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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 2020/21?

Covid-19 Pandemic will have a significant impact on the financial statements for 2020/21.

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

The Council has completed the annual review of their accounting policies to ensure appropriateness. 

We are going to include a policy on agents.  This is due to a number of government grants given to us 
where we have acted as any agent in passing the grants to businesses in the area.

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

The Council has no new types of financial instruments in addition to those in the 2019/20 accounts.

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

The Council has paid a high number of grants out to local businesses during the year which is outside our 
normal course of business. 
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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? 

There are currently no circumstances that would lead to impairment of non-current assets.  However, the 
valuer when valuing our assets will be taking into consideration the impact of Covid-19 has had on the 
market.

6. Are you aware of any guarantee contracts? None currently identified.

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

None currently identified.

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

The Council has used various solicitors during the year and will provide the detail to the auditors during 
the audit.  

9. Have any of the Leicester City Council’s service 
providers reported any items of fraud, non-compliance 
with laws and regulations or uncorrected 
misstatements which would affect the financial 
statements?

No.

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

This information will be provided as part of the audit working papers.
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Fraud risk assessment

Question Management response
1. Has Leicester City 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 Authority’s risk management processes link 
to financial reporting?

The Council has assessed the risk of material misstatement in the financial statements due to fraud to 
be limited.

The Council will challenge the figures within the accounts and gaining assurance over controls from 
internal audit.

If the Council identifies any concerns over internal controls then processes are reviewed and new 
controls are implemented.  The Council has not identified any concerns over financial controls over the 
current year.  We try to learn lessons from others experiences.

When the Council identifies risks a review will be undertaken to identify any potential financial impact. 

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

Procurement exercises/contracts, Right to Buy of council properties, small business rate relief, business 
grants and subletting council properties.  

3. Are you aware of any instances of actual, suspected 
or alleged fraud, errors or other irregularities either 
within Leicester City Council as a whole or within 
specific departments since 1 April 2020?
As a management team, how do you communicate risk 
issues (including fraud) to those charged with 
governance?                                                                                         

The Council has a counter fraud team who are responsible for investigating instances of fraud.

The team report to Audit & Risk Committee periodically, to provide an update on any instances of fraud 
and actions taken.
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Fraud risk assessment

Question Management response
4. 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 Leicester City 
Council where fraud is more likely to  occur?

The Council is at particular risk of fraud in the usual higher risk areas e.g repairs and maintenance, 
procurement and contract management.

The Council has the relevant controls in place to try and prevent fraud.

This is further supported by the reports of internal audit.

5. What processes do Leicester City Council have in 
place to identify and respond to risks of fraud?

The Council has a clear governance framework summarised below:

• Mayor, Executive & Council
• Decision Making
• Risk Management
• Scrutiny & Review
• Corporate Management Team

Further to the Council has various codes and rules, including Financial Procedure Rules, Codes of 
Conducts, Anti-Fraud, Bribery & Corruption Policy.

Further to this the Council participates in the National Fraud Initiative.

There are ongoing discussions with colleagues at Leicestershire County Council to explore the possibility 
of assessing each other’s organisation using the CIPFA Code of Practice on Managing the Risk of Fraud 
and Corruption.

9



© 2021 Grant Thornton UK LLP | Leicester City Council 2020/21

Fraud risk assessment

Question Management response
6. How do you assess the overall control environment for
Leicester City 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)? 

The Council outsources its internal audit function to Leicestershire County Council to 
ensure regular review of it’s control environment.

The outcomes of audit reports are regularly reported to Senior management and the 
Audit & Risk Committee.

There are no areas identified for potential override of controls or inappropriate influence 
over the financial reporting process.

7. Are there any areas where there is potential for misreporting? None that the Council are aware of.

8. How do Leicester City 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? 

The Council uses various options to communicate with employees including;
• Staff intranet, established internal communication channels
• Organisational development team, delivering staff training
• Information assurance team to support data policies

The Council encourages staff to report their concerns regarding fraud through the 
following policies;
• Anti-fraud, Bribery & Corruption Policy
• Whistleblowing Policy
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Fraud risk assessment

Question Management response
9. 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?

Director of Finance

Treasury Manager

Risks associated by the above posts are managed through having appropriate controls in place, to 
reduce the potential for fraud or corruption.  LCC undertake ID checks on applicants and also fully 
participate in the NFI project. This provides further assurance as this allows the payroll file to be 
cross matched against the directorships of companies with whom the council do business.  Work 
is ongoing to centralise the conflict of interest file and this will be checked against all new 
procurement exercises.

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

How do you mitigate the risks associated with fraud 
related to related party relationships and transactions?

The Council is unaware of any related party relationships that could give rise to instances of fraud.

The Council maintains information on any related parties to ensure any risks can be mitigated and
appropriate controls are in place.

11. What arrangements are in place to report fraud 
issues and risks to the Audit and Risk Committee?

How does the Audit and Risk 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?

