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Our reports are prepared in the context of the Audit Commission’s ‘Statement of responsibilities of auditors and audited bodies’. Reports and letters prepared by appointed auditors
and addressed to members or officers are prepared for the sole use of the Authority and we take no responsibility to any member or officer in their individual capacity or to any third
party.

Mazars LLP is the UK firm of Mazars, an international advisory and accountancy group. Mazars LLP is registered by the Institute of Chartered Accountants in England and Wales.
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Tyne and Wear Fire and Rescue Authority
Audit Strategy Memorandum — Year ended 31 March 2013

1. Purpose of this document

This document sets out our audit plan in respetii@external audit of Tyne
and Wear Fire and Rescue Authoffity the year ending 31 March 2QIhis
document forms the basis for discussion at the Gavee Committee
meeting on 18 March 2013.

The plan sets out our proposed audit approachsamicpared to assist you in
fulfilling your governance responsibilities. Thespensibilities of those
charged with governance are defined as to ovehgesttategic direction of
the entity and obligations related to the accodlilitalbf the entity, including
overseeing the financial reporting process.

Our communication with you is important in:

« Reaching a mutual understanding of the scope ditkdé and the
responsibilities of the auditor and those chargil governance;

» Sharing information to assist both the auditor #nude charged with
governance to fulfil their respective responsileitit

« Providing to those charged with governance constiobservations
arising from the audit process; and

e Ensuring as part of the two-way communication psedlat we, as
external auditors, gain an understanding of thud# and views of those
charged with governance of the internal and exteyperational, financial,
compliance and other risks facing the Authovityich might affect the
audit, including the likelihood of those risks nté#sing and how they
are monitored and managed.

2. Scope of engagement

We are appointed to perform the external auditysfeTand Wear Fire and
Rescue Authorityor the year to 31 March 2013. The scope of our
engagement is laid out in the Audit Commission'si€of Audit Practice for
Local Government bodies.

3. Respective responsibilities

The Audit Commission’s Statement of Responsibgitié Auditors and of
Audited Bodies sets out our respective responsdslas the auditor and the
audited body. The Audit Commission has issued & obphe Statement to
you.

The Statement summarises where the different regmbies of auditors and
of the audited body begin and end and we undedakeaudit work to meet
these responsibilities.

We comply with the statutory requirements goverraodit work, in
particular the:

¢ Audit Commission Act 1998; and
+ Code of Audit Practice for Local Government bodies.

We, as auditors to Tyne and Wear Fire and Resctigofty, are responsible
for forming and expressing an opinion on the finahstatements and
reaching a conclusion on the arrangements you paivie place to secure
economy, efficiency and effectiveness in the usgoaf resources (the Value
for Money conclusion).
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Tyne and Wear Fire and Rescue Authority
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We are also required to report on the consistehgpuar Whole Government
Accounts L-Pack with the audited financial statetaen

Our audit does not relieve management or the GaneenCommittee, as
those charged with governance, of their resporitidsil

4. Independence

We have policies and procedures in place whicldesgned to ensure that
we carry out our work with integrity, objectivitynd independence. If at any
time you have concerns or questions about ourtityegbjectivity or
independence please discuss these with the engagkaae.

We are required by the Audit and Assurance Coypoéviously the Auditing
Practices Board - APB), which has issued ethiealdards for auditors, to
confirm we have complied with relevant ethical skamls requirements
regarding independence. This is to ensure our tbiggcand independence is
maintained.

Based on the information provided by you and oun @vternal procedures to
safeguard our independence as auditors, we cotffatin our professional
judgement there are no relationships between usuiaydf our related or

subsidiary entities and you and your related astitreating any unacceptable

threats to our independence within the regulatogrofessional requirements
governing us as your auditors.

We include in Appendix 1 our analysis of the prpatithreats to our
objectivity and independence and the safeguardsawe put in place.

5.  Our audit approach

Our audit approach is designed to provide you aitlaudit that complies
with all professional requirements.

