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The contents of this report relate only to the matters which have come to our attention, which 

we believe need to be reported to you as part of our audit process.  It is not a comprehensive 

record of all the relevant matters, which may be subject to change, and in particular we cannot 

be held responsible to you for reporting all of the risks which may affect your business or any 

weaknesses in your internal controls.  This report has been prepared solely for your benefit and 

should not be quoted in whole or in part without our prior written consent. 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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Purpose

The purpose of this report is to contribute towards the effective two-way communication between Barrow Borough Council’s external auditors and 

Barrow Borough Council’s Audit Committee, as 'those charged with governance'. The report covers some important areas of the auditor risk 

assessment where we are required to make inquiries of the Audit Committee under auditing standards.   

Background

Under International Standards on Auditing (UK), (ISA(UK)) auditors have specific responsibilities to communicate with the Audit Committee. ISA(UK) 

emphasise the importance of two-way communication between the auditor and the Audit Committee and also specify matters that should be 

communicated.

This two-way communication assists both the auditor and the Audit Committee in understanding matters relating to the audit and developing a 

constructive working relationship. It also enables the auditor to obtain information relevant to the audit from the Audit Committee and supports the 

Audit Committee in fulfilling its responsibilities in relation to the financial reporting process. 

Communication

As part of our risk assessment procedures we are required to obtain an understanding of management processes and the Council’s oversight of the 

following areas:

• General Enquiries of Management

• Fraud,

• Laws and Regulations,

• Related Parties, 

• Going Concern, and

• Accounting Estimates.
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Purpose

This report includes a series of questions on each of these areas and the response we have received from Barrow Borough Council’s management. 

The Audit Committee should consider whether these responses are consistent with its understanding and whether there are any further comments it 

wishes to make. 

5



© 2022 Grant Thornton UK LLP | Barrow Borough Council 2022/23

Commercial in confidence

General Enquiries of Management

Question Management response

1. What do you regard as the key events or issues that 

will have a significant impact on the financial statements 

for 2022/23?  

The matters that have a significant impact on the financial statements for 2022/23 are the valuation of 

assets; funds distributed on behalf of government as a principal and the proper exclusion of those 

distribution as an agent; the precepting impacts of COVID-19 reliefs; and changes in the net pension 

liability.  The Council changed the service delivery model of the Waste Management service during 

2022/23 and the half year impact has been supported from existing reserves and provisions.

2. Have you considered the appropriateness of the 

accounting policies adopted by Barrow Borough 

Council’s ?

Have there been any events or transactions that may 

cause you to change or adopt new accounting policies? 

If so, what are they?

The accounting policies applied to 2022/23 will be presented to the Audit and Governance Committee on the 

16 March 2023 following managements assessment.  The Council wholly owns Barrow Forward which was 

a newly established company to deliver the Park Leisure Centre services, however group accounts have not 

been prepared for 2021/22.  Barrow Forward began trading on 1 February 2022 and the finances for the 

period to 31 March 2022 are below materiality levels, however 2022/23 will include group accounts.

3. Is there any use of financial instruments, including 

derivatives? If so, please explain
The Council’s financial instruments consist of temporary fixed rate, fixed term investments, and mixed term 

fixed rate, fixed term PWLB loans.  There are also soft loans under the Cluster of Empty Homes scheme.  

The Council has no derivates, LOBOs, or traded shares.

4. Are you aware of any significant transaction outside 

the normal course of business? If so, what are they?
There are no significant transactions outside the normal course of business apart from the significant 

amount distributed on behalf of government for energy rebates.
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General Enquiries of Management

Question Management response

5. Are you aware of any changes in circumstances that 

would lead to impairment of non-current assets? If so, 

what are they?

The Council is not aware of any changes in circumstances that would lead to the impairment of non-

current assets.

6. Are you aware of any guarantee contracts? If so, 

please provide further details
The Council has no guarantee contracts.  For complete disclosure, the LGPS membership of those Barrow 

Forward employees that originally transferred from Barrow Borough Council (to Life Leisure, then to Barrow 

Forward) is the same Appropriate Fund as Barrow Borough Council.  The Council will assume the liabilities 

of Barrow Forward if it is unable to meet its scheme liabilities.

7. Are you aware of the existence of loss contingencies 

and/or un-asserted claims that may affect the financial 

statements? If so, please provide further details

Management are not aware of the existence of loss contingencies or unasserted claims that may affect the 

financial statements.

