
 

 

 
 

 

   

 
   

   

   

Appendix 2 

Cumbria County Council 

Fair Value Estimates – Investment Properties 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that the Investment Properties valuations do 
not accurately reflect the market and the Statement of 
Accounts therefore do not give a true and fair view. 
 
To mitigate this, valuations are carried out by registered RICS 
valuers, in accordance with RICS guidance and the Code of 
Practice on Local Authority Accounting. Following this, the 
asset revaluations are reviewed by the Corporate Accounting 
team with any significant variances from previous valuations 
or expectations queried and discussed with the valuers. 
 
The outbreak of Covid-19 has impacted on the global financial 
markets and market activity. A material uncertainty clause was 
included in the valuations in 2019-2020. 
 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

Investment properties are valued annually at fair value or 
depreciated replacement cost by qualified valuers. 
 
 
No changes are anticipated to these methods or models in 
2020-2021. 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Assumptions used by the valuer are in accordance with RICS 
guidance and the Code of Practice on Local Authority 
Accounting. 

 

No changes are anticipated in 2020-2021 

4. How do management select the source data 

used in respect of this accounting estimate? 

 

 

 

 

 

 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

An annual reconciliation is undertaken between the Finance 
Asset Register and the Property database used by the 
Valuation team. Any discrepancies are investigated and 
rectified. This ensures that the source data the valuers use is 
accurate.  
 
The Corporate accounting team review the list of investment 
properties with the Valuation team to check whether there 
are any with split purposes, e.g. part regeneration, part 
commercial. Discussions also take place with the Valuation 
team to identify any assets which may need to be reclassified. 

 

No changes were made to the source data in 2020-2021. 

5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

The valuers advises on the accounting estimates used in the 
valuations. 

 

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

As detailed in Q1, the asset revaluations are critically reviewed 
by the Corporate Accounting team with any significant 
variances from previous valuations or expectations, queried 
and discussed with the valuers. 
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7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Yes, valuations are carried out in accordance with RICS 
guidance and the Code of Practice on Local Authority 
Accounting. 

8. Were any changes made to the key control 

activities this year? If so please provide details.  

There were no changes to key controls 

9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

Management consider the estimation uncertainty and 
calculate the impact of a 1% or 5% fluctuation in investment 
property values, although this is not material as the Council’s 
Investment properties at 31/3/20 totalled £6.820m. 
 
 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

The number of Investment Properties held by the Council is 
small and the net book value at 31/3/20 is £6.820m. 
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Cumbria County Council 

Insurance Provisions 

As at 31st March 2020 the Council had total long and short term provisions of £12.762m. The majority of those provisions 

(£7.795m) related to Insurance, the remainder were Business Rates £1.945m, Renewi contract £2.426m and other 

£0.598m. 

 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

No specific risks were identified relating to the material 

accuracy in 2020/21 for the estimation of Insurance 

provisions. 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

The methodology for estimating year end insurance 

provisions is undertaken by Marsh Ltd.  

Marsh Ltd provide a Self Insurance Fund Review to the 

Council based on claims as at 31st December. This report 

includes details of the methodology for calculating the 

accounting estimates. 

Officers amend the estimated provision position based on 

any known additional material claims for the period 1 

January to 31 March. No such amendments were made for 

the period to 31 March 2021. 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Marsh Ltd detail the assumptions used in respect of 

estimating insurance provisions within the annual Self 

Insurance Fund Review provided to Officers.  

There were no material changes to Cumbria’s insurance 

provisions estimate in 2020/21. 

4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

Details of all claims as at 31 December are provided by 

Officers to Marsh Ltd for the period 1 May 2000 to 31 

December 2020. 

For the small number of open claims relating to period 

before 2000, Marsh assume that the claims will be settled 

at the current level of reserve. 

Where the Council has identified any duplicate claims and 

claims that are not Cumbria’s responsibility, these have 

been excluded from the analysis undertaken by Marsh Ltd. 