Our audit of the financial statements will be coctéd in accordance with
International Standards of Auditing (UK and Irelaissued by the Audit and
Assurance Council (previously the APB). Our workdsussed on those
aspects of your business which we consider to baugher risk of material
misstatement such as judgement and estimationicapiph of new
accounting standards, changes of accounting pali@nges to operations or
areas which have been found to contain materiatem the past. We raise
and discuss these with you on a regular basiguabat the time of the audit
fieldwork. We expect to obtain appropriate evidetia we consider
sufficient to enable us to draw reasonable conehssiherefrom and will use
a combination of controls and substantive testimggdures as appropriate.

We plan our audit to have a reasonable expectafidetecting fraud where
the potential effects would be material to thefficial statements. We will
consider the control procedures in place to presadtdetect fraud, whether
there are any significant risks of fraud that mayéha material impact on the
financial statements and adapt our procedures @diogy. We also plan our
audit to negate the risk of management over-ridmgrols by testing year-
end journal entries and the major judgements atah&®s that management
make.

Our audit will be planned and performed so as twigde reasonable
assurance that the financial statements are fre®tdrial misstatement and
give a true and fair view.

The key stages of the audit are set out on theviilig page:
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Planning visit

Risk assessment
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Agreeing proposed response to changes in accounting
treatment or policies

Developing audit strategy

Agreeing timetable and deadlines

®  Receiving and reviewing draft financial statements
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Reassessing the audit strategy
®  Executing the strategy, starting with high risk areas
®  Communicating progress and issues arising

®  Clearance meeting

Final review and disclosure check of financial statements
Final engagement lead review

Agreeing content of letter of representation

Reporting to the Governance Committee

Reviewing events after the balance sheet date

Approving and signing the financial statements; signing the
auditor’s report, VFM conclusion, WGA assurance statement
and certificate

Issuing the annual audit letter

6. Reliance on internal audit

Where possible we will seek to utilise the workfpamed by internal audit to
modify the nature, extent and timing of our auddqedures. We will meet
with internal audit to discuss the progress andiffigs of their work prior to
the commencement of our controls evaluation proeesdu

Where we intend to rely on the work on internaligwde will evaluate the
work performed by your internal audit team and @erf our own audit
procedures to determine its adequacy for our audit.

7. Reliance on experts

We plan to place reliance on the following worleaperts.

Area Expert engaged by:
You Ourselves
Asset valuation Sunderland City Central valuation
Council valuer trends report provided
by the Audit
Commission
Pension Fund liability | Actuaries: Central assurance
and IAS 19 disclosures| «  AON Hewitt provided by Audit
(LGPS) Commission,
« Government supplemented by in-
Actuaries Dept. house actuarial
(FFPS) specialist where
needed

MAZARS




Tyne and Wear Fire and Rescue Authority
Audit Strategy Memorandum — Year ended 31 March 2013

8. Service organisations 9. Group accounts

We have identified material entries in your finadtatements where the
Authority is dependent on an external organisattia.call these entities
service organisations. The table below outlinesapproach to understanding

the services the Authority receives from each asgdion and the 10. Slgnlflcant events durlng the year

effectiveness of controls in place to reduce thle of material misstatement impacting the audit
in the financial statements.

The Council currently does not produce group actoun

There have been no significant events during tlae wich have an impact
on our proposed approach to the Authority’s 201 2@it.

Item of account Service Audit approach

organisation

Accounting Services: | Sunderland City | We will review the

Councill Authority’s controls over:
e general ledger;
e payroll and ¢ the information provided
pensions; to the service organisation
e accounts payable « the outputs provided by
and receivable; the service organisation o
e treasury the Authority.

management; and
e accounts
preparation.

Valuation services

MAZARS 4
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11. Significant risks and key judgement areas

We met with senior management on 28 November 281@2a# of the audit planning process. During theseting we discussed the risks that, in management’s
opinion, you face. We have considered the impaatwraudit risk. Set out below are the audit rigkd the areas of management judgement to whichillvpay
particular attention in order to reduce the risknaterial misstatement in the financial statements.

