
 

 
 

Report to: Audit and Governance Committee, 7th December 2022 
 

Report of: Head of Finance 
 

 
Subject: EXTERNAL AUDIT REPORT AND LETTER OF REPRESENTATION  

2020/21 
 
1. Recommendation 

 
1.1 That the Audit and Governance Committee consider the findings, 

recommendations and responses in the external auditor’s report ‘Audit 
Results Report – ISA (UK and Ireland) 260 for the year ended 31 March 

2021’. 
 

1.2 That the Audit and Governance Committee reviews the proposed ‘Letter of 

Representation’, endorses the content and recommends approval by the 
Council’s statutory officers. 

1.3 That the Audit and Governance Committee approves the delegation of the 
approval of the final Statement of Accounts to the Chairman of this 
Committee and the Corporate Director – Finance and Resources. 

2 Background 
 

2.1 In November 2021, the Audit and Governance Committee received the Audit Plan 
for 2020/21 from Ernst Young.  This identified the programme of work for the year 
and the approach to completing the work. 

2.2 The Audit Findings for Worcester City Council 
 

3.1 This report covers the key issues arising from the audit of the Statement of 
Accounts and on the Value for Money conclusion. 

3.2 The key headlines from the report, Appendix 1, are: 

 
3.2.1 Ernst Young’s work is substantially complete. They anticipate providing an 

unqualified audit opinion on the Statement of Accounts. The audit work on the 
Value for Money has not yet been completed. However, to date no matters have 
arisen to warrant any concerns. 

 
3.2.2 The audit work identified items that the auditors have asked to be adjusted. These 

are as follows:  
 

1. The valuation of the Perdiswell Leisure Centre is to be increased from £14.45m 

to £17.90m. The previous valuation was £13.57m. The adjustment arose 
because: 



 

 The valuer whom we engaged did not complete the valuation of the 
whole building, prompting an adjustment of £1.8m 

 
 The auditors considered the land to be of a greater commercial value 

than the valuer had assumed, prompting a further adjustment of 

£1.6m  
 

2. During the pandemic, the Council paid Covid-19 related grants to businesses. 
Some of these were for the period January and February 2021 with the 
deadline for applications being 31 March 2021. Once the deadline had passed 

the applications were reviewed and those approved, amounting to £1.2m, were 
paid in the period April to June 2021. As no applications had been approved 

before the year-end on 31 March, no liability was recognised in the accounts. 
The auditors consider that the grants relate to 2020/21 and should therefore be 

recognised in the accounts. The adjustment will now be made. 
 

3. During the pandemic the grants paid to businesses were either based on the 

properties’ rateable values or were at the Council’s discretion. In one instance 
grant funding of £393k was received. Although the terms of the grant allowed 

the Council to use its discretion, it chose not to do so and to instead pay the 
grants based on rateable values. The auditors contend that the option to 
exercise discretion was available and the grant should therefore be recognised 

in the accounts with the Council acting as principal rather than simply as an 
agent on behalf of the Government. This will now be adjusted, although it does 

not change the year-end surplus. 
 
4. The Council has previously committed to pay the County Council £160k per 

annum towards the cost of running the libraries in the city. The payment for 
2020/21 had not been made by the end of the year and was therefore included 

in the accounts as an outstanding liability. After the publication of the draft 
accounts, the County Council confirmed that they did not require payment and 
the auditors have therefore requested that the accounts be adjusted 

accordingly.  
 

5. At 31 March 2021 there were several thousand appeals against Business Rates 
property valuations outstanding. Some of these appeals relate to the impact of 
the pandemic and the Government have already ruled that these will be ruled 

out. The 2020/21 accounts include a provision of £4.5m for the potential 
liability that could arise from these appeals proving successful. The auditors 

have reviewed this provision and initially considered it to be over-stated. 
However, they have now decided that it is not possible to decide which appeals 
are Covid-19 related and that the provision should be increased by £393k. We 

believe this to be over-prudent and the accounts have not therefore been 
adjusted. This has been noted in the audit report as an unadjusted difference. 

 
3.2.3 The Statement of Accounts will now be revised to include these adjustments and 

approval is sought for it to be signed off by the Chairman of this Committee and 

the Corporate Director – Finance and Resources.  
 

4. Letter of Representation 2020/21 
 

4.1 The draft Letter of Representation is included as Appendix 2. The s151 Officer will 
sign off this letter after making appropriate enquiries of other officers and 



 

members that they are happy with the representations that are made in respect of 
the audit of the Statement of Accounts 2020/21.  The Members of the Audit and 

Governance Committee are asked to formally record whether, to the best of their 
knowledge, they are satisfied that the letter may be signed in good faith. 

 

5. Statement of Accounts 2020/21 
 

5.1 The Statement of Accounts 2020/21 was prepared in accordance with the CIPFA 
Code of Practice on Local Authority Accounting in the UK 2019/20 and 
International Financial Reporting Standards (IFRS). 

 
5.2 In accordance with regulations, the draft (unaudited) Statement of Accounts 

2020/21 was approved by the Council’s s151 Officer on 30 July 2021 and was 
made available on the Council’s website. The accounts were then subject to 

independent audit by our external auditors, Ernst Young. The audit work took 
place between March 2021 and November 2022. 

 

5.3 Once formally approved by Chairman of this Committee and the Corporate Director 
– Finance and Resources, the Statement of Accounts will be placed on the 

Council’s website. 
 
 

Ward(s):   All 
Contact Officer: Mark Baldwin, Tel: 01905 722007 

Email: mark.baldwin@worcester.gov.uk 
Background Papers: None  


