detailed transaction reports: 

Our audit technology enables us to extract and analyse 
every transaction in a client’s general ledger over a defined 
period through implementation of our HALO software.  

The transaction output extracted from ESPO’s general 
ledger had several limitations, and did not include details 
of: 

- whether a transaction had been manually posted by 
staff, or if it was automated within the ledger; 

- the date and time a transaction had been posted; 

- the individual who had posted a transaction in the 
ledger; and 

- any description included in the posting, e.g: “month 
end payroll expenditure”. 

 

We raised the same contol deficiency last year, because 
these limitations prevented us from undertaking a series of 
procedures in our journals testing. 

 

Investigate the reporting capability of the general ledger 
software to ensure both management and auditors have 
access to full details of ESPO’s financial transactions in the 
reporting period.  

 

 

Internal controls 
 
We identified no significant 

deficiencies in internal 

control to report to you. 
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Aged creditors: 

Our review of the detailed aged creditors listing at year-end 
found a number of historic balances, some dating back to 
2003.  The balances are low value items attributed to 
entitites that are now dissolved.  We have raised this control 
deficiency in previous years. 

 

Although the value of historic balances is immaterial – 
approximately £50k – it is recommended management 
undertake a cleansing procedure to remove historic creditor 
balances with entities that no longer exist.  

Aged debtors: 

Our review of the debtors sub-ledger at year-end 
highlighted a significant number of historic balances, some 
of which dated back as far as 2007.  

Many of the historic balances had a net value of zero due to 
corresponding uncleared credit notes or other related 
invoices.  As with the aged creditors sbove, we have raised 
this control deficiency in previous years. 

 

Management should undertake a cleansing procedure of the 
debtors subledger to reduce the high volume of historic 
balances and transactions which are no longer due.  

User access: 

We identified one instance where a user left the 
Organisation and their access rights to the Aurora system 
should have been removed as at February 2016.  During our 
interim work in March 2017, the user had still not been 
removed. 

We also found that there is no regular review of user access 
rights to identify instances where these may be changed 
inappropriately.  

 

We confirmed that the user had not accessed the system 
since the end of their employment, but management should 
ensure that processes for removing leavers from the system 
are clearly defined and followed on a timely basis. 

 

Although there are very few people who can change user 
access rights, a process should be established for a regular 
review of these to ensure they remain appropriate. 

Damaged and obsolete inventory: 

Although damaged and obsolete stock is kept separately to 
other inventory items during counts, count instructions do 
not include standard operating procedures to identify 
obsolete or damaged stock.  

 

 

Management should ensure that count instructions include 
the procedures that are expected to be followed for damaged 
and obsolete inventory items.  This will ensure that these 
items are accounted for appropriately in the year end 
financial statements. 

Aurora system upgrade: 

In November 2016, ESPO upgraded from Aurora version 
2.3 to version 3.0.  All data was transferred to the new 
system, but no transition reports were run at the time of the 
upgrade (such as checking that the trial balance in the new 
version agrees to the old version). 

 

When system upgrades are undertaken, management should 
ensure that transition reports are run to ensure that all data 
has migrated successfully. 
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International Standards on Auditing (UK&I) state that we, as auditors, are responsible for obtaining reasonable assurance that 
the financial statements taken as a whole are free from material misstatement, whether caused by fraud or error. The 
respective responsibilities of auditors, management and those charged with governance are summarised below: 

Auditors’ responsibility 
Our objectives are: 

 to identify and assess the risks of material misstatement of the financial statements due to fraud; 

 to obtain sufficient appropriate audit evidence regarding the assessed risks of material misstatement due to fraud, 
through designing and implementing appropriate responses; and 

 to respond appropriately to fraud or suspected fraud identified during the audit. 

Management’s responsibility 
Management’s responsibilities in relation to fraud are:  

 to design and implement programmes and controls to prevent, deter and detect fraud; 

 to ensure that the entity’s culture and environment promote ethical behaviour; and 

 to perform a risk assessment that specifically includes the risk of fraud addressing incentives and pressures, 
opportunities, and attitudes and rationalisation. 

Responsibility of the Management Committee 
Your responsibility as part of your governance role is: 

 to evaluate management’s identification of fraud risk, implementation of anti-fraud measures and creation of 
appropriate “tone at the top”; and 

 to investigate any alleged or suspected instances of fraud brought to your attention. 

Your views on fraud 
In our audit plan presented to the Management Committee in February 2017 we enquired: 

 Whether you have knowledge of fraud, either actual, suspected or alleged, including those involving management? 

 What fraud detection or prevention measures (e.g. whistle-blower lines) are in place in the entity? 

 

Risk of fraud 
We ask that the 
Management Committee, 
as those charged with 
governance, confirm to us 
that there are no additional 
matters relating to fraud 
that should be brought to 
our attention.  
 