Significant audit risks How we will address this risk

Property, Plant and Equipment (PPE) We will review the arrangements in place for:

PPE is subject to significant estimation uncertaamd is based on valuations e instructing the valuer and relying on their work;
provided by a third party. * maintaining an accurate fixed asset register;

» establishing estimates of asset lives; and

There is a risk that the valuation reported in financial statements will be ~ * identifying impairments.
materially misstated due to:

* basis of valuation not in line with IFRS requirertgn

* incorrect assessments of the assets’ estimatedl liges;

* incorrect asset classifications;

» failure to recognise impairments or other significahanges in asset
values; and

* incorrect distinction between revenue and capikpeaditure.

We will also carry out tests of detail on capitednisactions, balances and
disclosures in the accounts.

There is also a risk that the Authority will fadl meet:

* IFRS and Code requirements; and
» Statutory requirements for capital accounting anarfcing.

1
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Significant audit risks

How we will address this risk

PFI schemes

The Authority has two PFI schemes and both aremahte the accounts. It i
therefore required to:

model expected accounting entries on the contract;

comply with IFRIC 12 requirements;

include the assets and associated liabilities efRRl schemes in th
financial statements; and

account for PFI grant funding in accordance witn @ode.

There were some errors in the initial disclosumesthe 2011/12 account
although these were subsequently corrected.

We will confirm that the PFI accounting entries aensistent with the
soperators’ model. The focus of our work in 2012M@l be to confirm
consistency with prior years and to carry out teftetail (as appropriate) on

contract variations and payment deductions;
asset revaluation/impairments;

refinancing; and

grant receipts.

e

Pension assets and liabilities

The accounting treatment for the national Firegst Pension Fund accou
(FFPF) and top up grant is specified by the CodaplByees who are nc

firefighters belong to the Tyne and Wear Local Gawgent Pension Scheme

(TWLGPS) which is accounted for on a different basider IAS19.

These are material and highly complex transactimignt to a large extent Q
information provided by third parties. Thereforeerth is an inherent risk th
the financial statements may be materially misdtate

We will review the Authority’'s process for engagivgth pension fund
nectuaries and will:

0t confirm their experience and competence;

assess the reasonableness of key assumptions used;
review the information provided and outputs receéjand
seek assurances from TWLGPS auditors where apptepri

n
at

We will also carry out tests of detail on pensiamd transactions an
disclosures in the accounts.
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Significant audit risks

How we will address this risk

In any organisation, management may be in a positiamverride the financis
controls that it has in place. In the current ecoiccclimate, the Authority ma
face pressure to deliver financial performanceleitdnas previously forecast.

A breach of the controls over journal entries, actimg estimates and other

accounts preparation processes may result in arialatmisstatement.
therefore consider management override of con@els significant risk an
adapt my audit procedures accordingly.

IWe have updated our understanding and evaluationntgfrnal control
y processes and procedures as part of our auditiptarincluding completion o
a fraud risk assessment. As part of this processwile be obtaining
information from the Governance Committee and manamnt on processes f
assessing the risk of fraud in the financial sta&tets1and arrangements in pla

I to identify, respond to and report fraud.

d
We will complete audit testing of accounting estiesaand journal entries i
order to any material issues that | need to take account in planning ou
audit and/or bring to your attention.

There is a presumption under the ISAs that theaesignificant risk of fraud ir
the timing of revenue recognition leading to thetamal misstatement Q
revenue overall. This is because revenue is andrparticular focus by use
of financial statements and can be subject to jondgrs as to when the full ris
and reward of the ownership of an asset has passwdfire and rescu
authorities, the same risk applies to the recagmitif expenditure.

1 We will test cut off to assess whether income axpkerditure are included i
fthe appropriate year. We will also carry out anaijtreview procedures.
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Areas of management judgement How we will address this judgement

Property, plant and equipment We will carry out the work identified in the sigiiént risks table above.

Pension liabilities as assessed by the actuaries

Provisions are made for various known liabilitiésincertain timing, such as | We will test material provisions against accountieguirements.

claims against the Council which will not be metnfrinsurance _ . . L
g We will assess whether the Council has providedfiawn liabilities.

MAZARS 8
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12. Value for money

We are required to reach a conclusion on your gamuents to secure economy, efficiency and effeatisg in the use of your resources.

Our conclusion on your arrangements is based orctitgria, specified by the

to improve productivity and efficiency.

