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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.

2



© 2021 Grant Thornton UK LLP | The PCC and CC for West Mercia 2021/22

Commercial in confidence

Table of Contents

Section Page

Purpose 4

General Enquiries of Management 6

Fraud 9

Laws and Regulations 15

Related Parties 18

Accounting Estimates                                                                                             20

Appendix A – Accounting Estimates 24 

3



© 2021 Grant Thornton UK LLP | The PCC and CC for West Mercia 2021/22

Commercial in confidence

Purpose

The purpose of this report is to contribute towards the effective two-way communication between the PCC and CC’s external auditors and the Joint 
Audit and Standards 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 Joint Audit and Standards Committee under auditing standards.   

Background

Under International Standards on Auditing (UK), (ISA(UK)) auditors have specific responsibilities to communicate with Joint Audit and Standards 
Committee . ISA(UK) emphasise the importance of two-way communication between the auditor and the Joint Audit and Standards Committee and 
also specify matters that should be communicated.

This two-way communication assists both the auditor and the Joint Audit and Standards 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 Joint Audit and 
Standards Committee and supports the Joint Audit and Standards 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 PCC and CC’s oversight 
of the following areas:

• General Enquiries of Management

• Fraud,

• Laws and Regulations,

• Related Parties, 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 the PCC and CC’s management. The 
Joint Audit and Standards Committee should consider whether these responses are consistent with its understanding and whether there are any 
further comments it wishes to make. 
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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 2021/22?

Certain services continued to be provided to Warwickshire Police during 2021/22 either on a hosted or 
shared service basis and these have been accounted for in accordance with the relevant agreements and 
the appropriate disclosures will be shown in the Accounts. Although transactional services ceased being 
provided to Warwickshire from October, some ICT and storage services continued on a hosted basis.

Place Partnership ceased trading on 31st March 2021 and the Estates function was “in-sourced” on 1 April 
2021 and is part of the OPCC. PPL is in the process of being liquidated (not complete by 31st March 
2022).

The other key event was the continued effects of the global pandemic. Certain grants were carried forward 
into 2021/22 and will be disclosed in the Accounts in the appropriate Notes. The impact of Covid-19, 
although more prolonged has been dealt with under the force’s existing major incident protocols and is not 
expected to have any material impact on the force as a going concern.

2. Have you considered the appropriateness of the 
accounting policies adopted by the PCC and CC?
Have there been any events or transactions that may 
cause you to change or adopt new accounting policies?

The accounting policies have been considered and are deemed appropriate and no events or transactions 
have taken place that have resulted in changes to the accounting policies in 2021/22. 

3. Is there any use of financial instruments, including 
derivatives? 

The PCC only holds simple financial instruments (investments and borrowings), which is reflected in the 
scope of the relevant Note to the Accounts. No derivatives have been used during the year.

West Mercia has employed the services of Arlingclose Treasury Management Advisors who provide 
information regarding the suitability of investments and provide support in developing our Treasury 
Management strategy to ensure that it is affordable in the medium to long term.

4. Are you aware of any significant transaction outside 
the normal course of business?

The final settlement to Warks of £4.5m, was accounted for as a creditor in 2020/21’s Accounts this was paid 
in April and July 2021.
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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? 

The valuations that have been undertaken for non-current assets during 2021/22 have not resulted in 
significant changes from the 2020/21 values for these assets.

6. Are you aware of any guarantee contracts? No

7. Are you aware of the existence of loss contingencies 
and/or un-asserted claims that may affect the financial 
statements?

None identified

8. Other than in house solicitors, can you provide details 
of those solicitors utilised by the PCC and CC during the 
year. Please indicate where they are working on open 
litigation or contingencies from prior years?

DWF Solicitors and Plexus Law are utilised for certain types of civil and insurance claims, this would include 
open litigation. Warwickshire County Council Legal Services have been utilised for some employment 
related casework. 

The PCCs office use a variety of solicitors during the year totalling c.£4k. The PCC’s office instruct 
Warwickshire County Council Legal Services for commercial property work. 