As part of work to address 
the risk of fraud, we use 
data auditing techniques to 
select journal entries which 
we believe have a greater 
risk of containing fraud or 
error.  
 
We identified no issues to 
report to you as part of this 
work. 
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 What role you have in relation to fraud? 

 What protocols / procedures have been established between those charged with governance and management to 
keep you informed of instances of fraud, either actual, suspected or alleged? 

In presenting this report to you we ask for your confirmation that there have been no changes to your view of fraud risk and 
that no additional matters have arisen that should be brought to our attention. A specific confirmation from management in 
relation to fraud is included in the letter of representation. 

 

 
Conditions under which fraud may occur 

 

 

     Incentive / pressure 

 

 

 

 

Opportunity Rationalisation/attitude 

Circumstances exist that provide opportunity – 
ineffective or absent control, or management 
ability to override controls  

Culture or environment enables management to 
rationalise committing fraud – attitude or values 
of those involved, or pressure that enables them 
to rationalise committing a dishonest act  

 

Management or other employees have an incentive 
or are under pressure 

 

Why 
commit 
fraud? 
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Fees update for 2016/17 
We reported our fee proposals in our plan. Our actual fees have been impacted this year by the additional work we were 
required to undertake to audit the pension liability and disclosures that transferred into ESPO’s accounts this year. At the time 
of writing we have not completed our work on the pension figures and therefore will agree an amendment to our fees to reflect 
the cost of undertaking this additional work, with ESPO’s finance director, following completion of our work.  

 2016/17 outturn (£) 2016/17  
fee proposal (£) 

Audit work performed: 

Impact of inclusion of pensions figures in 2016/17 
accounts 

 

25,000 

TBC 

25,000 

Total TBC 25,000 

 

 

 

 

 

 

 

 

 

Fees update 
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Appendices 
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Donington Court 
Pegasus Business Park 
Herald Way 
Castle Donington 
DE74 2UZ 
 
Dear Sirs  
 
This representation letter is provided in connection with your audit of the non-statutory Statement of Accounts of Eastern Shires 
Purchasing Organisation (ESPO) (the “Organisation”) for the year ended 31st March 2017 for the purpose of expressing an 
opinion as to whether the non-statutory financial statements give a true and fair view, have been properly prepared in 
accordance with the CIPFA/LASAAC Code of Practice in Local Authority Accounting in the United Kingdom 2016/17.  

I confirm that the following representations are made on the basis of enquiries of other chief officers and members of the 
Committee with relevant knowledge and experience and, where appropriate, of inspection of supporting documentation 
sufficient to satisfy myself that I can properly make each of the following representations to you. 
I confirm, for all directors at the time the directors’ report is approved, to the best of my knowledge and belief, and having made 
the appropriate enquiries, the following representations:  
 

Non-statutory Statement of Accounts 

 

I have fulfilled my responsibilities for the preparation of the Consortium’s non-statutory Statement of Accounts in accordance 

with the CIPFA/LASAAC Code of Practice in Local Authority Accounting in the United Kingdom 2016/17; in particular the non-

statutory Statement of Accounts give a true and fair view in accordance therewith. 

 

All transactions have been recorded in the accounting records and are reflected in the non-statutory Statement of Accounts. 

 

Significant assumptions used by the Committee in making accounting estimates, including those surrounding measurement at 

fair value, are reasonable. 

 

 

Appendix 1: Letter of representation 

 

PricewaterhouseCoopers LLP 

There are a number of 
matters on which we are 
required to ask for a 
written representation.  
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All events subsequent to the date of the non-statutory Statement of Accounts for which CIPFA/LASAAC Code of Practice in 

Local Authority Accounting in the United Kingdom 2016/17 require adjustment or disclosure have been adjusted or disclosed. 

 

Prior period figures have been restated to take account of the Committee’s pension liability. I confirm that the comparative 

information has been appropriately accounted for and disclosed in accordance with the CIPFA/LASAAC Code of Practice in 

Local Authority Accounting in the United Kingdom 2016/17. 

 

Information Provided 

 

I have taken all the steps that I ought to have taken as Consortium Treasurer in order to make myself aware of any relevant 

audit information and to establish that you (the Committee’s auditors) are aware of that information. 

 

I have provided you with: 

 

 access to all information of which I am aware that is relevant to the preparation of the non-statutory Statement of 
Accounts such as records, documentation and other matters; 

 

 additional information that you have requested from us for the purpose of the audit; and 
 

 unrestricted access to persons within the Committee from whom you determined it necessary to obtain audit 
evidence.  

 

So far as I am aware, there is no relevant audit information of which you are unaware. 

 

Fraud and non-compliance with laws and regulations 

 

I acknowledge my responsibility for the design, implementation and maintenance of internal control to prevent and detect 

fraud. 