Audit Commission:

securing financial resilience — focusing on whetj@r are managing your financial risks to secuséahle financial position for the foreseeable fetand
challenging how you secure economy, efficiency efifiectiveness — focusing on whether you are priimigg your resources within tighter budgets andnbed

We have considered the risks that are relevantitoaue for money conclusion and have identifteel following significant risks that we will addretssough our

work.

Risk identified

How we will address this risk

The Authority faces financial pressures from redultending and continues t
identify plans to deliver future savings. Withoobust budgetary control ar
delivery of its action plans, the Authority’s fingal resilience and servic
performance could deteriorate.

oWe will review budget monitoring and reporting, Geg on areas wher
chction plans are in place to make savings and weekinimise any advers
empact on service delivery. We will review the mdathat are developed
deliver future savings.

A new command and control project is being impletednn partnership with
Northumberland Fire and Rescue Service. Failureddtiver this project
effectively could impact adversely on the smootmning of emergency
response services.

1 A detailed project plan is being implemented. W@ veview progress on
project implementation during the course of theitaud

y
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13. Audit timeline

The table below sets out the timing of the key phasf our audit work. We will communicate with mgament throughout the audit process to facilitatecaway
process of updates and identifying issues. Weaaifitinue to communicate outside of these datesdare that all parties understand developmentissogs as

they arise and to help in providing timely and appiate solutions.

Planning Interim phase Draft statement of Meeting to Issue Annual
meetings with starts December accounts and Fieldwork in July approve and sign Audit Letter
a range of 2012 and working papers and August 2013 statement of October 2013

senior officers scheduled to finish ~ June 2013 accounts
in May 2013 September 2013

T 71

Nov and Dec 2012 December 2012 to August 2013 September 2013

.

Interim Clearance Issue auditor’s report,

reporting (if meeting & audit VFM conclusion,

appropriate) completion WGA assurance &
August 2013 certificate September

201z
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14. Fees for audit and other services

Audit fees

As communicated to you in our letter dated 15 Ndven?012 the Audit
Commission has set a scale fee of £40,848.

Our proposed fee for the 2012/13 audit is £40,848.eing VAT (2011/12
£68,080). We do not currently plan any non-auditises, and no audit or
non-audit services are provided to Tyne and Weaar &fid Rescue
Authority by Mazars LLP associated entities.

1
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15. Proposed team

We know that you value a team who understandsrtieament you operate in and understands youesystcontrols and has a good working
relationship with your staff and internal auditoYsur team meets all these criteria.

Name and contact

Experience and responsibilities

Steve Nicklin
Tel: 0191 383 6300
Email: steve.nicklin@mazars.co.uk

Engagement Lead

Steve has over 30 years of exeudélng experience of loca
government and has worked with you for a numbeyeafs.
He is responsible for the overall delivery of thelia including
the quality of audit reports. Steve will sign theddor’s report
and liaise with chief officers.

A

Gavin Barker
Tel: 0191 383 6321
Email: gavin.barker@mazars.co.uk

Engagement Manager

Gavin will manage and coordihatdifferent parts of the
audit and be the key point of contact for the effscproducing
the financial statements and those involved wighvalue for
money assessment.

Chris Clancy
Tel: 0191 383 6330
Email: chris.clancy@mazars.co.uk

Team Leader

Chris has many years post qualificatikperience and will
lead the onsite delivery of the audit of the finahstatements.

i
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Appendices
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Appendix 1 — Independence

Independence is an ongoing consideration and dswaamonitor it throughout the audit process. phacipal types of threats to the auditor's objegtiand
independence are:

self-interest threat - exists when the auditorfirecial or other interests which might causedhbditor to be reluctant to take actions that wdddadverse to
the interests of the audit firm or any individuala position to influence the conduct or outcomghefaudit;

self-review threat - exists when the results ofoa-audit service performed by the engagement teaby amthers within the audit firm are reflectedtire
amounts included or disclosed in the financialestants;

management threat - exists when the audit firm takes work that involves making judgments andrtgldecisions that are properly the responsibility o
management;

advocacy threat - exists when the audit firm urade$ work that involves acting as an advocate foawadited entity and supporting a position taken by
management in an adversarial context;

familiarity (or trust) threat — exists when the o are predisposed to accept or are insuffibigniestioning of the client’s point of view (fokample, where
they develop close personal relationships witmelpersonnel through long association with thent)ieand

intimidation threat — exists when the auditor’'s d@oct is influenced by fear or threats (for exampiben they encounter an aggressive and dominating
individual).