Two reports are submitted to the Audit & Risk Committee annually to report on fraud issues with 
an additional report on the National Fraud Initiative each year. Along with this internal audit also 
report to committee on outcomes from internal audits.
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Fraud risk assessment

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

No

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

No
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Law and regulations
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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 does Leicester City Council have in place 
to prevent and detect non-compliance with laws and 
regulations?

Are you aware of any changes to the Authority’s regulatory 
environment that may have a significant impact on the 
Authority’s financial statements?

The Council employs legal professionals to ensure it remains compliant with all relevant 
laws and regulations.

Legal implications are included on all relevant decision-making reports, scrutiny reports 
and a number of internal briefing reports. On a case-by-case basis lawyers are embedded 
into the operational decision-making structures within client areas (child protection, adults 
safeguarding, HR etc).

A Quarterly Governance Panel comprising the Chief Operating Officer and the two 
Statutory Officers has been set up to provide an additional layer of scrutiny to what are 
regarded as the Council’s high-risk activities/schemes.

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

Legal implications are included on all reports taken to Committee, including to the Audit 
and Risk Committee.

3. Have there been any instances of non-compliance or 
suspected non-compliance with laws and regulation since 1 
April 2020 with an on-going impact on the 2020/21 financial 
statements? 

There have been no known instances of significant non-compliance with law and 
regulation.

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

No.
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Impact of laws and regulations

Question Management response
5. What arrangements does Leicester City Council

have in place to identify, evaluate and account for 
litigation or claims? 

All legal work is undertaken on a single specialist case management software system. In individual 
client areas (e.g. debt recovery, care proceedings, employment law etc) regular client liaison meetings 
occur
or data is shared. Elevation mechanisms within Legal Services ensure that high profile cases are 
referenced with senior management. Our insurance arrangements are closely managed to ensure that 
insurable claims are efficiently handled. All Judicial Review claims are brought to the attention of the 
City Barrister.

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

No

15



© 2021 Grant Thornton UK LLP | Leicester City Council 2020/21

Related Parties

■

■

■

■

■

■

16



© 2021 Grant Thornton UK LLP | Leicester City Council 2020/21

Related Parties

Question Management response
1. Have there been any changes in the related 
parties including those disclosed in Leicester City 
Council’s 2019/20 financial statements? 
If so please summarise: 
• the nature of the relationship between these 

related parties and Leicester City Council
• whether Leicester City Council has entered into 

or plans to enter into any transactions with 
these related parties

• the type and purpose of these transactions 

This work to identify related party transactions is currently being completed. 

2. What controls does Leicester City Council have 
in place to identify, account for and disclose 
related party transactions and relationships?

Members & Directors are asked to complete an annual declaration.

The Council also takes part in the National Fraud Initiative.

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

All transactions are approved in line with the Financial Procedure Rules.

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

All transactions are approved in line with the Financial Procedure Rules.  
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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?

None at this time.

2. How does the Authority’s risk management 
process identify and addresses risks relating to 
accounting estimates?

The risk management process is identifying the professionals that are used to provide the accounting 
estimates e.g. valuers and actuaries.  In addition, we have professional integrity.

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

The professionals will use updated information to base their estimates.  For examples the valuer will 
look at the markets and review the Royal Institute of Chartered Surveyors (RICS) guidance for the 
year.  

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

Management will have an oversight of the assumptions used for the estimates and ensure they are 
reviewed annually.  In addition, where there are significant changes explanations from the professional 
will be requested.

5. Were any changes made to the estimation 
processes in 2020/21 and, if so, what was the reason 
for these?

This is currently being assessed.
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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?

Management will use professionals with the specialised skills or knowledge for calculating accounting 
estimates this will be Accountants, Valuers and Actuary’s. 

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

All accounting estimates are reviewed annually and throughout the closedown process.

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? 

As previously detailed management will review assumptions used for calculating accounting estimates 
and ensure any changes have an explanation.  

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 estimates are reviewed by the management in the relevant specialisms and by the management 
reviewing the Statement of Accounts.  
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Accounting Estimates - General Enquiries of Management

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 and Risk Committee provided 
with assurance that the arrangements for 
accounting estimates are adequate ?

The material estimates are reported in the Statement of Accounts.

Further to this briefing & training sessions are completed with the Audit & Risk Committee to ensure 
they understand the arrangements used for completion including estimates. The Committee is 
encouraged to ask questions to gain assurance that officers are able to provide robust answers.
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Accounting Estimates Appendix A

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

Non-dwelling property 
valuations are planned at the 
beginning of each financial year 
by Estates & Building Services. 
The Valuer is asked to provide 
estimated property values as at 
the end of the financial year 
using forecast valuation 
indices.

Programme of planned 
valuations maintained by 
Estates & Building Services to 
ensure that all land and 
buildings are regularly 
revalued.

Forward indices published by 
the Building Cost Information 
Service are used to forecast 
property values at the Balance
Sheet date.

The Valuer reviews
valuations at the
Balance Sheet date to
Ascertain 
appropriateness of
estimated valuations
and therefore any
material under- or 
overstatement.

RICS valuers 
are appointed 
to undertake 
the annual 
valuations

Actual indices will not vary greatly from
forecast indices.