8. Other than in house solicitors, can you provide details 

of those solicitors utilised by Barrow Borough Council

during the year. Please indicate where they are working 

on open litigation or contingencies from prior years?

The Monitoring Officer can provide a comprehensive schedule as the Head of Legal and Governance.  The 

Council has a framework with Brown Barron for the bulk of legal advice, with others engaged where 

specialities are required such as subsidy allowance with DWF LLP (formerly state aid) and for the 

Community Governance Review, St John’s Chambers.
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General Enquiries of Management

Question Management response

9. Have any of the Barrow Borough Council’s service 

providers reported any items of fraud, non-compliance 

with laws and regulations or uncorrected misstatements 

which would affect the financial statements? If so, 

please provide further details

None of the Council’s service providers have reported any items of fraud, non-compliance with laws or 

regulations, or uncorrected misstatements which would affect the financial statements.

10. Can you provide details of other advisors consulted 

during the year and the issue on which they were 

consulted?

Advisors during 2022/23; APSE – waste service delivery; Sam Bagshaw – Community Governance Review; 

David Ganz Associates – equality impact assessments; Bob Pedley Safety Services – health and safety; 

LAVAT – tax and VAT; Link – treasury services.

11. Have you considered and identified assets for which 

expected credit loss provisions may be required under 

IFRS 9, such as debtors (including loans) and 

investments? If so, please provide further details

The Council has not identified any assets for which expected credit loss is required; trade debtors are 

assessed at year-end and potential credit loss is provided for (formerly referred to as a bad debt provision).
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Fraud

Matters in relation to fraud

ISA (UK) 240 covers auditors responsibilities relating to fraud in an audit of financial statements.

The primary responsibility to prevent and detect fraud rests with both the Audit Committee and management. Management, with the 

oversight of the Audit Committee, needs to ensure a strong emphasis on fraud prevention and deterrence and encourage a culture of 

honest and ethical behaviour. As part of its oversight, the Audit Committee should consider the potential for override of controls and 

inappropriate influence over the financial reporting process.

As Barrow Borough Council’s external auditor, we are responsible for obtaining reasonable assurance that the financial statements are free 

from material misstatement due to fraud or error. We are required to maintain professional scepticism throughout the audit, considering the 

potential for management override of controls.

As part of our audit risk assessment procedures we are required to consider risks of fraud. This includes considering the arrangements 

management has put in place with regard to fraud risks including: 

• assessment that the financial statements could be materially misstated due to fraud,

• process for identifying and responding to risks of fraud, including any identified specific risks, 

• communication with the Audit Committee regarding its processes for identifying and responding to risks of fraud, and

• communication to employees regarding business practices and ethical behaviour. 

We need to understand how the Audit Committee oversees the above processes. We are also required to make inquiries of both 

management and the Audit Committee as to their knowledge of any actual, suspected or alleged fraud. These areas have been set out in 

the fraud risk assessment questions below together with responses from Barrow Borough Council’s management. 
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Fraud risk assessment

Question Management response

1. Has Barrow Borough Council assessed the risk of 

material misstatement in the financial statements due to 

fraud?

How has the process of identifying and responding to 

the risk of fraud been undertaken and what are the 

results of this process? 

How do the Council’s risk management processes link to 

financial reporting?

Yes.  The Council’s Accountants review the financial information of assigned service areas throughout 

the year.  Posting of journals is restricted within the main ledger system; posting is primarily performed 

by the Accountancy Services Manager, Financial Services Manager and Finance Systems Accountant 

and journals are reviewed prior to posting; the Director of Resources also has access to post journals.  

The journal entries are covered by the Auditors management override checks.  The Accountancy 

Services Manager (currently an interim) compiles the financial statements; these are checked by the 

Accountants and then issued to the Director of Resources.  The Director of Resources reviews the 

financial statements as a quality check prior to authorising for issue.  Financial systems are reviewed as 

part of the internal control environment by Internal Audit.  Estimations and judgements are disclosed in 

the financial statements as well as the use of experts.  Quarterly reports are prepared for the Executive 

Committee with year-end as an outturn report.  Within financial processes in particular we have dual 

authorisation, segregation of duties, controls for company updates and other procedures in place; our 

procedures identify the segregation - some are for verification purposes and some are for approval 

purposes.  The Internal Audit plan is risk based and the work performed covers all significant risk areas 

of the Council's operations.  The Council has a money laundering policy and Treasury Management 

Practices.  The risk register is considered by the Senior Management Team (SMT) on a quarterly basis 

and the Section 151 Officer is a member of the SMT.  If there are mitigations or financial risk that involve 

finances, the Section 151 Officer considers and incorporates those into budgets and financial plans.  All 

reports to the Executive Committee include any associated risks and finances. 