Weightmans solicitors were instructed in relation to the Alliance termination and advised on the updated 
Hosted Services Collaboration Agreement as well as for other ad-hoc work (under £10k).
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General Enquiries of Management

Question Management response
9. Have any of the PCC or CC’s service providers 
reported any items of fraud, non-compliance with laws 
and regulations or uncorrected misstatements which 
would affect the financial statements?

None.

10. Can you provide details of other advisors consulted 
during the year and the issue on which they were 
consulted?

Specialist counsels chambers were utilised to provide advice, draft pleadings and attend court in complex 
legal cases. Specialist counsel has also provided training to the Legal Services team and wider force.

The force’s insurance broker has been consulted in relation to insurance policy related matters and has also  
assisted in the renewal process.

The Government Actuary’s Department (GAD) and the Worcestershire Pension Fund have been utilised to 
provide pension valuations under IAS19 for the Statement of Accounts. 

Arlingclose (treasury management) and BDO (tax) continue to be used to provide advice on Treasury 
Management and tax issues respectively.

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

None identified – bad debt provision for Debtors assessed and considered to be sufficient as at 31 March 
2022.
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Fraud
Issue

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 Joint Audit and Standards Committee and management. 
Management, with the oversight of the Joint Audit and Standards 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 Joint Audit and Standards Committee
should consider the potential for override of controls and inappropriate influence over the financial reporting process.

As the PCC and CC’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 Joint Audit and Standards 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 Joint Audit and Standards Committee oversees the above processes. We are also required to make 
inquiries of both management and the Joint Audit and Standards 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 the PCC and CC’s 
management. 
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Fraud risk assessment

Question Management response
1. Have the PCC and CC 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 PCC and CC’s risk management processes 
link to financial reporting?

The risk has been assessed as low. The structure of the Finance team has ensured that there are 
sufficient, professional resources in the team to minimise the risk of error in the financial statements; this 
is reflected in the findings set out in Grant Thornton’s Audit Findings Report for 2020/21.

Fraud was not identified as part of the risk management process as a significant risk; it doesn't feature in 
the risk register. Internal controls are deemed to be adequate.

Where necessary, risks are identified and reported in the force’s monthly financial reporting document 
“Money Matters” that is produced by the finance team for reporting at the various Chief Officer meetings,
including the West Mercia Governance Group. 

2. What have you determined to be the classes of 
accounts, transactions and disclosures most at risk to 
fraud? 

Areas that are at risk of significant fraud in relation to materiality such as Treasury Management, Creditor 
Payments, New Supplier Set-up, Payroll, and Bank Reconciliations are regularly reviewed by Internal 
Audit and procedures are in place to ensure that there is sufficient separation of duties. 
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Fraud risk assessment

Question Management response
3. Are you aware of any instances of actual, suspected 
or alleged fraud, errors or other irregularities either 
within the PCC and CC as a whole or within specific 
departments since 1 April 2021?

Currently an investigation into alleged fraudulent activities within the WMP federation; Op Meteor. This is 
being investigated by WP PSD and managed by IOPC. The investigation commenced well before 1st April 
2019, and is still ongoing and is still being investigated as a criminal act.

4. As a management team, how do you communicate 
risk issues (including fraud) to those charged with 
governance?                                                                                    

Theft and fraud features within the regional strategic threat assessment for PSD’s. Forms part of our 
overarching themes when looking at learning and education of workforce.

Weekly PSD report on current activity sent to Chief Officers and the PCC.
PSD briefing from Chief Officers to the PCC - there is a Terms of reference document setting out what 
should be discussed.
Quarterly briefing of the PCC on current activity from the head of PSD and includes the DCC as the SRO.
The PSD have responsibility for investigation of significant fraudulent activity. 

5. Have you identified any specific fraud risks?

Do you have any concerns there are areas that are at 
risk of fraud?

Are there particular locations within the PCC and CC 
where fraud is more likely to  occur?

Fraud was not identified as part of the risk management process as a significant risk; it doesn't feature in the 
risk register.

In departments where finances are handled outside of the force budgetary structure; for example around 
partners / support bodies and commissioned services.