 

5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

Yes. Estimates for insurance provisions are calculated by 

Marsh Ltd. 

Marsh Ltd was contracted to provide insurance 

consultancy services for the Council for the period of 1 

April 2017 to 31 March 2020 with the option to extend for 

a further year. The option to extend was enacted in 2020 

such that the contract with Marsh Ltd was extended to 31 

March 2021.  

The contract was tendered in 2017 in accordance with the 

Council’s Procurement Rules.  

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

Officers meet with senior officers from Marsh Ltd on a 

quarterly basis where any issues relating to control 

activities could be addressed. 
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Marsh Ltd also detail their process including control 

activities as part of their supporting documentation to the 

Fund which is reviewed by Officers. 

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Management considers that the appropriate control for 

assessing Marsh Ltd’s calculation of the estimate for the 

insurance provision arises in part from the appointment of 

a highly skilled, and professional actuary.   

Marsh Ltd was appointed to provide Insurance 

Consultancy Services to the Fund in 2017 following a 

robust and competitive procurement process. As part of 

the selection process, management scrutinised the 

experience of the key team that would be providing 

services to the Council. Marsh Ltd employ highly skilled 

and qualified actuarial staff and have a track record of 

providing excellent services to the Council.  

8. Were any changes made to the key control 

activities this year? If so please provide details.  

No, there have been no changes to the key control 

activities associated with this estimate of insurance 

provisions as at 31/03/2021. 

9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

The Self Insurance Fund Review Report provided by 

Marsh Ltd notes that the analysis throughout the report 

calculates point estimates. Marsh Ltd recognise that there 

is an element of uncertainty associated with these point 

estimates. 

Officers rely on the expertise of Marsh Ltd to assess the 

point at which estimates are taken but also include a 

“buffer” to account for the uncertainty as detailed in Q10 

below. 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

As noted above, Marsh Ltd note in the Self Insurance Fund 

Review Report that there is an element of uncertainty 

associated with point estimates. For this reason, Marsh Ltd 

recommend that the Council considers allocating an 

additional amount of reserve, above the forecast for 

provisions, to protect the fund from the potential under 

reserving of liability and other unexpected events.  

On the recommendation of Marsh Ltd, The Council 

includes a buffer of 20% of the value of estimated 

provisions to protect the fund from unexpected events. 
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Cumbria County Council 

Income and Expenditure Accruals Estimate  

 
The Council’s Accounts are on an accruals basis i.e. a service is accounted for in the 
year it is received/provided rather than when it is paid: 
Debtors total £74m 

– No estimation required £55m 
– Some estimation required £19m 

Creditors £90m 
– No estimation required £53m 
– Some estimation required £37m 

 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that accruals estimates are inaccurate and 
therefore the Financial Statements do not give a true and fair 
view. 
 
Management monitor and review through monthly budget 
monitoring and the outturn position at year end. 
 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

There are a range of methods used across the Finance team 
and a minimum threshold of £10k is applied to all accruals that 
are input by journal. Accruals below this amount are 
permitted if excluding it would have a significant impact on a 
service’s outturn.  
 
No changes are anticipated to this method or model in 2020-
2021. 
 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Assumptions are selected in a range of ways across Finance. 
 
 
No changes are anticipated to this method or model in 2020-
2021. 

4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

Source data is selected in a range of ways across Finance and 
identified through monitoring to ensure that income and 
expenditure are recognised in the correct accounting period. 
 
No changes are anticipated to this method or model in 2020-
2021. 

5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

We are not currently aware of any specialised skills or 
knowledge used. 

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

Management monitor and review through monthly budget 
monitoring and the outturn position at year end. 

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Yes. As detailed in Q6, management monitor and review 
through monthly budget monitoring and the outturn position 
at year end. 

8. Were any changes made to the key control 

activities this year? If so please provide details.  

