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Dear Member

Audit and Assurance Committee  – 25 September 2017

Further to the agenda for the Audit and Assurance Committee on Monday 25 September 
2017, please find attached the following reports which were marked to follow:-

Agenda Item No 4       Minutes of Previous Meeting
Agenda Item No 6       Additional page for Appendix 2 – Medium Term Financial Plan  

Savings 
Agenda Item No 9       Annual Governance Statement 2016/17 and Action Plan 

2017/18
Agenda Item No 10     Accounts Overview 2016/17
Agenda Item No 10a   Cumbria County Council Letter of Representation
Agenda Item No 10b   Cumbria LGPS Letter of Representation 
Agenda Item No 11     Audit Findings Report for Cumbria County Council 2016/17 
Agenda Item No 12     Audit Findings Report for Cumbria Local Government Pensions   

Scheme 2016/17

You should now have all your papers for the meeting.

Yours sincerely 

JACKIE CURRIE
Senior Democratic Services officer
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AUDIT AND ASSURANCE COMMITTEE

Minutes of a Meeting of the Audit and Assurance Committee held on Tuesday, 12 
September 2017 at Conference Room A & B Cumbria House, Carlisle at 10.30am

PRESENT:

Mrs HF Carrick (Chair)

Mrs PA Bell
Mr SB Collins
Mr LN Fisher

Mr NH Marriner
Mr KR Hamilton
Mr DE Southward (Vice-Chair)

Also in Attendance:-

Mrs J Bellard - Director - Grant Thornton
Mrs J Crellin - Assistant Director - Finance (Section 151 Officer)
Mrs J Curie - Senior Democratic Services Officer
Ms K Fairclough - Chief Executive
Mr G Kelly - Associate Director - Grant Thornton
Ms A Pieri - Manager, Public Sector Assurance - Grant Thornton
Mrs N Parker - Group Audit Manager
Mr D Parr - Senior External Peer, Halton Borough Council
Ms I Puzio - Monitoring Officer - Legal and Democratic Services
Dr D Roberts - Corporate Director – Resources and Transformation
Mr P Robinson - Assistant Director - Transformation

PART 1 – ITEMS CONSIDERED IN THE 
PRESENCE OF THE PUBLIC AND PRESS

1 APOLOGIES FOR ABSENCE

There were no apologies for absence for this meeting.

2 MEMBERSHIP

Membership of the Audit and Assurance Committee, as appointed by Council, was 
noted as:-

Mrs HF Carrick (Chair)
Mr DE Southward (Vice Chair)
Mrs PA Bell
Mr SB Collins
Mr LN Fisher
Mr KR Hamilton
Mr NH Marriner
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3 DISCLOSURES OF INTEREST

Mr DE Southward declared an interest under the Members’ Code of Conduct in 
Agenda Item No 14 – Port of Workington Harbour Accounts, as the Port came under 
his portfolio as Cabinet Member for Economic Development 

Mr P Robinson – Assistant Director - Transformation declared an interest under the 
Officers’ Code of Conduct in Agenda Item 6(D) – Amey Lessons Learned as in 
August 2016 he became responsible for the Policy Team and the Communications 
Team within the County Council which produced corporate risk reports. Mr 
Robinson confirmed this responsibility commenced after the Amey trial had 
concluded and had no conflict with the independence of the Lessons Learned 
review undertaken.

4 MINUTES

RESOLVED that the minutes of the previous meeting held on 20 March 2017 be 
agreed with the following amendment:-

Minute No 76 – change the reference to the General Election to County Council 
election

Minute No 78 – third paragraph, second last line -  change the reference to the 
general election to County Council election

5 EXCLUSION OF PRESS AND PUBLIC

RESOLVED that, the press and public be not excluded from the meeting during 
consideration of any item of business on the agenda.

6 AMEY LESSONS LEARNED

(A) Role of the Audit and Assurance Committee in relation to the AMEY 
Lessons Learned Process

The Monitoring Officer presented a report to the Audit and Assurance Committee, 
which set out the role of the Audit and Assurance Committee in relation to the Amey 
Lessons Learned process.

She explained that the Chartered Institute of Public Finance and Accountancy 
(CIPFA)’s Position Statement on Audit Committees stated that ‘the purpose of an 
audit committee was to provide independent assurance to those charged with 
governance on the adequacy of the risk management framework, the internal 
control environment and the integrity of the financial reporting and annual 
governance processes’.
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The Council’s terms of reference for the Audit & Assurance Committee had been 
written to align with the CIPFA Position Statement on Audit Committees and were 
included within the Constitution.

The purpose of the Audit & Assurance Committee was stated within the constitution 
as:-

‘to provide independent assurance to Members on the adequacy of the risk 
management framework and the internal control environment’.

The Monitoring Officer then explained the role of the Audit and Assurance 
Committee in relation to the Amey Lessons Learned Review.

The Role of Audit & Assurance Committee was to:

 Review the Lessons Learned report and seek assurances from the 
Assistant Director about the processes followed to ensure the review was 
comprehensive and that any key lessons are identified, documented, 
appropriately communicated and actions are being monitored;

 Consider the report of the Group Audit Manager and seek assurances 
that in respect of the agreed scope, the processes followed were 
adequate and effective to lead to appropriate conclusions;

 Consider the assurances provided by the Council’s external senior peer 
acting as ‘critical friend’; and

 Form a view on the adequacy and effectiveness of the Lessons Learned 
review and subsequent actions to be assured that governance, risk 
management and internal control processes are appropriate for the 
future.

She emphasised the need for the Audit and Assurance Committee to remain 
impartial – the role of the Committee relating to the Amey Lessons Learned review 
was to assure itself that the process and the probity of the process followed were 
robust, sufficiently independent and appropriate.  The Committee must have a 
degree of separation from the investigations themselves in order to ensure its 
independence in undertaking its role was not compromised.  This was noted and 
agreed by members. 

RESOLVED that the report be received and noted.

(B) Statement of Opinion - Senior External Peer

The Senior External Peer – Mr David Parr (Chief Executive of Halton Borough 
Council) presented a report which outlined his independent statement of opinion in 
relation to the Amey Lessons Learned  - Process and Outcomes.

The statement of opinion was provided by him, as the independent Senior External 
Peer commissioned by Cumbria County Council (the Council) and contained his 
professional opinion regarding the Lessons Learned process conducted by the 
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Council in respect of the procurement, contract management and litigation arising 
out of the Amey v Cumbria County Council case, with particular focus on the 
robustness of the lessons learned process undertaken. 

The Senior External Peer explained that in forming this opinion he had:

a) Researched the key facts and chronology of the case and provided 
constructive and robust challenge to the process

b) He had also:-

 Reviewed the Amey v Cumbria County Council High Court litigation 
judgment and the actions of the Council and others involved before, 
during and after the various legal proceedings;

 Reviewed the case chronology and the input of key organisations and 
officials involved;

 Discussed with Cumbria County Council officials (including the outgoing 
and new Chief Executive) and previous and current Audit and Assurance 
Committee Chairs and Vice Chairs their expectations for the lessons 
learned process;

 Discussed this matter with Grant Thornton UK LLP as external auditor;
 Discussed this matter with Cumbria County Council’s Group Audit 

Manager;
 Undertaken interviews with Cumbria County Council lessons learned 

facilitators and in particular had regular discussion with and provided 
challenge to the AD Transformation on the key lines of enquiry;

 Reviewed the Lessons Learned draft report and governance processes in 
place to progress the report and supporting evidence to the Audit & 
Assurance Committee.

Mr Parr explained to members that his role as external senior peer was to:- 

 Provide professional insight and experience regarding this major 
commercial contract, performance management expectations, dispute 
resolution process and litigation management;

 Provide an external peer opinion regarding the key aspects of the case 
where further probity is required by the Council to ensure any lessons are 
identified and learned;

 Observe, challenge and advise on the lessons learned methodology 
being undertaken by the AD Transformation;

 Provide robust challenge to any gaps in the methodology being 
undertaken to ensure that the lessons learned process is independent of 
those involved in the case, thorough, robust and evidence based;

 Provide Chief Executive level advice to, and respond to queries from, the 
AD Transformation and Cumbria Country Council elected members 
regarding (for example) the approach likely to be taken if this case had 
happened elsewhere.

 Be available to Grant Thornton UK LLP external auditors, Cumbria 
County Council Audit and Assurance Committee Chair and Vice Chair 
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and Cumbria Head of Internal Audit should they have questions or 
concerns to raise;

 Consider, comment on and challenge the lessons learned draft 
recommendations both in terms of the content and format of the report. 

The Senior External Peer confirmed that it was his professional opinion that the 
lesson learned process had been comprehensive, rigorous, transparent and robust.  
His opinion was that all those who had contributed had been motivated to 
understand what happened, why it happened, what must be done to ensure lessons 
were learned to minimise or remove the risk of similar events happening again.  Mr 
Parr was confident those involved had approached the process with openness and 
honesty.

Mr Parr commented that the officers involved, led by the Assistant Director - 
Transformation and the Senior Manager Performance and Risk, had been thorough, 
professional, challenging and operated with a high level of integrity throughout. They 
were impressive individuals and a great credit to the Council and public service. 
Their approach had been comprehensive and searching, and at times had put them 
in challenging situations with peers, senior colleagues and members. They had not 
shied away from asking the difficult questions and this had resulted in a lessons 
learned process that was both comprehensive and added value.

They had also brought a degree of independence to the process that he believed 
gave the lessons learned process high credibility that was important and provided 
reassurance to the public and other interested parties, that they could be satisfied 
that due process had been followed and due diligence applied.

The Senior External Peer felt it was now important that the Council carefully 
considered the lessons learned, accepted the recommendations and produced and 
implemented an Action/Delivery Plan to deliver the learning in a timely and effective 
way. 

He was pleased to report that he had already seen evidence of the Council 
implementing new ways of working, informed by the learning from the Lessons 
Learned process, which was encouraging and had confidence that further 
improvement was planned as a result of the action plan to be considered by the 
Committee.

The Chair thanked the Senior External Peer, on behalf of both the County Council 
and the Audit and Assurance Committee, for giving his time voluntarily to help 
Cumbria County Council during this process.

(C) Internal Audit Assurance Report - AMEY Lessons Learned

The Group Audit Manager presented a report which explained that she was asked 
to provide input to the Lessons Learned process in order to give assurance to Audit 
& Assurance Committee over the arrangements for undertaking the review.
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The scope of the audit was determined by the Group Audit Manager to provide 
assurance over four key aspects of the work:

 The robustness of the process undertaken;
 The independence of the review;
 The arrangements for ensuring completeness of the outcomes of 

the review; and
 The robustness of the arrangements for taking the actions forward 

to cascade learning and strengthen governance and procedures

The Group Audit Manager confirmed to the Audit & Assurance Committee that an 
overall assessment of ‘Reasonable Assurance’ could be provided with the 
‘Reasonable Assurance’ opinion also given for each of the four scope areas. The 
Group Audit Manager stressed that ‘reasonable’ assurance was a high assurance 
level and stressed to members this demonstrated the review had sufficient 
independence and rigour.

There were a small number of recommendations arising from the internal audit 
review generally, which related more broadly to documenting some elements of 
governance in relation to the management / governance of a project of this size and 
nature, rather than concerns of the review work undertaken and stressed that the 
recommendations do not in any way undermine the conclusion of Reasonable 
assurance, but may assist in decision making should the Council need to undertake 
future major reviews of a similar nature:-

 R1 Ensure there is a formal record of the decision as to how major 
reviews are to be undertaken to aid transparency

 R2 Ensure issues and actions are tracked through a log to provide robust 
assurance that all matters have been followed up and resolved

 R3 For future reviews, ensure that timescales for reporting are realistic 
and informed by an assessment of the work required

 R4 For future reviews, ensure that the governance arrangements are 
documented at the start to aid clarity and reduce the risk of any undue 
influence over the process.

Members asked the Group Audit Manager to comment on R3 – ensure that 
timescales for reporting are realistic and informed by an assessment of the work 
required.  The Group Audit Manager explained that this recommendation was about 
setting realistic deadlines at the start to enable a full investigation and review to be 
undertaken.  The timescales for the Amey Lessons Learned Review was originally 
estimated to only allow around 8 weeks for the understanding and interview phase, 
which had turned out to be insufficient given the amount of work that was needed, 
and was correctly extended to ensure a full and thorough review was undertaken.  
In future, if another review was needed, the scope of the work to be done would 
determine the timescale, rather than an estimated date for the completion of the 
work.  Members expressed the view that producing a thorough and accurate report 
should be the focus and that prescribed deadlines must not compromise quality.

RESOLVED that the report be received and noted.
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(D) AMEY Lessons Learned

The Audit and Assurance Committee considered a report from the Assistant Director 
– Transformation, which invited members to form an opinion as to whether the 
methodology used to establish the lessons learned by the Council from the events 
surrounding the Amey v Cumbria County Council litigation was well planned, had a 
high and sufficient degree of independent input, was thorough, inclusive and 
transparent.

Before presenting the review approach undertaken, the Assistant Director provided 
members with a short overview of his professional experience and training in 
undertaking such reviews, which related to over 20 years of public sector 
experience focusing on service improvement methodologies; inspection experience 
following set key lines of enquiry; senior level local government service 
improvement experience and as a trained Local Resilience Forum debrief officer, to 
ensure lessons and continuous learning opportunities are identified following major 
incidents.

He explained that having conducted significant levels of reading and interviews to 
understand what had happened, his conclusions resulted in a number of lessons 
learned (shown as L in the report) and a set of associated recommendations (shown 
as R in the report) all of which informed a corporate Action Plan to be considered by 
members later in the agenda as a separate report to be presented by the Council’s 
Chief Executive. 

Considering the lessons learned, recommendations made and delivery of the Action 
Plan would provide assurances for Elected Members that the Council had taken 
appropriate steps to minimise or remove the risk of similar events happening in the 
future.

The lessons learned report was commissioned by Cumbria County Council’s 
previous Chief Executive, with the Assistant Director - Transformation selected to 
take the lead to develop and implement a review methodology to ensure an 
independent and thorough process was undertaken given he had only joined 
Cumbria County Council in February 2015 after the Amey contract had concluded 
and given he had no previous involvement in any aspect of the Amey litigation 
process. 

The Amey litigation arose following a contractual dispute between Amey and the 
Council under which Amey was to carry out highways maintenance and associated 
services for the Council. The contract was for a term of 7 years commencing 1 April 
2005, with an option for the Council to be able to renew for a further 3 years. 

Detailed findings of the review, the lessons identified and associated 
recommendations made were included in the Lessons Learned Report, which had 
now been published.
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The Assistant Director detailed the methodology used to establish Lessons Learned 
and explained that this was designed around the following four commitments:-

 There would be open, honest and constructive reflection, ensuring a 
transparent process;

 There would be robust challenge and scrutiny of those involved;
 There would be a balance of input from officers, elected members and 

partners that were involved in and had knowledge of the Amey case, as 
well as officers not involved in the case at the time, but who could provide 
professional insight and challenge in their current roles, to ensure both 
independence and rigour;

 That reflection and lessons learned would be reported to elected 
members via a meeting in public of the Audit & Assurance Committee. 

Two senior officers, himself, and the Senior Manager - Performance & Risk 
facilitated the establishment of the lessons learned methodology by adopting the 
following approach:-

 a desktop review of all relevant documentation, which was voluminous, 
technical, commercially sensitive and subject to legal privilege;

 group workshop discussions with senior managers of the Council and the 
Council’s Amey litigation project team using pre-agreed key lines of 
enquiry, and

 a series of individual 1-2-1 sessions including key officers, elected 
members and partners, some of whom are still associated with the 
County Council and some who have since left the Council but agreed to 
contribute to the review process.

This approach was designed to ensure a balance of minimising additional costs 
whilst also ensuring appropriate probity and independence.

A simple, yet effective debrief and reflection process was adopted. For each 
workshop topic, in addition to the key lines of enquiry, the following three themes 
were used to help structure the sessions, capture feedback and to establish lessons 
learned with clear recommendations to inform actions for the Council to take going 
forward:

 What went well?
 What did not go well and why?
 What should the Council do differently?

He asked members to note that the lessons learned team were assured that those 
who participated in group and/or 1-2-1 sessions approached the process 
constructively, providing opinions openly based on their recollection and knowledge 
of the case.

He emphasised to the committee that the purpose of the review was not to re-
investigate the case, as this had already been concluded by the Judge. Instead, the 
purpose of the lessons learned process was to engage those involved in the matter 
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to genuinely understand what happened, why it happened and what must be done 
to ensure lessons are learned and to avoid a major contractual dispute happening 
again. 

He paid tribute to the assistance he had received from the Senior Manager - 
Performance & Risk in facilitating the lessons learned process.

The Assistant Director then took members through the following:-

 The background and context – including the chronology of events;
 The judgement, interest and costs awarded to Amey;
 The methodology used to establish the lessons learned.

He then presented in detail for members all the findings of what happened, the 
lessons learned and the recommendations of the report.  The report contained 20 
lessons learned and 27 associated recommendations.  He explained that these 
recommendations had been considered by the County Council’s Corporate 
Management Team only to inform the required Action Plan; they would oversee the 
progress of an Action Plan and be accountable for its delivery.

Timely delivery of the Action Plan would put the Council in a stronger position in the 
future in terms of awareness, mitigation and management of similar risks or costs, 
and also consideration of benefits should similar circumstances arise. The focus at 
this stage was to learn from the past, but not dwell on the past and instead, look 
forward to take all necessary steps to deliver further improvement and to avoid or 
mitigate the risk of similar events occurring again.

The Chair thanked the Assistant Director – Transformation for his very 
comprehensive report and opened the floor up to questions.

One of the members asked whether, as part of the review, any consideration was 
given to whether the type of contract entered into was desirable or whether the 
contract was in fact too large to manage.

The Assistant Director had, as part of the review, examined whether the contract 
was robust, but confirmed an assessment of the different contract type options had 
not featured as a key line of enquiry during this process.

The Senior External Peer confirmed that the lessons learned review did not focus on 
whether the contract was the right kind of contract, but as part of the learning he 
hoped that in future all local authorities would consider as part of the procurement, 
an assessment of options at the earliest possible stage.

One member asked a question about the process of obtaining proposals and quotes 
for legal representation to support the Council to defend the Amey litigation, and 
whether anything could be learned from the way this was done.
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The Assistant Director said initial quotes were sought via the North West 
Consortium which at that time was standard practice, as the Council had access to 
preferential rates from the Manchester Chambers.  Although the unit cost (day rate) 
was greater than that available via the North West Consortium, after careful 
consideration, the Council took a decision to appoint its legal advisers based not just 
on price, but included a wider assessment of skills, quality and likely success 
probability and the Council had viewed this as an appropriate investment to deliver 
greatest benefit for the Council at trial. 

The Assistant Director commented that being involved in major civil litigation of this 
scale was a new and unprecedented experience for the Council. The Council had a 
clear desire and strategy to resolve issues and settle outside of the court process, 
however there had been an unsuccessful attempt to resolve the dispute through 
meetings of senior officials and a week-long mediation process in June 2014. The 
Council required a strong legal team to defend the Amey litigation. 

He explained that the recommendation from the review was that where external 
legal representation was to be procured for major projects such as this in the future, 
the Council should draw up a clear service specification with a documented options 
appraisal, considered and recorded.  Where external legal or expert representation 
was to be provided, their expertise and experience in relation to the nature of the 
specific dispute in question should be assessed internally and externally by 
discussing any proposed appointments with experienced Counsel or solicitors who 
specialised in the subject-matter of the dispute.  This would ensure the best overall 
value for money option was secured and recorded for the legal capacity, skills and 
subject matter experience required.

Members questioned whether, as well as legal expertise and support, additional 
capacity relating to technical highways expertise should also have been 
commissioned. 

The Assistant Director said this learning came forward from the Project Team as 
they felt that whilst there was sufficient capability, skills and experience within the 
project team, enhanced capacity to assist with the volume of technical queries 
would have greatly assisted them.

In relation to recommendation 1, the committee queried whether the County Council 
had sought enough external input and due diligence before entering to a contract of 
this size and nature.

The Assistant Director confirmed there was no inference in the review that the 
County Council had not engaged with expertise to shape the Amey contract.  
However, even after involvement from two external companies as part of the 
contract steering group, gaps remained. 

Members queried some of the wording used in the report for recommendation 6 and 
whether it was clear enough for staff to be confident that they would be listened to 
should they feel the need to use the Speak Up policy to raise issues. 
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The Chief Executive responded to confirm that the culture of the organisation 
needed to support staff to have confidence in the Speak Up policy, with staff 
encouraged to raise concerns in the confidence their views would be listened to, 
documented and acted upon.

Members agreed that cultural change was vital to the success of this approach, and 
noted that work led by the Chief Executive was already underway.

The Audit and Assurance Committee was in support of recommendation 8(c) that 
audit findings and follow up reports should continue to be reported to this 
committee.  However, they sought confirmation that the reference to CMT ensuring 
that resources were available to allow follow up audits to be undertaken would also 
include resources for the Internal Audit team as well as service based staff to 
ensure follow up work had been completed.

The Assistant Director confirmed that the recommendation was intended to ensure 
that the Internal Audit team would have the adequate level of resources to allow 
follow up audits to be carried out.

The Chief Executive said one of the lessons learned was about the need for the 
council to have excellent standards of corporate governance and emphasised her 
personal commitment to this.  She committed to raising the profile of corporate 
governance and the role of internal audit.

One of the members made a suggestion that recommendation 9 should be clearer 
about expectations for senior officers and members.  

As a result, the Assistant Director confirmed the recommendation could be 
strengthened and suggested the recommendation on Page 24 of the report be 
amended from

 6.4.10 Recommendation (R9) – Where decisions are taken that may result 
in significant risks to the Council, there must be a clear expectation that 
senior officers and members receive all relevant information in a timely 
manner to thoroughly understand and consider the full extent and 
consequences of the potential risk. The decision, including action to be taken 
(or not taken) and the reasons for the decision, should be documented.  

to

 6.4.10 Recommendation (R9) – Where decisions are taken that may result 
in significant risks to the Council, senior officers and members should receive 
all relevant information in a timely manner to thoroughly understand and 
consider the full extent and consequences of the potential risk. The decision, 
including action to be taken (or not taken) and the reasons for the decision, 
should be documented.  
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All committee members supported this suggestion and AGREED the Assistant 
Director and Senior External Peer would update the final lessons learned report and 
that the Chief Executive AGREED that the delivery of actions in the Action Plan 
would reflect this.

The Audit and Assurance Committee commended all the individuals involved in the 
lessons learned review.

RESOLVED that Members, 

(1) Accept the assurances from the Assistant Director Transformation about 
the methodology followed to ensure the review was sufficiently 
independent, rigorous and comprehensive; 

(2) Accept the assurances provided by the Council’s External Senior Peer 
Chief Executive;

(3) Agree the findings of the lessons learned review to ensure the lessons 
learned are identified, documented and appropriately communicated;

(4) Agree the recommendations made in the lessons learned report to 
ensure they sufficiently inform the Corporate Action Plan that will be 
considered by the Committee under a separate agenda item to ensure 
future improvements are made.

(5) Accept the adequacy and effectiveness of the Lessons Learned review 
and subsequent actions and are assured that governance, risk 
management and internal control processes are appropriate for the 
future.

7 RESPONSE TO THE AMEY LESSONS LEARNED REPORT

The Chief Executive presented a report which explained that the Council was 
committed to continuous improvement in the delivery of services and management 
of its business with the aim of supporting the Council to be efficient and effective. 
Learning from experience was an important part of this improvement journey.

This report responded to the recommendations made in the Amey Lessons Learned 
Report and provided an overview of how the organisation intended to take forward 
actions to address the key learning points and how progress would be kept under 
review. 

A high level, outcome focused action plan had been developed which would be 
supported by more detailed plans within the relevant services. 

Following the conclusion of the litigation with Amey it was recognised that a 
thorough lessons learned exercise would be essential to drive forward 
improvements in the Council’s approach to procurement, contract management, 
litigation and stakeholder management. 
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The purpose of the exercise was not to undertake an investigation, but to focus on 
understanding what the Council had done well, what it could have done better, and 
with hindsight, what it might have done differently.