2. What have you determined to be the classes of 

accounts, transactions and disclosures most at risk to 

fraud? 

There are no particular areas that are considered a fraud risk.  The Council has more rigour around 

housing benefits, council tax, housing and licensing as any Council would; and recruitment, payroll, IT, 

procurement and treasury as any organisation would. 

3. Are you aware of any instances of actual, suspected 

or alleged fraud, errors or other irregularities either 

within Barrow Borough Council as a whole, or within 

specific departments since 1 April 2022? If so, please 

The Council is not aware of any instances of actual, suspected or alleged fraud, errors or other 

irregularities either within Barrow Borough Council as a whole or within specific departments since 1 April 

2022.
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Fraud risk assessment

Question Management response

4. As a management team, how do you communicate 

risk issues (including fraud) to those charged with 

governance?                                                                                         

The Audit and Governance Committee receives the reports from Internal Audit work, external audit work, 

any other inspection, from the Section 151 Officer, the Monitoring Officer (also the Data Protection Officer) 

and others as appropriate.  The fraud policies (including Fraud Response Plan) are approved by Full 

Council and Audit and Governance Committee are made aware of any changes made during their review.  

Any issues are reported to the Audit and Governance Committee.

5. Have you identified any specific fraud risks? If so, 

please provide details

Do you have any concerns there are areas that are at 

risk of fraud?

Are there particular locations within Barrow Borough 

Council where fraud is more likely to  occur?

No specific fraud risks have been identified.

The Council has more rigour around housing benefits, council tax, housing and licensing as any Council 

would; and recruitment, payroll, IT, procurement and treasury as any organisation would.

6. What processes do Barrow Borough Council have in 

place to identify and respond to risks of fraud?
The Council’s anti-fraud and whistleblowing procedures include our Fraud Response Plan – these were last 

reviewed in March 2022.  To identify fraud we rely upon the ethical behaviour of employees and external 

providers/contractors.  The internal controls are designed to prevent fraud (segregation of duties and 

authorised signatories for example), and the Internal Audit plan/work is risk based.  The Council is a 

member of the National Anti-Fraud Network and participant of the National Fraud Initiative.
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Fraud risk assessment

Question Management response

7. How do you assess the overall control environment for Barrow 

Borough Council, including:

• the existence of internal controls, including segregation of 

duties; and

• the process for reviewing the effectiveness the system of 

internal control?  

If internal controls are not in place or not effective where are the 

risk areas and what mitigating actions have been taken?

What other controls are in place to help prevent, deter or detect 

fraud?

Are there any areas where there is a potential for override of 

controls or inappropriate influence over the financial reporting 

process (for example because of undue pressure to achieve 

financial targets)? If so, please provide details

The internal control environment is assessed through Internal Audit and the regular 

reports to the Audit and Governance Committee.  The individual audits include testing the 

existence and operation of the internal controls as defined (for the function/service being 

performed) and a review of the effectiveness of the internal controls to provide assurance 

to the Section 151 Officer, Senior Management Team and to inform the Annual 

Governance Statement.  Procurement and contract management were highlighted as 

areas of weakness in the 2020/21 audit opinion leading to statutory recommendations.  In 

August 2021 the Council commissioned a review of the procurement rules and 

procedures to ensure that it is fit for purpose and reflects best practice.  A new 

procurement strategy was adopted in January 2022; managers and officers were involved 

in the review and training was delivered through STAR Procurement and the Council’s 

procurement lead.  Ongoing/ad-hoc training is delivered by the procurement lead and a 

procurement handbook has been issued as desktop support.  Weaknesses highlighted 

through audit reports have been designed out of the system, roles and responsibilities 

have been clearly established.  The new arrangements have been live since 1 April 2022 

and all actions in response to the statutory recommendations implemented.

The Council relies upon staff to raise any concerns, both informally as well as formally.  

There are no areas where there is a potential for override of controls or inappropriate 

influence over the financial reporting process – the Council does not have service 

performance targets that penalise staff, or performance related pay that rewards staff – or 

services, or contractors.  Financial targets are essential to meeting the Council’s 

objectives; procedures and processes are in place to ensure these are met without any 

undue pressure being required. 