6.  What processes do the PCC and CC have in 
place to identify and respond to risks of fraud?

There is an overall documented anti-fraud corruption strategy available on the PCC’s website. Processes in 
place include:
Controls within all systems
Financial regulations
Contract standing orders
Whistleblowing Policy / Integrity Line (see below)
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Fraud risk assessment

Question Management response
7. How do you assess the overall control environment for the PCC 
and CC, 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)? 

Internal Audit reviews the existence and operation of internal controls and weaknesses 
are addressed. For example, ensuring that there is appropriate separation of duties for 
relevant processes. The Joint Audit and Standards Committee reviews quarterly both the 
work of internal Audit and progress made by the PCC and the Force in remedying 
weaknesses in internal controls identified by both Internal and External Audit.

The Chief Constable is accountable to the PCC for performance against the delegated 
budget.  The PCC is ultimately responsible to the public for delivering efficient and 
effective policing in the area.  Each is supported by a S151 finance officer governed by 
the Financial Management Code of Practice and a professional code of conduct.  In turn 
the S151 officers have a body of staff reporting to them who administer financial systems 
and prepare financial reports and accounts.  The checks and balances inherent in this 
arrangement means that one individual cannot exert undue pressure and the likelihood of 
systematic misreporting across the Office of the PCC and staff of the Chief Constable is 
very unlikely.

8. Are there any areas where there is potential for misreporting? Potentially, in departments where finances are handled outside of the force budgetary 
structure; for example around partners / support bodies and commissioned services,
although there is no evidence to suggest that this is the case.
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Fraud risk assessment

Question Management response
9. How do the PCC and CC 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? 

The College of Policing Code of Ethics has been adopted by the force as part of the vision and values. 
Work has been undertaken to embed this in the organisation. The use of Strategic Business Managers, 
professional standards regular training workshops and Ethical Dilemma promotes good business 
practice. The Force has an ethics committee to raise awareness of ethical issues affecting policing and 
to further embed the Code of Ethics. The committee ties in with the trust and integrity committee which is 
making great progress in progressing the Code of Ethics issues. The chair of the Ethics Committee is an 
Independent member (lecturer at local University), and the vice chair (Inspector for the OCC) attends the 
regional and national Ethics Committee so the Force has direct contact and influence at national level. In 
this way the Force can be assured that it is in line with the national work in this area and able to 
influence and share with the wider workforce. Role of PSD is now on the panel of critical friends; to 
encourage more openness of dilemmas and discussions.
The facility for employees to confidentially report concerns is available on the Intranet. Employees can 
either call the Integrity line or complete an online reporting form, both methods are anonymous. The 
whistle-blower policy follows the recent guidance issued under Annex H of the Home Office Guidance on 
Police Officer Misconduct Procedure. There is additional scrutiny now by PSD around force credit card 
checks, mobile phone use, and personal financial situations to identify vulnerability.
No.

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?

Those areas that have access to secure information, such as data on PNC, present an opportunity for 
individuals to be corrupted. In addition, posts that have access to funds, or investigations into serious 
organised crime where high value finances are involved are also vulnerable. Review of positions that 
require MV (Management Vetting) has allowed PSD to identify posts which could present as high 
vulnerability. 
Regular audits and reviews of system access, finance checks and annual integrity health checks of 
individuals provide overview of potential vulnerability/ suspicious activity and behaviour. 

11. Are you aware of any related party relationships 
or transactions that could give rise to instances of 
fraud?

No.
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Fraud risk assessment

Question Management response
12. What arrangements are in place to report fraud 
issues and risks to the Joint Audit and Standards 
Committee? 
How does the Joint Audit and Standards 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?

This would depend on the nature and scale of the fraud, and could be via the internal auditors 
regular/annual reports, or by a separate report for larger scale frauds.
Internal Audit would work closely with the Professional Standards Department on internal fraud matters.
The risk register is reviewed by the Joint Audit and Standards Committee (JASC). Internal and external 
audit progress updates and reports are presented at each JASC meeting. A progress report is presented 
at each JASC meeting detailing progress against the implementation of recommendations. JASC have 
oversight of the PCC and Chief Constable Annual Governance Statements.

There have been no substantive issues requiring any outcome.

13. Are you aware of any whistle blowing potential 
or complaints by potential whistle blowers? If so, 
what has been your response?