No
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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?

Council 
dwelling 
valuations

An annual valuation of Council 
dwellings is conducted by 
external consultants Wilks 
Head and Eve LLP.

Verification checks will 
be conducted on the 
valuations provided.

Yes – Wilks 
Head and Eve 
LLP.

The valuations will be conducted in line 
with relevant guidance.

No

Depreciation Useful lives received from 
RICS valuers appointed to 
undertake valuations.

Checks to ensure 
reasonableness.

Yes – RICS 
valuers

At the end of 2019-20 financial year it 
was estimated that the estimated annual 
depreciation charge for buildings would 
increase by approximately £2m for every 
year that useful lives had to be reduced.

No

Valuation of 
defined benefit 
net pension 
fund liabilities

Estimation of the net liability 
to pay pensions depends on a 
number of complex 
judgements relating to the 
discount rate used, the rate at
which salaries are projected 
to increase, changes in 
retirement ages, mortality 
rates and expected returns on 
pension fund assets.

Checks to the
reasonableness of
assumptions in the
actuaries report are
made

Yes (actuary for
LGPS
administered by
Leicestershire
County Council)

The effects of the net pension liability of 
changes in individual assumptions can 
change the liability significantly. For 
example, an 0.5% decrease in the Real 
Discount rate would mean a 10% 
increase to the employers liability

No.
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Estimate Method / model used to 
make the estimate

Controls used to 
identify estimates

Whether 
Manageme
nt 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 
investments

Where there are material 
balances, models are 
provided from the council’s 
treasury advisors, to 
calculate the estimated fair 
values.

Corporate accountant 
reviews appropriateness 
of estimated valuations.

Treasury 
advisors 
(Arlingclose)

Sensitivity analysis in Nature and Extent 
of Risks arising from Financial 
Instruments note to the accounts.

No

Level 3 
investments

Where there are material 
balances, models are 
provided from the council’s 
treasury advisors, to 
calculate the estimated fair 
values.

Corporate accountant 
reviews appropriateness 
of estimated valuations.

Treasury 
advisors 
(Arlingclose)

Sensitivity analysis in Nature and Extent 
of Risks arising from Financial 
Instruments note to the accounts.

No

Fair value 
estimates

Assume fair value 
estimates are covered 
above i.e. in financial 
instruments and in PPE 
valuations for PPE related. 
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Estimate Method / model used to 
make the estimate

Controls used to 
identify estimates

Whether 
Manageme
nt 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?

Provisions-
Bad Debt

A bad debt provision is 
calculated based on
the age & total of outstanding 
debt at the balance sheet 
date.

Standard percentages and 
knowledge of individual 
circumstances are used.

Reviewed to ensure
significant movements
are understood and 
are
prudent.

No No policy or legal change affects the 
collection of this debt.

No

Provisions-
Insurance 
Claims

This is estimated based on 
the claims received and 
which are expected to be
Settled.

The Insurance claims 
database is used, 
providing the estimate.

Claims provisions are 
normally reviewed by 
an actuary every 2 
years.

Insurance 
companies & 
Actuaries

Insurance Companies & Actuaries. No
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Estimate Method / model used to 
make the estimate

Controls used to 
identify estimates

Whether 
Manageme
nt 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?

Provisions -
Business 
Rates

Business Rates appeals -
Judgement is applied based
on data from the Valuation 
Office Agency regarding
outstanding appeals and the 
likelihood of success. The 
amount of the reduction and
the backdating of the appeal 
have been based upon 
averages of historic settled 
appeals data and any other 
known information.

Different averages are
calculated for the
different types of
appeals and property
Types.

Revenues 
Manager

The calculation is based on a range of 
sources including professional advice. If 
the volume and outcome of appeals
differs significantly from the assumptions 
then this will impact on the level of 
provision.

No
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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?

Credit loss and 
impairment 
allowances

Various methods used, 
depending on each set of 
circumstances. 

Check with 
management i.e. 
treasury manger, 
head of finance 
etc. to ensure 
estimates are 
reasonable.

No Sensitivity analysis 
included in working paper.

No

Finance lease 
liabilities

Follow the CIPFA code of 
practice in determining 
finance lease liabilities.

Mostly property 
leases and they 
are valued by a 
RICS valuer. 

For property leases 
RICS valuers are 
appointed to 
undertake the 
annual valuations.

Lease liability determined 
by following CIPFA code 
of practice.

No
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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?

PFI Liabilities Total payments due under
existing PFI schemes are 
split between payments for
services, reimbursement of
capital expenditure, interest
and lifecycle costs. The split
being derived from detailed
cash flow models provided at 
the commencement of each 
scheme. PFI liabilities are 
reduced by payments made 
during the year.

The financial model details 
the cash flows of the 
schemes.

Changes to
outstanding 
liabilities
are measured 
against
the financial 
model
and split between
current and 
noncurrent
accordingly.

No It is assumed that the PFI
schemes will progress as
planned with specifications 
remaining unchanged.

PFI unitary payments are 
being made as per the 
financial model.

No
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