8. Are there any areas where there is potential for misreporting? If 

so, please provide details

There are no particular areas where there is potential for misreporting.
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Fraud risk assessment

Question Management response

9. How does Barrow Borough Council communicate 

and encourage ethical behaviours and business 

processes of it’s staff and contractors? 

How do you encourage staff to report their concerns 

about fraud?

What concerns are staff expected to report about 

fraud? Have any significant issues been reported? If 

so, please provide details

The induction checklist for new starters requires managers to explain the way the Council operates (its 

governance), associated policies and procedures that all staff must be aware of and understand, 

together with the conditions and expectation of officers.  The Officer Code of Conduct is part of the 

Constitution.  Policy updates are sent out as emails alerts and Managers provide hard copies to those 

without computer access for their work.  The Values and Behaviours Framework is well established and 

includes honesty and integrity.  The Be Proud awards are the most visible element of the framework and 

this allows colleagues and councillor to nominate those that best demonstrate the Council’s values 

through their behaviours and going above and beyond in serving the Council.  The changes in flexible 

working introduced during COVID-19 have become permanently available in response to the staff “ask” 

through the Values and Behaviours Group.  The Framework is recognised within the Council Plan.

Staff are encouraged to report any concerns through line management, or through the whistleblowing 

procedure – reports from staff can be anonymous.  No significant issues have been reported. 

10. From a fraud and corruption perspective, what 

are considered to be high-risk posts?

How are the risks relating to these posts identified, 

assessed and managed?

The internal control environment exists to prevent fraud.  High risk posts could be considered to include 

those that award contracts – the award value is limited by the scheme of delegation and the evaluation 

process is not undertaken alone; those involved in recruitment - this is not undertaken alone and there 

are HR controls; those involved in payments – this is not undertaken alone, there is segregation of duty 

and approvals within Finance.  Ultimately the Senior Management Team have the bulk of the officer 

delegations but all of those are attached to underlying processes and therefore internal controls. 

11. Are you aware of any related party relationships 

or transactions that could give rise to instances of 

fraud? If so, please provide details

How do you mitigate the risks associated with fraud 

related to related party relationships and 

transactions?

The Council is not aware of any related party relationships or transactions that could give rise to 

instances of fraud.  The related parties are declared as part of our year-end procedure, to quantify those 

for the notes to the accounts.  Separately elected members and officers complete declarations which set 

out any relationships that may impact the decision-making process and those are supplemented with a 

declaration at each committee meeting where an interest may just become apparent.  Members interests 

are published on the Councils website.
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Fraud risk assessment

Question Management response

12. What arrangements are in place to report fraud 

issues and risks to the Audit Committee? 

How does the Audit Committee exercise oversight 

over management's processes for identifying and 

responding to risks of fraud and breaches of internal 

control?

What has been the outcome of these arrangements 

so far this year?

The review of anti-fraud and whistleblowing procedures and facilities is monitored by the Audit and 

Governance Committee.  This includes the review of the relevance and requirements of the policies and 

the reporting of activity from the fraud hotline.  The policy and procedure were reviewed in March 2022 

and reported to the Audit and Governance Committee.

The fraud hotline activity is reported quarterly and for 2022/23 there were 50 calls and no fraudulent 

activity was identified; no calls were received in relation to staff.  The Internal Audit team holds these 

records.

13. Are you aware of any whistle blowing potential 

or complaints by potential whistle blowers? If so, 

what has been your response?

Management are not aware of any whistle blowing potential or complaints by potential whistle blowers. 

14. Have any reports been made under the Bribery 

Act? If so, please provide details

No reports have been made under the Bribery Act. 
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Law and regulations

Matters in relation to laws and regulations

ISA (UK) 250 requires us to consider the impact of laws and regulations in an audit of the financial statements.

Management, with the oversight of the Audit Committee, is responsible for ensuring that Barrow Borough Council’s operations are conducted in 

accordance with laws and regulations, including those that determine amounts in the financial statements. 

As auditor, we are responsible for obtaining reasonable assurance that the financial statements are free from material misstatement due to fraud or 

error, taking into account the appropriate legal and regulatory framework. As part of our risk assessment procedures we are required to make 

inquiries of management and the Audit Committee as to whether the body is in compliance with laws and regulations. Where we become aware of 

non-compliance or suspected non-compliance we need to gain an understanding of the non-compliance and the possible effect on the financial 

statements.

Risk assessment questions have been set out below together with responses from management.
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Impact of laws and regulations

Question Management response

1. How does management gain assurance that all relevant laws 

and regulations have been complied with?