There were no changes to key controls. 
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9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

The Finance team prepare working papers to support accruals 
that are over £250k or represent a significant item for a 
service.  The working papers are reviewed by Group Finance 
Manager and the Corporate Accounting team and focus 
consideration of estimation uncertainty on those estimates 
which are complex and require significant judgements, or 
where a third party is used. This also includes comparison to 
previous years and explanations of significant variances.  
 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

Finance will consider sensitivity analysis for those estimates 
which are complex and require significant judgements, or 
where a third party is used. 
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Cumbria County Council 

Annual depreciation charge is approx. £37m 
No depreciation charged on land, assets under construction, investment properties. The following asset lives 
are used to determine the depreciation charge: 

 Operational Buildings up to 60 years 

 Waste Disposal sites 30 years 

 Infrastructure assets up to 40 years 

 Vehicles, Plant, Furniture and Equipment up to 50 year 

Depreciation Estimate  

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that the economic lives used in the calculation 
do not accurately reflect the lives of the assets and the 
Statement of Accounts therefore do not give a true and fair 
view. 
To mitigate this, the registered RICS valuer reviews the lives 
annually. 
 
There is also a risk that the method of depreciation is 
inappropriate (e.g. straight line). However this is mitigated 
through the reassessment of useful life as part of the valuation 
programme. 
  

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

Useful economic life is assessed when valuations are carried 
out. The valuers report annually on dilapidated or damaged 
assets as part of their annual report. 
 
Property, plant and equipment assets are depreciated on a 
straight-line basis over the estimated useful economic life of 
the asset. Intangible assets are amortised on the straight-line 
basis over the estimated useful economic life of the asset.  
 
No depreciation is charged on investment properties, heritage 
assets, Community Assets or land. The following asset lives are 
used to determine the depreciation charge: 

 Operational Buildings up to 60 years 

 Waste Disposal sites 30 years 

 Infrastructure assets up to 40 years 

 Vehicles, Plant, Furniture and Equipment up to 50 
years 

 Assets Under Construction no depreciation charged 
until brought into use. 

 
No changes was made to this method or model in 2020- 2021. 
 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Assumptions used by the valuer for assessing useful life are in 
accordance with RICS guidance and the Code of Practice on 
Local Authority Accounting. 
 

No changes are anticipated in 2020-2021. 

4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

An annual reconciliation is undertaken between the Finance 
Asset Register and the Property database used by the 
Valuation team. Any discrepancies are investigated and 
rectified. This ensures that the source data provided to the 
valuer is accurate. 
 

No changes were made to the source data in 2020-2021. 
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5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

Valuers review the lives of assets and depreciation method 

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

As detailed in Q1, the valuer reviews the asset lives and inform 
the Corporate Accounting team of dilapidated or damaged 
assets. 

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

There are adequate controls in place over the calculation 
of depreciation. The Council uses the CIPFA Asset 
Register package which calculates the depreciation for 
each asset. 
 
The annual depreciation charge is compared to previous 
years.  

8. Were any changes made to the key control 

activities this year? If so please provide details.  

Finance have reviewed the DRC model to ensure that an 
updates to assumptions are consistent with expectations. 
There were no other changes to key controls.  
 
Finance have reviewed all the documentation supporting the 
valuations to ensure that the valuers have collated all the 
expected documentation.  
 

9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

The estimation uncertainty is considered through the regular 
re-assessment of an asset’s useful life as part of the valuation 
programme. 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

The Corporate Accounting team assess the sensitivity of the 
depreciation calculation by calculating the impact of a one 
year change in asset life on the major classes of assets.  
 

Note 3 to the Statement of Accounts Assumptions made 
about the future and other major sources of estimation 
uncertainty includes disclosure on the effect of a change 
of one year in the useful life of operational buildings and 
infrastructure as these are the largest element of the 
Council’s annual depreciation charge of £37m. In 2019/20 
they accounted for £12.4m and £19.9m respectively   
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Cumbria County Council 

Pension Liability Estimate  

Background 

The Council  operates 4 Pension Schemes for employees – LGPS, Firefighters, Teachers and NHS.  