The underpinning principles for the review activity were for it be undertaken in a way 
which enabled:

 Open, honest and supported constructive reflection
 Robust challenge and scrutiny
 Input from officer and members
 A report to be made in public with the findings of the review

The Chief Executive explained that an overall response was set out in section 5 of 
this report; and where additional commentary was felt to be appropriate in response 
to individual recommendations, this was also provided.

A detailed outcome focused Action Plan had also been developed in response to 
the Lessons Learned Report. This was provided as Appendix 1 and set out what 
management was seeking to achieve through improvement activity; the actions that 
would be undertaken to deliver on the outcomes; where accountability lay for 
actions, and target dates for delivery.

The Lessons Learned report was much welcomed as it provided objective insight 
into key issues relating to the Council’s approach to commissioning, procurement 
contract management, litigation and stakeholder engagement.  

The Lessons Learned report contained a number of critical learning points which 
would support the Council in its continuous improvement journey; and this response 
had been structured around 6 key themes that have emerged from the 
recommendations made in the Lessons Learned report.

An Action Plan had been developed. It built on a wide range of improvement activity 
that commenced immediately the litigation ended; for example, changes to the way 
in which the Council developed its relationships with providers; and the process to 
introduce decision logs.

There were four major outcomes where improvement was needed and the action 
plan was structured around these areas. These were set out below:- 

 Contracts are clear and robust, with effective and proportionate 
contract, performance and risk management arrangements in place.

 Strong governance arrangements are in place for services delivered 
by external contract.

 The Council proactively and effectively manages the risks, benefits 
and implications that disputes or litigation may present. 

 The Council has effective communications and stakeholder 
relationships in place when contracts escalate towards formal 
dispute.
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In addition to taking action to address specific areas for improvement, it was 
recognised there was a need to share the learning. The key audiences for this were 
the Extended Leadership Team (CMT and all Assistant Directors); all Senior 
Managers; and all staff involved in commissioning, procurement and contract 
management activity. The lessons learned would also be shared as part of our 
existing good governance training for staff.

With regards to communicating with Members; the approach would be to signpost 
members to the reports received by Audit and Assurance Committee; and would be 
incorporated into a Member Development Session on commissioning, procurement 
and contracts that would be offered as part of the Member Development 
Programme. 

The Lessons Learned Action Plan would enable the Council to clearly set out what it 
expected to achieve. It provided clarity for the public, providers of services, staff and 
Members. It set out the improvement to commissioning, procurement, contract 
management, litigation and stakeholder engagement. 

The Chief Executive confirmed she would take ownership of the Action Plan and 
ensure it was reviewed on a regular basis and delivery was in line with the 
commitments made. Reporting into CMT on this would take place once a quarter.

Members welcomed the production and rigour of the Action Plan.  Going forward, 
they hoped to be able to see more detail about this. They would be keen to see 
more information in relation to Actions 4 and 5 of the action plan.

Members agreed that an Action Plan was needed to take issues and 
recommendations forward and welcomed the opportunity to monitor the progress of 
this.  

RESOLVED that, 

(1) Members note the response to the Amey Lessons Learned Report and 
supporting outcome focused Action Plan provided as Appendix 1;

(2) Members confirm that the response and Action Plan provides them with 
the necessary assurances that the planned improvement activity will 
achieve the outcomes sought;

(3) Members agree that progress reports on delivery of the Action Plan are 
brought to future meetings of the Committee as part of the regular update 
on the Annual Governance Statement Action Plan.

The meeting then broke for lunch at 12.45pm and resumed at 1.15pm.
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8 2016/17 QUARTER 4 CORPORATE RISK REGISTER AND RISK 
REFRESH

The Corporate Director – Resources and Transformation presented a report which 
provided members with a progress update on the 2016-17 corporate risk register for 
the fourth quarter to 31 March 2017 and presented an overview of both risks and 
opportunities for each of the Council priorities.

In addition, this report presented a summary of the Corporate Risks and 
Opportunities that had rolled forward into the 2017/18 register, together with the 
supporting rationale for changes to the 2016-17 register.

The Corporate Director informed members about the Risk Management Training 
and highlighted that a general risk management e-learning package for Managers 
had been developed and was being piloted prior to upload onto the Council 
Learning Zone. Thereafter a further risk management e-learning training package 
for elected members would be developed. 

In March 2017, risk management representatives from Zurich Municipal delivered a 
comprehensive fraud awareness training session tailored for the Councils Internal 
Audit Team. 

There were currently 16 risks on the Quarter 4 corporate risk register; 11 high and 5 
medium risks:

The Corporate Director said that since the previous quarter 2016/17.no new risks 
were identified, no risk scores were changed, and that no further risks were closed 
during Quarter 4.  However, there was one new emerging risk was identified during 
Quarter 4 2016/17.in relation to the apprenticeships levy. 

Comparing the current Quarter 4 2016/17 risk scores to the Quarter 4 risk scores in 
2015/16 13 of these risks remained at the same score as the previous year’s Q4 
period and 1 risk had increased in score - C19: Standards in secondary schools 
(excluding academies)

There were 11 corporate risks that had remained on the register over the last 24 
months.

Members asked for an update on management of attendance.  The Corporate 
Director explained there would be a substantive report to the next meeting in this.

One of the members raised concerns with risk  – non delivery of Medium Term 
Financial Plan savings, and asked how members could be assured that this was 
being monitored.  The concerns raised were about Adult Services and the 
complexity of managing this budget.

The Assistant Director – Finance said budget was difficult to manage especially in 
times of austerity and the growing demographics for the aging population within the 
county.  She explained that there was a management board monitoring this closely.
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Central Government had recognised the need for additional funding for Adult Social 
Care and funding received into the Better Care Fund (BCF) had been increased.  
However, there would still be pressure to maintain the spend in cash limited 
services.

Members felt it might be advantageous to look more strategically at this and asked 
whether the council recognised the potential risk in its entirety in relation to the 
aging population and the effect this could have on the whole of the council services.

The Corporate Director explained that an aging population was a cause of some of 
the risks on the risk register and AGREED to look at this to determine how this 
might be reflected more clearly in the risk register.

Members asked questions about the IT tracking tool being used to track the income 
of service users and the Assistant Director AGREED to investigate the queries and 
respond to members directly.

Members raised questions about risk C13 – Inadequate Information Governance 
and whether this included cyber risk.  The Corporate Director said the issue of cyber 
risk would be a substantive item for the January 2018 meeting of the committee and 
that the Q1 report would include a specific risk on this matter.

Members noted that the Corporate Risk Report – Quarter 1 would be presented to 
the next meeting scheduled for 25 October.

RESOLVED that, 

(1) Members note the content of the report, and agree that it provides 
sufficient assurance that the current Risk Management arrangements are 
both robust and effective;

(2) Members identified the aging population and the cyber risk as areas of 
risk for further detailed examination at future Audit & Assurance 
Committee meetings.  

9 SENIOR INFORMATION RISK OWNER (SIRO) & INFORMATION 
GOVERNANCE ANNUAL  REPORT 2016-17

Members had before them a report from the Corporate Director – Resources and 
Transformation, which provided an update relating to the responsibilities of the 
Cumbria County Council Senior Information Risk Owner (SIRO) and outlined activity 
and performance related to information governance.  It provides assurance that 
information risks were being effectively managed; what was going well; and where 
improvements were required.
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Whilst previously presented as two separate reports (Information Governance 
Annual Report and SIRO Annual Report) these had now been combined to provide 
a single report which outlined the new and emerging information governance 
considerations. 

ICT security and cyber risks presented an increasing challenge to all organisations 
and the Council was no different.  Arrangements to manage these risks were 
contained in the report with a summary included to list actions already undertaken 
and further activity planned to maintain and strengthen defences and enhance 
corporate resilience. 

The Senior Information Risk Owner (SIRO) Annual report reflected the Council’s 
information governance work undertaken during 2016-17, and provided assurance 
that personal data was held securely; information is disseminated effectively and 
provided an overview of key performance indicators relating to the Council’s 
processing of information requests within the necessary legal frameworks. 

Members asked for assurance the County Council took seriously the possible 
threats caused by cyber risks.  The Corporate Director said the council was mindful 
of the possible threats and risks associated with this. This would be included in one 
Q1 risk report and would be a substantive item for the January 2018 meeting.

She reminded members that a substantive item would be coming to the January 
Audit Committee on this risk.

RESOLVED that, Members note the content of the Annual Report for 2016/17 in 
Appendix 1 to the report.

10 INTERNAL AUDIT ANNUAL REPORT 2016/17

(A) Internal Audit Annual Report 2016/17

The Group Audit Manager presented a report which provided a summary of the 
outcomes of the work of Internal Audit for 2016/17 and included the Head of Internal 
Audit’s opinion on the effectiveness of the Council’s arrangements for governance, 
risk management and internal control in accordance with the requirements of the 
Public Sector Internal Audit Standards (PSIAS) 

Key points from internal audit’s annual report were:-

 The annual opinion of the head of internal audit: based on the work 
undertaken by internal audit during the year, the Group Audit Manager 
was able to provide Partial assurance over the effectiveness of the 
Council’s arrangements for governance, risk management and internal 
control.

 Overall, 27% of Risk Based Audits resulted in Reasonable or Substantial 
assurance, with 73% resulting in Partial or Limited assurance.  Where 
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school audit visits are included in the figures, the level of Reasonable 
assurance was 38%.

 The work of internal audit was considered to have provided an 
appropriate level of coverage to provide the opinion, and there have been 
no threats to internal audit’s independence in the year to which this 
opinion related.

 Actions had been agreed in respect of individual audits.  Audit work had 
also identified that there was scope for improvements in the corporate 
arrangements for operational risk management, performance 
management and development, approval and maintenance of policies, 
procedures and other guiding documents.  Implementation of these 
actions should provide the opportunity for strengthened governance 
which will feed into the audit opinion for 2017/18.

The Group Audit Manager reminded members that it was management’s 
responsibility to establish and maintain internal control systems and to ensure that 
resources were properly applied, risks appropriately managed in line with 
acceptable tolerances and that outcomes were achieved. Management was 
responsible for the system of internal control and should set in place policies, 
procedures and checks to ensure that controls were operating effectively. 

She asked members to note that in giving this opinion assurance could never be 
absolute and it was not possible to give complete assurance.  Her opinion was 
based on the work undertaken by Internal Audit during the year, including the 
outcomes of follow up work.

The Group Audit Manager was satisfied that sufficient audit work had been 
undertaken to allow her to provide an opinion, and confirmed that there had been no 
threat to Internal Audit’s independence that would impact on the provision of the 
opinion.

In this instance the Group Audit Manager’s opinion was that Partial assurance could 
be provided over the adequacy and effectiveness of the systems for governance, 
risk management and internal control.

Members asked if Internal Audit encountered any difficulties closing out audit 
reports with management   The Group Audit Manager said that there was a healthy 
level of challenge over audit findings and conclusions, but that this was welcomed 
as part of the process for ensuring all relevant information was considered and audit 
reports accurately reflected the arrangements in place.  The Group Audit Manager 
explained that Corporate Directors were asked to sign off the reports and action 
plans to ensure there was corporate level support for the audit process.  

Members asked whether any benchmarking was carried out to compare  Internal 
Audit approaches and assurance levels.  The Group Audit Manager explained that 
she does some informal benchmarking of how we compare with other authorities, 
but that the formal benchmarking tended to focus more on inputs rather than 
processes and outcomes.
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The Group Audit Manager assured Members that the risk based approach to 
internal auditing was the required approach under the Public Sector Internal Audit 
Standards and is appropriately focusing on how the Council’s management was 
assured over their systems and processes.  The Assistant Director – Finance said 
this type of audit was the most effective use of Internal Audit resources, compared 
with more traditional audit, which regularly revisited systems that had not changed 
from one year to the next.   

RESOLVED that, members note

(1) The progress in delivering the 2016/17 audit plan and the outcomes of 
completed audits set out at Appendix 1;

(2) The Head of Internal Audit’s opinion of Partial assurance over the 
adequacy and effectiveness of the council’s arrangements for 
governance, risk management and internal control for the year ended 31 
March 2017;

(3) The Head of Internal Audit’s declaration of conformance with the 
mandatory PSIAS;

(4) The Head of Internal Audit’s declaration of Internal Audit’s independence 
as required by the PSIAS:

(5) The outcomes of the Quality Assurance and Improvement Programme;

(6) Management’s commitment to implementing actions agreed in respect of 
audits undertaken in 2016/17.

(B) Management Response to Internal Audit Annual Report 2016/17

The Audit and Assurance Committee considered a report from the Corporate 
Director – Resources and Transformation which explained that the annual Internal 
Audit report was a mandatory report of the Head of Internal Audit, the purpose of 
which was to provide the Council with assurance over its arrangements for 
governance, risk management and internal control in line with the Public Sector 
Internal Audit Standards (PSIAS).  For 2016/17 the opinion of the Group Audit 
Manager was of Partial Assurance.  

This paper provided the Council’s management response to the annual Internal 
Audit Report in order to provide Members with assurance over the work already 
underway and planned to strengthen the arrangements in respect of the issues 
identified in the annual internal audit report.

The annual opinion of the Head of Internal Audit for 2016/17 was of Partial 
Assurance.  This was based on the outcomes of completed audit work during the 
year where a higher proportion of audits resulted in Partial or Limited Assurance 
than in recent years. This reflected the risk based approach to audit, in line with 
Audit Standards
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In line with agreed reporting arrangements, the annual report was presented to 
Corporate Management Team (CMT) by the Group Audit Manager for information 
and discussion of the information contained within the report. 

CMT had discussed the report in detail in particular the three cross-cutting themes 
identified in the report (operational risk management, performance management 
and maintenance of appropriate operational policies and procedures) which had 
arisen from audit reviews across services and directorates. CMT considered the 
actions already underway or needed to address the key issues arising from the work 
of internal audit.

The response was set out in Section 5 of the report and an Action Plan had been 
developed in response to the themes identified in the annual report. This was 
provided as Appendix 1 to the report and set out what management was seeking to 
achieve through a proportionate level of improvement activity which was either 
planned or has already commenced. 

Members were pleased to see the reference in the response to member 
engagement as they felt that few members understood the audit process, especially 
around risk management.

RESOLVED that, Members note the management response to the annual Internal 
Audit report.

11 ANNUAL REVIEW OF AUDIT COMMITTEE EFFECTIVENESS 2016/17

The Assistant Director – Finance (Section 151 Officer) presented a report which 
provided a review of the work of the Audit and Assurance Committee against the 
core functions of an audit committee as defined within the CIPFA Position 
Statement on Audit Committees 2013.

The Audit and Assurance Committee pursued its vigorous work programme 
throughout 2016/17, building on its activities in recent years.  The Chair and Vice 
Chair of the Committee continued in their respective roles throughout the period. 

It is established practice that this report is presented by the Chair of the Committee, 
however following changes in Committee membership, the report has been 
prepared by the Assistant Director, Finance (S151 Officer) on behalf of the Chair.

She highlighted the following for members to note:-

 The Committee in 2016/17 continued to take a keen interest in the 
arrangements for effective risk management.  

 The Committee oversaw the addition to the corporate risk register of an 
emerging risk associated with the outcome of the EU Referendum held in 
June 2016.  
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 The Committee received regular progress reports on the work of Internal 
Audit and noted that levels of assurance have reduced from previous 
years.  

 The Committee approved the internal audit charter, a key document 
required by the Public Sector Internal Audit Standards (PSIAS), which 
sets out the purpose, authority and responsibility of Internal Audit and 
ensures its independence.  

 Audit & Assurance Committee continues to receive reports and 
presentations from the Council’s senior management on areas where 
there are links with risk, governance and internal control matters.  

 The Committee continued to perform its role in overseeing the Council’s 
approach to Treasury Management, receiving papers on changes to the 
Minimum Revenue Provision Policy and the draft Treasury Management 
Strategy for 2017/18. 

 The Chair and Vice Chair received routine briefings from the Assistant 
Director (Finance) and senior managers in Finance during preparation of 
the accounts for 2015/16, and received briefings from the Assistant 
Director (Finance) and the Chief Executive during the year in relation to a 
litigation matter where the Council was the defendant.

 The Audit and Assurance Committee approved the Annual Governance 
Statement for 2016/16 and received regular progress reports on the 
action plan in relation to the significant governance issue relating to 
Children’s Services in 2016/17. 

 The Committee has responsibility for approving the annual Statement of 
Accounts, and annual training is sought from officers to assist in this 
significant responsibility.   

One of the members asked how the judgement on the effectiveness was made, and 
the Group Audit Manager explained that the Council was required to confirm within 
its Annual Governance Statement (AGS) that there were effective arrangements for 
fulfilling the role of an audit committee.  The suggested benchmark in the guidance 
for preparing the AGS was the CIPFA Position Statement for Audit Committees in 
Local Government.  The template for this report was based on the seven roles for 
Audit Committees set out within the CIPFA Position Statement.

The Chair asked the external auditors for a view on the effectiveness of the 
committee, to which the Audit Manager from Grant Thornton replied that she was 
assured that the report accurately reflects her observations on the work of the  
Committee through her attendance at its regular meetings. 

RESOLVED that, members note the report and confirm the assessment of 
conformance with the core functions of an audit committee per the 2013 CIPFA 
Guidance as set out at Appendix 1 of the report.
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12 INTERNAL AUDIT - MANDATORY EXTERNAL ASSESSMENT

Members had before them a report from the Assistant Director – Finance (Section 
151 Officer) which explained it was a requirement of the mandatory Public Sector 
Internal Audit Standards (PSIAS), that all public sector internal audit functions were 
subject to an external assessment at least once every five years.

The PSIAS were first introduced on 1 April 2013, meaning that the first external 
assessment must be completed by 31 March 2018.

The PSIAS required that Audit Committees had the opportunity to discuss the 
assessment to assure themselves of the skills, experience and independence of the 
assessor.

This paper explained the arrangements that had been put in place for the 
assessment and sought to provide assurance over the skills, experience and 
independence of the appointed assessor.

The Public Sector Internal Audit Standards (PSIAS) were introduced on 1 April 
2013, replacing the 2006 CIPFA Code of Practice for Internal Audit in Local 
Government as the relevant standards for UK public sector Internal Auditors.

It is a requirement of the PSIAS that all UK public sector Internal Audit providers are 
subject to an external assessment at least once every five years, with the first 
assessment due by 31 March 2018.

The review had been commissioned through the Chartered Institute of Internal 
Auditors (CIAA) and would take the form of a validated self-assessment using the 
CIIA’s assessment toolkit.  The assessment was planned to take place during the 
first week in October 2017, with the assessor expecting to be on site for three days 
during which he would meet with the audit team and key internal clients of Internal 
Audit, including the Chair of Audit & Assurance Committee.

The assessment would result in a final agreed report and action plan which would 
be reported to the Audit & Assurance Committee in line with the expectations of the 
PSIAS.

RESOLVED that, members note the report and the assurances given over the 
expertise and independence of the external assessor.

13 GRANT THORNTON

(A) External audit update report 2016/17

The Audit Manager from Grant Thornton presented the Audit and Assurance 
Committee with a report on progress in delivering their responsibilities as the County 
Council’s external auditors. 
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The update included the results of the cyclical review of the IT environment. This 
was the first opportunity to report the findings of the IT environment review to the 
Committee since the meeting on 20 March 2017. The Audit Plans for Cumbria 
County Council and Cumbria Local Government Pension Scheme (CLGPS) were 
presented to the 20 March 2017 Audit and Assurance Committee. The main findings 
from their work would be reported in the Audit Findings Reports for Cumbria County 
Council and CLGPS to the 25 September 2017 Audit and Assurance Committee.

RESOLVED that, the report be received and noted.

(B) Audit Fees for 2017/18

The letter from Grant Thornton which outlined the planned audit fee for 2017/18 was 
considered by the Committee.

The Audit Manager from Grant Thornton confirmed that the fees would remain the 
same for the forthcoming year.

RESOLVED  that the planned audit fee for 2017/18 be noted.

14 PORT OF WORKINGTON HARBOUR ACCOUNTS 2015/16

Members considered a report from the Assistant Director – Finance (Section 151 
Officer) which presented the Port of Workington Harbour Accounts 2015/16 to the 
Audit & Assurance Committee for review and approval.

Grant Thornton had completed their audit work on the 2015/16 Harbour Accounts 
as reported in their External audit progress and update report (Agenda Item 13).

Discussions regarding the presentation of Harbour Authority accounts had been 
ongoing nationally for several years. The issue was initially raised by the Audit 
Commission in September 2013. However as a result of limited definition by the 
Audit Commission on the form a review of harbour authority statements should take, 
and as it was outside of Code of Practice, then the audit firms, including Grant 
Thornton, required more detailed guidance. With the demise of the Audit 
Commission the guidance wasn’t forthcoming and the issue lay dormant until 
November 2016.

In November 2016 the National Audit Office (NAO) stated that audit firms should 
determine their own audit approach, however they did provide supporting 
information to assist the auditors.

The underlying legislation that contained the reporting requirements for Harbour 
Authority Accounts is the Harbours Act 1964. Section 42[1] of the Act requires 
statutory harbour undertakings (which included local authorities that are also 
harbour authorities) to prepare an annual statement of accounts relating to harbour 
activities. Section 42[3] of the Act expressly stated that this requirement was not 
satisfied by the preparation of a statement of accounts that covers matters in 
addition to harbour activities. Meaning that the inclusion of harbour activities within a 
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local authority’s annual Statement of Accounts would not satisfy section 42(1) and a 
standalone annual statement of accounts relating to harbour activities was required. 

The Port of Workington was below the £6.5m turnover Companies Act threshold. 
The Council had previously taken the view that management accounts presented to 
the Workington Harbour Board and the separate disclosure of the Port of 
Workington as a Traded Service within the Council’s main Statement of Accounts 
was sufficient to satisfy all of the above legislative requirements. Following 
discussions with Grant Thornton it was agreed that the Council would prepare a 
statement of accounts for the Port of Workington from 2015/16 onwards that 
included the following:

 Profit and Loss Account, 
 Balance Sheet
 Accounting Policies
 Notes to the Balance Sheet
 Statement of Responsibilities 

Grant Thornton would then perform a limited audit each year to provide the Council 
with assurance that the Accounts had been prepared on a reasonable basis and 
would also report, on an exception basis, any matters relating to the annual 
statement of accounts that they considered needed to be drawn to the Council’s 
attention. 

This report presents the audited Port of Workington Harbour Accounts 2015/16 
together with the Auditor’s Report, these would be reported to the Workington 
Harbour Board at the meeting of 23rd October 2017.

Members asked where funding came from for capital improvements at the port and 
the Assistant Director confirmed this was from the County Council’s Capital 
Programme. 

The Chair of the Audit Committee was concerned that she was being asked to 
approve the accounts when she had no understanding of them, or the workings of 
the Port. In response the Chair was assured the accounts related to 2015/16 where 
high level content had been included in the Council’s Audited Accounts 2015/16.  In 
addition the Auditor had completed their audit of the Accounts. No issues had been 
raised.  These concerns were noted.

RESOLVED that, members 

(1) Note the contents of this report.
(2) Note that the work carried out by Grant Thornton for the Port of 

Workington Harbour Accounts 2015/16 is now complete as per the 
External audit progress and update report

(3) Approve the Port of Workington Harbour Accounts 2015/16
(4) Authorise the Assistant Director –Finance, as the Council’s Section 151 

Officer to sign the 2015/16 audited accounts on behalf of the Council.
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15 LOCAL AUDIT ACT - APPOINTMENT OF EXTERNAL AUDITOR

The representative from Grant Thornton left the meeting at this point.

The Assistant Director – Finance (Section 151 Officer) presented a report which 
provided members of the Audit & Assurance Committee with an update on the 
progress on the appointment of the Council’s external auditor by Public Sector 
Auditor Appointments Ltd (PSAA).

Take up of PSAA’s national auditor appointment scheme had been high with 483 of 
the 492 eligible bodies opting in.