One potential whistleblowing case which is in the Employment Tribunal.

14. Have any reports been made under the Bribery 
Act?

No.
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Law and regulations

Issue

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 Joint Audit and Standards, is responsible for ensuring that the PCC and CC’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 Joint Audit and Standards Committee as to whether the entity is in compliance with laws and regulations. Where 
we become aware of information 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 do the PCC and CC have in place to 
prevent and detect non-compliance with laws and regulations? 
Are you aware of any changes to the PCC and CC’s regulatory 
environment that may have a significant impact on the PCC and 
CC’s financial statements?

Reliance is placed on internal audit and management judgment and internal and external 
audit reports are received by the JASC. An Annual Governance Statement is also presented 
to the JASC for review.

It is the role of the monitoring officer to ensure compliance with laws and regulations. The 
PCC’s Chief Executive is the monitoring officer. The Chief Finance Officer (Section 151 
Officer) and Head of Legal Services (for the Force) also fulfil this role.

Governance arrangements in place to review and sign off significant investment decisions. 
All capital and reserve decisions require PCC approval. Any new investment require a 
business case to be brought through various boards to the Governance Board

2. How is the Joint Audit and Standards provided with 
assurance that all relevant laws and regulations have been 
complied with?

The JASC receives internal and external audit reports. Annually the Chief Constable and
Police and Crime Commissioner present a Joint Annual Governance Statement for review by
the JASC.

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 2021/22 financial 
statements? 

No.

4. Is there any actual or potential litigation or claims that would 
affect the financial statements?

West Mercia Police are affected by a number of claims (nationally) by serving officers that
their transfer into the 2015 PPS (CARE) Scheme was unlawful on the grounds of
discrimination. A similar action was brought by the Judiciary and Fire Service and the Court
of Appeal found in their favour. West Mercia Police currently have 77 individual pension
claims, which form part of the national litigation.
West Mercia Police are also involved in the national litigation regarding police ‘overtime’
claims and currently have 20 individual claims.
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Impact of laws and regulations

Question Management response
5. What arrangements do the PCC and CC have in 
place to identify, evaluate and account for litigation 
or claims? 

Specific claims are received by the Force and investigated in conjunction with the Force Insurers, Legal
Services and Professional Standards. Where appropriate, specialist counsel is instructed to advise, draft
court pleadings and represent the force at court hearings.

A reserve is placed on any civil claim and reviewed annually as part of the process of producing the
financial statements to determine whether a provision or contingent liability needs to be disclosed.
Environmental scanning identifies general issues that might impact on the Force and these are
evaluated in light of the evidence.

The force’s Corporate Governance Framework ensures appropriate compliance, monitoring and good
practice. In particular, various meetings are held to review case trends, financial impact etc. The force
also has high risk registers for high value claims.

6. Have there been any report from other regulatory        
bodies, such as HM Revenues and Customs which 
indicate non-compliance? 

No.
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Related Parties
Issue

Matters in relation to Related Parties

The PCC and CC are required to disclose transactions with entities/individuals that would be classed as related parties.  These may include:

■ entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the PCC and CC;

■ associates;

■ joint ventures;

■ an entity that has an interest in the authority that gives it significant influence over the PCC or CC;

■ 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 PCC or CC, or of any entity that is a related party of 
the PCC or CC.

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 [type of 
body]’s perspective but material from a related party viewpoint then the PCC or CC 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 PCC or CC’s 
2020/21 financial statements? 
If so please summarise: 
• the nature of the relationship between these 

related parties and the PCC or CC
• whether the PCC or CC has entered into or 

plans to enter into any transactions with these 
related parties

• the type and purpose of these transactions 

There have been no changes apart from the cessation of Place Partnership (PPL) on 31 March 2021. 
Suitable disclosure will be made in the 2021/22 Accounts regarding the cessation and subsequent 
liquidation. 

2. What controls do the PCC and CC have in place 
to identify, account for and disclose related party 
transactions and relationships?

Related party transactions disclosure forms are completed on an annual basis by all Senior Officers. 
Business interests of police officers and staff are updated on an annual basis. A Register of Interests is 
also maintained for both the PCC and Deputy PCC which is available on the internet.