What arrangements Barrow Borough Council have in place to 

prevent and detect non-compliance with laws and regulations?

Are you aware of any changes to the Barrow Borough Council’s 

regulatory environment that may have a significant impact on 

the Council’s financial statements?

The Council relies on the Monitoring Officer to prevent and detect non-compliance with laws 

and regulations, and that Heads of Services will flag issues that require the Monitoring 

Officer’s opinion or attention.  The Monitoring Officer ensures compliance with the Council’s 

Constitution. 

The Council also employs a number of professional, qualified officers in particular fields of 

expertise and also obtains external legal advice when required; generally for clarification in 

specific circumstances.  All Executive Committee reports include consideration of the legal 

aspects of any decision for Members. 

Local Government Reorganisation will result in Barrow Borough Council becoming part of 

Westmorland and Furness Council – vesting day is 1 April 2023.

2. How is the Audit Committee provided with assurance that all 

relevant laws and regulations have been complied with?

The Monitoring Officer has overall responsibility for assuring those charged with governance

that all relevant laws and regulations have been complied with. The Monitoring Officer

attends Audit and Governance Committee, Executive Committee and Full Council meetings.

The legal aspects of any decision for Members are disclosed in the reports presented at the

Executive Committee.

3. Have there been any instances of non-compliance or 

suspected non-compliance with laws and regulation since 1 

April 2021 with an on-going impact on the 2022/23 financial 

statements? If so, please provide details

There have been no instances of non-compliance or suspected non-compliance with law and 

regulation since 1 April 2022. 

4. Are there any actual or potential litigation or claims that 

would affect the financial statements? If so, please provide 

details

There are no actual or potential litigation or claims that would affect the financial statements.
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Impact of laws and regulations

Question Management response

5. What arrangements does Barrow Borough 

Council have in place to identify, evaluate and 

account for litigation or claims? 

Claims or proceeding against the Council are raised with the Senior Management Team and would be

dealt with either by the Council’s insurers, Head of Legal and Governance, retained solicitors or an

alternate if specific expertise were required. Insurance is a mitigation method and the Council holds an

amount for excesses in reserve. The Council also holds an uninsured losses reserve but that is only

expected to be used in exceptional circumstances, such as a significant fine or unbudgeted settlement.

6. Have there been any reports from other regulatory        

bodies, such as HM Revenues and Customs, which 

indicate non-compliance? If so, please provide 

details

There have been no reports from other regulatory bodies that indicate non-compliance.
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Related Parties

Matters in relation to Related Parties

Barrow Borough Council are required to disclose transactions with bodies/individuals that would be classed as related parties.  These may 

include:

■ bodies that directly, or indirectly through one or more intermediaries, control, or are controlled by Barrow Borough Council;

■ associates;

■ joint ventures;

■ a body that has an interest in the authority that gives it significant influence over the Council;

■ key management personnel, and close members of the family of key management personnel, and

■ post-employment benefit plans (pension fund) for the benefit of employees of the Council, or of any body that is a related party of the 

Council.

A disclosure is required if a transaction (or series of transactions) is material on either side, i.e. if a transaction is immaterial from the Council’s 

perspective but material from a related party viewpoint then the Council must disclose it.

ISA (UK) 550 requires us to review your procedures for identifying related party transactions and obtain an understanding of the controls that you 

have established to identify such transactions. We will also carry out testing to ensure the related party transaction disclosures you make in the 

financial statements are complete and accurate. 
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Related Parties

Question Management response

1. Have there been any changes in the related 

parties including those disclosed in Barrow Borough  

Council’s 2021/22 financial statements? 

If so please summarise: 

• the nature of the relationship between these 

related parties and Barrow Borough Council

• whether Barrow Borough Council has entered 

into or plans to enter into any transactions with 

these related parties

• the type and purpose of these transactions 

There is no material difference in the related parties disclosed in 2021/22 to 2022/23.

2. What controls does Barrow Borough Council

have in place to identify, account for and disclose 

related party transactions and relationships?

The Finance Department request all service managers, senior managers and elected members to 

annually certify their related party transaction relationships and transactions.  This is easily compared 

year to year.  The declarations made through the committee process are also checked against the 

declarations provided to Finance and any discrepancies resolved prior to finalising the note to the 

accounts. 

3. What controls are in place to authorise and 

approve significant transactions and arrangements 

with related parties?