There was a statutory deadline for the appointment of external auditors to local 
authorities by 31 December 2017 in preparation for the audit of the accounts for 
2018/19.

On 14 August 2017, the Chief Executive and Assistant Director - Finance (S151 
Officer) received formal notification of the beginning of a consultation on the 
proposed appointment of Grant Thornton (UK) LLP in respect of Cumbria County 
Council.  The appointment was proposed for a period of five years starting on 1 April 
2018.

The consultation on the proposed appointment lasted from 14 August to 22 
September 2017.  If the Council was satisfied with the proposed appointment, this 
must be confirmed by email to PSAA Ltd by 5.00pm on 22 September.  

PSAA Ltd would consider any representations and respond by Monday 16 October 
2017.  If representations were accepted, Councils would be consulted on an 
alternative auditor appointment between 16-27 October 2017. If representations 
were not accepted, this would be confirmed by PSAA.

The PSAA Board would then consider all the 2018/19 appointments for approval at 
its meeting in December 2017, and would issue a confirmation letter.

RESOLVED that, members note the update on the national auditor appointment 
scheme and were supportive of the proposals for the appointment of Grant Thornton 
as the Council’s external auditor for a period of five years from 1 April 2018.

16 FORWARD PLAN  - AUDIT & ASSURANCE COMMITTEE

The representative from Grant Thornton returned to the meeting at this point.

The Forward Plan was noted with the following amendments:--

25 September 2017 – the Annual Governance Statement Action Plan Progress 
Report would become the Annual Governance Statement 2016/17 and the Action 
Plan 2017/18

367



26

17 September 2018 -  change the title of the  Annual Governance Statement Action 
Plan 2017/18 Progress Report to Annual Governance Statement 2017/18 and the 
Action Plan 2018/19

17 DATE & TIME OF NEXT MEETING

The next meeting of the Audit and Assurance Committee will be held on 25 
September 2017 at Cumbria House, Carlisle at 10.30am

The meeting ended at 3.20 pm
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     Appendix 2 QUARTER 1 – REGISTER OF CORPORATE RISKS

1

6. NON DELIVERY OF MTFP SAVINGS  -  Julie Crellin Q1 RISK RATING 16
Previous 
quarter

Current 
quarter

Target DOTThere is a risk that the Medium Term Financial Plan savings required for 2017/18 - 2019/20 are not delivered caused 
by uncertainty as to the scale of savings, insufficiently robust savings plans being drawn up and slippage in delivery of in 
year savings proposals in 2017/18 in particular, resulting in significant budget overspends, unsustainable drawing on 
reserves, and severe emergency savings measures needing to be taken. 16 16 10 

Causal 
Factors

Progress Headlines – Quarter 1 activity to mitigate risk Planned Quarter 2 activity to mitigate risk

Uncertainty 
as to the 
scale of 
savings 
required.  

Review Government announcements since the February 
Council; utilising industry intelligence i.e. SCT Network etc.

Update the Medium Term Financial Plan (MTFP) assumptions 
and potential budget pressures for the next period; 2018 to 
2022. 

Briefing Cabinet Members in July on expected budget gap for the 
next period of the MTFP.

Continue to review Government Announcements utilising industry 
intelligence i.e. SCT Network etc and update MTFP assumptions.

Undertake sensitivity analysis; inflation assumptions, economic 
forecasts, Council Tax and Business Rates actuals, etc. to 
determine the extent of the budget gap in future years.

Insufficiently 
robust 
savings plans 
being drawn 
up and 
delivered as 
planned.

Transformation Programme Board in place in Health, Care & 
Community Services to monitor and support the delivery of the 
2017/18 MTFP savings. 

Directorate Budget monitoring processes in place and 
reporting to CMT and Corporate Directors meeting monthly.

Reserves draw down as planned as agreed in Budget (MRP 
etc).

Prepare Q1 budget monitoring forecast to be reported to 
Cabinet at its meeting in September, including the reporting on 
the delivery of 2017/18 savings included in the 2017/18 
Budget. 

Report of Q1 budget monitoring forecast to September Cabinet 
meeting. Mitigating actions developed to address Q1 forecast of 
£2.990m net pressure at the year end.

Review of corporately managed items; inflation allocations and 
Treasury management assumptions to assist delivery of the Budget 
in year.

Continue to monitor budget and 2017/18 MTFP savings to feed into 
Q2 report to December Cabinet meeting.

Preparation of Budget Options for next MTFP by Directorate 
Management Teams in readiness for November report to Cabinet 
and Budget Proposal to Council in February 2017.
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AUDIT AND ASSURANCE COMMITTEE

Meeting date: 25 September 2017

From: Corporate Director – Resources and 
Transformation

ANNUAL GOVERNANCE STATEMENT 2016/17 AND ACTION 
PLAN 2017/18

1.0 EXECUTIVE SUMMARY

1.1 This report presents the final draft Annual Governance Statement 
(Appendix 1) following review by the Council’s external auditor, Grant 
Thornton.  Significant governance issues are highlighted in the Annual 
Governance Statement and actions to tackle these are set out in a draft 
Action Plan appended to the Annual Governance Statement.

1.2 The final Annual Governance Statement must be published with the 
Statement of Accounts by no later than 30 September 2017.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The corporate governance framework comprises the systems and 
processes, and culture and values, by which the Council is directed 
and controlled and through which we account to, engage with and 
where appropriate, lead the community.  It sets the framework by which 
the Council is managed and operates.  The Annual Governance 
Statement is a key document providing an assessment of the 
governance arrangements operating in the financial year and 
identifying governance issues for action in the future.  

2.2 There are no specific equalities issues arising in relation to publication 
of the Annual Governance Statement.

3.0 RECOMMENDATION

3.1 Members are asked to approve the final Annual Governance Statement 
of Cumbria County Council for 2016/207.

3.2 Members are asked to recommend that the final Annual Governance 
Statement 2016/2017 is signed by the Leader of the Council and the 
Chief Executive prior to publication.  
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4.0 BACKGROUND

4.1 Custom and practice at Cumbria County Council is that the draft Annual 
Governance Statement and Action plan is ordinarily presented to the Audit 
and Assurance Committee prior to publication (in draft form) in June.  
However, due to there being no meeting of the Committee in June 2017, the 
draft Annual Governance Statement and Action Plan were published this 
year without input from the Committee.  This report is therefore the first 
occasion that the Committee has had the opportunity to consider the Annual 
Governance Statement and Action Plan.

4.2 The Council’s governance arrangements include oversight of the 
effectiveness of its arrangements by the officer led Corporate Governance 
Group, Corporate Management Team and the Audit and Assurance 
Committee.  Annually a detailed review is carried out of the Council’s 
arrangements drawing on a range of information.

4.3 The Council’s annual review of its corporate governance arrangements is 
ordinarily undertaken against its Local Code of Governance which should 
align to the CIPFA / SOLACE Delivering Good Governance in Local 
Government: Framework.  A revised Framework was issued in 2016 whilst 
the Council’s Local Code of Governance 2014 – 2017 had been developed 
against the earlier 2007 Framework.  This year’s review of the Council’s 
governance arrangements was therefore undertaken against the 
requirements of the 2016 Framework taking elements of the Council’s Local 
Code where these remain relevant.

4.4 The review of the effectiveness of corporate governance in 2016/17 
comprised the following:

 A review of corporate arrangements and their effectiveness carried out 
by a core group of corporate governance lead officers in early 2017 
with input from other Council officers.  Evidence was gathered using a 
template which set out the required standards by reference to the Local 
Code of Corporate Governance and the CIPFA/SOLACE Delivering 
Good Governance in Local Government: Framework (2016).

 A review of internal control comprising an assessment by each 
Assistant Director of their service areas against the required 
standards, carried out in early 2017. Evidence was gathered using a 
template sent to each Assistant Director.  A summary of governance 
issues in each directorate, drawn from the individual service reviews 
has been agreed by each Corporate Director.

 A review of the annual report of the Group Audit Manager (Head of 
Internal Audit) and internal audit reports to identify any significant 
governance issues or emerging themes arising from the work of 
Internal Audit. 
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 An assessment of the Audit and Assurance Committee arrangements 
against the core functions of Audit Committees set out within the 2013 
CIPFA Guidance for Audit Committees in Local Authorities and the 
Police.  

 A review of the Council’s arrangements against the CIPFA Statements 
on  the Role of the Chief Financial Officer and the Role of the Head of 
Internal  Audit. The review confirms that the Council’s arrangements 
conform to the CIPFA Statements on the Role of the Chief Financial 
Officer and Head of Audit. 

 A review of implementation of the 2016/17 Annual Governance Action  
Plan to confirm that the significant governance issues identified have 
been  addressed, to clarify any remaining issues and propose actions 
to address  the issue in 2017/18.. 

 Consideration of reports from external inspections. The main area of 
external review and scrutiny in 2016/17 has been Children’s Services. 

 Review by the Pensions Committee of the Cumbria Local Government 
Pension Scheme Fund Policy Statements, which are kept under review 
and updated when required throughout the year (e.g. following changes 
in regulations) and reviewed annually. In addition the effectiveness of 
the Cumbria LGPS arrangements is reported in the Cumbria LGPS 
Annual Report to provide assurance to members when approving the 
Accounts. The Committee is supported by an additional level of support 
and oversight provided by the Local Pensions Board.  

 The Council’s arrangements with its controlled company, Cumbria 
County Holdings Limited, and its subsidiaries, are kept under review by 
the Council. Articles of Association of Cumbria Waste Management Ltd 
were revised and agreed by Cabinet in October 2016, which is a is a 
subsidiary of Cumbria County Holdings Limited.

Significant Corporate Governance Issues

4.5 The Council recognises that some issues are of more corporate significance 
than others and, in the main, issues will properly be addressed by the 
relevant Assistant Directors through their Service Plans.  However, 
significant corporate governance issues require appropriate action plans and 
are therefore reported within the Corporate Governance Action Plan at a 
corporate level (i.e. through the Corporate Management Team and Elected 
Members).

4.6 In March 2015, the Corporate Governance Group adopted the following 
definition and criteria to help the Council identify significant governance 
issues:-

 It has significantly prejudiced or prevented achievement of a principal 
objective;
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 It has resulted in the need to seek additional funding to allow it to be 
resolved;

 It has required a significant diversion of resources;
 It has had a material impact on the accounts;
 It has been identified by the Audit and Assurance Committee as 

significant;
 It has resulted in significant public interest or has seriously damaged 

reputation;
 It has resulted in formal actions being taken by the Section 151 Officer 

or Monitoring Officer;
 It has received significant adverse commentary in external or internal 

inspection reports that has not been able to be addressed in a timely 
manner.

4.7 The review of corporate governance 2016/17 has identified two significant 
governance issues, which relate to Children’s Services and the Amey 
Litigation.  The Action Plan for 2017/18 (in parts A and B) attached to the 
Annual Governance Statement for 2016/17 sets out the proposed work to be 
undertaken to manage these issues.  

4.8 Appendix 1a refers to the Children’s Services matter and progress in the last 
quarter.

4.9 Appendix 1b refers to the significant governance issue relating to Amey and 
is the Lessons Learned Action Plan agreed by the Audit and Assurance 
Committee on 12th September 2017. It was agreed then that progress would 
be reported quarterly to the Committee as part of the reporting of progress 
on the AGS Action Plan. The first update will be to the January meeting of 
Audit and Assurance Committee. 

4.10 The external auditor considered the draft Annual Governance Statement 
2016/17, published in June 2017 and provided feedback.  The observations 
of the external auditor were all accepted by the Council and changes have 
been made to the final draft being presented to Committee today.  The 
external auditor has confirmed agreement to the draft Annual Governance 
Statement and Action Plan 2016/17 at Appendix 1 (A and B).

4.11 Before reporting to Audit and Assurance Committee, the external auditor’s 
feedback on the Annual Governance Statement was considered by the 
Corporate Management Team.  The Corporate Management Team 
recommends the final draft Annual Governance Statement for 2016/17 and 
Action Plan for 2017/18 to the Audit and Assurance Committee.

5.0 OPTIONS

5.1 The Council is required to publish an Annual Governance Statement for 
2016/17 with its annual Statement of Accounts by the end of September 
2017.

374



5.2 The Committee can approve the Annual Governance Statement and Action 
Plan in the format attached at Appendix 1 or can request amendments to the 
document.   

6.0 CONCLUSION

6.1 This Audit and Assurance Committee is invited to review and approve the 
draft Annual Governance Statement and Action Plan so that it can be 
published with the Statement of Accounts in September 2017.

Dawn Roberts 
Corporate Director – Resources and Transformation
14 September 2017

APPENDICES

Appendix 1 – Annual Governance Statement 
Appendix 2 – Annual Governance Statement Action Plan 2017-18

IMPLICATIONS

Staffing: *
Financial: *
Property: *
Electoral Division(s): *

*  Please remove whichever option is not applicable

Executive Decision No

Key Decision No

If a Key Decision, is the proposal published in the current Forward Plan? N/A

Is the decision exempt from call-in on grounds of urgency? No

N/AIf exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS
[including Local Committees]

No previous relevant decisions

CONSIDERATION BY OVERVIEW AND SCRUTINY

Not considered by Overview and Scrutiny
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BACKGROUND PAPERS

No background papers

Contact: Iolanda Puzio – Senior Manager Legal and Democratic Services and 
Monitoring Officer.
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CUMBRIA COUNTY COUNCIL
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1. THE COUNCIL’S RESPONSIBILITIES

Cumbria County Council is responsible for ensuring that its business is conducted in 
accordance with the law and proper standards; that public money is properly 
accounted for, and is used economically, efficiently and effectively. The Council also 
has a duty under the Local Government Act 1999 to make arrangements to secure 
continuous improvement in the way its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, the Council is responsible for putting in 
place proper arrangements for the governance of its affairs and facilitating the 
effective exercise of its functions, including arrangements for the management of risk 
and for dealing with issues which arise. 

The Council is required to review its corporate governance arrangements annually 
against its Local Code of Governance which should align to the CIPFA / SOLACE 
Delivering Good Governance Framework.  A revised Framework was issued in 2016 
whilst the Council’s Local Code of Governance 2014 – 2017 had been developed 
against the earlier 2007 Framework.  This review of the Council’s governance 
arrangements is therefore undertaken against the requirements of the 2016 
Framework taking elements of the Council’s Local Code where these remain 
relevant.

The Council’s annual review of the effectiveness of its corporate governance for 
2016/2017 provides assurance on the governance arrangements in place, the 
progress made against the previous significant governance issue and includes an 
action plan to address significant governance issues identified through the review.

2. THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The Council’s Governance Framework comprises all the systems, processes values 
and culture by which the Council directs and controls its activities and through which 
it accounts to, engages with, and leads the community. It enables  
the Council to monitor the achievement of its strategic objectives, manage risk and 
address issues that have a significant impact on the Council’s finances, reputation  
or the achievement of its objectives. 

The governance framework, described in Section 3 below, has been in place at 
Cumbria County Council for the year ended 31 March 2017 and up to the date of 
approval of the Council’s Annual Report and Statement of Accounts.

3. THE GOVERNANCE FRAMEWORK

The key elements of the structures and processes that comprise an authority’s 
governance arrangements are summarised in the Delivering Good Governance 
Framework.  The Council’s arrangements for governance are set out under the 
headings identified within the Framework:
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Defining standards of behaviour for members and staff and developing and 
communicating policies dealing with whistleblowing and conflicts of interest.
Standards of behaviour are set out within the Constitution in the following Codes and 
Procedures:

 Members’ Code of Conduct and Guidance
 Officers’ Code of Conduct
 Member / Officer Protocol
 Code of Good Practice for Members and Officers involved in the Planning 

process
In addition, the Council has an agreed set of Behaviours that all officers and 
Members are expected to adhere to.  These are presented to all ICT users when 
logging on to a Council computer.  They are also embedded in the Council’s 
appraisal process.
Also within the Constitution is the Council’s Whistleblowing policy which has been 
subject to regular review.  It has been identified that a review of the wider 
Whistleblowing arrangements would further enhance governance in this area.  A 
review is planned for 2017/18 to be overseen by the Corporate Governance Group.
All relevant policies are held on the Council’s Intranet site – InTouch.  The 
arrangements could be strengthened by communication of the policies and inclusion 
of these within the current programme of Governance training.

Ensuring compliance with relevant laws and regulations, internal policies and 
procedures, and that expenditure is lawful.

All reports to Members are subject to review by the Council’s Legal Services and 
Finance teams to ensure that decisions are taken within the law and that expenditure 
is lawful.
Arrangements are in place to ensure compliance with internal policies such as 
Information Governance and a process for reporting Data Breaches has been 
agreed by the Corporate Governance Group.

Documenting a commitment to openness and acting in the public interest.
The Council has an agreed constitution which sets out how the council works, how 
decisions are made and the procedures that are followed to ensure efficiency, 
transparency and accountability to the people of Cumbria.
Codes of Conduct are in place which incorporate the Nolan Principles for Standards 
in Public Life, which all staff and elected Members are expected to adhere to.
All Council business is conducted in public unless legislation deems it appropriate for 
matters to be considered in private.

Establishing clear channels of communication with all sections of the community and 
other stakeholders, ensuring accountability and encouraging open consultation.
The Council recognises the contribution to strong corporate governance of effective 
community engagement and uses a variety of ways to engage with the public and all 
stakeholders.  Publication of a Forward Plan and of all minutes and agendas of 
Council, Cabinet and Committees ensures that people know what decisions the 
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Council is planning to take, and the decisions taken. Cumbria Health Scrutiny 
Committee, which is made up of 7 county councillors and a representative from each 
of the 6 district councils, is active in scrutinising health services in Cumbria, 
gathering evidence from a range of sources to assure the committee and challenge 
performance and delivery. The Council also includes co-optees on its Children and 
Young People’s Scrutiny Advisory Board. The Council continues to provide support 
to the Police and Crime Panel, which meets quarterly to scrutinise and support the 
work of the Police and Crime Commissioner. The Council recognises the positive 
impact of a positively engaged workforce on delivering quality services and has in 
place strengthened  arrangements for consultation with employees.

Developing and communicating a vision which specifies intended outcomes for 
citizens and service users and is used as a basis for planning.
The Council’s vision is set out in its Council Plan (2016-2019), adopted by full 
Council in February 2016.  The Plan sets out objectives focused on outcomes for the 
community. The Council has in place arrangements to ensure delivery of its aims 
and objectives and that services are delivered economically efficiently and effectively 
through the Council Plan Delivery Plan which is agreed annually by Cabinet, and 
through Service Plans. The Council has established effective arrangements to 
manage performance and the corporate risks facing the Council which are overseen 
by the Audit and Assurance Committee. 

Translating the vision into courses of action for the authority, its partnerships and 
collaborations.
The council does not deliver its services in isolation and relies on third parties and 
partnerships to deliver outcomes for the people of Cumbria.  The sustainable 
community strategy for Cumbria 2008-2028 is part of the Council’s Policy Framework 
– meaning that all decisions made by the Council take the Community Strategy 
vision into consideration. This provides a framework for all partnership activity the 
Council is involved in – and the Council has tools in place to support consistency in 
approach across all partnership.

Reviewing the effectiveness of the decision-making framework, including delegation 
arrangements, decision-making in partnerships, information provided to decision 
makers and robustness of data quality.
The constitution sets out the limits of responsibilities delegated to the Chief 
Executive who is the Head of Paid Service, and to all corporate directors, both 
collectively and individually.  These officers are then permitted to make further 
delegations as appropriate.  It should be noted that a current review of schemes of 
delegations is underway and is expected to be concluded in the next few months.
There is a review underway of Partnership Governance to ensure that key 
Partnerships the Council is involved in have effective governance, decision making 
and risk management arrangements.
The Council has affirmed its commitment to ensuring effective Data Quality through 
a Data Quality Policy, last revised in January 2016.  The policy sets out the 
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characteristics of good quality data, the roles and responsibilities for ensuring data 
quality and includes a self-assurance framework for managers. 

Measuring the performance of services and related projects and ensuring that they 
are  delivered in accordance with defined outcomes and that they represent the best 
use of  resources and value for money. 

A performance and risk management framework is in place to ensure that we 
continuously monitor the delivery of our services and manage our risks effectively.  
The arrangements include; reports to the council’s Corporate Management Team 
and Cabinet, monthly performance reporting and meetings, programme board 
reports and meetings, reports to service and directorate management team meetings 
and scrutiny reports and meetings.

Defining and documenting the roles and responsibilities of members and 
management, with clear protocols for effective communication in respect of the 
authority and  partnership arrangements.

Roles and responsibilities of Members and Officers are set out clearly within the 
constitution. In particular, there is a Member / Officer Protocol to ensure appropriate 
conduct and clarity of roles and responsibilities.

Ensuring that financial management arrangements conform with the governance  
requirements of the CIPFA Statement on the Role of the Chief Financial Officer in 
Local Government (2015).

The council is statutorily required to appoint a Chief Financial Officer.  The Assistant 
Director, Finance is the appointed Chief Financial Officer (Section 151 Officer) with 
responsibility for the proper administration of the council’s finances.  Each year, we 
carry out a review of our financial arrangements against the CIPFA Statement on the 
Role of the Chief Financial Officer to confirm that we comply with the requirements.

Ensuring effective arrangements are in place for the discharge of the Monitoring 
Officer  function.

The Council’s Monitoring Officer is responsible for ensuring the lawfulness of 
decision making.  The responsibilities of this post are codified within the constitution.  
The Monitoring Officer ensures that the council acts within legal and statutory 
requirements.  This is achieved through the provision of frontline legal advice to 
council services on a daily basis, the active participation of the Monitoring Officer 
within the Corporate Management Team and the active participation of Legal 
Services in the preparation and consideration of Legal Services in the preparation 
and consideration of legal implications arising from reports for decisions.  Lawyers 
who advise on reports for decision making are trained in public law.

Ensuring effective arrangements are in place for the discharge of the head of paid 
service  function

The Chief Executive is the Council’s Head of Paid Service. 
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Providing induction and identifying the development needs of members and senior  
officers in relation to their strategic roles, supported by appropriate training.

All new officers and members are required to complete an induction which includes 
reference to the appropriate codes of conduct and corporate behaviours required by 
local government employees and councillors.
Arrangements are underway for the induction of new Members following the county 
Council election in May 2017.

Reviewing the effectiveness of the framework for identifying and managing risks and 
for performance and demonstrating clear accountability.

There is a performance and risk framework in place to ensure that we continuously 
monitor the delivery of our services and manage our risks effectively.  The 
arrangements include; reports to the council’s Corporate Management Team and 
Cabinet, monthly performance reporting and meetings, programme board reports 
and meetings, reports to service and directorate management team meetings and 
scrutiny reports and meetings.

Ensuring effective counter fraud and anti-corruption arrangements are developed 
and maintained in accordance with the Code of Practice on Managing the Risk of 
Fraud and Corruption (CIPFA, 2014).

There is an approved Counter-Fraud, Bribery and Corruption Policy in place within 
the constitution.  Where allegations of wrongdoing have been received, these have 
been investigated under the policy with investigations led by service management 
and input from HR and Internal Audit colleagues as appropriate.  
Risk assessments have been done and training provided for staff in areas 
considered to be at risk of attempted fraud.
A review against the CIPFA Code of Practice on Managing the Risk of Fraud has 
been carried out and has identified the need for further developments in the 
Council’s counter-fraud arrangements.  These are currently being developed into an 
action plan for implementation during 2017/18.

Ensuring an effective scrutiny function is in place.
Decisions are subject to scrutiny through both the call-in mechanism and via planned 
reviews identified within annual work plans.  A scrutiny toolkit has been produced 
and circulated to all non-executive councillors.  Scrutiny has a standing item to 
monitor performance at all of the Board meetings.