Only the LGPS is funded, the others are unfunded and in the case of Teachers and NHS are managed by 

central government.  

There is a fifth scheme – Teachers Additional pensions – this is closed and there have been no additional 

years granted since 2008. The liabilities are a legacy of those pre 2008 decisions to award enhanced 

pensions to Teachers. 

The Balance Sheet position at 31/3/20 was: 

Scheme Liabilities 
£000 

Assets £000 Net Liabilities 
£000 

Membership 

LGPS (2,046,709) 1,489,846 (556,863) 38,330 

Firefighters (270,026) 0 (270,026) 1,731 

Teachers 
Additional 

(28,683) 0 (28,683) 1,344 

 

 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that the pension liability estimate is inaccurate 
and therefore the Financial Statements do not give a true and 
fair view. 
As in 2019/20, the impact of the McCloud judgement will be 
incorporated into the 2020/21 estimate. Mercer Ltd (the 
Fund’s actuary) have confirmed that the figures remain 
appropriate in their view for 2020/21 and so will not been 
updated. 
The outbreak of Covid-19 has impacted on the global financial 
markets and market activity. A material valuation uncertainty 
was disclosed in the Pension Fund property valuation report in 
2019-2020.  
 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

Mercer Ltd design the model used in respect of this accounting 
estimate in line with the requirements of the accounting 
standards and provide details of this to the Fund.  
The liability estimate takes into account changes in retirement 
ages, mortality rates and discount rates. 
 
No changes are anticipated to this method or model in 2020-
2021. 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Mercers selects the assumptions, these are standard 
assumptions for:  

 mortality 

 rate of inflation 

 Rate of salary increase 

 Rate of pension increases 

 Discount rate for liabilities 
 
The Council uses the standard assumptions put forward by 
Mercers, this is reviewed annually. 
 

There were no changes to the assumptions in 2020/21. 

4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

The Council provides data on contributions paid, pension 
benefits and membership numbers, to enable the actuary to 
undertake their estimate. 
The member data underpinning the liability calculation is from 
the 31 March 2019 actuarial valuation, which was reviewed as 
part of the valuation process.   
No changes are anticipated to this method or model in 2020-
2021. 
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5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

A specialist Actuary, Mercers, is engaged to provide the 
estimate of the pension liability for Fire, LGPS and Teachers 
additional pension schemes. 
 

The actuary is procured through a tender exercise. Mercer Ltd 

was contracted to provide Actuarial Services for the Fund in 

2017 for a 6 year term (covering the period of 2 triennial 

valuations) following a competitive procurement process using 

the National LGPS Framework. 

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

Pension Fund Management meet with senior officers 
from Mercer Ltd on a regular basis (the frequency of 
which is dependent upon the working being undertaken). 
Mercers detail their process including control activities as 
part of their supporting documentation for the IAS19 
liability calculation which is reviewed by Officers. 

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Management considers that the appropriate control for 

assessing Mercer’s calculation of the estimate for the 

IAS19 pension liability arises in part from the appointment 

of a highly skilled, and professional actuary.   

Mercers was appointed to provide Actuary Services to the 
Cumbria LGPS, Firefighters Pension Schemes in 2017 
following a robust and competitive procurement process. 
As part of the selection process, management scrutinised 
the experience of the key team that would be providing 
services to the Council. Mercers employ highly skilled 
and qualified actuarial staff and have a track record of 
providing excellent services to the Council.  

8. Were any changes made to the key control 

activities this year? If so please provide details.  

There were no changes to key controls. 

9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

Details of estimation uncertainties are included within the 
accounts (Note 3 in 2019/20).  