Transactions and arrangements with related parties would be subject to normal procedures.  For 

example, if it were a significant contract award this would be with the Executive Committee, if it were 

lower value then it would be with the officer delegated plus another officer for segregation.  Those 

elected members and officers with a related party interest would be excluded as necessary. 

4. What controls are in place to authorise and 

approve significant transactions outside of the 

normal course of business?

The scheme of delegation assigns certain responsibilities to the Senior Management Team, including the 

Chief Executive.  If a significant transaction outside of normal operations was required and the officer 

delegations could not be applied, that would require either an extraordinary Executive Committee or an 

extraordinary Full Council meeting depending on the matter/item. 
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Going Concern

Matters in relation to Going Concern

The audit approach for going concern is based on the requirements of ISA (UK) 570, as interpreted by Practice Note 10: Audit of financial 

statements and regularity of public sector bodies in the United Kingdom (Revised 2020). It also takes into account the National Audit Office's 

Supplementary Guidance Note (SGN) 01: Going Concern – Auditors’ responsibilities for local public bodies.

Practice Note 10 confirms that in many (but not all) public sector bodies, the use of the going concern basis of accounting is not a matter of 

significant focus of the auditor’s time and resources because the applicable financial reporting frameworks envisage that the going concern basis 

for accounting will apply where the body’s services will continue to be delivered by the public sector. In such cases, a material uncertainty related 

to going concern is unlikely to exist. 

For this reason, a straightforward and standardised approach to compliance with ISA (UK) 570 will often be appropriate for public sector bodies. 

This will be a proportionate approach to going concern based on the body’s circumstances and the applicable financial reporting framework. In 

line with Practice Note 10, the auditor’s assessment of going concern should take account of the statutory nature of the body and the fact that the

financial reporting framework for local government bodies presume going concern in the event of anticipated continuation of provision of the 

services provided by the body. Therefore, the public sector auditor applies a ‘continued provision of service approach’, unless there is clear 

evidence to the contrary. This would also apply even where those services are planned to transfer to another body, as in such circumstances, the 

underlying services will continue. 

For many public sector bodies, the financial sustainability of the body and the services it provides are more likely to be of significant public 

interest than the application of the going concern basis of accounting. Financial sustainability is a key component of value for money work and it 

is through such work that it will be considered. 
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Going Concern

Question Management response

1. What processes and controls does management have 

in place to identify events and / or conditions which may 

indicate that the statutory services being provided by 

Barrow Borough Council will no longer continue?

The going concern review is undertaken by the Senior Management Team and considers all 

available information about the future, which is at least, but not limited to the next twelve months 

from the end of the reporting period.  The review is documented and presented for the Audit and 

Governance Committee to endorse.  The matters considered are group into forecasts and budgets 

(reviewed quarterly), financial statements, working capital facility, contingent liabilities, risk 

management (reviewed quarterly), medium and long term plans, new legislation, cash flow timing, 

governance, and the political environment.

2. Are management aware of any factors which may 

mean for Barrow Borough Council that either statutory 

services will no longer be provided or that funding for 

statutory services will be discontinued? If so, what are 

they?

Management are not aware of any factors which may mean for Barrow Borough Council that either 

statutory services will no longer be provided or that funding for statutory services will be 

discontinued.  The assessment recognises the 1 April 2023 as the vesting day for Westmorland and 

Furness Council.

3. With regard to the statutory services currently 

provided by Barrow Borough Council, does Barrow 

Borough Council expect to continue to deliver them for 

the foreseeable future, or will they be delivered by 

related public authorities if there are any plans for 

Barrow Borough Council to cease to exist?

The statutory services currently provided by Barrow Borough Council will be delivered by 

Westmorland and Furness Council from 1 April 2023.

4. Are management satisfied that the financial reporting 

framework permits Barrow Borough Council to prepare 

its financial statements on a going concern basis? Are 

management satisfied that preparing financial 

statements on a going concern basis will provide a 

faithful representation of the items in the financial 

Management are satisfied that the financial reporting framework permits Barrow Borough Council to 

prepare its financial statements on a going concern basis.  Management are satisfied that preparing 

the financial statements on a going concern basis will provide a faithful representation of the items 

in the financial statements.
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Accounting estimates

Matters in relation to accounting estimates

ISA (UK) 540 (Revised December 2018)  requires auditors to understand and assess a body’s internal controls over accounting estimates, 

including:

• The nature and extent of oversight and governance over management’s financial reporting process relevant to accounting estimates;

• How management identifies the need for and applies specialised skills or knowledge related to accounting estimates;

• How the body’s risk management process identifies and addresses risks relating to accounting estimates;

• The body’s information system as it relates to accounting estimates; 

• The body’s control activities in relation to accounting estimates; and

• How management reviews the outcomes of previous accounting estimates.