Ensuring that assurance arrangements conform with the governance requirements of 
the  CIPFA Statement on the Role of the Head of Internal Audit (2010) and, where 
they do not,  explain why and how they deliver the same impact.
The Council has a Group Audit Manager who is the Head of Internal Audit.  We 
review our Internal Audit arrangements against the CIPFA Statement annually to 
ensure continued compliance with the requirements. 
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Undertaking the core functions of an audit committee, as identified in Audit 
Committees:  Practical Guidance for Local Authorities and Police (CIPFA, 2013). 
The Council has an Audit & Assurance Committee whose Terms of Reference were 
updated during 2014/15 to align with the CIPFA Guidance.  An annual review of the 
Effectiveness of the Audit & Assurance Committee is undertaken and the outcomes 
reported to full Council within the minutes of the Audit & Assurance Committee.

Ensuring that the authority provides timely support, information and responses to 
external auditors and properly considers audit findings and recommendations.
The Council has an effective working relationship with its External Auditor and is 
regularly commended on the speed and quality of its responses to requests for 
information during the annual audit of the financial statements.

Incorporating good governance arrangements in respect of partnerships and other 
joint working and ensuring that they are reflected across the authority’s overall 
governance structures.

The Council works with a number of public, private and third sector organisations to 
deliver services.  To help those officers involved with partnership working, a 
Partnership Toolkit is available together with a self-assessment for officers 
supporting council involvement in partnerships.

A review of the arrangements for ensuring good partnership governance is currently 
underway and a revised toolkit is expected to be available during 2017/18.

 
4. THE ANNUAL REVIEW OF EFFECTIVENESS

The Council has responsibility for conducting, at least annually, a review of the 
effectiveness of its governance framework including the system of internal control.  
The review of effectiveness is informed by the work of the senior managers within 
governance framework, the Group Audit Manager (Head of Internal Audit)’s report 
and also by comments made by the external auditors and other review agencies and 
inspectorates.  The review of governance for 2016/17 gathered evidence of the 
arrangements in place and their effectiveness against the 2016 Delivering Good 
Governance Framework.

The effectiveness of the governance framework has been evaluated as follows:

 A review of corporate arrangements and their effectiveness carried out by 
relevant managers in early 2017. Evidence was gathered using a template  
which set out the required standards. The assessment of arrangements has  
been reviewed to capture any emerging significant governance issues. 

 A review of internal control comprising an assessment by each Assistant 
Director of their service areas against the required standards, carried out in  
early 2017. Evidence was gathered using a template sent to each Assistant 
Director. A summary of governance issues in each directorate, drawn from the 
individual service reviews has been signed off by each Corporate Director. A 
review of the overall opinion of the Group Audit Manager as set out in the 
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annual internal audit report, to identify any significant governance issues or 
emerging themes arising from the work of Internal Audit for consideration in  
the Annual Governance Statement. The opinion of the Group Audit Manager 
for 2016/17 was of Partial Assurance.  The annual Internal Audit report 
identified three themes arising from internal audit’s work; operational risk 
management, performance management and the establishment and 
maintenance of operational policies and procedures.  A comprehensive 
management response to the audit report has been prepared along with an 
action plan for improvement.  It is not considered that these issues or any 
others within the annual internal audit report are significant governance issues 
in accordance with the definition adopted by the Council.  Assurance will 
continue to be provided to Audit & Assurance committee on the 
implementation of actions for improvement throughout 2017/18. 

 An assessment of the Audit and Assurance Committee arrangements against 
the core functions of Audit Committees set out within the 2013 CIPFA 
Guidance for Audit Committees in Local Authorities and the Police.  The 
review confirms that the committee fulfils the core purpose of an audit 
committee as set out in the Guidance.

 A review of the Council’s arrangements against the CIPFA Statements on  the 
Role of the Chief Financial Officer and the Role of the Head of Internal  Audit. 
The review confirms that the Council’s arrangements conform to the CIPFA 
Statements on the Role of the Chief Financial Officer and Head of Audit. 

 A review of implementation of the 2016/17 Annual Governance Action  Plan to 
confirm that the significant governance issues identified have been  
addressed, to clarify any remaining issues and propose actions to address  
the issue in 2017/18.. 

 Consideration of reports from external inspections. The main area of external 
review and scrutiny in 2016/17 has been Children’s Services where 
governance remains a significant issue for the Council at the time of preparing 
the Annual Governance Statement. 

 Review by the Pensions Committee of the Cumbria Local Government 
Pension Scheme Fund Policy Statements, which are kept under review and 
updated when required throughout the year (e.g. following changes in 
regulations) and reviewed annually. In addition the effectiveness of the 
Cumbria LGPS arrangements is reported in the Cumbria LGPS Annual Report 
to provide assurance to members when approving the Accounts. The 
Committee is supported by an additional level of support and oversight 
provided by the Local Pensions Board.  No significant governance issues 
have been identified in 2016/17.

 The Council’s arrangements with its controlled company, Cumbria County 
Holdings Limited, and its subsidiaries, are kept under review by the Council. 
Articles of Association of Cumbria Waste Management Ltd were revised and 
agreed by Cabinet in October 2016, which is a is a subsidiary of Cumbria 
County Holdings Limited.
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Review of Actions Taken in Respect of 2015/16 Significant Governance 
Issues 

The 2015/16 Annual Governance Statement included one significant governance 
issue:

The Council has been judged “inadequate” following an inspection of 
its Children’s Services by Ofsted in March 2015. The inspection report 
finds that this is due to leaders and managers having been unable to 
demonstrate sufficient understanding of failures in services for looked 
after children and have been ineffective in prioritising challenging and 
making improvements in relation to looked after children services. This 
has caused too many children to experience unacceptable drift in 
decision making and delay in progress of their plans, poor practice to 
remain unchallenged, too many children’s needs unmet and plans not 
progressed in the child’s timescale.

The Council has a refreshed Improvement Plan in place to address the actions 
identified in the Ofsted Report and it is reflective of further improvement 
requirements identified since the inspection. External validation of the progress  
against the current and previous plans has been provided by Ofsted and the 
Department for Education.  

At the end of Quarter 4; March 2016 the local authority had received twelve 
monthly visits from Ofsted and two quarterly monitoring visits. It had received 
monthly visits from the DfE Advisor who had also chaired the Children’s 
Improvement Board. The Council also undertook external reviews of the 
Corporate Parenting Board and a Local Government Association Practice 
Diagnostic.

All the above have confirmed that the Council is making progress in line with the 
Improvement Plan and against the Ofsted actions. The actions have also 
supported the identification of further improvement objectives aimed at moving 
the Council’s Children’s Services out of an ‘Inadequate’ judgement and 
eventually into ‘Good’. 

Although these have all provided a level of reassurance that Services are 
improving the full extent of that improvement will only be known once a full re-
inspection has taken place. This could be at any time within the next twelve 
months, although it is anticipated that it will most likely be in the Autumn of 2017.

It is therefore considered that the issue remains on the Annual Governance 
Statement Action Plan for 2017/18.
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5. ASSURANCE AND SIGNIFICANT GOVERNANCE ISSUES 

A governance issue arises when something has gone wrong which will affect the 
achievement of the Council’s objectives.  There is a need to respond and often 
recover from an issue and in financial terms, responding and recovering may add 
significant cost to the organisation or its processes.  An issue nay arise 
unexpectedly or may result from a poorly managed risk.

Whilst determining the significance of an issue will always contain an element of 
judgement, an issue likely to be significant if one or more of the following criteria 
applies:

 It has significantly prejudiced or prevented achievement of a principal 
objective;

 It has resulted in the need to seek additional funding to allow it to be resolved;
 It has required a significant diversion of resources;
 It has had a material impact on the accounts;
 It has been identified by the Audit and Assurance Committee as significant;
 It has resulted in significant public interest or has seriously damaged 

reputation;
 It has resulted in formal actions being taken by the Section 151 Officer or 

Monitoring Officer;
 It has received significant adverse commentary in external or internal 

inspection reports that has not been able to be addressed in a timely manner.

The above definition and criteria were adopted by the Corporate Governance 
Group in March 2015.  These criteria have been applied to help the Council 
recognise its significant governance issues in 2017.

On the basis of the review of the sources of assurance set out in this statement, 
we are satisfied that Cumbria County Council has in place adequate governance 
arrangements which are generally considered fit for purpose in accordance with 
the governance framework.  

The Council has identified the following significant governance issues that will 
require action in 2017:

 Children’s Services Ofsted Inspection Outcomes

 Amey vs Cumbria County Council litigation

The Action Plan to address the significant governance issues is set out at 
Appendix 1A and 1B.
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We propose over the coming year to take steps to address the above matters to 
further enhance our governance arrangements.  We are satisfied that these steps 
will address the need for improvements that were identified in our review of 
effectiveness.  We will monitor their implementation and operation over the year 
and at our next annual review.

Signed by the Leader of the Council and the Chief Executive

…………………………………………………….

Councillor Stewart Young, Leader of the Council

…………………………………………………….

Katherine Fairclough, Chief Executive

Dated: ……………………………………………
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Appendix 1A
Annual Governance Statement Action Plan 2017-18

Governance Issue - Children’s Services Leadership and Governance

Description: There is an issue that the Council has been judged “inadequate” following an inspection of its Children’s Services by Ofsted in 
March 2015. The inspection report finds that this is due to leaders and managers having been unable to demonstrate sufficient understanding of 
failures in services for looked after children and have been ineffective in prioritising challenging and making improvements in relation to looked 
after children services. This has caused too many children to experience unacceptable drift in decision making and delay in progress of their 
plans, poor practice to remain unchallenged, too many children’s needs unmet and plans not progressed in the child’s timescale.
Overall prospect of achieving sufficient progress with the governance issue in full by 31st March 2018: it is anticipated that the issue will 
be concluded in the year 2017/2018.

Specific measurable actions to address the governance issue in the year 1 April 2017 to 31 March 2018.

Lead Manager: Corporate Director of Children’s Services

Agreed Action Progress update to June 2017 Further Action Required
1.Revise the Children’s 
Improvement Plan to reflect 
the outputs from the latest 
quarterly Ofsted report, the 
LGA Practice Diagnostic, the 
DfE review and the review of 
the Corporate Parenting 
Board, and deliver in line 
with actions and timescales.

The Improvement Plan was signed off by the Children’s 
Improvement Board in March 2017. 

The performance targets included in the Plan will be reviewed 
and updated  following the inspection of Children’s Services by 
Ofsted, which is expected to take place in Autumn 2017, and the 
publication of national performance data for children’s services 
by the DfE expected to be published around September 2017.
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Agreed Action Progress update to June 2017 Further Action Required
2. Continue to work with 
external support from DfE, 
Ofsted and North West 
Association of Directors of 
Children’s Services 
(NWADCS) in preparation for 
re-inspection.

The directorate continues to positively participate with these 
external organisations in the support and challenge that assists 
with the improvement journey.  

Senior leaders link and attend regular meetings with colleagues 
at the NWADCS.  

In June 2017, the DfE undertook a review of Children’s Services 
against the actions contained in the Direction Notice.  The 
conclusion was positive and acknowledged the progress that is 
being made.  

Staff across the directorate has engaged with OFSTED 
throughout their cycle of monitoring visits and actions from the 
feedback are tracked via the internal Children’s Improvement 
Meeting.

3. Monitor the performance 
of the service against the 
Performance Management 
and Quality Framework that 
has been agreed and 
embedded into the Service.  

Performance is monitored on a daily, weekly and monthly basis 
at various levels by staff.  Team Managers monitor performance 
on a daily basis, producing daily listings.  There is a weekly 
performance scorecard produced and this is monitored with 
senior managers at a weekly meeting.  Monthly audits are also 
reported along with performance indicators at the end of each 
month at the Directorate Management Team meeting, chaired by 
the Corporate Director for Children and Families Services.
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Appendix 1B

Annual Governance Statement Action Plan 2017-18

Governance Issue – Outcome of Litigation against the Council by Amey

Description: The Council has been involved in a contractual dispute launched by Amey, its Highways contractor from 2005 – 2012.  The litigation 
culminated in November 2016 when the High Court Judgment was handed down.  The Judge found that both parties had some grounds for 
consideration, with ‘wins’ and ‘losses’ being applied to both parties, but overall found in favour of Amey.
The Council has undertaken a Lessons Learned review to ensure that appropriate lessons are identified and actions implemented to ensure no 
similar issue arises in future.
Overall prospect of achieving sufficient progress with the governance issue in full by 31st March 2018: it is anticipated that the issue will 
be concluded in the year 2017/2018.

Specific measurable actions to address the governance issue in the year 1 April 2017 to 31 March 2018.
It is proposed that the actions are monitored through regular monitoring and reporting of the Lessons Learned Action Plan.

Lead Manager: as identified in the Lessons Learned action plan, all actions are assigned to a named Corporate Director to oversee the 
implementation.
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Strategic Outcome 1:

Contracts are clear and robust, with effective and proportionate contract, performance and risk management arrangements in 
place

ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

All CD’s By 31st October 
2017

1(i) All ‘Significant Contracts’ (Defined 
by risk, value and impact), to be 
identified, and contract management 
arrangements reviewed. 

Officer time

AD’s/ Lead 
Managers

By 31st January 
2017

1(ii) Implementation of single 
electronic system across the Council 
to capture all ‘Significant Contract’ 
management information relating to 
each contract, providing greater 
visibility of KPIs; start, end and 
extension dates, including contacts 
and supporting documentation such 
as risk logs and variation agreements.

Purchase of 
software 
(resource 
previously 
identified)

All CD’s Commence 31st 
January 2018 
(for Q3)

1(ii) All contracts regularly reviewed 
by Directorates through DMTs, 
resulting in quarterly exception reports 
and action plans, escalated to CMT.

Officer time

AD Finance First report 
prepared by 31st 
May 2018

1 (iv) Annual summary of issues 
raised and assessment of agreed 
actions to support Assurance 
Framework, reported to CMT

Officer time

1 For existing significant 
contracts, ensure that 
contract management 
arrangements are robust, 
operating effectively and 
kept under regular review.

R1, R5, R7

AD Finance with 
AD Resources 
and 
Transformation 

From 31st 
October to 31st 
March 2018

1 (v) Risk Mgt assessment 
undertaken (with external challenge 
from Zurich Municipal) of a limited 
number of the Council’s significant 
contracts.  Zurich Municipal 
methodology to be applied and rolled 
out by directorates

Officer time and 
capacity from 
Zurich, using 
support 
provided 
through existing 
insurance 
arrangements.
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Strategic Outcome 1:

Contracts are clear and robust, with effective and proportionate contract, performance and risk management arrangements in 
place

ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

CD Resources 
and 
Transformation 

By 31st October 
2017

2(i) Process established to ensure 
contract ‘sign-off’ on all contract 
documents prior to formally procuring 
such, by relevant Assistant Director 
for commissioning.

Officer time2 The Council must ensure 
there is appropriate senior 
oversight and approval of 
all new contracts prior to 
formally procuring such, in 
order to ensure that the 
scope of each contract is 
fit for purpose ie 
contractual terms and 
conditions, and 
specification (including 
KPI requirements)

R1

AD’s Prior to 
commissioning 
of each 
significant 
contract

2(ii) Dedicated resources to be 
identified for the commissioning of 
contracts ie commissioning 
operational, legal, financial and 
procurement, which may also include 
external specialist inputs at key 
stages in relation to complex and/or 
strategic/ high value contracts

Officer time 
(and external 
resources 
where 
appropriate)

All CD’s By 31st January 
2018

3(i) Contract review by Directors, as 
identified in  action 1 above, to include 
assessment of capacity and capability

Officer time

All CD’s By 31st March 
2018

3(ii) Corporate  Training programme 
refreshed to incorporate lessons 
learned from Amey

Officer time

3 Corporate Directors to 
ensure there is 
appropriate contract 
management capacity, 
capability and challenge to 
support both contract 
development and on-going 
contract management 
activities.

Where 3rd party oversees 
a Council contract, CMT to 
ensure roles and 
responsibilities are clear

R2a, R2b

All CD’s Commencing 1st 
November 2017 
to 31st March 
2018

3(iii) Two-day corporate Contract 
Management workshops programme 
to be delivered to a target group of 
approximately 60 staff who undertake 
contract management on behalf of the 
organisation.

Delivered 
through existing 
Learning and 
Development 
Budget
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Strategic Outcome 1:

Contracts are clear and robust, with effective and proportionate contract, performance and risk management arrangements in 
place

ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

AD’s By 31st January 
2018

4(i) As per Actions 1 and 2 above, 
quarterly reviews of existing contracts 
to include assurance regarding KPI’s, 
risk and data quality arrangements 
(underperformance to be escalated to 
DMT, and then if appropriate, to CMT)  

Officer timePerformance and risk 
management 
arrangements are 
reviewed in relation to 
existing significant 
contracts. 
Review to include 
assurance that KPIs, risks 
and data quality 
arrangements are robust, 
effectively managed and 
reported in a timely 
manner to identify, 
challenge and resolve any 
underperformance or 
issues of concern 
promptly.

R3a, R3b, R3c, 
R3d, R3e, R4, R5

AD’s By 31st March 
2018

4(ii) Delivery of risk management 
training, targeted at commissioning, 
procurement and contract management 
staff

Delivered 
through 
existing 
Learning and 
Development 
Budget

4

The opportunity to utilise 
the capacity and 
resources of its’ non-
executive members to be 
explored

R3a, R3b, R3c, 
R3d, R3e, R4, R5

AD 
Transformation

By 31st March 
2018

4(iii) Deliver programme of risk 
management training to Members

Use of 
capacity from 
Zurich for 
Member 
Training 

Member and 
Officer time
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Strategic Outcome 2:

Strong governance arrangements are in place for services delivered by external contract.
ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

From 31st 
January 2018

5(i) Escalation through DMT to CMT 
process in place. Member involvement 
to follow as appropriate.

Officer time5 Engagement 
arrangements are 
improved so that the views 
of staff, members and 
partners at all levels are 
invited, in respect of 
contract delivery, promptly 
considered and responded 
to.

R5, R6 Chief Executive

By 1st April 2018 5(ii) Development of a ‘Speak Up 
Policy’ to supplement the 
whistleblowing procedure, aimed at 
encouraging staff and partners to raise 
issues of concern with senior managers 
in the Council in a safe environment

Officer time

6(i) The Monitoring Officer is currently 
undertaking a review of the Council’s 
Governance arrangements.  The review 
will include a review of the Contract 
Procedure Rules and will take into 
account the recommendations of the 
Lessons Learned Report.

Officer and 
Member time

6 The governance 
arrangements for 
commissioning, 
procurement and contract 
management activity are 
reviewed and 
communicated to 
appropriate officers and 
Members to ensure 
decisions are taken by the 
correct people at the 
correct time

R2b, R10 Monitoring Officer By 31st March 
2018

6(ii) The review will form the basis of 
proposals to the Constitution Review 
Group to consider changes that it may 
want to recommend to full Council.  

Officer and 
Member time
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Strategic Outcome 2:

Strong governance arrangements are in place for services delivered by external contract.
ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

Ongoing 7(i) Follow up arrangements with
regard to internal audit reports in place 
with an agreed action plan to respond 
to common themes raised in the annual 
audit report.

Officer time

Ongoing 7(ii) In circumstances where follow up 
audits identify continuing issues, 
reporting to A&A Committee will be 
undertaken by ADs.

Officer and 
Member Time

7 Managers respond 
promptly to 
recommendations from 
internal and external Audit 
reports, peer reviews and 
lessons identified from 
project de-briefs

R8a, R8b, R8c, 
R16

All CD’s

From 1st 
October 2017

7(iii) Action Plans in respect of Audit 
reports, peer reviews and major 
projects reported to DMTs, and 
escalation of significant findings to CMT 
to take place.

Officer time

8 Arrangements are in place 
to record key and other 
significant decisions, 
which clearly document 
the risks identified, advice 
received and the reasons 
for the decisions

R9 Monitoring Officer 30th September 
2017

8(i) Guidance and pro formas to be 
developed describing the risks 
identified, legal and financial advice 
received and reason for decision.

Decisions log in place

Officer time
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Strategic Outcome 3:

The Council understands and effectively manages the risks, benefits and implications that disputes or litigation may present.
ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

9 Risks, benefits, costs and 
potential consequences of 
decisions that may lead to 
disputes or litigation are 
fully considered and 
documented

R11, R13, R14 All CD’s As required 9(i) Report produced as part of 
escalation report to CMT in respect of 
formal contract disputes, (Advice from 
external advisers, as necessary).

Officer time 
and potential 
for additional 
resources 
required 
depending on 
need for 
specialist 
input

10 Where contract risks 
emerge which cannot be 
mitigated, or disputes arise 
which require formal 
escalation, clear, effective 
and timely arrangements 
are in place to ensure the 
best outcome for the 
Council, and approach to 
settlement is determined.

R12, R13 Chief Executive As required 10(i) Agreed action plan with Lead 
Members, which sets out Council’s 
approach (including resources), to 
contract dispute.

As litigation progresses the action plan 
is revised to reflect opportunities to 
settle.

Officer and 
Member time

11 If a contract dispute is 
formally escalated, 
effective capacity must be 
in place to respond to the 
dispute, or/and 
subsequent litigation 
process.

R15, R16, R17, 
R18, R19

Chief Executive As required 11(i) Council team established, and 
responsibilities and reporting 
arrangements to CMT and Cabinet in 
place.

Officer time 
and potential 
for additional 
resources 
required 
depending on 
need for 
specialist 
input.
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Strategic Outcome 4:

The Council has effective communications and stakeholder relationships in place when contracts escalate towards formal 
dispute.

ACTIONS 

CMT to ensure

With reference to 
Recommendation

Lead Officer Target Date Key Deliverables Resources

As required 12(i) Communications Plan agreed with 
Key Members.

Officer and 
Member time

12 Communication and 
stakeholder engagement 
requirements are in place 
if contractual issues are 
escalated into formal 
dispute (if not resolved)

R20 Chief Executive 

As required 12(ii) Regular briefings of key 
stakeholders agreed, including External 
Auditor

Officer and 
Stakeholder 
time
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AUDIT AND ASSURANCE COMMITTEE

Meeting date: 25 September 2017

From: Assistant Director – Finance (S151 Officer) 

AUDIT 2016/17 - OVERVIEW

1.0 EXECUTIVE SUMMARY

1.1 The Unaudited Accounts for the Council and the separate Cumbria 
Local Government Pension Scheme (Cumbria LGPS) 2016/17 were 
published on 30th June 2017, having been authorised by the Assistant 
Director – Finance (s151 Officer) in line with the Accounts and Audit 
Regulations 2015.

1.2 Grant Thornton have now completed their audit work and will present 
their Audit Findings Reports to this meeting (Agenda Items 11 and 12). 

Key Messages

1.3 The key messages of the Audit Findings Reports are that Grant 
Thornton intend to issue an unqualified audit opinion on both the 
County Council and the Cumbria LGPS sets of 2016/17 Accounts. 
There are no recommendations in the Audit Findings Reports in 
relation to the financial statements.

1.4 Grant Thornton also intends to issue an “except for” Value for Money 
conclusion for Cumbria County Council in respect of securing 
economy, efficiency and effectiveness in the use of resources. The 
“except for” conclusion is in relation to the ongoing impact of the 
“inadequate” Children’s Services Ofsted inspection published in May 
2015 and the outcome of the contractual dispute and the Council’s 
“lessons learned” review. With the exception of the matters reported 
above the Auditors are satisfied that in all significant respect the 
Council put in proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources. 

1.5 The Amey contractual dispute “lessons learned” review was 
considered by the Audit and Assurance Committee at the meeting on 
12th September and the Action Plan was agreed.

1.6 The Audit Findings Report for the Council’s Accounts concludes that 
again the Council has achieved a high quality of the financial reporting, 
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with working papers being to a high standard. Grant Thornton 
positively commented on the effective response time to their audit 
queries. Overall, the very small number and the nature of the 
adjustments reflect the continuing improvement and substantial 
progress the Council has made in strengthening the accounts 
compilation process over recent years. 

1.7 The Council’s draft primary statements required two adjustments 
which had no impact on the reported net financial position. There were 
also a few minor amendments required to the disclosure notes. 

1.8 While the aim is to provide a completely “clean” set of accounts, it 
would be exceptional for any Council not to have some amendments to 
their unaudited accounts given the scale of the exercise (resulting in a 
249 page document) and the complex and technical requirements for 
completion. 

