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Executive Summary
Update to our risk assessment and the scope of our audit

In our audit planning report tabled at the March 2020 Audit and Governance Committee meeting, we provided you with an overview of our audit scope and approach for
the audit of the financial statements. We are carrying out our audit in accordance with this plan, however their have been some changes since the plan was presented.

Changes to our risk assessment as a result of Covid-19
The following changes to our risk assessment have occurred as a result of Covid19. The following will result in the audit team performing additional work and will in turn
result in additional fees for the 2019/20 external audit of Worcester City Council:

• Valuation of Property Plant and Equipment - The Royal Institute of Chartered Surveyors (RICS), the body setting the standards for property valuations, issued
guidance to valuers highlighting that the impact of Covid-19 on markets might cause a valuer to conclude that there is a material uncertainty. Caveats around this
material uncertainty have been included in the year-end valuation reports produced by the Council’s external valuer. We consider that the material uncertainties
disclosed by the valuer give rise to an additional risk relating to disclosures on the valuation of property, plant and equipment. In response to this increased risk we
will be engaging EY valuation specialists to assess the valuation basis used.

• Disclosures on Going Concern – The response to Covid-19 has had a significant impact on the financial position of local authorities. The Council’s financial plans for
2020/21 and the Medium Term Financial Plan will need revision to address the impact of Covid-19. With an increase in uncertainty on the Council’s finances
management will need to consider the liquidity position of the Council in making their assessment and in disclosing the key factors relating to going concern.

• Pension Liability Valuation – The IAS19 accounting and financial statements disclosures involve significant estimation and judgement and are informed by the work
of an actuarial specialist engaged by management. Covid-19 has had an impact on the valuation of assets as at the 31 March 2020, with an increase in valuation
uncertainty on classes of investments such as investment property and private equity investments. We will review the report of the pension fund auditor and report of
our EY pension specialists.

• Additional EY consultation requirements concerning the impact on auditor reports because of Covid-19 -The increases in audit risks as a result of Covid-19 across
all organisations, including the local government sector, has resulted in additional consultation requirements for auditor reporting and the level of work we need to
perform to respond to the changes in risk. Until we have completed our outstanding procedures, it is possible that further matters requiring amendment may arise.
Our audit opinion may need to refer to the following issues which are currently subject to ongoing discussion with management:

PPE valuation – Material uncertainty in respect of the valuation of land and buildings.
Going concern – The disclosures made in respect of going concern

• Value for Money Conclusion - As communicated in our audit planning report, we identified a specific area of focus which we view as relevant to our value for money
conclusion – ‘Maintaining Financial sustainability’. During our final audit, we will be performing additional work is assess the arrangements the Council has in place to
respond to this risk.