As part of this process auditors also need to obtain an understanding of the role of those charged with governance, which is particularly important 

where the estimates have high estimation uncertainty, or require significant judgement. 

Specifically do Audit Committee members:

• Understand the characteristics of the methods and models used to make the accounting estimates and the risks related to them;

• Oversee management’s process for making accounting estimates, including the use of models, and the monitoring activities undertaken by 

management; and

• Evaluate how management made the accounting estimates?

We would ask the Audit Committee to satisfy itself that the arrangements for accounting estimates are adequate. 
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Accounting Estimates - General Enquiries of Management

Question Management response

1. What are the classes of transactions, events and 

conditions, that are significant to the financial 

statements that give rise to the need for, or changes in, 

accounting estimate and related disclosures?

The Council discloses the need for judgement around going concern, classification of leases, asset values, 

heritage assets and pensions.  This judgement is similar to previous years. 

2. How does the Council’s risk management process 

identify and address risks relating to accounting 

estimates?

The risk register is considered by the Senior Management Team on a quarterly basis and the Section 151 

Officer is a member of the Senior Management Team.  If there are mitigations or financial risk that involve 

finances, the Section 151 Officer considers and incorporates those into budgets and financial plans.  All 

reports to the Executive Committee include any associated risks and finances. 

3. How does management identify the methods, 

assumptions or source data, and the need for changes 

in them, in relation to key accounting estimates?

Through professional judgement, through experience, through CIPFA and codes of practice, through 

collaboration with colleagues (Cumbria Wide Accountancy Group), through external expertise where 

necessary. 

4. How do management review the outcomes of 

previous accounting estimates?
Through variance analysis and reflecting on the outturn against future budget projections.  The assumptions 

underpinning the budgets are presented to Members as part of the budget setting process and the Medium 

Term Financial Plan, and as those require variation the movements are identified and projections are 

reforecast. 

5. Were any changes made to the estimation processes 

in 2022/23 and, if so, what was the reason for these?
There were no changes to the estimation process in 2022/23.
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Accounting Estimates - General Enquiries of Management
Question Management response

6. How does management identify the need for and 

apply specialised skills or knowledge related to 

accounting estimates?

The Accountants that the Council employs are experienced and have full knowledge of the services that 

they account for – this is supplemented by CPD, and professional updates following issue of the CIPFA 

Code for the year from FAN and Grant Thornton.  The technical aspects of budget setting sit with the 

Accountancy Services Manager (as Chief Accountant), and all estimates are subject to review by the 

Section 151 Officer in accordance with their significance.  The Council has retained an interim Accounting 

Manager to support the budget setting and closedown processes due to retirements.  The accounting 

estimates that involve external expertise cover non-current assets and the pension scheme. 

7. How does the Council determine what control 

activities are needed for significant accounting 

estimates, including the controls at any service 

providers or management experts? 

The external expertise is commissioned/instructed and the requirements are set out in that initial request.  

There is an ongoing dialogue with the valuer directly as there is an ongoing exchange and validation of 

information required.  There is less contact needed with the actuary.  The experts provide the figures and 

supporting evidence and management review the results with existing knowledge and experience prior to 

those being brought into the financial statements. 

8. How does management monitor the operation of 

control activities related to accounting estimates, 

including the key controls at any service providers or 

management experts? 

There is regular contact with the Council's appointed valuer during the period the work is undertaken.  The 

contact with the actuary depends on the queries that management has; Cumbria County Council lead on 

contact with the valuer and any matters requiring a broader view are discussed by the Cumbria Chief 

Finance Officer group.  Both providers work to timetables established with the initial request/instruction.

9. What is the nature and extent of oversight and 

governance over management’s financial reporting 

process relevant to accounting estimates, including:

- Management’s process for making significant 

accounting estimates

- The methods and models used

- The resultant accounting estimates included in the 

financial statements.

The accounting policies set out the process of obtaining and calculating accounting estimates.  The 

accounting policies are presented to the Audit and Governance Committee and any variation from those is 

reported with the financial statements.  The outturn is also presented to the Senior Management Team and 

Executive Committee.  Some of the significant accounting estimates do not impact the General Fund or 

Housing Revenue Account under statutory provisions, but those approving the accounts should understand 

the basis for their preparation. 
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Question Management response

10. Are management aware of any transactions, 

events, conditions (or changes in these) that may 

give rise to recognition or disclosure of significant 

accounting estimates that require significant 

judgement (other than those in Appendix A)? If so, 

what are they?