1.9 The Audit Findings Report highlights the continuing high standards 
that are being achieved in the quality of the Statement of Accounts. 
The production of the Statement of Accounts is an annual exercise and 
is the final piece of the jigsaw in relation to the financial management 
cycle for the Council. By its nature it is a very technical exercise but at 
its core it relies on the significant level of work that is carried out 
during the year across Finance and the wider organisation in managing 
and monitoring the Council’s financial position.  To maintain these 
high standards when the timetable for closure of accounts is becoming 
tightened for 2017/18 to the 31st May (unaudited) and 31st July 
(audited) whilst resources are being reduced across the Council and in 
finance will be challenging.  

1.10 The Audit Findings Report for Cumbria LGPS confirms that the 
accounts contained no material errors to the primary statements and 
no unadjusted or adjusted misstatements. There were two 
classification adjustments made to the disclosure notes, one additional 
disclosure note and a few minor amendments made to enhance the 
notes. None of these amendments had an impact on the primary 
financial statements of the Cumbria LGPS. Again, the Audit Findings 
Report for Cumbria Local Government Pension Scheme highlights the 
high standards that are being achieved in respect of working papers 
and responses to audit queries.

1.11 This report presents the Council’s response to the Audit Findings 
Report and includes the following for both sets of accounts: 

Letters of Representation providing 
assurance to Grant Thornton

Agenda item 10a – Cumbria County 
Council 
Agenda item 10b – Cumbria LGPS

The Statements of Accounts (as 
amended for the audit findings)

Agenda item 10c –– Note: Cumbria 
LGPS from page 181 to 249

The Statements of Accounts Port of 
Workington Harbour Accounts 
2016/17

Agenda Item 10d

400



1.12 The Audit and Assurance Committee is required to approve the audited 
set of accounts for the Council (Agenda Item 10c) and Port of 
Workington (Agenda Item 10d) at this meeting in accordance with the 
Accounts and Audit Regulations 2015, and the Council’s Constitution.

1.13 The Committee is also asked to consider the Letters of Representation 
(Agenda Item 10a and Agenda Item 10b), which provide Grant Thornton 
with assurance on the financial statements and governance 
arrangements upon which they will base their audit opinion. The 
Regulations require the letters to be signed by the Assistant Director – 
Finance, as the s151 Officer, on behalf of the Council.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The delivery of action plans in response to the findings of audit 
reviews is essential to ensure the improvement in internal control 
systems and to ensure that the Council’s resources are properly 
applied, risks are appropriately managed and Council Plan outcomes 
are achieved.

3.0 RECOMMENDATION

3.1 Members are asked to:

a) Note the contents of this report.

b) Consider the matters set out by Grant Thornton in the Audit 
Findings Report in relation to Cumbria County Council (Agenda 
Item 11). In particular, to note: 

I. The Key issues arising from the audit (Page 6)

II. Audit Findings (Page 9)

c) Consider the matters set out by Grant Thornton in the Audit 
Findings Report – Cumbria Local Government Pension Scheme 
Audit 2016/17 (Agenda Item 12). In particular, to note: 

I. The Key Audit and Financial Reporting  Issues (Page 5)

II. Audit Findings (Page 7)

d) Approve management’s decision not to adjust for the items raised 
in the unadjusted misstatements section of the CCC Audit Findings 
Report (page 22). 

e) Agree the Letters of Representation on behalf of the Council in 
respect of the two sets of accounts to enable Grant Thornton to 
issue audit opinions on the accounts and authorise the Assistant 
Director –Finance, as the Council’s Section 151 (Local Government 
Act 1972) Officer to sign the letters. (Agenda items 10a and 10b).
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f) Approve the Cumbria County Council Accounts 2016/17 which 
incorporates the Cumbria Local Government Pension Scheme 
Accounts on behalf of the Council. (Agenda item 10c).

g) Approve the Port of Workington Harbour Accounts 2016/17 on 
behalf of the Council. (Agenda item 10d). 

h) Authorise the Assistant Director –Finance, as the Council’s Section 
151 (Local Government Act 1972) Officer to sign the three sets of 
accounts on behalf of the Council.  (Agenda Items 10c and 10d).

i) Agree the completed Action Plan to the Audit Findings Report for 
the Council (Agenda item 11 page 40.) 

4.0 BACKGROUND

4.1 The Unaudited Accounts for the County Council and the Cumbria Local 
Government Pension Scheme (Cumbria LGPS) were published on 30th 
June 2017, having been authorised by the Assistant Director – Finance in 
line with the Accounts and Audit Regulations 2015. The previous Chair and 
Vice-Chair of the Committee have been briefed throughout the accounts 
closure process. 

4.2 Grant Thornton has now completed their audit work and at this meeting will 
present the Audit Findings Reports for 2016/17 in respect of the three sets of 
accounts. This covering report summarises Grant Thornton’s findings. It 
does not add commentary or further explanation to their reports, but 
summarises key messages and provides some context. 

4.3 The Audit and Assurance Committee received a private briefing and training 
session on the Accounts of the Council, Cumbria LGPS and Port of 
Workington on 6th September 2017.

Statement of Accounts – Cumbria County Council

4.4 In summary, the Audit Findings Report (contained at Agenda Item 11 on 
today’s Agenda) comments that “The Council has again achieved a high 
quality standard of financial reporting for 2016/17 in terms of compliance with 
the CIPFA Code of Practice.”

4.5 The production of the Statement of Accounts is an annual exercise and is 
the final piece of the jigsaw in relation to the financial management cycle for 
the Council. By its nature it is a very technical exercise but at its core it relies 
on the significant level of work that is carried out during the year across 
Finance and the wider organisation in managing and monitoring the 
Council’s financial position.    

4.6 The unaudited accounts contained four misstatements in the primary 
statements, two of which were material and have been adjusted in the final 
audited accounts and two which were non material and have not been 
adjusted. There was no overall impact on the reported net financial position. 
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In addition there were only a few minor changes required to disclosure 
notes. 

4.7 The two adjusted misstatements, which are classification only in nature, are:

 Reclassification of £14.729 million Port of Workington assets was 
adjusted within Property, Plant and Equipment (PPE) to reclassify 
from infrastructure to land and buildings (£11.527m) and surplus 
assets £3.202m. The assets had been classified as infrastructure 
since 2009/10. The reclassification has no impact upon the net 
financial position, or to the total of the PPE balance; and

 A prior period adjustment was identified to the 31st March 2016 
Balance Sheet to move £15 million classified as Cash and Cash 
Equivalent (90 days or less notice) into Short Term Investments (more 
than 90 days notice) for a 100 days notice bank account which was 
incorrectly classified. The 31st March 2017 classification is correct.

4.8 The audit also identified two further non material issues where management 
have chosen not to adjust the financial statements, they are therefore 
reported as unadjusted misstatements. The two unadjusted misstatements 
are:  

 £0.9 million overstatement on a school valued at £12.040m (previous 
valuation £10.445m). This is due to an error in a manual calculation 
by the Valuer in the valuation. There are quality assurance processes 
in place in both Property and Finance departments. In Property a 
random sample of valuations are checked during the year and in 
Finance both the percentage and value change since the previous 
valuations are calculated to identify any outliers. In this case neither 
the actual nor the percentage increase were outside of the expected 
range. There were no other errors in the sample selected by the 
Auditor; and

 the Capital Grants and Contributions Unapplied Account (CGUA) 
includes £1.638m of revenue contributions to capital projects which 
should be designated as an earmarked reserve. The items within this 
balance are not capital grants or capital external contribution, they are 
earmarked elements of revenue contributions. 

4.9 The Committee is asked to approve management’s decision not to adjust for 
the items raised in the unadjusted misstatements section of the Audit 
Findings Report (page 22) and detailed in paragraph 4.8 above as they are 
not material to the results of the Council and the financial position of the 
Council at the year-end. The Capital Grants and Contribution Unapplied 
Account amendment is also due to a difference in interpretation of the Code 
requirements between the Auditor and the Council. 

4.10 The detailed Auditor’s findings on the financial statements are set out on 
pages 9 to 23 of the Audit Findings Report. 
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4.11 The key messages of the Council’s Accounts 2016/17 are set out in the 
Narrative Statement to the Statement of Accounts (Agenda Item 10c, pages 
1-20). 

4.12 In respect of Usable Reserves the Council agreed a target of £14m for the 
General Fund Balance when setting the 2016/17 Budget in February 2016. 
For 2017/18 Council agreed a target of £10m when setting the 2017/18 
budget in February 2017.  The General Fund Balance as at 31st March 2017 
is £9.417m a decrease of £4.883m from 31st March 2016. This decrease is 
made up of a planned drawdown of £4.300m and the net outturn for the year 
of £0.583m. 

4.13 There is a net decrease in Earmarked Revenue Reserves of £20.367m, 
which includes a £4.566m net decrease in directorate reserves. These 
reserves facilitate the carry forward of budget across financial years for 
various commitments into 2017/18 to enable the continuation of agreed 
schemes and activities. The Earmarked reserves balance includes the net 
underspending on Local Committee budgets.

4.14 There was a £7.594m net decrease in school and DSG reserves that are 
ring-fenced for future spending on schools and £10.283m utilisation of the 
Modernisation Reserve to fund voluntary redundancies as part of the 
Council’s overall re-shaping programme. There was a drawdown of £2.201m 
from the Revenue Reserves for Capital Purposes to contribute to the 
financing of the capital programme.

4.15 Overall the Council, as at 31st March 2017 has a negative Balance Sheet 
position with Total Net Liabilities of £187.197m. Members will remember that 
the Council previously had a negative Balance Sheet position as at 31st 
March 2015. The negative Balance Sheet is predominantly as a result of the 
increased Pension Liability from £570m in 2015/16 to £837m in 2016/17, an 
increase of £267m. The pension liability is volatile and is impacted by 
changes in the financial assumptions used in the actuarial valuation of the 
liability as at the Balance Sheet date. The liability is calculated at a point in 
time (i.e. 31st March) using IAS 19 accounting requirements and is 
significantly impacted by Corporate bond yields. 

4.16 The Total Reserves of (£187.197m) is made up of £86.069m of usable (cash 
backed) reserves offset by the negative unusable reserves position 
(£273.266m) which are not cash backed. 

4.17 The Unusable reserves position includes the negative Pensions Reserve 
which reflects the Pensions Liability position. The Council is in effect having 
to record all of its pension liability as at 31st March 2016 as if it was all due 
to be repaid on that day, equivalent to having an individual’s total mortgage 
liability (repayment and interest) reported as all due on the same day. As 
with most people’s mortgages the Council has an agreed period (19 years) 
to reduce the pensions liability as required by Statute. The Council, along 
with all other employers, are paying additional employer contributions 
annually to meet the shortfall as required by the CLGPS actuarial valuation 
of the Fund carried out as at 31st March 2013. 
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4.18 Grant Thornton’s report contains no recommendations relating to the 
financial statements (Agenda item 11 page 40). 

Statement of Accounts – Cumbria Local Government Pension Scheme

4.19 The Council’s Accounts contain the Statement of Accounts of the Cumbria 
Local Government Pension Scheme (Cumbria LGPS). The separate Audit 
Findings Report (AFR) (Agenda Item 12) summarises the findings from 
Grant Thornton’s review of the draft Cumbria LGPS Accounts for 2016/17. 

4.20 The AFR for the Cumbria LGPS finds that the Accounts for 2016/17 
contained no errors affecting the primary statements. 

4.21 Two classification adjustments were made to the disclosure notes, neither of 
which impacted on the primary financial statements. These adjustments 
were:

 £10.413m of quoted pooled assets were reclassified from level 2 
investments (assets whose values are based on their quoted prices in 
inactive markets) to level 1 investments (assets whose value can be 
determined on an active market). The 2015/16 comparator of 
£8.803m was also amended from level 2 to level 1 for consistency, 
and to reflect the level 1 classification from the audited 2015/16 
financial statements.

 Purchases of Level 3 investments (assets whose valuation is not 
solely based on current market data) during the year for 
private/unquoted equity were overstated by £3.720m, and the 
unrealised gains understated by £3.720m. This was due to an error in 
the allocation of management expenses within the note. Additionally, 
the realised and unrealised movements on investment property were 
transposed incorrectly. The amended financial statements record the 
£7.845m unrealised gain and the £1.021m realised loss in the correct 
lines. Pension Fund officers highlighted both of these amendments to 
the audit team at the start of the audit.

4.22 An additional disclosure was added to note the accounting policy for 
contingent assets and three other amendments were made to various notes 
to enhance the readability of existing disclosures. 

4.23 A comprehensive report on the performance of the Cumbria Local 
Government Pension Scheme in 2016/17 will be provided in the Annual 
Report which is to be published by December 2017 and will be available on 
the Council’s website before this. Key headlines from the Cumbria LGPS 
accounts are as follows:- 

 Net assets increased over year by £376.517m to £2,423.326m.

 The Fund outperformed its own benchmark over 1 year (by 1.6%), 3 
year (by 2.0% pa), 5 year (by 1.6% pa) and 10 year (by 0.6% pa) 
timeframes. The 10 year performance of the Fund is an average 
return of 7.4% per annum. 
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 The funding level estimate is 94% (2016 91%) at 31st March 2017.

4.24 The Auditor’s report contains no recommendations (Agenda item 12 page 5).

Value for Money

4.25 The Audit Findings Report – Cumbria County Council sets out audit findings 
in relation to the Value for Money assessment (pages 24 to 31). 

4.26 Grant Thornton carried out an initial risk assessment in January 2017 and 
communicated the significant risks they identified to the Committee on 20th 
March 2017. The audit review focused on four areas accordingly :-

 Ofsted inspection of children’s services

 Health and social care integration

 Medium Term Financial Planning (MTFP) including service 
transformation and 

 Contract management and monitoring

4.27 The significant qualitative aspects in respect of the four areas are set out in 
the Audit Findings Report together with detailed findings and conclusions in 
respect of these four areas. 

4.28 Grant Thornton intend to issue an “except for” conclusion stating that with 
the exception of the matters reported on children looked after and the 
outcome of the contractual dispute and the Council’s “lessons learned” 
review, they are satisfied that in all significant respects, Cumbria County 
Council put in place proper arrangements to secure value for money through 
economic, efficient and effective use of its resources for the year ended 31st 
March 2017.  The Auditor’s findings provide narrative to the improvement 
journey in respect to Children Looked After is set out in report. The 
background to this conclusion has been explained to the Committee in 
previous sessions by the Auditor and in the absence of re-inspection, is 
consistent with last year.  The Council’s Annual Governance Statement for 
2016/17 and Action Plan 2017/18 recognises the improvement required with 
respect to Looked After Children and also the Action Plan in response to the 
Amey Lessons Learned report. 

4.29 The Audit Findings Report sets out the consideration by the External Auditor 
in reaching his conclusion. 
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4.30 There is one recommendation in respect of the value for money conclusion. 
The Lessons Learned Action Plan was agreed at the meeting of the Audit 
and Assurance Committee on 12th September. The comprehensive Amey 
Lessons Learned report and management response was considered in 
depth by the Committee at the meeting.

Recommendation CCC Response By Whom and When 

Implement the contract 
management “lessons 
learned” report actions 
and regularly update the 
Audit and Assurance 
Committee with progress.

Agreed. The lessons learned 
Action Plan now forms part of 
the Annual Governance 
Statement Action Plan 
2017/18. The delivery of the 
actions will be reported to the 
Audit and Assurance 
Committee on a quarterly 
basis.

May 2018

Katherine 
Fairclough Chief 
Executive

Letter of Representation

4.31 Before issuing the opinion upon the Council’s Accounts, in accordance with 
auditing standards, the Auditor is required to ask the Council for its written 
representations about the Council’s financial statements and governance 
arrangements. The Audit and Assurance Committee is asked to confirm on 
behalf of the Council that the letter has been discussed and agreed, and 
authorise the Assistant Director – Finance (s151 Officer) to sign the letter on 
behalf of the Council. To fulfil the International Auditing Standards two 
signatures will be required on the Letters of Representation, these will be the 
Assistant Director – Finance (s151 Officer) and Chief Executive. The draft 
letters of Representation in respect of the two sets of Accounts are attached 
as Agenda items 10a and 10b. If any amendments are required then these 
will be presented on the day. 

4.32 Full copies of the updated audited Statement of Accounts 2016/17 are 
attached to this report (Agenda item 10c) and a hard copy will be made 
available for Members attending the Committee.  A Briefing on the Accounts 
was provided to the Audit and Assurance Committee in private session on 
6th September.  The draft, unaudited Accounts were published on the 
Council’s website in June. The Audited Accounts 2016/17 will also be 
published on the website by the 30th September, upon receipt of the signed 
Auditor’s opinion. 

Statement of Accounts – Port of Workington Harbour Accounts 2016/17

4.33 The underlying legislation that contains the reporting requirements for 
Harbour Authority Accounts is the Harbours Act 1964. Section 42[1] of the 
Act requires statutory harbour undertakings (which includes local authorities 
that are also harbour authorities) to prepare an annual statement of 
accounts relating to harbour activities. Section 42[3] of the Act expressly 
states that this requirement is not satisfied by the preparation of a statement 
of accounts that covers matters in addition to harbour activities. Meaning that 
the inclusion of harbour activities within a local authority’s annual Statement 
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of Accounts will not satisfy section 42(1) and a standalone annual statement 
of accounts relating to harbour activities is required. 

4.34 The Harbours Act 1964 requires an annual statement of accounts but it 
doesn’t specify a format; that is covered by the Companies Act 2006.  The 
Companies Act accounting requirements depend on whether a body can be 
classified as small or not. Harbour authorities below the Companies Act 
turnover threshold of £6.5m are free to determine their own reasonable basis 
of financial reporting to comply with the requirement of the Harbours Act 
1964 to prepare an annual statement of accounts relating to harbour 
activities. 

4.35 The Port of Workington is below the £6.5m turnover Companies Act 
threshold. The Council had previously taken the view that management 
accounts presented to the Workington Harbour Board and the separate 
disclosure of the Port of Workington as a Traded Service within the Council’s 
main Statement of Accounts was sufficient to satisfy all of the above 
legislative requirements. Following discussions with Grant Thornton it was 
agreed that the Council would prepare a statement of accounts for the Port 
of Workington from 2015/16 onwards that included the following:

 Profit and Loss Account, 
 Balance Sheet
 Accounting Policies
 Notes to the Balance Sheet
 Statement of Responsibilities 

4.36 Grant Thornton have then performed a limited audit each year to provide the 
Council with assurance that the Accounts have been prepared on a 
reasonable basis and will also report, on an exception basis, any matters 
relating to the annual statement of accounts that they consider need to be 
drawn to the Council’s attention.

4.37 This report presents the audited Port of Workington Harbour Accounts 
2016/17 (Agenda item 10d). These will be reported to the Workington 
Harbour Board at the meeting of 23rd October 2017.

4.38 Finally, in order to meet the requirements of the Harbour Act 1964 a copy of 
the Port of Workington Harbour Accounts together with the Auditor’s report 
will be sent to the Department for Transport (DfT) each year. Subject to 
Members’ consideration today returns will be despatched to DfT. 

2016/17 Statement of Accounts

4.39 The Port of Workington financial performance is included as part of the 
Economy & Highways monthly budget monitoring to Directorate 
Management Team and the quarterly budget monitoring report to Cabinet. A 
more detailed financial report is presented to the Workington Harbour Board 
on a quarterly basis. 

4.40 For 2016/17 the Port of Workington had a net income budget of (£0.202m), 
this was revised during the year to (£0.103m). The outturn for the year was a 
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breakeven position giving an overspend of £0.103m against the (£0.103m) 
net income budget. 

4.41 In 2016/17 there was a decrease of £0.307m in operating income from the 
previous year whilst expenditure had decreased by £0.355m leading to a 
movement of £0.048m from the trading loss of £0.048m reported in the 
previous year to the break even position in 2016/17. There were additional 
costs incurred in 2016/17 following the December 2015 floods, however 
these were covered by insurance. 

4.42 For statutory accounting purposes a number of technical accounting 
adjustments are added to the actual outturn, such as IAS19 Pension costs 
revaluation of land and buildings and depreciation. For 2016/17 these 
technical adjustments totalled £0.712m. When these are added to the break 
even trading position it gives a loss for the year of £0.712m, as reported in 
the Profit and Loss Account in Item 10d and note 7 (page 77) of the 
Council’s 2016/17 Statement of Accounts (Agenda Item 10c).  

4.43 The Balance Sheet reports Total Assets of £25.029m consisting mainly of 
the Property, Plant and Equipment (£25.028m).  

4.44 In respect of the Audit of the Harbour Accounts there are no issues to draw 
to Members attention. 

Debt Management

4.45 The Council’s Constitution requires the annual position in respect to debt 
recovery to be reported to the Audit and Assurance Committee as part of the 
year end reporting routines. The report highlights any significant debts 
(>£10,000) that have been written off for accounts purposes. 

4.46 In respect of Adult Social Care debt the opening balance as at 1st April 2016 
was £14.0m, and the closing balance as at 31st March 2017 was £14.6m 
(Note 29 Nature and Extent of Risks Arising from Financial Instruments – 
credit risk section - of the Statement of Accounts contains further details). 

4.47 The Council’s total non-Adult Social Care debt at the start of the year was 
£4.2m and ended the year at £5.6m. These debts are part of the balances 
shown in Note 28 Short Term Debtors and Prepayments of the Statement of 
Accounts.

4.48 A total of £0.076m (2015/16 £0.854m) debt was written off during the year. 
There were no individual debts over £10,000 this year, in 2015/16 there was 
a total of £0.123m of debt where the value of the debt exceeded £10,000. 

4.49 The Council introduced its Fair Debt Policy during 2015/16 as part of its 
commitment to a transparent and supportive approach to customers owing 
money, and to maximise the Council’s cash collection process.  

Julie Crellin
Assistant Director – Finance (s151 Officer)
18th September 2017
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APPENDICES

None

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS
[including Local Committees]

No previous relevant decisions.

CONSIDERATION BY OVERVIEW AND SCRUTINY

Not considered by Overview and Scrutiny

BACKGROUND PAPERS
No background papers.

Contact: Pam Duke – Senior Manager – Accountancy and Financial Planning 
(01228 226263, pam.duke@cumbria.gov.uk)

Contact: Fiona Miller – Senior Manager – Pensions and Financial Services 
(01228 226280, fiona.miller@cumbria.gov.uk)

Contact: Fiona Parker –Group Finance Manager – Corporate Accounting 
(01228 226307, fiona.parker@cumbria.gov.uk)

Contact: Pete George – Group Finance Manager – Pensions, Investments & 
Insurance (01228 226311, peter.george@cumbria.gov.uk)
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Cumbria County Council  

 

Serving the people of Cumbria
cumbria.gov.uk

Finance, Resources & Transformation Directorate  Cumbria House
117 Botchergate CARLISLE Cumbria  CA1 1RZ Tel 01228 226587
Email: julie.crellin@cumbria.gov.uk

Mr Gareth Kelly 
Director 
Grant Thornton UK LLP
Queen Street
Glasgow
G1 3BX

25th September 2017

            
Dear Gareth

Cumbria County Council 
Group Financial Statements for the year ended 31st March 2017 

This representation letter is provided in connection with the audit of the group 
financial statements of Cumbria County Council and its subsidiary undertakings as 
shown in Appendix 1 to this letter for the year ended 31st March 2017 for the 
purpose of expressing an opinion as to whether the group and parent Council 
financial statements give a true and fair view in accordance with International 
Financial Reporting Standards and the CIPFA/LASAAC Code of Practice on Local 
Authority Accounting in the United Kingdom 2016/17 and applicable law.