 

I have disclosed to you: 

 

 the results of my assessment of the risk that the non-statutory Statement of Accounts may be materially misstated 
as a result of fraud; 

 

 all information in relation to fraud or suspected fraud that I am aware of and that affects the Committee and involves: 
--- Management; 
--- Employees who have significant roles in internal control; or 
--- Others where the fraud could have a material effect on the non-statutory Statement of Accounts. 
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 all information in relation to allegations of fraud, or suspected fraud, affecting the Committee’s non-statutory 
Statement of Accounts communicated by employees, former employees, analysts, regulators or others. 

 

 all known instances of non-compliance or suspected non-compliance with laws and regulations whose effects 
should be considered when preparing non-statutory Statement of Accounts. 

 

I am not aware of any instances of actual or potential breaches of or non-compliance with laws and regulations which provide 

a legal framework within which the Committee conducts its business and which are central to the Committee’s ability to 

conduct its business or that could have a material effect on the Statement of Accounts. 

 

I am not aware of any irregularities, or allegations of irregularities including fraud, involving members, management or 

employees who have a significant role in the accounting and internal control systems, or that could have a material effect on 

the Statement of Accounts. 

 

Related party transactions 

 

I have disclosed to you the identity of the Committee’s related parties and all the related party relationships and transactions 

of which I am aware and I confirm that the attached appendix to this letter is a complete list of the Committee’s related parties. 

All transfer of resources, services or obligations between the Committee and these parties have been disclosed to you, 

regardless of whether a price is charged. I am unaware of any other related parties, or transactions between disclosed related 

parties. 

 

Related party relationships and transactions have been appropriately accounted for and disclosed in accordance with the 

requirements of Section 3.9 of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 

2016/17. 

 

I confirm that I have identified to you all members of key management, as defined by the Statement of Accounts and the 

CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2016/17, and included their 

remuneration in the disclosures of officers’ remuneration. 

 

Employee Benefits 

 

I confirm that I have made you aware of all employee benefit schemes in which employees of the Committee participate. 

 

Contractual arrangements/agreements 

 

All contractual arrangements (including side-letters to agreements) entered into by the Committee have been properly reflected 

in the accounting records or, where material (or potentially material) to the non-statutory Statement of Accounts, have been 

disclosed to you. 
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Litigation and claims 

 

I have disclosed to you all known actual or possible litigation and claims whose effects should be considered when preparing 

the non-statutory Statement of Accounts and such matters have been appropriately accounted for and disclosed in 

accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2016/17.  

 

Taxation 

 

I have complied with the UK taxation requirements and have brought to account all liabilities for taxation due to the relevant tax 

authorities whether in respect of any corporation or other direct tax or any indirect taxes.  I am not aware of any non-compliance 

that would give rise to additional liabilities by way of penalty or interest and I have made full disclosure regarding any Revenue 

Authority queries or investigations that I am aware of or that are ongoing.   

 

In connection with any tax accounting requirements, I am satisfied that: 

 

 our systems are capable of identifying all material tax liabilities and transactions subject to tax and have maintained 
all documents and records required to be kept by the relevant tax authorities in accordance with UK law or in 
accordance with any agreement reached with such authorities;  

 

 I have submitted all returns and made all payments that were required to be made (within the relevant time limits) to 
the relevant tax authorities including any return requiring us to disclose any tax planning transactions that have been 
undertaken for the Committee’s benefit or any other party’s benefit; and 

 

 I am not aware of any taxation, penalties or interest that are yet to be assessed relating to either the Committee or 
any associated company for whose taxation liabilities the Committee may be responsible. 

 

Bank accounts 

 

I confirm that I have disclosed all bank accounts to you including those that are maintained in respect of the pension fund. 

 

Going concern 

 

An assessment has been made of the financial health of the Committee for a period of at least one year from the approval of 

the Statement of Accounts. 

 

Subsequent events 

 

There have been no circumstances or events subsequent to the period end which require adjustment of or disclosure in the 

statement of accounts or in the notes thereto. 
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Accounting estimates: measurement processes, assumptions, disclosures and effects of subsequent events 

 

Regarding accounting estimates that were recognised in the Statement of Accounts, I confirm that: 

 

 the Committee has used appropriate measurement processes, including related assumptions and models, in 
determining the accounting estimate in the context of the CIPFA/LASAAC Code of Practice on Local Accounting in 
the United Kingdom 2016/17; 

 

 measurement processes were consistently applied from year to year; the assumptions appropriately reflect our intent 
and ability to carry out specific courses of action on behalf of the Committee, where relevant to the accounting 
estimates and disclosures; 

 

 disclosures related to accounting estimates arc complete and appropriate under the CIPFA/ CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom 2016/17; and 

 

 no subsequent event requires adjustment to the accounting estimates and disclosures included in the Statement of 
Accounts. 