Management are not aware of transactions, events or conditions (or changes in these) that may give rise 

to recognition or disclosure of significant accounting estimates that require significant judgement (other 

than those in Appendix A).

11. Why are management satisfied that their 

arrangements for the accounting estimates, as 

detailed in Appendix A, are reasonable?

Management are satisfied that their arrangements for the accounting estimates as detailed in Appendix 

A are reasonable because those are based on accounting policies, and the knowledge and expertise of 

qualified, competent accountants, and subject to review by the Section 151 Officer. 

12. How is the Audit Committee provided with 

assurance that the arrangements for accounting 

estimates are adequate ?

The accounting policies set out the process of obtaining and calculating accounting estimates.  The 

accounting policies are presented to the Audit and Governance Committee and any variation from the 

closedown process is reported later with the financial statements.  Significant items are identified and 

explained individually and a variance analysis is presented to highlight the rationale behind the end 

results.  Some of the significant accounting estimates do not impact the General Fund or Housing 

Revenue Account under statutory provisions, but those approving the accounts should understand the 

basis for their preparation. 
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Appendix A Accounting Estimates

Estimate Method / model used to make 

the estimate

Controls used to identify 

estimates

Whether 

management 

have used an 

expert

Underlying assumptions:

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Has there been 

a

change in 

accounting

method in year?

Land and buildings 

valuations
Depreciated historic costs and 

existing use value.

Application of 

accounting policy.

External valuer. Recognised uncertainty as part of critical 

judgements.

No

Council Dwellings 

valuations
Existing user value for social 

housing.

Application of 

accounting policy.

External valuer. Recognised uncertainty as part of critical 

judgements.

No

Depreciation Straight line depreciation over 

the useful life of the asset.

Application of 

accounting policy.

External valuer. Recognised uncertainty as part of critical 

judgements.

No

Valuation of 

defined benefit 

net pension fund 

liabilities

The pension fund liabilities 

have been assessed on an 

actuarial basis using the 

projected unit credit method -

an estimate 

of the pensions that will be 

payable in future years 

dependent on assumptions 

about mortality rates, salary 

rates and other factors. 

Application of 

accounting policy.

External actuary 

and Cumbria 

County Council 

as the 

administering 

authority.

Recognised uncertainty as part of critical 

judgements.

No
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Appendix A Accounting Estimates
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Estimate Method / model used to make 

the estimate

Controls used to identify 

estimates

Whether 

management 

have used an 

expert

Underlying assumptions:

- Assessment of degree of uncertainty

- Consideration of alternative estimates

Has there been a

change in 

accounting

method in year?

Level 2 and 3 

Investments & 

borrowings

Level 2: inputs other than 

quoted prices included within 

Level 1 that are observable for 

the asset or liability, either 

directly or indirectly.

Level 3: unobservable inputs for 

the asset or liability. 

Application of existing 

accounting policy. 

External treasury 

advisors.

PPE values are recognised uncertainty as 

part of critical judgements. 

No

Significant 

provisions & 

accruals

Income is recorded when it is 

earned rather than when it is 

received, and expenses are 

recorded when goods and 

services are received rather 

than when the payment is 

made.  Provisions are made 

where an event has taken place 

that gives the authority a legal 

or constructive obligation that 

probably requires settlement by 

a transfer of economic benefits 

or service potential, and a 

reliable estimate can be made 

of the amount of the obligation.

Application of existing 

accounting policy. 

No. The provisions and accruals are evidence 

based and assumptions made within that 

are disclosed within working papers. Where 

estimation is made, that is based on existing 

knowledge, historical trend, or experience.

No

Credit loss & 

impairment 

allowance

Where debts may not be settled, 

the balance of debtors is written 

down and a charge made to 

revenue for the income that 

Application of existing 

accounting policy. 

No. The “bad debt provisions” are evidence 

based and assumptions made within the 

calculations are disclosed within the working 

paper.  Where estimation is made, that is 

No



© 2022 Grant Thornton UK LLP

‘Grant Thornton’ refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to 

one or more member firms, as the context requires. Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member 

firms are not a worldwide partnership. GTIL and each member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not 

provide services to clients. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.

grantthornton.co.uk