We confirm that to the best of our knowledge and belief having made such inquiries 
as we considered necessary for the purpose of appropriately informing ourselves:

Group Financial Statements
i We have fulfilled our responsibilities for the preparation of the group and parent 

Council financial statements in accordance with proper practices as set out in 
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the 
United Kingdom 2016/17 ("the Code") which give a true and fair view in 
accordance therewith.

ii We have complied with the requirements of all statutory directions affecting the 
group and parent Council and these matters have been appropriately reflected 
and disclosed in the group and parent Council financial statements.

iii The Council has complied with all aspects of contractual agreements that could 
have a material effect on the group and parent Council financial statements in 
the event of non-compliance. There has been no non-compliance with 
requirements of regulatory authorities that could have a material effect on the 
group and parent Council financial statements in the event of non-compliance.
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iv We acknowledge our responsibility for the design, implementation and 
maintenance of internal control to prevent and detect fraud.

v Significant assumptions used by us in making accounting estimates, including 
those measured at fair value, are reasonable.

vi We are satisfied that the material judgements used in the preparation of the 
group and parent Council financial statements are soundly based, in accordance 
with the Code, and adequately disclosed in the financial statements. There are 
no other material judgements that need to be disclosed.

vii Except as disclosed in the financial statements:

a. there are no unrecorded liabilities, actual or contingent
b. none of the assets of the group or parent Council has been assigned, pledged or 

mortgaged
c. there are no material prior year charges or credits, nor exceptional or non-

recurring items requiring separate disclosure.

viii We confirm that we are satisfied that the actuarial assumptions underlying the 
valuation of pension scheme assets and  liabilities for IAS19 Employee Benefits 
disclosures are consistent with our knowledge.  We confirm that all settlements 
and curtailments have been identified and properly accounted for.  We also 
confirm that all significant post employment benefits have been identified and 
properly accounted for.

ix Related party relationships and transactions have been appropriately accounted 
for and disclosed in accordance with the requirements of the Code.

x All events subsequent to the date of the group and parent Council financial 
statements and for which the Code requires adjustment or disclosure have been 
adjusted or disclosed in note 41 of the Statement of Accounts.  

xi Actual or possible litigation and claims have been accounted for and disclosed in 
accordance with the requirements of the Code.

xii We have considered the adjusted misstatements schedule (page 21) included in 
your Audit Findings Report.  The group and parent Council financial statements 
have been amended for these misstatements and are free of material 
misstatements, including omissions. 

xiii We have considered the unadjusted misstatements schedule (page 22) included 
in your Audit Findings Report and set out on the following page. We have not 
adjusted the group and parent Council financial statements for this misstatement 
brought to our attention, as they are only of a classification nature and are not 
material to the results of the group and parent Council and the financial position 
of the group and parent Council at the year-end. 
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• £0.9 million overstatement on a school valued at £12.040m (previous 
valuation £10.445m). This is due to an error in a manual calculation by the 
Valuer in the valuation. There are quality assurance processes in place in 
both Property and Finance departments. In Property a random sample of 
valuations are checked during the year and in Finance both the 
percentage and value change since the previous valuations are calculated 
to identify any outliers. In this case neither the actual nor the percentage 
increase were outside of the expected range. There were no other errors 
in the sample selected by the Auditor; and

• Capital Grants and Contributions Unapplied Account (CGUA) includes 
£1.631m of revenue contributions to capital projects which should be 
designated as an earmarked reserve. The items within this balance are 
not capital grants or capital external contribution, they are earmarked 
elements of a directorate budget.

The group and parent Council financial statements are free of material 
misstatements, including omissions.

xiv Where schools have private funds which are within the control of the school they 
are not material to the group and parent Council financial statements. 

xv We have no plans or intentions that may materially alter the carrying value or 
classification of assets and liabilities reflected in the group and parent Council 
financial statements.

xvi We believe that the group and parent Council financial statements should be 
prepared on a going concern basis on the grounds that current and future 
sources of funding or support will be more than adequate for the Council’s 
needs. We believe that no further disclosures relating to the group or Council’s 
ability to continue as a going concern need to be made in the financial 
statements.

xvii The 2015/16 comparative figures on the Comprehensive Income and 
Expenditure Statement, Balance Sheet and Cash Flow Statement have been 
restated for the following: 

 to reflect the Council’s new directorate structure which came into effect on 
1st April 2016 and the changes in the Code requirements;

 reclassification of £15m from Cash and Cash Equivalents to Short Term 
Investments.
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Information Provided
xviii We have provided you with:

a. access to all information of which we are aware that is relevant to the 
preparation of the group and parent Council financial statements such as 
records, documentation and other matters;

b. additional information that you have requested from us for the purpose of your 
audit; 

c. unrestricted access to persons within the group and parent Council from 
whom you determined it necessary to obtain audit evidence.

xix We have communicated to you all deficiencies in internal control of which 
management is aware.

xx All transactions have been recorded in the accounting records and are reflected 
in the group and parent Council financial statements.

xxi We have disclosed to you the results of our assessment of the risk that the 
group and parent Council financial statements may be materially misstated as a 
result of fraud.

xxii We have disclosed to you all our knowledge of fraud or suspected fraud 
affecting the group and parent Council involving:

a. management;
b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the group and 

parent Council financial statements.
xxiii We have disclosed to you all our knowledge of any allegations of fraud, or 

suspected fraud, affecting the group and parent Council’s financial statements 
communicated by employees, former employees, regulators or others.

xxiv We have disclosed to you all known instances of non-compliance or suspected 
non-compliance with laws and regulations whose effects should be considered 
when preparing group and parent Council financial statements.

xxv We have disclosed to you the identity of all the group and parent Council's 
related parties and all the related party relationships and transactions of which 
we are aware.

xxvi We have disclosed to you all known actual or possible litigation and claims 
whose effects should be considered when preparing the group and parent 
Council financial statements.

xxvii Contractual Disputes
We have shared the information on the case with you and our accounting for the 
outcome following the conclusion of the case.
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Annual Governance Statement
We are satisfied that the Annual Governance Statement (AGS) fairly reflects the 
Council's risk assurance and governance framework and we confirm that we are not 
aware of any significant risks that are not disclosed within the AGS.

Narrative Statement
The disclosures within the Narrative Statement fairly reflect our understanding of the 
group and parent Council’s financial operating performance over the period covered 
by the group and parent Council financial statements.

Approval
The approval of this letter of representation was minuted by the Council's Audit and 
Assurance Committee at its meeting on 25th September 2017.

Signed on behalf of Cumbria County Council

Name: Julie Williams Crellin BA(Hons), MBA, CPFA
Position: Assistant Director – Finance (S151 Officer)
Date: 25th September 2017

Signed on behalf of Cumbria County Council

Name: Katherine Fairclough , BA(Hons), MA 
Position: Chief Executive 
Date: 25th September 2017
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Appendix 1

The Group Accounting Statements have been prepared on the basis of a full 
consolidation of the financial transactions of the Council and its subsidiary 
companies. Associated companies are consolidated using the equity method – the 
Council’s investment in these companies is incorporated at cost and adjusted each 
year by the Council’s share of the companies’ results as recognised in the Group 
Comprehensive Income and Expenditure Statement and its share of other gains and 
losses. The subsidiary companies have all prepared their accounts to 31st March 
2017.

The Code of Practice on Local Authority Accounting in the United Kingdom for 
2016/17 Appendix E concludes that schools are separate entities and that under 
IFRS 10, maintained schools (but not free schools or academies) meet the definition 
of entities controlled by local authorities which should be consolidated in group 
accounts. However, rather than requiring local authorities to prepare group accounts, 
the 2016/17 Code allows local authorities to account for maintained schools within 
their single entity accounts. This includes school income and expenditure as well as 
assets and liabilities. 

The Code also includes disclosure requirements on any significant restrictions (e.g. 
statutory, contractual and regulatory restrictions) on the local authority's ability to 
access or use the assets and settle the liabilities of consolidated entities.

In 2016/17 the Group accounts included Cumbria County Holdings Ltd which 
consists of:

 Cumbria Waste Recycling Ltd (CWR) and Trotters Dry Waste Ltd and 
Lakeland Waste Management Ltd which it wholly owned and a subsidiary 
Lakeland Minerals Ltd, which is 50% owned and is run as a joint venture with 
Norman Harrison. 

 Orian Solutions Ltd (Orian) and its wholly owned subsidiary SLS (Cumbria) 
Ltd.
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Cumbria County Council  

 

Serving the people of Cumbria
cumbria.gov.uk

Resources and Transformation Directorate Cumbria House  Carlisle
Cumbria  CA1 1RD  
T: 01228 221062  E: julie.crellin@cumbria.gov.uk

Gareth Kelly
Director 
Grant Thornton UK LLP
110 Queen Street
Glasgow 
G1 3DX

25th September 2017

            
Dear Gareth

Cumbria Local Government Pension Scheme (Cumbria LGPS) - Financial Statements for the 
year ended 31 March 2017

This representation letter is provided in connection with your audit of the financial statements of 
Cumbria LGPS ('the Fund') for the year ended 31 March 2017 for the purpose of expressing an 
opinion as to whether the financial statements show a true and fair view of the financial 
transactions of the Fund during the year ended 31 March 2017, and of the amount and disposition 
at that date of its assets and liabilities other than liabilities to pay pensions and benefits after the 
end of the Fund year, in accordance with applicable law and the CIPFA/LASAAC Code of Practice 
on Local Authority Accounting in the United Kingdom 2015/16 ('the Code').

We confirm that to the best of our knowledge and belief having made such inquiries as we 
considered necessary for the purpose of appropriately informing ourselves:

Financial Statements
1. We have fulfilled our responsibilities for the preparation of the financial statements in 

accordance with proper practices as set out in the Code; which give a true and fair view in 
accordance therewith, and for keeping records in respect of contributions received in respect 
of active members.

2. We have complied with the requirements of all statutory directions affecting the Fund and 
these matters have been appropriately reflected and disclosed in the financial statements.

3. The Council has complied with all aspects of contractual agreements that could have a 
material effect on the financial statements in the event of non-compliance. There has been no 
non-compliance with requirements of regulatory authorities that could have a material effect on 
the financial statements in the event of non-compliance.

4. We acknowledge our responsibility for the design, implementation and maintenance of internal 
control to prevent and detect fraud.
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5. Significant assumptions used by us in making accounting estimates, including those measured 
at fair value, are reasonable.

6. We acknowledge our responsibilities for making the accounting estimates included in the 
financial statements.  Where it was necessary to choose between estimation techniques that 
comply with the Code, we selected the estimation technique considered to be the most 
appropriate to the Fund's particular circumstances for the purpose of giving a true and fair 
view.  Those estimates reflect our judgement based on our knowledge and experience about 
past and current events and are also based on our assumptions about conditions we expect to 
exist and courses of action we expect to take.

7. We are satisfied that the material judgements used in the preparation of the financial 
statements are soundly based, in accordance with the Code and adequately disclosed in the 
financial statements. There are no other material judgements that need to be disclosed.

8. Except as disclosed in the financial statements:
a. there are no material unrecorded liabilities, actual or contingent
b. none of the assets of the Fund have been assigned, pledged or mortgaged
c. there are no material prior year charges or credits, nor exceptional or non-recurring 

items requiring separate disclosure.

9. Related party relationships and transactions have been appropriately accounted for and 
disclosed in accordance with the requirements of the Code.

10. Actual or possible litigation and claims have been accounted for and disclosed in accordance 
with the requirements of the Code.

11. All events subsequent to the date of the financial statements and for which the Code requires 
adjustment or disclosure have been adjusted or disclosed.

12. The financial statements are free of material misstatements, including omissions.  

13. We believe that the Fund's financial statements should be prepared on a going concern basis 
on the grounds that current and future sources of funding or support will be more than 
adequate for the Fund's needs. We believe that no further disclosures relating to the Fund's 
ability to continue as a going concern need to be made in the financial statements. 

14. We have no plans or intentions that may materially alter the carrying value or classification of 
assets and liabilities reflected in the financial statements.

Information Provided
15. We have provided you with:

a. access to all information of which we are aware that is relevant to the preparation of the 
financial statements such as records, documentation and other matters;

b. additional information that you have requested from us for the purpose of your audit; 
and
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c. unrestricted access to persons from whom you determined it necessary to obtain audit 
evidence.

16. We have communicated to you all deficiencies in internal control of which management are 
aware.

17. We have disclosed to you the results of our assessment of the risk that the financial 
statements may be materially misstated as a result of fraud.

18. All transactions have been recorded in the accounting records and are reflected in the financial 
statements.

19. We are not aware of any fraud or suspected fraud affecting the Fund involving:
a. management;
b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the financial statements.

20. We have disclosed to you all our knowledge of any allegations of fraud, or suspected fraud, 
affecting the Fund's financial statements communicated by employees, former employees, 
analysts, regulators or others.

21. We have disclosed to you all known instances of non-compliance or suspected non-
compliance with laws and regulations whose effects should be considered when preparing 
financial statements.

22. There have been no communications with The Pensions Regulator or other regulatory bodies 
during the year or subsequently concerning matters of non-compliance with any legal duty.  

23. We are not aware of any reports having been made to The Pensions Regulator by any of our 
advisors. 

24. We have disclosed to you the identity of all the Fund's related parties and all the related party 
relationships and transactions of which we are aware.

25. We have disclosed to you all known actual or possible litigation and claims whose effects 
should be considered when preparing the financial statements.

Approval
I confirm that this letter has been discussed and agreed by the Audit and Assurance Committee of 
Cumbria County Council at its meeting on 25th September 2017.

Signed on behalf of Cumbria County Council as administering body of the Cumbria LGPS

Name: Julie Williams Crellin BA(Hons), MBA, CPFA
Position: Assistant Director - Finance (s.151 Officer)
Date: 25th September 2017
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Signed on behalf of Cumbria County Council

Name: Katherine Fairclough, BA (Hons), MA
Position: Chief Executive 
Date: 25th September 2017
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Chartered Accountants
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.
A list of members is available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority.
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its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions. Please see grant-thornton.co.uk for further details..

This Audit Findings report highlights the key findings arising from the audit that  are significant to the responsibility of those charged with governance, which for Cumbria 
County Council is the Audit and Assurance Committee, to oversee financial reporting process, as required by International Standard on Auditing (UK & Ireland) 260, the 
Local Audit and Accountability Act 2014 and the National Audit Office Code of Audit Practice. Its contents have been discussed with management. 
As auditor we are responsible for performing the audit, in accordance with International Standards on Auditing (UK & Ireland), which is directed towards forming and 
expressing an opinion on the financial statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial 
statements does not relieve management or those charged with governance of their responsibilities for the preparation of the financial statements. 
The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures, which are designed primarily for 
the purpose of expressing our opinion on the financial statements and giving a value for money conclusion. Our audit is not designed to test all internal controls or identify 
all areas of control weakness. However, where, as part of our testing, we identify any control weaknesses, we will report these to you. In consequence, our work cannot be 
relied upon to disclose defalcations or other irregularities, or to include all possible improvements in internal control that a more extensive special examination might 
identify. 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.
We would like to take this opportunity to record our appreciation for the kind assistance provided by the finance team and other staff during our audit.

Yours sincerely
Gareth Kelly
Engagement Lead

Grant Thornton UK LLP 
110 Queen Street
Glasgow
G1 3BX
www.grant-thornton.co.uk 

25 September 2017
Dear Members of the Audit and Assurance Committee
Audit Findings for Cumbria County Council for the year ending 31 March 2017

Cumbria County Council
Cumbria House
117 Botchergate 
Carlisle
Cumbria
CA1 1RZ
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Section 1: Executive summary
We plan to give an unmodified opinion on the financial 
statements with no adjusted misstatements identified that 
impact upon the net reporting position in the primary financial 
statements. We are pleased to report that the Council has again 
achieved a high quality standard of  financial reporting for 
2016/17 in terms of  compliance with the CIPFA Code of  
Practice.
We have considered the impact of  the "inadequate" Children 
Services Ofsted regulator inspection, published in May 2015.  
We have also taken into account the outcome of  the significant 
contractual dispute with Amey that concluded in November 
2016, and the Council’s ‘lessons learned’ review and 
management’s response as communicated in September 2017.
As a result we are planning to issue a qualified 'except for' Value 
for Money conclusion on these two matters identified above.
With the exception of  these two matters reported above, we are 
satisfied that in all significant respects, Cumbria County Council 
put in place proper arrangements to secure value for money 
through economic, efficient and effective use of  its resources 
for the year ended 31 March 2017. 

01. Executive summary
02. Audit findings
03. Value for Money
04. Other statutory powers  and duties

06. Communication of audit matters
05. Fees, non audit services and independence
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Executive summary

Purpose of this report
This report highlights the key issues affecting the results of Cumbria County Council 
('the Council') and the preparation of the Group and Council's financial statements for 
the year ended 31 March 2017. It is also used to report our audit findings to 
management and those charged with governance in accordance with the requirements 
of International Standard on Auditing (UK & Ireland) 260,  and the Local Audit and 
Accountability Act 2014 ('the Act').  
Under the National Audit Office (NAO) Code of Audit Practice ('the Code'), we are 
required to report whether, in our opinion, the Council's financial statements give  a 
true and fair view of the financial position of the Council and its income and 
expenditure for the year and whether they have been properly prepared in accordance 
with the CIPFA Code of Practice on Local Authority Accounting.
We are also required to consider other information published together with the audited 
financial statements including the Annual Governance Statement (AGS) and Narrative 
Statement), whether it is consistent with the financial statements, apparently materially 
incorrect based on, or materially inconsistent with, our knowledge of the Group and 
Council acquired in the course of performing our audit; or otherwise misleading.
We are required to carry out sufficient work to satisfy ourselves on whether the 
Council has made proper arrangements to secure economy, efficiency and 
effectiveness in its use of resources ('the value for money (VFM) conclusion'). 
Auditor Guidance Note 7 (AGN07) clarifies our reporting requirements in the Code 
and the Act. We are required to provide a conclusion whether in all significant 
respects, the Council has put in place proper arrangements to secure value for money 
through economic, efficient and effective use of its resources for the year.
The Act also details the following additional powers and duties for  local government 
auditors, which we are required to report to you if applied:
• a public interest report if we identify any matter that comes to our attention in the 

course of the audit that in our opinion should be considered by the Council or 
brought to the public's attention (section 24 of the Act); 

• written recommendations which should be considered by the Council and responded 
to publicly (section 24 of the Act);

• application to the court for a declaration that an item of account is contrary to law 
(section 28 of the Act);  

• issue of an advisory notice (section 29 of the Act); and
• application for judicial review (section 31 of the Act). 
We are also required to give electors the opportunity to raise questions about the 
accounts and consider and decide upon objections received in relation to the accounts 
under sections 26 and 27 of the Act. 
Introduction
In the conduct of our audit we have not had to alter or change our audit approach, 
which we communicated to you in our Audit Plan dated 20 March 2017.
Our audit is substantially complete although we are finalising our procedures in the 
following areas:
• obtaining and reviewing the management letter of representation; 
• updating our post balance sheet events review, to the date of signing the opinion; and
• Whole of Government Accounts submission.
We received draft financial statements within the specified deadlines, accompanied with 
quality working papers in advance of our work. The statement of accounts were issued 
for audit on 28 June 2017 post the formation of an administration for the Council, but a 
final draft version was made available from early June 2017.  We also received working 
papers to support the accounts by the end of May 2017. This does demonstrate the 
Council’s ability to deliver on the new tighter deadlines of issuing accounts for audit by 
30 May 2018.
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Executive summary

Key audit and financial reporting issues
Financial statements opinion
We have identified no adjusted misstatements that impact upon the group and 
Council's reported net financial position.  
Two misstatements were identified to primary statements that management has 
amended in the final set of financial statements. Both are classification adjustments 
only as outlined below: 
• £14.729 million was adjusted within Property, Plant and Equipment (PPE) to 

reclassify some Port of Workington assets from infrastructure to land and buildings 
and surplus assets. This has no impact upon the net financial position, or to the 
total of the PPE balance; and

• A prior period adjustment was identified to the 31/3/16 balance sheet to move 
£15 million classified as cash into short term equivalents to account for a bank 
account incorrectly classified.  The 31/3/17 classification was correct. 

We also identified two misstatements, which have remained unadjusted by 
management.  These are detailed below:
• the PPE balance for buildings and the Revaluation Reserve are both overstated by 

£0.9 million. This is due to an error in a manual calculation in the valuation of one 
school; and

• the Capital Grants and Contributions Unapplied Account (CGUA) includes £1.631 
million of revenue contributions to capital projects, which should be designated as 
an earmarked reserve.  The items within this balance are not capital grants or 
capital external contribution, they are earmarked revenue contributions.

The decision to not adjust for the above items does not impact upon our audit 
opinion as the items are not material.  Management set out their reasons for not 
amending the financial statements on page 22, and within the letter of representation.

Any other adjustments identified are to disclosure notes only and these are set 
out on page 23.  We have also recommended a number of other adjustments 
to improve the presentation of existing disclosure within the financial 
statements, but these are minor in nature and do not require further reporting.
The key messages arising from our audit of the Council's financial statements 
are:
• the Council has again achieved a high quality standard of financial 

reporting for 2016/17 in terms of compliance with the CIPFA Code of 
Practice; and

• working papers were produced to a high standard, with an effective 
response time to audit queries, and

• there are no recommendations within our report relating to the financial 
statements with one recommendation relating to our value for money 
conclusion as shown in appendix A.

Further details are set out in section two of this report. Appendix B sets out 
that, we anticipate providing an unqualified audit opinion in respect of the 
financial statements.
Objection on the 2016/17 financial statements
On 4 July 2017 we received on objection to the Council’s 2016/17 financial 
statements by a local elector requesting that we issue a public interest report.  
The objection is in relation to value for money of a highways improvement 
plan in Kendal.
We have completed an initial review of the objection and we are satisfied that 
we are able to issue our opinion on the financial statements and our value for 
money conclusion.  Our work on the objection is on-going and we will update 
the Objector and the Council at key stages of the process.
We will not be able to issue our closure certificate, which formally concludes 
our audit, until such time as we have finalised our work on the objection. We 
anticipate the objection to be concluded later in 2017/18, at which time we 
will be able to issue the closure certificate.
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Executive summary

Other financial statement responsibilities
As well as an opinion on the financial statements, we are required to give an 
opinion on whether other information published together with the audited 
financial statements is consistent with the financial statements. This includes if the 
Annual Governance Statement (AGS) and Narrative Statement is misleading or 
inconsistent with the information of which we are aware from our audit.
Based on our review of the Council’s Narrative Statement and AGS we are 
satisfied that they are consistent with the audited financial statements. We are 
also satisfied that the AGS meets the requirements set out in the 
CIPFA/SOLACE guidance and that the disclosures included in the Narrative 
Statement are in line with the requirements of the CIPFA Code of Practice.
Additional narrative was added to the Annual Governance Statement to reflect the 
partial assurance provided by the Head of Internal Audit’s annual assurance report. 
Minor enhancements to the Narrative Statement have been made to present non-
financial key performance indicators with comparators. Further details are set out 
in section two of this report at page 19. 
Controls
Roles and responsibilities
The Council's management is responsible for the identification, assessment, 
management and monitoring of risk, and for developing, operating and monitoring 
the system of internal control.
Our audit is not designed to test all internal controls or identify all areas of control 
weakness.  However, where, as part of our testing, we identify any control 
weaknesses, we report these to the Council. 

Findings
Our work has not identified any control weaknesses which we wish to highlight 
for your attention.   
Follow up of 2015/16 issues
One area reported in the 2015/16 Audit Findings Report related to a breach in 
approved treasury management threshold values, which occurred as a result of 
the documentation held by the finance team differing to the approved values in 
the treasury management strategy for 2015/16. This issue has not reoccurred 
during 2016/17.
Further details are provided at page 20 of this report.
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Executive summary

Value for Money 
Our review of the Council's arrangements to secure economy, efficiency and 
effectiveness has highlighted the following issues which will give rise to a qualified 
'except for' VFM conclusion.
We have considered the on-going impact of the "inadequate" Children Services 
Ofsted regulator inspections as reported in May 2012, June 2013 and May 2015 on 
our VfM conclusion. 
We have also considered the outcome of the significant contractual dispute with 
Amey from November 2016 and the Council’s ‘lessons learned’ report from 
September 2017.
We have submitted evidence to our internal national moderation panel and it 
supports a qualified 'except for' VfM conclusion qualification on both these looked 
after children and contract management related issues.
We have compared the Council's arrangements for securing value for money with the 
guidance on the specified criteria published by the Comptroller and Auditor General 
in November 2016.  With the exception of the matters reported on looked after 
children and contract management, we are satisfied that in all significant respects, 
Cumbria County Council put in place proper arrangements to secure value for money 
through economic, efficient and effective use of its resources for the year ended 31 
March 2017.
Further detail of our work on Value for Money are set out in section three of this 
report.
Other statutory powers and duties
We have received an objection to the financial statements from a local elector, that at 
the time of this report is in progress.