Annual Accounts disclosures for related party relationships and transactions are required under The 
Code of Practice on Local Authority Accounting 

3. What controls are in place to authorise and 
approve significant transactions and arrangements 
with related parties?

Processes in place include:
Controls within all systems
Financial regulations
Contract standing orders

4. What controls are in place to authorise and 
approve significant transactions outside of the 
normal course of business?

Any expenditure outside of approved budget and delegated limits requires a decision notice from the 
PCC. This covers additional revenue expenditure, funding of projects from reserves, and capital projects. 
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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 the 
PCC and the CC will no longer continue?

Statutory and policy changes are considered when reviewing the medium term financial plan and
regular MTFP updates are reported to the Police and Crime Commissioner and the Police and 
Crime Panel, which demonstrate continuing financial viability. The affordability of capital investment 
is regularly assessed and monitored.

2. Are management aware of any factors which may 
mean for the PCC and CC that either statutory services 
will no longer be provided or that funding for statutory 
services will be discontinued? If so, what are they?

No.

3. With regard to the statutory services currently 
provided by West Mercia Police, does the PCC and CC 
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 the PCC and the CC 
to cease to exist?

Yes the PCC and CC expect to deliver their statutory services for the foreseeable future.

4. Are management satisfied that the financial reporting 
framework permits the PCC and the CC 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 
statements?

Yes.
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Accounting estimates
Issue

Matters in relation to Related Accounting estimates

ISA (UK) 540 (Revised December 2018)  requires auditors to understand and assess an entity’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 entity’s risk management process identifies and addresses risks relating to accounting estimates;

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

• The entity’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?

Significant estimates that management are aware of are detailed in appendix A

2. How do the PCC and CC’s risk management process 
identify and addresses risks relating to accounting 
estimates?

The majority of the accounting estimates are related to Balance Sheet items, which have statutory overrides 
which ensures that in the short term changes do not impact on the general fund. The estimates are 
supported by the work of professional advisors. There has been no identified need to have a separate 
process outside of the normal risk management process which involves regular review sessions between all 
heads of departments and the force risk manager. If any material risk was identified it would be addressed 
through this process. No such risk has been identified.

Reliance is placed on the professional judgement of qualified accountants to produce best estimates based 
on available evidence in relation to year end accruals.

3. How do management identify the methods, 
assumptions or source data, and the need for changes 
in them, in relation to key accounting estimates?

See Appendix A

4. How do management review the outcomes of 
previous accounting estimates?

In respect of year end accruals, these are reviewed in the first two months of the new financial year to 
ascertain that the estimates were reasonable and there are no significant variance from the estimates that 
will impact on the financial performance in the new financial year. Other items such as PPE valuations and 
Pensions valuations are only prepared annually so would be reviewed as part of the following year’s 
closedown process.

5. Were any changes made to the estimation processes 
in 2021/22 and, if so, what was the reason for these?

The estimation of accumulated absences that was made in 2020/21 in respect of gathering flexi-time 
balances from staff will be again by done via a “survey” for staff to complete to obtain a wider view of flexi 
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Accounting Estimates - General Enquiries of Management
Question Management response

6. How do management identify the need for and apply 
specialised skills or knowledge related to accounting 
estimates?

Where specialised skills are required in respect of particular accounting estimates, eg valuations of the 
pension liabilities and valuation of non-current assets, management commission experts to prepare the 
valuations for these items. Further information is included in Appendix A.

7. How do the PCC and CC determine what control 
activities are needed for significant accounting 
estimates, including the controls at any service 
providers or management experts? 

For all significant estimates qualified accountants set out the requirements of the management expert in a 
formal letter each year and provide details of assets that require estimates to be made. All reports and 
assumptions from management experts are reviewed by the accountants to consider whether they are 
consistent with their financial understanding. 

Any areas of concern over the information used, assumptions made or valuations provided are queried back 
to the management experts to provide confirmation that methods and models used are reasonable. 

8. How do management monitor the operation of control 
activities related to accounting estimates, including the 
key controls at any service providers or management 
experts? 

Annual review of estimates as part of the Statement of Accounts preparation. Appropriate experts used for 
certain estimates as set out in Appendix A.