Prior to the provision of any non-audit services émgagement partner will undertake appropriateguhares to consider and fully assess the impatptbaiding
the service may have on our auditor independence.

We have not identified any threats to our indepandevhich require identification of safeguards.

1
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Appendix 2 — Materiality

‘Materiality' is an expression of the relative siigance or importance of a particular matter ia ttontext of financial statements as a whole.

Misstatements in financial statements are considerébe material if they, individually or in aggedg, could reasonably be expected to influenceetiomomic
decisions of users taken on the basis of the finhatatements.

Judgements on materiality are made in light of@aurding circumstances and are affected by theaizenature of a misstatement, or a combinationotifi.b
Judgements about materiality are based on consimect the common financial information needs sérs as a group and not on specific individualsiser

The assessment of what is material is a matterafegsional judgement and is affected by our peimemf the financial information needs of the ssef the
financial statements. It is reasonable for us suaee that users:

= have areasonable knowledge of business, econativitias and accounts;

= have a willingness to study the information in fimancial statements with reasonable diligence;

= understand that financial statements are preppredented and audited to levels of materiality;

= recognise the uncertainties inherent in the measemeof amounts based on the use of estimatesjuelgt and the consideration of future events; and
= will make reasonable economic decisions on theslidghe information in the financial statements.

We will consider materiality whilst planning andrfseming our audit.

Whilst planning, we will make judgements about $iee of misstatements which we will consider tortaerial and which will provide a basis for detarimg the
nature, timing and extent of risk assessment pruoresdidentifying and assessing the risk of madteniastatement and determining the nature, timimg) extent of
further audit procedures.

The materiality determined at the planning stagesdnot necessarily establish an amount below whittorrected misstatements, either individually ror i
aggregate, will be considered as immaterial.

We will revise materiality for the financial statents as our audit progresses should we become afvamBormation that would have caused us to deiena
different amount had we been aware of that infolonadt the planning stage.

We will include in our Audit Completion Report alhadjusted errors we have identified above thosehndre clearly trivial.

1
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Appendix 3 — Required communication

ISA 260 ‘Communication With Those Charged With Gamaance’ and ISA 265 ‘Communicating Deficienciedriternal Control To Those Charged With

Governance And Management’ require the auditobtoraunicate a number of matters with those chargddgevernance. These matters are set out belawgalo

with our proposed approach. You are required torenthat all points listed below are communicatethbse charged with governance.

Required communication

When and how we will communicate

Respective responsibilities of auditor and thossegéd with governance.
Our responsibility for performing the audit in aotdance with ISAs (UK and
Ireland), which is directed towards forming and regging an opinion on the
financial statements.

The audit of the financial statements does noevelimanagement or tho
charged with governance of their responsibilities.

Section 3 of this report and the Audit Commissior®atement of
Responsibilities of Auditors and of Audited Bodies.

se

Communication of the planned scope and timing efahdit.
Matters communicated include:

Significant audit risks and how we will addressrthe

Our approach to internal control relevant to thditau

The application of the concept of materiality i tontext of an audit;
Our use of the work of internal audit;

Your approach to internal control and how you ogerthe effectiveness
internal control procedures;

The attitude, awareness and action of those chavg#dd governance
concerning the detection or possibility of fraudgda

Your response to new accounting standards, coggmaternance practice

Included in this document.

These matters were discussed at the planning mgeetimd response
incorporated into this document as appropriate.

2S

and related matters.

1
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Required communication

When and how we will communicate

Our views on significant qualitative aspect of agumg practices includin
accounting policies, accounting estimates and fiisustatement disclosures.

When applicable, why we consider a significant aotimg practice not to b
appropriate to the entity.

gWe will communicate these in our Audit Completioe®rt, orally as they
arise, and at the final Governance Committee mgetin

~

[¢)

eDepending on the extent of the issue, either oratlfthe final Governanc
Committee, in our Audit Completion Report or imnegely we become awat
of the issue.