Further details of our work on other statutory powers and duties is set out 
in section four of this report 
The way forward
Matters arising from the financial statements audit and our review of the 
Council's arrangements for securing economy, efficiency and effectiveness 
in its use of resources have been discussed with the Assistant Director 
Finance (Section 151 Officer).
We have made recommendations, which are set out in the Action Plan at 
Appendix A. Recommendations have been discussed and agreed with the 
Assistant Director Finance (Section 151 Officer) and the finance team. 
Acknowledgement
We would like to take this opportunity to record our appreciation for the 
excellent assistance provided by the finance team and other staff during 
our audit.

Grant Thornton UK LLP
September 2017
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Section 2: Audit findings

We have identified two classification misstatements in the 
primary statements which management has adjusted.  These 
adjustments do not have any impact upon the net reported 
position in the primary financial statements. 
We have also identified two other misstatements that have not 
been adjusted by management. The decision to not amend does 
not impact upon the audit opinion, as they not material.  

01. Executive summary
02. Audit findings
03. Value for Money
04. Other statutory powers and duties
05. Fees, non audit services and independence
06. Communication of audit matters
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Audit findings

In performing our audit, we apply the concept of materiality, following the requirements of International Standard on Auditing (UK & Ireland) (ISA) 320: Materiality in 
planning and performing an audit. The standard states that 'misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could 
reasonably be expected to influence the economic decisions of users taken on the basis of the financial statements'. 
As we reported in our Audit Plan, we determined overall materiality to be £15.542 million (being 1.75% of gross revenue expenditure).  We have considered whether this 
level remained appropriate during the course of the audit and identified a revision of our overall materiality to £14.907 million, still being 1.75% of gross revenue 
expenditure, but expenditure levels have decreased in 2016/17, so it is appropriate to reduce materiality also).
We also set an amount below which misstatements would be clearly trivial and would not need to be accumulated or reported to those charged with governance because we 
would not expect that the accumulated effect of such amounts would have a material impact on the financial statements. We reported in our audit plan the amount below 
which misstatements would be clearly trivial to be £0.777 million.  Our assessment of the value of clearly trivial matters has been adjusted to reflect our revised materiality 
calculation, and the revision of the clearly trivial level is to £0.745 million.
As we reported in our Audit Plan, we identified the following items where we decided that lower materiality levels were appropriate. These remain the same as reported in 
our Audit Plan.

Balance/transaction/disclosure Explanation Materiality level
Disclosure of Related Party Transactions Due to public interest in these disclosures and the statutory requirement for them 

to be made.
£20,000
Individual misstatements will be assessed for 
materiality to either party involved in the 
transaction.

Disclosures of officers' remuneration, salary 
bandings and exit packages in the notes to the 
financial statements

Due to public interest in these disclosures and the statutory requirement for them 
to be made.

£20,000 for senior officers remuneration
£100,000 for exit package costs (full cost 
including actuarial strain)

Materiality

Misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence the economic decisions of users 
taken on the basis of the financial statements; Judgments about materiality are made in light of surrounding circumstances, and are affected by the size or nature of a misstatement, 
or a combination of both; and Judgments about matters that are material to users of the financial statements are based on a consideration of the common financial information needs 
of users as a group. The possible effect of misstatements on specific individual users, whose needs may vary widely, is not considered. (ISA (UK&I) 320)
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Audit findings against significant risks
Risks identified in our audit plan Work completed Assurance gained and issues arising

1. The revenue cycle includes 
fraudulent transactions
Under ISA (UK&I) 240 there is a 
presumed risk that revenue may be 
misstated due to the improper 
recognition of revenue. 
This presumption can be rebutted if 
the auditor concludes that there is no 
risk of material misstatement due to 
fraud relating to revenue recognition.

Having considered the risk factors set out in ISA240 and the 
nature of the revenue streams at Cumbria County Council, 
we have determined that the risk of fraud arising from 
revenue recognition can be rebutted, because:
• there is little incentive to manipulate revenue recognition,
• opportunities to manipulate revenue recognition are very 

limited, and
• the culture and ethical frameworks of local authorities, 

including Cumbria County Council, mean that all forms of 
fraud are seen as unacceptable.

Therefore, we do not consider this to be a significant risk for 
Cumbria County Council.

Our audit work has not identified any issues in respect of revenue 
recognition.

2. Management over-ride of controls
Under ISA (UK&I) 240 it is presumed  
that the risk of  management  over-
ride of controls is present in all 
entities.

We have undertaken the following work in relation to this 
risk:
• reviewed journal entry processes and selected unusual 

journals entries for testing;
• reviewed accounting estimates, judgments and decisions 

made by management, and
• reviewed unusual significant transactions.

Our audit work has not identified any evidence of management over-
ride of controls. In particular the findings of our review of journal 
controls and testing of journal entries has not identified any significant 
issues. 
The Council introduced additional manual journal authorisation 
processes and checks during 2015/16, and testing confirms they are 
operating as planned in 2016/17.
We set out later in this section of the report our work and findings on 
key accounting estimates and judgments. 

Audit findings

In this section we detail our response to the significant risks of material misstatement which we identified in the Audit Plan.  As we noted in our plan, there are two 
presumed significant risks which are applicable to all audits under auditing standards as outlined below.

Misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence the economic decisions of users 
taken on the basis of the financial statements; Judgments about materiality are made in light of surrounding circumstances, and are affected by the size or nature of a misstatement, 
or a combination of both; and Judgments about matters that are material to users of the financial statements are based on a consideration of the common financial information needs 
of users as a group. The possible effect of misstatements on specific individual users, whose needs may vary widely, is not considered. (ISA (UK&I) 320)
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Audit findings against significant risks continued

Risks identified in our audit plan Work completed Assurance gained and issues arising
3. Valuation of property, plant and equipment 

and investment property
The Council revalues its assets on a rolling 
basis over a five year period.  The Code 
requires that the Council ensures that the 
carrying value at the balance sheet date is not 
materially different from the current value. 
This represents a significant estimate by 
management in the financial statements.

We have undertaken the following work in relation to this 
risk:
 reviewed management's processes and assumptions for 

the calculation of the estimate;
 reviewed the competence, expertise and objectivity of 

any management experts used;
 for the valuation undertaken we:
- reviewed the instructions issued to valuation experts and 

the scope of their work;
- discussed with the valuer the basis on which the 

valuation is carried out and challenged the key 
assumptions;

- reviewed and challenged the information used by the 
valuer to ensure it was robust and consistent with our 
understanding;

- undertook testing of revaluations made during the year to 
ensure they were input correctly into the Council's asset 
register; and

- evaluated the assumptions made by management for 
those assets not revalued during the year and how 
management has satisfied themselves that these are not 
materially different to current value.

Our audit work identified one error in the manual 
calculation of one school’s valuation. As a result 
buildings within PPE and the Revaluation Reserve are 
overstated by £0.9 million.
We identified no further issues in the testing associated 
with this PPE valuation related risk area. 
We set out later in this section of the report our work 
and findings on key accounting estimates and 
judgments. 

Audit findings

We have also identified three other significant risks of material misstatement from our understanding of the entity. We set out below the work we have completed to 
address these risks below and on page 13.
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Audit findings against significant risks continued
Risks identified in our audit plan Work completed Assurance gained and issues arising

4. Valuation of pension fund net liability
The Council's pension fund asset and liability as 
reflected in its balance sheet represent significant 
estimates in the financial statements.
In response to the move to earlier close-down, 
there is a greater degree of estimation in the 
information provided to the actuary.  

We have undertaken the following work in relation to this risk:
 reviewed the controls put in place by management to ensure that 

the pension fund liability is not materially misstated and 
walkthrough test carried out on these controls;

 reviewed the competence, expertise and objectivity of the actuary 
who carried out your pension fund valuation. We gained an 
understanding of the basis on which the valuation was carried 
out;

 undertook procedures to confirm the reasonableness of the 
actuarial assumptions made; and

 reviewed the consistency of the pension fund asset and liability 
and disclosures in notes to the financial statements to the 
actuarial report from your actuary.

Our audit work has not identified any issues  
in respect of the valuation of the pension 
fund net liability.

5. Material contractual dispute
The Council has been involved in a significant 
contractual dispute, with the outcome determined 
during 2016/17.  The accounting and reporting 
within the financial statements is an area of audit 
focus.

We have undertaken the following work in relation to this risk:
 reviewed the accounting entries relating to the contractual 

dispute and appropriate reporting.
Our audit work has not identified any issues 
in respect of the accounting entries or 
disclosure within the financial statements in 
relation to the contractual dispute outcome.

Audit findings
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Audit findings against other risks
Transaction cycle Description of risk Work completed Assurance gained & issues arising
Employee remuneration Employee remuneration accruals understated

(Remuneration expenses not correct)
Our work addressed the risk that not all material 
payroll transactions relating to the 2016/17 
accounting period, which have been recorded in 
the payroll subsystem, have been captured in the 
general ledger. This would lead to an 
understatement of the employee remuneration 
costs in the Comprehensive Income and 
Expenditure Statement. 

We have undertaken the following work in relation to 
this risk:
• documented the system and identified controls and 

walkthrough tests completed of both Trent and 
Capita payroll systems;

• reconciled the payroll system figures to the financial 
ledger;

• substantive testing of year end payroll accruals; and
• trend analysis of payroll costs over the period, and 

year-on-year analysis.

Our audit work has not identified any 
significant issues in relation to the 
risk identified.

Operating expenses Creditors understated or not recorded in the correct 
period
(Operating expenses understated)
Our work addressed the risk that not all material 
expenditure transactions relating to the 2016/17 
accounting period have been accounted for, 
leading to the expenditure figures in the 
Comprehensive Income and Expenditure 
Statement to be understated. 

We have undertaken the following work in relation to 
this risk:• documented the system and identified controls 

and walkthrough test of operating expenses;• reviewed accounting estimates, judgments and the 
accruals accounting process including the 
processes for accruing goods received not invoiced;• post year-end payments testing to confirm the 
completeness of accruals; and• tested expenditure and accruals to goods receipt 
and subsequent invoice and payment.

Our audit work has not identified any 
significant issues in relation to the 
risk identified.

Audit findings

In this section we detail our response to the three other risks of material misstatement which we identified in the Audit Plan as outlined below and on page 15.  

"In respect of some risks, the auditor may judge that it is not possible or practicable to obtain sufficient appropriate audit evidence only from substantive procedures. Such risks may 
relate to the inaccurate or incomplete recording of routine and significant classes of transactions or account balances, the characteristics of which often permit highly automated 
processing with little or no manual intervention. In such cases, the entity’s controls over such risks are relevant to the audit and the auditor shall obtain an understanding of them." 
(ISA (UK&I) 315) 
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Audit findings against other risks continued
Transaction cycle Description of risk Work completed Assurance gained & issues arising
Changes to the 
presentation of local 
authority financial 
statements

CIPFA’s ‘Telling the Story’ project aimed to 
streamline the financial statements and improve 
accessibility to the user, and this resulted in 
changes to the 2016/17 Code of Practice.
The changes affect the presentation of income and 
expenditure in the financial statements and 
associated disclosure notes. A prior period 
adjustment (PPA) to restate the 2015/16 
comparative figures was also required.

We have undertaken the following work in relation to 
this risk:
• documented and evaluated the process for the 

recording the required financial reporting changes 
to the 2016/17 financial statements;

• reviewed the re-classification of the Comprehensive 
Income and Expenditure Statement (CIES) 
comparatives to ensure it was in line with the 
Council’s internal reporting structure;

• reviewed the appropriateness of the revised 
grouping of entries within the Movement In 
Reserves Statement (MIRS);

• tested the classification of income and expenditure 
for 2016/17 recorded within the Cost of Services 
section of the CIES;

• tested the completeness of income and expenditure 
by reviewing the reconciliation of the CIES to the 
general ledger;

• tested the classification of income and expenditure 
reported within the new Expenditure and Funding 
Analysis (EFA) note to the financial statements; and

• reviewed the new segmental reporting disclosures 
within the 2016/17 financial statements to ensure 
compliance with the CIPFA Code of Practice.

The Council had chosen to include 
the Expenditure and Funding 
Analysis (EFA) twice within the 
financial statements.  The version 
within the primary statements was 
removed as the disclosure note on 
the EFA had sufficient detail.
Our audit work has not identified any 
significant issues in relation to the 
risk identified.

Audit findings
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Group audit scope and risk assessment
ISA (UK&I) 600 requires that as Group auditors we obtain sufficient appropriate audit evidence regarding the financial information of the components and the 
consolidation process to express an opinion on whether the group financial statements are prepared, in all material respects, in accordance with the applicable financial 
reporting framework.

Component Significant? Level of response 
required under ISA 
600

Risks identified Work completed Assurance gained & issues raised

Cumbria 
County 
Holdings
Limited

No Analytical N/A We performed a desktop review including 
analytical procedures and gained an 
understanding of the consolidation process.  
This included obtaining the audited financial 
statements for the components of Cumbria 
County Holdings.

Our audit work did not identify any issues in 
respect of the analytical procedures 
performed on the group consolidation.

The local authority accounting for schools highlights that under IFRS 10, local authority maintained schools meet the definition of entities controlled by local authorities.  
However, rather than requiring local authorities to prepare group accounts, the CIPFA Code of Practice on Local Authority Accounting requires local authorities to 
account for local authority maintained schools in their single entity accounts.
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Accounting policies, estimates and judgements
Accounting area Summary of policy Comments Assessment
Revenue recognition Recognised when the Council transfers the

significant risks and rewards of ownership to the purchaser.
Revenue from the provision of services is
recognised when the Council can measure reliably the percentage 
completion of the transaction.

Our review of revenue recognition policies has not highlighted 
any issues which we wish to bring to your attention. 

Green

Judgments and 
estimates

Key estimates and judgments not already included within other 
sections of this report are:
• useful life of PPE,
• PFI transactions,
• provisions,
• accounting for schools, and
• accounting for NNDR appeals.

Work on other judgments and estimates has not highlighted 
any issues which we wish to bring to your attention.
Work on IAS19 and asset valuation judgments and estimates 
are reported on pages 12 and 13.


Green

Going concern As auditors, we are required to “obtain sufficient appropriate audit 
evidence about the appropriateness of management's use of the 
going concern assumption in the preparation and presentation of the 
financial statements and to conclude whether there is a material 
uncertainty about the entity's ability to continue as a going concern” 
(ISA (UK&I) 570). 
We reviewed management's assessment of the going concern 
assumption and the disclosures in the financial statements.  The 
financial statements state  “the accounts are prepared on a going 
concern basis”.

The Assistant Director Finance, the section 151 officer has a 
reasonable expectation that the services provided by the 
Council will continue for the foreseeable future.  Members
concur with this view. For this reason, the Council continues 
to adopt the going concern basis in preparing the financial 
statements.
We have reviewed the Council's assessment and are 
satisfied with management's assessment that the going 
concern basis is appropriate for the 2016/17 financial 
statements.


Green

Other accounting 
policies

We have reviewed any other accounting policies not covered in 
work already noted in this report.

We have reviewed the Council's policies against the 
requirements of the CIPFA Code of Practice. The Council's 
accounting policies are appropriate and consistent with 
previous years.


Green

Assessment
 Marginal accounting policy which could potentially attract attention from regulators  Accounting policy appropriate but scope for improved disclosure  Accounting policy appropriate and disclosures sufficient

Audit findings

In this section we report on our consideration of accounting policies, in particular revenue recognition policies,  and key estimates and judgements made and included 
within the Council's financial statements.  
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Other communication requirements
Issue Commentary

1. Matters in relation to fraud We have previously discussed the risk of fraud with the Audit and Assurance Committee and we have not been made aware of any other 
incidents in the period and no other issues have been identified during the course of our audit procedures. 

2. Matters in relation to related 
parties

From the work we carried out, we have not identified any related party transactions which have not been disclosed.

3. Matters in relation to laws and 
regulations

You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have not 
identified any incidences from our audit work.

4. Written representations A letter of representation has been requested from the Council including representations in respect of the Group.  
The reasons for not amending the financial statements for the items identified on pages 23 are included in the Letter of Representation.

5. Confirmation requests from 
third parties 

We obtained direct confirmations for loans, investments and bank accounts. This permission was granted by management and the 
requests were sent, and all positive confirmations have been received..

6. Disclosures Our review found no material omissions in the financial statements.  Any amendments to existing disclosures are outlined on page 23.

Audit findings

We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.
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Other communication requirements continued
Issue Commentary

7. Matters on which we report by 
exception

We are required to report on a number of matters by exception in a number of areas:
 If the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is 

misleading or inconsistent with the information of which we are aware from our audit.
 The information in the Narrative Statement is materially inconsistent with the information in the audited financial statements or our 

knowledge of the Group and Council acquired in the course of performing our audit, or otherwise misleading.

The Annual Governance Statement was amended to update the Action Plan and to incorporate the outcome of the Head of Internal Audit 
opinion providing ‘partial’ assurance and management’s response in determining whether it is a significant governance issue.
Amendments were made to the Narrative Statement to improve readability around non-financial key performance indicators to reflect 
only minor changes.

8. Specified procedures for 
Whole of Government 
Accounts 

We are required to carry out specified procedures, on behalf of the NAO on the Whole of Government Accounts (WGA) consolidation pack 
under WGA group audit instructions. 
As the Council exceeds the specified group reporting threshold of £350 million we are required to examine and report on the consistency 
of the WGA consolidation pack with the Council's audited financial statements.
The work is on-going and there are no issues arising to date, with the submission for the Whole Government Accounts expected later in 
September 2017 after the completion of the closing procedures for the financial statements audit.

Audit findings
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Internal controls
We considered and walked through the internal controls for Employee Remuneration, Operating Expenses, IAS19 and Property Plant and Equipment as set out on 
pages 12 to 14. 
The controls were found to be operating effectively and we have no matters to report to the Audit and Assurance Committee.
Internal controls – review of  issues raised in prior year

Audit findings

"The purpose of an audit is for the auditor to express an opinion on the financial statements. 
Our audit included consideration of internal control relevant to the preparation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of internal control. 
The matters being reported are limited to those deficiencies that the auditor has identified during the audit and that the auditor has concluded are of sufficient importance to merit being reported to those 
charged with governance." (ISA (UK&I) 265) 

Assessment Issue and risk previously communicated Update on actions taken to address the issue
1.  During 2015/16 it was identified from an audit query, that although the approved treasury management 

strategy for money market funds and enhanced money market funds was £15 million per approved 
institution, documentation used by the finance team had approvals of £20 million.  Officers have stated 
that there was no intention to amend the treasury management strategy for 2015/16 to reduce 
investment limits and that the £15 million quoted in the strategy was a typographical error.  
The breach in the money market funds covered 202 days of the financial year, with the maximum 
individual breach per institution of £5 million.  The total maximum daily breach recorded was £25 
million, being an additional £5 million for five separate institutions. The breach in the enhanced money 
market funds covered 49 days of the financial year, with the maximum individual breach of £5 million 
for one institution.
Consequently, the breach resulted in no financial loss with no impact upon the financial statements for 
2015/16 and work carried out by the Council's treasury advisors confirmed that no additional risks 
occurred during the periods of the breach.  The breach only occurred during 2015/16 as the 2016/17 
strategy reflects the intended £20 million values for money market and enhanced money market funds.  

 The breach only occurred during 2015/16 as 
the 2016/17 strategy reflects the intended £20 
million values for money market and enhanced 
money market funds.

 Testing has confirmed that no breaches were 
found in 2016/17.

Assessment
 Action completed
X Not yet addressed
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Adjusted misstatements
Audit findings

Detail Comprehensive Income 
and Expenditure 

Statement
£'000

Balance Sheet
£'000

Impact on total 
net expenditure

£000

1 The balance sheet incorrectly identified £14.729 million of assets relating to 
the Port of Workington as infrastructure assets. £3.202 million of this 
amount should have been classified as surplus assets, the remaining 
£11.527 million should have been classified as specialised land and 
buildings. Therefore, an amendment to reclassify the categories of 
Property, Plant and Equipment on the balance sheet was required. This has 
no net impact on the PPE or net position in the balance sheet. 

0 -14,729
+3,202
+11,527

0

2 We have identified one bank account which at 31st March 2016 had a £15 
million balance and was incorrectly classified as cash and cash equivalents 
in the balance sheet. The account had a redemption period of 100 days. 
The Council’s accounting policies state that, any deposits made for greater 
than 3 months should be treated as short-term investments. As this period 
is greater than 3 months, a prior period adjustment was required to reduce 
the cash balance by £15 million, and increase the short-term investment 
balance by £15 million, which subsequently affected 2016/17 opening 
balances. This has no impact on the net position in the balance sheet. 

0 -15,000
+15,000

31/3/16 only

0

Overall impact £ 0 £0 £ 0

Adjustments to the draft accounts have been identified during the audit process. We are required to report all non-trivial misstatements to those charged with 
governance, whether or not the accounts have been adjusted by management. The table below summarises the adjustments arising from the audit which have been 
processed by management.
Impact of adjusted misstatementsTwo adjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year. 
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Unadjusted misstatements
Audit findings

Detail Comprehensive 
Income and 
Expenditure 

Statement
£'000

Balance Sheet
£'000

Reason for not adjusting

1 A manual calculation error was identified in the valuation of one school 
within the Council's land and buildings balance. The error has led to the 
Property, Plant and Equipment balance and the Capital Adjustment 
Account to be overstated by £900,000. Therefore, the total assets and 
unusable reserves held by the Council are overstated. 
The decision to not adjust for this issue does not impact upon our audit 
opinion.

-900
+900

The error is not material to 
the Accounts or the PPE 
balance and therefore has 
not been adjusted 

2 It was identified that the Council has been incorrectly crediting revenue 
contributions to the Capital Grant and Contributions Unapplied Account 
(CGUA). This account is to hold capital grants which have been judged by 
management to have met their conditions, but not been used to finance 
capital expenditure in-year. Revenue contributions to capital expenditure 
which have not been applied in financing during the year should be held 
by the Council as an earmarked reserve. This has caused the CGUA to be 
overstated and earmarked reserves to be understated.  This has no net 
impact on the balance sheet position, and the adjustment is in 
classification only.
The decision to not adjust for this issue does not impact upon the audit 
opinion.

-1,631
+1,631

The error is due to a 
difference in technical 
interpretation of the Code. It 
is not material to the 
Accounts or the PPE 
balance and therefore has 
not been adjusted 

Overall impact £0 £0

The table below and overleaf provides details of the three adjustments identified during the audit, which have not been made within the final set of financial 
statements. The Audit and Assurance Committee is required to approve management's proposed treatment of all items recorded within the table below:
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Misclassifications and disclosure changes
Audit findings

Adjustment type Value
£'000

Account balance Impact on the financial statements

1 Disclosure n/a Expenditure and Funding Analysis The EFA was duplicated as it was included within the primary statements and within 
Note 1.  The version in the primary statements was removed.

2 Disclosure n/a Annual Governance Statement The Annual Governance Statement was amended to update the Action Plan and to 
incorporate the outcome of the Head of Internal Audit opinion providing ‘partial’ 
assurance and management’s response in determining whether it is a significant 
governance issue.

The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements. 
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Section 3: Value for Money

We have considered the impact of  the "inadequate" Children 
Services Ofsted regulator inspection, published in May 2015. 
We have also taken into account the outcome of  the significant 
contractual dispute with Amey that concluded in November 
2016, and the Council’s ‘lessons learned’ review and 
management’s response as communicated in September 2017.
As a result we are planning to issue a qualified 'except for' Value 
for Money conclusion on these two matters identified above.
With the exception of  the matters reported above, we are 
satisfied that in all significant respects, Cumbria County Council 
put in place proper arrangements to secure value for money 
through economic, efficient and effective use of  its resources 
for the year ended 31 March 2017. 
.