The outbreak of Covid-19 has impacted on the global financial 
markets and market activity. A material valuation uncertainty 
was disclosed in the pension fund’s property valuation report 
in 2019/2020. 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

The actuary provides sensitivity analysis for several 
assumptions: 

 Longevity +/- 1 year 

 Inflation change of +/- 0.1% 

 Salary increase change +/- 0.1% 

 Discount rate change +/- 0.1% 

 Investment rate +/- 1% 
 
The impact is disclosed as part of note 34 Defined Benefit 
Pension Scheme.  
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Cumbria County Council 

Valuation of PFI Liability Estimate  

The Council has 3 PFI schemes – CNDR, Waste Management, Fire Station Replacement Contracts in place for 

more than 10 years. Assets and liabilities were brought on to the Balance Sheet in 2011/12 (Waste & CNDR) and 

2013/14 for Fire. 

Liabilities at 31st March 2020: 
– CNDR £43m 
– Waste £57m 
– Fire £15m 

 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that the values of the liability do not accurately 
reflect the market and the Statement of Accounts therefore 
do not give a true and fair view. 
 
The fair values of the liabilities are calculated by the Council’s 
Treasury management advisors, Link. 
 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

The accounting entries are derived from the PFI accounting 
models which were prepared, based on the operator’s 
financial model, at the commencement of the three PFI/PPP 
schemes. 
 
There were no changes made to these methods or models in 
2020-2021. 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Assumptions were selected by the external consultant when 
the PFI models were set up on commencement of the 
schemes. 
 
Assumptions for the liabilities are also selected by Link when 
valuing the fair value of the liabilities. 
 
No changes are anticipated to be made to these assumptions 
in 2020-2021. 
 

4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

The value of the outstanding liabilities, as well as start and end 
dates of the contracts are provided to Link to enable them to 
estimate the fair value of the liabilities.  
 
Other than the annual payments, no significant changes are 
anticipated to be made to this source data in 2020-2021. 

5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

A financial consultant advised on the PFI contracts and the 
financial models were prepared by PwC at the commencement 
of the schemes. 

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

As detailed in Q1, the fair values of the liabilities are calculated 
by Link and reviewed by the Corporate Accounting Team. 

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Yes, there are adequate controls in place. 

8. Were any changes made to the key control 

activities this year? If so please provide details.  

There were no changes to the key controls. 
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9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

Link compares the interest rate built into the model, to PWLB 
rates and Market Debt rates. 

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

Link provide a range of calculations based on the PWLB new 
lending rates and premature redemption rates together with 
sensitivity information based on +/- 1% on both.  
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Cumbria County Council 

Property, Plant, and Equipment Valuation Estimate  

Gross Book Value of PPE at 31st March 2020 was £1,542m. 
Vehicles, Plant and Equipment, Infrastructure and Assets Under Construction are at 
cost. 
Land & Buildings £569m, made up of 1,030 assets. 
Currently valued on 5 year rolling programme basis allowed by the Code. 
82% of portfolio valued in 2018/19 and 2019/20. 
Note 21 sets out the detail of who has done the valuations and their qualification, 
what assumptions have been used, the basis of the valuation for each type of 
property. 
Accounting Policy xi covers how PPE is treated in the accounts 
 

Question Management response 

1. Were any risks identified relating to the 

material accuracy of this accounting estimate for 

the financial year and, if so, how were these 

risks addressed?  

There is a risk that valuations do not accurately reflect the 

market and the Statement of Accounts therefore do not 

give a true and fair view. 

To mitigate this, valuations are carried out by valuers 

registered with Royal Institution of Chartered Surveyors 

(RICS), in accordance with RICS guidance and the Code 

of Practice on Local Authority Accounting (the Code).  

The valuations are reviewed by the Estates and 

Investments Manager and subsequently by the Corporate 

Accounting team. Any significant variances from previous 

valuations are queried and discussed with the valuers 

and explanations provided. 