Significant difficulties, if any, encountered dugithe audit.

Significant difficulties encountered during the @uday include such matters

as:

Significant delays in management providing requirgddrmation;

An unnecessarily brief time within which to comgi¢he audit;

Extensive unexpected effort required to obtainisiefit appropriate aud
evidence;

The unavailability of expected information;

Restrictions imposed on the auditor by managenaemt;

Management's unwillingness to make or extend itsessment of th
entity’s ability to continue as a going concern.

We will communicate these in our Audit CompletioepRrt, orally as they
arise, and at the final Governance Committee mgetin

—

(1)

Details of significant matters discussed with, albject to correspondence wi
management.

tiWe will communicate these in our Audit Completioed®rt, orally as they
arise, and at the final Governance Committee mgetin

Details of written representations we require for audit.

We will communicate this in our Audit Completion fiet.

1
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Required communication When and how we will communicate

o

Any other matters which we consider to be significed the oversight of theAs any matters arise which we consider should renwonicated to you an
financial reporting process. within the Audit Completion Report.

(@)

Other significant matters arising from the audiattiare directly relevant t
those charged with governance in overseeing thendiml reporting proces
may include such matters as material misstatemeht§act or materia
inconsistencies in information accompanying theiteddfinancial statement
that have been corrected.

(72}

2]

Statement that the engagement team and the firm t@wplied with relevant Section 4 and Appendix 1 of this document and gsew matters arise.
ethical requirements regarding independence.

Written disclosure of relationships which have arbe on our independence
and safeguards we have put in place, details ofandit services provided and
written confirmation of our independence.

Form, timing and general content of communications. We will issue our Audit Completion Report whichliveionclude upon our aud
and the issues presented in this document. Shoold nequire us to
communicate in a different way please inform ugair preferred method.

—

i
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Required communication When and how we will communicate

Our evaluation of the adequacy of the communicafocess betweenShould we consider it necessary to raise any dfetesues, we will consider
ourselves and those charged with governance. Thisintlude observationsthe most appropriate method and the most appregpitson. The nature of our
on appropriateness and timing of action taken hyipaesponse to matters webservation will determine the method and timinggof communication.
have raised, the openness of your communicatidm wgf your willingness and
capacity to meet with us without management beneggnt, your opportunity. "~ " ) . :
to fully comprehend matters we have raised, thergxto which you probe|nd|cat|ve of an unsatisfactory control environmant increase our assessment

issues raised and our recommendations, any comatiagris we have had inOI iUd't r'\iﬁ(' W_‘ﬁ \g_'” also c_ciamder whethz:j_;x_ve dnste (;eassess our gg(ilt
establishing with you the form, timing and generahtent of communications,S rategy. We will discuss with you any additionabgedures we consider

- . . necessary as a result of these observations.
your awareness of how our discussions impact onr ymyvernance and y

management responsibilities and whether your corsation with us meets |f we consider the communication between you antbu= inadequate and we
legal and regulatory requirements. are unable to agree additional procedures whichomsider necessary, we may
modify our audit opinion, obtain legal advice, diss with other third parties as
we consider appropriate or may, if permitted undgplicable law of
regulation, withdraw from the engagement.

We may consider that any inadequacy in the commatioic process is

v

1
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Required communication When and how we will communicate

—

Any significant deficiencies in internal controlathwe have identified duringWe will communicate these to you in our Audit Costin Report. Should i
the audit. be appropriate, we will discuss significant defidies with management as
they arise.

Our written communication will include a descriptiof the deficiencies with
sufficient explanation for you to understand thateat of the deficiency and an
explanation of the potential effects.

We are required to communicate all significant deficies to you, irrespective
of whether you are already aware of them or hawseh not to take remedial
action for cost or other reasons. We will contiblme&ommunicate deficiencies
previously communicated to you until remedial attias been taken. We will
consider whether failure to act, or lack of ratioggplanation itself represents a
significant deficiency.

Other deficiencies in internal control that we halentified during the audit. We will consider whet other deficiencies should be reported to yaking
into account the likelihood and potential magnitudenisstatements that may
arise. We will also determine whether we reportséhéo you orally or in
writing.

i
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