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 estimates are reviewed by the JASC to comment on their adequacy and to provide oversight 
on whether the assumptions, models and methods used are deemed to be adequate. 

The JASC oversight provides opportunity to question management about whether estimates are reasonable 
and cover all areas of the financial reporting.
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Question Management response
10. Are management aware of 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)?

No.

11.  Are the management arrangements for the 
accounting estimates, as detailed in Appendix A 
reasonable?

Yes.

12. How is the Audit Committee provided with 
assurance that the arrangements for accounting 
estimates are adequate ?

Briefing sessions are held each year with the JASC Members to take them through the Accounts and to 
explain areas such as accounting estimates, assumptions, events after balance sheet date, significant 
items of expenditure etc. Members can scrutinise any aspect of the Accounts as they deem necessary.



© 2021 Grant Thornton UK LLP | The PCC and CC for West Mercia 2021/22

Commercial in confidence

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

Valuations are made by the 
internal valuer (RICS/CIB 
Member, employed by the 
OPCC) in line with RICS 
guidance on the basis of 5 
year valuations with interim 
reviews.

The Financial 
Accounting Manager 
notifies the valuer of the 
programme of rolling 
valuations or of any 
conditions that warrant 
an interim revaluation.  
The valuer’s report is 
professionally 
challenged.

Use of an 
internal valuer.

Valuations are made in line with RICS 
guidance by the valuer.  The valuer’s
assumptions are challenged.

The valuer
produced a 
detailed report 
as at 31/1/2022 
and 
subsequently 
advised the 
Force that there 
were no 
material 
changes as at 
31/3/2022.

Land and 
buildings useful 
lives

The following asset categories 
have general asset lives:
Buildings over UEL years
Vehicles 3-7 years
Plant and IT equipment 5 
years

Consistent asset lives 
applied to each asset 
category.  The valuer’s
assessment is 
challenged and 
reassessed every five 
years.

Use of an 
internal valuer.

The valuer brings a range of experience 
to bear in arriving at appropriate asset 
valuations and UEL, which are referred to 
in the valuation report.

No.

26
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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?

LGPS & Police 
Pension
Schemes
pensions 
valuation

Estimation of the pensions 
liability depends on a number 
of complex judgements and 
assumptions relating to the 
discount rate, the future value 
of the assets and liabilities of 
the pension schemes, the rate 
of increase in pay, changes in 
retirement ages and mortality 
rates

Liabilities are 
recognised in the year 
they are earned rather 
than paid.

Yes

Two actuaries 
are engaged to 
provide expert 
advice about the 
assumptions to 
be applied to the 
Police Pension 
Schemes and 
Local 
Government 
Pension 
Scheme 
(LGPS).

The underlying assumptions are agreed 
with the actuaries using market trends.  
Actual pensions data for serving, deferred 
and retired members is used in the 
calculation.

No.

27
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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?

Borrowings fair 
value valuation

Borrowings are valued at fair 
value based on the advice of 
their external treasury 
consultants.

Advice from finance 
professionals 

Yes, the fair 
value of PWLB 
loans is 
produced by the 
PWLB and the 
PCC’s Treasury 
Advisers, 
Arlingclose. The 
latter is 
prepared in 
accordance with 
IFRS 13.

The non-complex nature 
of the PCC’s borrowing reduces the risk 
of misstatement. 

No.

Identification 
and valuation 
of significant 
accruals

Finance collates 
accruals of expenditure and 
income. Activity is accounted 
for in the financial year that it 
takes place. Routine accruals 
for purchases are generated 
by the finance system through 
e-procurement, The finance 
team also prepare manual 
accruals over £1,000

Due to the volume of 
accruals and wide 
range in individuals who 
can create an accrual, 
the checking is 
extensive, carried out 
by the system and 
inspection 
of a sample of source 
documentation.

No.

Note we are 
reliant on the 
District Councils 
for Council Tax 
accruals and the 
HR Department 
for the 
employee toil 
accrual.

Accruals for income and expenditure 
have been principally based on known 
values. Where accruals have to be 
estimated the latest available information 
is used and challenged

No.

28
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