 

Provisions 

 

Provisions for depreciation and diminution in value including obsolescence have been made against inventory, and property, 

plant and equipment on the bases described in the Statement of Accounts and at rates calculated to reduce the net book 

amount of each asset to its estimated residual value by the end of its probable useful life in the Committee’s business. In this 

respect I am satisfied that the probable useful lives have been realistically estimated and that the residual values are 

expressed in current terms.   

 

Full provision has been made for all liabilities at the balance sheet date including guarantees, commitments (in particular in 

relation to redundancy plans) and contingencies where the items are expected to result in significant loss. Other such items, 

where in my opinion provision is unnecessary, have been appropriately disclosed in the Statement of Accounts. 

 

I confirm that the Committee does not have plans to implement any redundancy/early retirement programmes for which we 

should have made provision in the Statement of Accounts. 

 

Use of the work of experts 

 

I agree with the findings of the Leicestershire County Council valuations experts in evaluating the valuation of our non-current 

assets, experts in providing estimates of fair values in respect of financial liabilities. I have adequately considered the 

competence and capabilities of the experts in determining the amounts and disclosures used in the preparation of the 

Statement of Accounts and underlying accounting records. The Committee did not give or cause any instructions to be given 
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to experts with respect to the values or amounts derived in an attempt to bias their work, and I am not otherwise aware of any 

matters that have had an impact on the objectivity of the experts. 

 

Assets and liabilities 

 

All known assets and liabilities including contingent liabilities, as at 31st March 2017, have been taken into account or referred 

to in the Statement of Accounts. 

 

Details of all financial instruments, including derivatives, entered into during the year have been made available to you. Any 

such instruments open at 31st March 2017 have been properly valued and that valuation incorporated into the financial 

statements. 

 

The value at which assets and liabilities are recorded in the Balance Sheet is, in the opinion of the Committee, the market 

value. We are responsible for the reasonableness of any significant assumptions underlying the valuation, including 

consideration of whether they appropriately reflect our intent and ability to carry out specific courses of action. Any significant 

changes in those values since the date of the financial statements have been disclosed to you. 

 

The Committee has no plans or intentions that may materially alter the carrying value and where relevant the fair value 

measurements or classification of assets and liabilities reflected in the Statement of Accounts. 

 

In my opinion, on realisation in the ordinary course of the business, the current assets in the balance sheet are expected to 

produce no less than the net book amounts at which they are stated. 

 

The Committee has no plans or intentions that will result in any excess or obsolete inventory, and no inventory is stated at an 

amount in excess of net realisable value. 

 

The Committee has satisfactory title to all assets and there are no liens or encumbrances on the Committee’s assets, except 

for those that are disclosed in the Statement of Accounts. 

 

I confirm that we have carried out impairment reviews appropriately, including an assessment of when such reviews are 

required, where they are not mandatory. I confirm that we have used the appropriate assumptions with those reviews. 

 

Cash accounting 

 

I am satisfied that in relation to issues stated regarding rebate revenue recognition, gas accruals and direct sales cut-off in the 

ISA260, it is appropriate that these are accounted for on a cash basis and that due to their nature, accounting for these on an 

accruals basis would not result in a material difference. 

 

 

 

33



 

Eastern Shires Purchasing Organisation PwC  24 

Deficiencies in internal control 

 

We have communicated to you all deficiencies in internal control of which we are aware. 

 

As minuted by the Management Committee at its meeting on 20th September 2017. 

 

 

........................................  

(Consortium Treasurer)  

 

For and on behalf of Eastern Shires Purchasing Organisation 

 

Date …………………… 
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Appendix 1 – Related Parties and Related Party Transactions 
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In the event that, pursuant to a request which Eastern Shires Purchasing Organisation (ESPO) has received under the Freedom of Information Act 2000, it is required to disclose any information 
contained in this report, it will notify PwC promptly and consult with PwC prior to disclosing such report. Eastern Shires Purchasing Organisation (ESPO) agrees to pay due regard to any 
representations which PwC may make in connection with such disclosure and Eastern Shires Purchasing Organisation (ESPO) shall apply any relevant exemptions which may exist under the Act 
to such report. If, following consultation with PwC, Eastern Shires Purchasing Organisation (ESPO) discloses this report or any part thereof, it shall ensure that any disclaimer which PwC has 
included or may subsequently wish to include in the information is reproduced in full in any copies disclosed. 

This document has been prepared only for Eastern Shires Purchasing Organisation (ESPO) and solely for the purpose and on the terms agreed through our non-statutory audit contract. We accept 

no liability (including for negligence) to anyone else in connection with this document, and it may not be provided to anyone else. 

© 2017 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to the UK member firm, and may sometimes refer to the PwC network. Each member firm is a separate 
legal entity. Please see www.pwc.com/structure for further details. 

130610-142627-JA-UK 
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