The outbreak of Covid-19 impacted on the global financial 

markets and market activity. For 2019/20 the valuers’ 

included a material uncertainty paragraph. 

2. How do management select, or design, the 

methods, used in respect of this accounting 

estimate, including the models used? 

Were any changes made to these methods or 

models in 2020/21, and if so what was the 

reason for the change?  

Other land and buildings including surplus assets are 

valued as part of a 5 year rolling programme. However as 

a result of the additional valuations carried out in 2019/20 

89% of the Council’s portfolio of 1,030 land and building 

assets will have been valued in the last 3 years. 

 Community assets, vehicles, plant and 
equipment, infrastructure and assets under 
construction are valued at depreciated historical 
cost.  

 Intangibles are valued at amortised cost  

 The Council monitors the value of assets that 
have been revalued over the last five years, to 
ensure all assets have been revalued within this 
five-year timeframe.  

 Valuers undertake an impairment review to 
ensure assets not valued haven’t materially 
changed in value.   

 

No changes are anticipated to these methods or models 

for 2020/21. 

3. How do management select the assumptions 

used in respect of this accounting estimate? 

Were any changes made to these assumptions 

in 2020/21, and if so what was the reason for the 

change?  

Assumptions are selected by the valuer in accordance 
with RICS guidance and the Code of Practice on Local 
Authority Accounting. Management review these 
assumptions and challenge where necessary.  
 

No changes are anticipated in 2020-2021.  
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4. How do management select the source data 

used in respect of this accounting estimate? 

Were any changes made to this source data in 

2020/21, and if so what was the reason for the 

change? 

An annual reconciliation is undertaken between the 
Finance Asset Register and the Property database used 
by the Estates team. Any discrepancies are investigated 
and rectified. This ensures that the source data provided 
to the valuer is accurate and that all additions and 
disposals have been included.  
 
Plans, tenancy schedules, car parking rental income and 
pupil numbers are also provided to valuers.  

No changes were made to the source data in 2020-2021.  

5. Were any specialised skills or knowledge 

used in respect of this accounting estimates, and 

if so how were these specialist skills procured? 

Internal RICS qualified valuers are used to provide the 

valuations.  

6. How do management monitor the operation of 

control activities in relation to this accounting 

estimates, including the control activities at any 

service providers or management experts?  

As detailed in Q1, the asset revaluations are critically 
reviewed by the Corporate Accounting team with any 
significant variances from previous valuations or 
expectations, queried and discussed with the valuers.  

7. In management’s opinion, are their adequate 

controls in place over the calculation of this 

accounting estimate, including those at any 

service provider or management expert used, 

and if so how is the robustness of the key 

controls assessed?  

Yes, valuations are carried out in accordance with RICS 
guidance and the Code of Practice on Local Authority 
Accounting.  
 
 

 

8. Were any changes made to the key control 

activities this year? If so please provide details.  

A further control was added this year following the 019/20 
audit, the Corporate Accounting team review the DRC 
model prior to the start of the revaluation process to 
ensure it has been updated appropriately. 
The Estates and Investments Manager is to provide an 
overall report on the revaluations carried out, it will 
combine the previous terms of engagement and 
impairment review reports. 

9. How do management consider the estimation 

uncertainty related to this accounting estimate 

and address this uncertainty when selecting the 

point estimate to use?  

Management consider the estimation uncertainty and 
calculate the impact of a 10% fluctuation in operational 
land and buildings values.  
 

Management also monitor the impact of COVID-19 and in 

2019-2020, the valuers alerted management to the fact 

that valuations had been reported on the basis of 

“material valuation uncertainty”.  

10. How do management consider the sensitivity 

of the estimate to the methods and assumptions 

used and identify the range of reasonably 

possible outcomes for disclosure in the financial 

statements? 

The vast majority of the Council’s portfolio is valued on 

DRC basis.  

 

 

 
 