01. Executive summary
02. Audit findings
03. Value for Money

05. Fees, non-audit services and independence
06. Communication of audit matters

04. Other statutory powers and duties
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Value for Money

Risk assessment 
We carried out an initial risk assessment in January 2017 and identified the significant risks in respect of specific areas of proper arrangements using the guidance contained in AGN03.  We communicated these risks to you in our Audit Plan dated 20 March 2017.
We identified risks in respect of specific areas of proper arrangements using the guidance contained in AGN03 in the following areas;
• Ofsted inspection of children's services;
• Health and social care integration;
• Medium term financial plan (MTFP) including service transformation; and
• Contract management and monitoring.
We have continued our review of relevant documents up to the date of giving our report, and have not identified any further significant risks where we need to perform further work.
We carried out further work only in respect of the significant risks we identified from our initial and ongoing risk assessment. Where our consideration of the significant risks determined that arrangements were not operating effectively, we have used the examples of proper arrangements from AGN 03 to explain the gaps in proper arrangements that we have reported in our VFM conclusion.

Background
We are required by section 21 of the Local Audit and Accountability Act 2014 ('the Act') and the NAO Code of Audit Practice ('the Code') to satisfy ourselves that the Council has put in place proper arrangements for securing economy, efficiency and effectiveness in its use of resources. This is known as the Value for Money (VFM) conclusion. 
We are required to carry out sufficient work to satisfy ourselves that proper arrangements are in place at the Council. The Act and NAO guidance state that for local government bodies, auditors are required to give a conclusion on whether the Council has put proper arrangements in place. 
In carrying out this work, we are required to follow the NAO's Auditor Guidance Note 3 (AGN 03) issued in November 2016. AGN 03 identifies one single criterion for auditors to evaluate: 

In all significant respects, the audited body had proper arrangements to ensure it took properly informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers and local people. 
AGN03 provides examples of proper arrangements against three sub-criteria but specifically states that these are not separate criteria for assessment purposes and that auditors are not required to reach a distinct judgement against each of these. 
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Significant qualitative aspects
AGN 03 requires us to disclose our views on significant qualitative aspects of the 
Council's arrangements for delivering economy, efficiency and effectiveness.
We have focused our work on the significant risk that we identified in the Council's 
arrangements. In arriving at our conclusion, our main considerations were:
• processes put in place to identify and implement programmes and projects to 

address and reduce the on-going budget deficit as outlined in the MTFP;
• reporting and monitoring of savings and the financial position during the 

financial year;
• the robustness of assumptions made in calculating savings and whether these 

were realistically deliverable; 
• update reports and letters from Department for Education and Ofsted on 

Children’s Services;
• health and social care integration participation and associated evidence; 
• lessons learned report about the contractual dispute presented to the 12 

September 2017 Audit and Assurance Committee;
• Internal Audit findings during 2016/17; and
• contract management and monitoring procedures.

We have set out more detail on the risks we identified, the results of the work we 
performed and the conclusions we drew from this work later in this section on pages 
27 to 30.

Value for Money

Overall conclusion
Based on the work we performed to address the significant risks, we 
concluded that:
• except for the matters we identified in respect of looked after children 

and contract management, the Council had proper arrangements in all 
significant respects. We therefore propose to give a qualified 'except for' 
conclusion on your arrangements for securing economy, efficiency and 
effectiveness in your use of resources. The text of our proposed report 
can be found at Appendix B.

Recommendations for improvement
We discussed findings arising from our work with management and have agreed recommendations for improvement, which can be found in the Action Plan at Appendix A.
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and through our ongoing review of documentation. 
Significant risk Work to address Findings and conclusions
Ofsted inspection of 
children's services
Ofsted issued a report 
on the Council's 
children's services in 
May 2015 which rated
these as 'inadequate'.  
This is the third 
successive assessment 
of the Council as 
inadequate following 
reported assessments in 
May 2013 and May 
2012.
Until such time as 
Ofsted has confirmed 
that adequate 
arrangements are in 
place, this remains a 
significant risk to the 
Council's arrangements 
for looked after children.

We reviewed the Council's 
project management, 
performance monitoring 
arrangements and risk 
assurance frameworks to 
monitor progress against the 
agreed implementation plan.
This links to the Council's
arrangements for 
understanding and using 
appropriate and reliable 
financial information and 
performance information, 
including information from 
regulatory bodies to support 
informed decision making as 
well as planning, organising 
and developing the 
workforce effectively to 
deliver strategic priorities.

The Council had a re-inspection in March 2015 on both child protection and looked after children. In summary, Ofsted's overall judgment is that 
children's services are inadequate. Child protection had improved and was assessed as requires improvement. Some elements of adoption and care 
leavers assessments were assessed as requires improvement but looked after children and achieving permanence and related leadership, 
management and governance was scored as inadequate at that time. The report was positive on a number of fronts including; in terms of stronger 
leadership now in place, significant progress being made on collaborative agency working and direct work with children is of good quality. 
Management had taken action to provide additional financial resources and leadership and middle management capacity to improve the 
arrangements for looked after children in Cumbria, but there was at this time no sustained improvement fully across the whole service, as recognised 
by the inspectors, Children Improvement Board and management. 
We acknowledge that, Children Services is working hard to deliver the Improvement Plan, with recruitment and retention of staff as key challenges. 
On-going recruitment during the year through the social worker academy project and from targeted recruitment has filled some key staffing shortages, 
particularly in the south and west of Cumbria. The strategic direction is informed through continued learning from internal and Ofsted case file audits, 
improved permanency planning reducing drift in care planning and numbers of Children Looked After. 
The Improvement Plan focuses on four key themes of leadership and governance, supporting children looked after, working in partnership and quality 
of practice. Monitoring and scrutiny of actions is regularly undertaken with the progress, impact, milestones and timescales regularly reported. The 
Plan is fluid and up to date, taking into account the results of other reviews such as the quarterly Ofsted visits. To support the work in the 
Improvement Plan, the Workforce and Practice Board oversees the delivery of the Workforce Strategy. The Placement Commissioning Board 
oversees placement performance and the Continuous Improvement Board reviews quality and performance issues, which includes the Improvement 
Plan and any other Ofsted related actions.
The Ofsted letter of 21 July 2016 summarised the findings of the 10 monthly monitoring visits to Cumbria between July 2015 and June 2016 and 
indicated a positive direction of travel.  Although there are summary findings for each of the four phases of the Ofsted monitoring visits, the letter 
noted that in summary "inspectors were satisfied that the local authority has shown steady improvement in line with its improvement plan" and that 
"the local authority is making expected progress to improve services for children and young people in Cumbria".
Quarterly inspections from Ofsted were in place from July 2016 onwards, and the results detailed in Ofsted letters dated 14 November 2016, 24 
February 2017 and 13 June 2017 for visits 11, 12 and 13.  The 14 November 2016 letter concentrated on help and prevention services, the 24 
February report on help and protection services and the 13 June report on children looked after and care leavers.  The 13 June 2017 report noted 
that, in summary “the local authority is making expected progress in some areas of practice”.
Internal Audit carried out risk based work during 2016/17 on the multi agency safeguarding hub. This review resulted in  ‘partial assurance’ ,with 
actions identified to strengthen assurance arrangements within the hub and management is making progress in addressing these matters.
We are proposing to issue an "except for" VfM conclusion on the arrangements for looked after children, as without a formal re-inspection by Ofsted 
during 2016/17 the 'inadequate' rating is still in place. This judgment has been moderated through a Grant Thornton National Consistency Panel.
We concluded that there were weaknesses in the Council's arrangements for understanding and using appropriate and reliable financial 
information and performance information, including information from regulatory bodies to support informed decision making as well as 
planning, organising and developing the workforce effectively to deliver strategic priorities.

Value for Money
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Key findings continued
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of 
documents. 
Significant risk Work to address Findings and conclusions
Health & Social Care Integration
Health and care services within 
Cumbria are subject to significant 
transformation programmes.  The 
intention of all programmes is to 
address issues of cost and quality of 
health and care services. The Council 
is a key partner on integration to 
ensure the financial sustainability of 
health and care services.  Working 
with partners from different 
organisations and service areas with 
potentially conflicting priorities, the 
projects are complex and high profile. 

We reviewed the project 
management and risk assurance 
frameworks established by the 
Council to establish how it is 
identifying, managing and 
monitoring these integration 
related risks and activities.
This links to the Council's 
arrangements for working 
effectively with third parties to 
deliver strategic priorities, 
managing risks effectively and 
maintaining a sound system of 
internal control.

Health and care services within Cumbria are subject to significant transformation programmes. North Cumbria Hospitals 
Acute Hospitals NHS Trust's 'Success Regime' project covered east and west Cumbria and formally ended in June 2017, 
with the Sustainability and Transformation Plan continuing with West, North and East Cumbria Health and Care 
Partnership.  University Hospitals of Morecambe Bay NHS Foundation Trust is a key partner in the Vanguard programme 
'Better Care Together' covering areas including south Cumbria.  In addition a Cumbria Strategy for Mental Health is a 
whole economy programme to deliver the best quality and sustainable mental heath care.  The intention of all programmes 
is to address issues of cost and quality of health and care services.
Integration is key for all agendas and Cumbria County Council are engaged, with director participation.  For the Success 
Regime this involved director representation on the Programme Board and Provider Delivery Board and inclusion within the 
Transformation Board.  For ‘Better Care Together’ there is representation on the Programme Board and the Integrated 
Accountable Care Board, which has shadow status.  The Council are represented on the Mental Health Partnership Group.  
Key focus for all is the delivery of the integration agenda, identifying, and designing work streams, and appropriate 
governance structures. 
In addition, the publication of Sustainable Transformation Plans (STP) underpin the schemes with plans in place for 
Cumbria with one covering the north, east and west and another covering the south of the county.  This is a requirement 
for a 5 year sustainability and transformation plan that are place based in order to meet the requirements of the 5 Year 
Forward View.  Plans cover the integration of local authority services and to reflect the health and wellbeing strategies. The 
Health and Wellbeing Board set the overall joint health and wellbeing strategy for Cumbria.
County wide structures are in place with Cumbria County Council and other key partners as part of the Joint 
Commissioning Board.  The ‘Better Care Fund’ is a pooled budget fund operated by Cumbria County Council with funding 
from NHS Cumbria Commissioning Group.  Other work streams reviewed as part of this process include the learning 
disabilities pooled budget and transforming care.  Monthly meetings occur and an integrated Commissioning Manager is in 
place with more joint posts planned.  This is a working-sub group of the Health and Wellbeing Board. 
The Council has conducted an internal review of integration to map and understand attendance and purpose, as this 
agenda is moving at significant pace and there are challenging timescales.  The aim of the review was to assess the full 
integration agenda in terms of the scale of engagement and participation to ensure it is focussed and framed effectively 
and links to the Council's Programme Board agenda.  
Based on the review of the arrangements in place during 2016/17 for health and social care integration we 
concluded that the risk was sufficiently mitigated and that the Council has arrangements in this emerging, 
complex and diverse area.

Value for Money
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Key findings continued
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of 
documents. 
Significant risk Work to address Findings and conclusions
Medium Term Financial 
Plan including service 
transformation
The Council's Medium Term 
Financial Plan (MTFP) is 
predicated on delivering 
changes to the way in which 
services are delivered.  The 
Council has identified 
proposals for reducing 
spending and increasing 
efficiency.  The programme 
includes a number of key 
projects, including internally 
reshaping the Council.
The Council continues to 
face a challenging 
environment in the short to 
medium term with required 
savings for 2017/18 to 
2019/20 of £52 million.
There are considerable 
uncertainties over various 
revenue streams in the next 
few years.  As a result, the 
Council has to apply a 
number of estimates and 
key judgements to compile 
the MTFP.  

We reviewed the arrangements the 
Council has in place to compile the 
MTFP.  This includes a review of 
how the Council is identifying, 
managing and monitoring financial 
information in order to regularly 
update the MTFP including 
reporting outcomes to Cabinet and 
Full Council.
This links to the Council's 
arrangements for planning finances 
effectively to support the 
sustainable delivery of strategic 
priorities and using appropriate 
cost and performance information 
to support informed decision 
making.

The Council continues to face significant financial challenges. The budget gap in the MTFP was updated in 
February 2017 for the 3 year period 2017/18 to 2019/20 with savings required over the 3 years of £52 million.  
The Council is confident that through its strategic planning processes it will identify new savings to achieve the 
£36m budget gap for 2018/19 to 2019/20, after securing a balanced budget for 2017/18 with the £16 million of 
savings identified for 2017/18. We acknowledge that, the Council is working on plans to identify and deliver on 
the £36 million required for 2018/19 and 2019/20. The MTFP assumes the level of the general fund balance will 
be no less than £10 million during the period.
The Council has a general fund balance at 31 March 2017 of £9.4 million and useable earmarked reserves of 
£60.4m.  The school earmarked reserves have decreased in year, from £6.4 million to £3.2 million.  Overall, 
schools have negative balances of £2.3 million due to the ring fenced dedicated schools grant overspend of 
£5.7 million.  This largely relates to the high needs service allocation and a three year recovery plan is in place 
to neutralise the impact of this overspend on earmarked reserves.
The Council has a comprehensive approach to its medium term financial planning, budgeting and identification 
of saving plans, which are agreed at a corporate level, by senior officers and Members. For the five year period 
2011/12 to 2016/17 the Council has identified £198 million of savings and has a strong history of achieving 
savings to date. Reporting financial outcomes including the current position on savings and budgets forms part 
of the quarterly budget monitoring updates.
The Council is faced with the continuing challenge of finding further savings which will become increasingly 
difficult. It will be essential therefore to ensure that its savings plans continue to be clearly communicated, link 
to specific policy decisions, service reviews and planned rationalisation of the workforce and that the impact on 
service levels and quality is clearly identified and monitored.
The strategy is aligned to the Council's corporate priorities, highlights the key financial risks, and adopts a 
prudent approach to funding streams. The Council has taken this approach to allow it to have the flexibility 
and resilience in order to address the variable nature of future funding. The Council has good planning 
assumptions built into the annual and three year budget processes. The Council is responsive to changes 
required as the strategic planning process considers optimistic, planned and pessimistic sensitivity analysis.
Based on the review of the arrangements in place during 2016/17 for the compilation of the MTFP 
including identified savings, we concluded that the risk was sufficiently mitigated and that the Council 
has adequate arrangements in this area.

Value for Money
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Key findings continued
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review. 

Significant 
risk Work to address Findings and conclusions
Contract 
management 
and 
monitoring
The Council
was the 
defendant in a 
legal dispute 
concerning the 
provision of 
highway 
services that 
ended in 2012 
with a  
commercial 
provider.  The 
outcome of the 
dispute was 
determined in 
2016/17.  Wider 
contract 
management 
and the 
monitoring of 
external 
contracts are an 
area of audit 
focus.

We reviewed the 
arrangements the 
Council has in place to 
update and improve, 
where appropriate, its 
own processes for the 
management and 
monitoring of existing 
external contracts.
We also reviewed how 
the Council is applying 
any lessons learnt from 
previous contract 
management 
approaches, including 
how these are applied to 
its current procurement 
arrangements.
The work included a 
sample of existing 
external contracts.
This links to the 
Council's arrangements 
for managing risks 
effectively and 
maintaining a sound 
system of internal 
control, demonstrating 
and applying the 
principles and values of 
good governance, as 
well as the Council’s 
arrangements for 
working effectively with 
third parties to deliver 
strategic priorities.

The Council was the defendant in a significant contractual dispute with a former contractor, Amey. The contract ended in 2012. Over the term of the seven year contract the Council 
paid Amey £272 million. After a complex legal process, in November 2016 the final judgment received had gains and losses applied to both parties, but overall found in favour of 
Amey.  The Council paid Amey £5.4m including interest, with an additional £6.2 million for the settlement of the costs of the case.  The total settlement to Amey was therefore £11.6 
million. 
In October 2016, before the final judgment was received, the Council commissioned a ‘lessons learned’ review of the events surrounding the procurement, operation and 
termination of the Amey contract. The Council responded positively to our suggestions at the scoping stage to improve the independence and robustness of the review. The review 
team included a suitably qualified individual to peer review the process as well as assurance over the process being gained from Internal Audit. As your External Auditors we have 
been kept fully informed of the final scope and the progress at key stages of what has been a very thorough review, but we have remained independent of the review to comply with 
our statutory roles and responsibilities. The review included 20 lessons learned and 27 associated recommendations identified by the review team and these actions have been 
designed to address a number of identified weaknesses with regard to contractual management arrangements. The review is comprehensive and details pertinent matters as well 
as key actions the Council is planning to take by May 2018. The Council acknowledges that, it needs to improve the robustness of its overarching contract management 
arrangements with appropriate capacity, capability, performance monitoring and risk and escalation management of all major contracts, and to improve arrangements for the 
management of any potential related contract disputes and litigation.
The Council developed a comprehensive communication strategy around making the matter public. The Council held a press conference on 4 September which generated 
significant regional media coverage on the ‘lessons learned’ review. The 12 September 2017 Audit and Assurance Committee was the first opportunity to present the lessons 
learned review. This Committee had press and public in attendance and the Independent Peer Reviewer and Council’s lead reviewer provided a comprehensive and measured 
presentation on the findings of the ‘lessons learned’ review; Management responded at this Audit and Assurance Committee meeting with a detailed plan of action that will be 
monitored by the Corporate Management Team as led by the Chief Executive. The Audit and Assurance Committee will also receive regular updates and assurances on progress 
against the agreed action plan. The Council is able to evidence a thorough review of lessons learned. Contract and risk management will continue to be a key area of focus for the 
Council including the implementation of the Action Plan from the lessons learned review and the monitoring and scrutiny of the actions taken. 
Our high level review work conducted as part of the 2016/17 Audit, focussed on some of the high value external contracts the Council has in place, to assess the arrangements to 
monitor these contracts and to effectively manage relationships.  The Council’s arrangements for contract management are designed to respond to the level of risk and the nature 
of each contract. Contract management can be centralised or locality based and involves both manual processes and electronic project management systems.  As expected, there 
is not a ‘one size fits all’ approach due to the variety of the contracts and types of services commissioned. However, there is not an overarching corporate system  to capture and 
record the outcomes of contract management, instead there is a reliance upon existing arrangements that are not always fully documented.  The Council has a sub-group of 
Cabinet Members, chaired by the Cabinet Member with responsibility for Procurement and Commissioning (Deputy Leader) whose terms of reference are set out in the 
Constitution. The Action Plan in response to the Lessons Learned review will develop the robustness of the existing contract/commissioning management arrangements and in 
particular, major contracts, but not exclusively, waste management, highways and people-related contracts.
Our work concluded that contract management arrangements are in place for all of the contracts reviewed; they were subject to regular monitoring, but KPIs were not always in 
place. There were examples of good contract relationships developed in those significant contracts with regular meetings and monitoring in place.  Improvements can be made to 
the overarching principles and high level monitoring of significant contracts including the Directorate (.ie. corporate) monitoring of adult social care contracts, as our work found that 
although it is to be expected there is a  high level of reliance placed on individual social workers and locality based contract monitoring to monitor individual contracts for client care, 
there is a need to enhance the monitoring at a corporate level. New commissioning processes are being introduced with a recent investment in commissioning resources in adult 
social care. Our high level review of waste management, superfast broadband and highways related contracts confirmed that elements of learning from the Amey case were being 
applied in advance of the Lessons learned review with improvements in contract management and resolution procedures in place. A view that is shared by the Independent Peer 
reviewer as outlined in his Statement of opinion within the Lessons Learned review..
We concluded that, there were weaknesses in the Council's overarching arrangements for contract management. This matter is evidence of some weaknesses in 
proper arrangements for informed decision making and working with partners and third parties with elements of inadequate governance arrangements for contractual 
management and ineffective working with third parties. The local audit team’s conclusion to issue an except for type VFM on this matter as outlined above has been 
through, and is supported by, a national Grant Thornton internal Public Sector Assurance Moderation Panel. See Appendix B for the except for qualified VfM opinion.

Value for Money

450



© 2017 Grant Thornton UK LLP  |  Audit Findings Report for  Cumbria County Council  |  2016/17 31

Value for money

Significant difficulties in undertaking our work
We did not identify any significant difficulties in undertaking our work on your 
arrangements which we wish to draw to your attention with exception of considering 
whether the two except for qualifications are indicative of pervasive weaknesses and 
a possible overall adverse VfM conclusion. The local audit team’s conclusion was not 
to issue an overall adverse qualified VfM conclusion as the two except for  areas are 
not indicative of any wider governance or management arrangement systemic 
weaknesses. This matter and conclusion was also discussed and supported by the 
national Grant Thornton internal Public Sector Assurance Moderation Panel.
Significant matters discussed with management
There were no matters where no other evidence was available or matters of such 
significance to our conclusion or that we required written representation from 
management or those charged with governance. 

Any other matters
There were no other matters from our work which were significant to our 
consideration of your arrangements to secure value for money in your use of 
resources.
Although this report notes the progress made by the Council since the 31 March 
2017 in terms of direction of travel, it is only arrangements in place during the 
2016/17 financial year that are taken into account in reaching our value for money 
conclusion.
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Section 4: Other statutory powers and duties

This section sets out our other statutory powers and duties.  An 
objection to the 2016/17 financial statements has been received 
from a local elector.
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05. Fees, non audit services and independence
06. Communication of audit matters
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Other statutory powers and duties

Issue Commentary
1. Public interest report The Engagement Lead has given serious consideration as to whether or not to issue a Public Interest Report following the Amey

contractual dispute litigation outcome. The matter is material both in terms of the overall financial loss to the Council at £22
million and on learning from how to effectively manage a major commercial contract. The Engagement Lead’s conclusion is that 
no Public Interest Report is required as:  
 the Council has been open and transparent throughout the key stages of the lessons learned process as now reported; 
 a well managed communication strategy has been implemented to make the findings made public which attracted a high 

degree of regional media attention; 
 at the 12 September 2017 press and public attended Audit and Assurance Committee the Independent Peer Reviewer and 

Council’s lead reviewer provided a comprehensive and measured presentation on the results of the ‘lessons learned’ review;
 at the same Committee the Chief Executive presented management’s response in a detailed action plan clearly linked to the 

review findings and recommendations; and 
 the financial statements and Annual Governance Statement for 2016/17 have adequate disclosures on the outcome of the 

case for 2016/17 including any financial and the overarching contractual management arrangements implications.
The Engagement Lead’s conclusion to not issue a Public Interest Report on this matter as outlined above has been through, and
is supported by, a national Grant Thornton internal Public Sector Assurance Moderation Panel. 

2. Written recommendations  We have not made any written recommendations at this stage that the Group or Council is required to respond to publicly.
3. Application to the court for a 

declaration that an item of account is 
contrary to law 

 We confirm that we have not used this duty.

4. Issue of an advisory notice  We confirm that we have not used this duty.

5. Application for judicial review  We confirm that we have not used this duty.

6. Objection to the accounts • We received an objection from a local elector requesting that we issue a public interest report about a highways improvement 
plan in Kendal.• We have completed an initial review of the objection and we are satisfied that we are able to issue our anticipated opinion on 
the financial statements, and our value for money conclusion.• Our work on the objection is on-going and we will update the objector and the Council at key stages of the process.• We will not be able to issue our closure certificate, which formally concludes our audit, until such time as we have finalised our 
work on the objection, expected to be later in 2017/18.

We set out below details of other matters which we, as auditors, are required by the Act and the Code to communicate to those charged with governance.
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Section 5: Fees, non-audit services and independence

This section sets out the audit fee and our independence 
considerations.  There are no changes to the audit fee or 
independence considerations as previously reported to you in 
the Audit Plan.

01. Executive summary
02. Audit findings
03. Value for Money

05. Fees, non audit services and independence
06. Communication of audit matters

04. Other statutory powers and duties

454



© 2017 Grant Thornton UK LLP  |  Audit Findings Report for  Cumbria County Council  |  2016/17 35

We confirm below our final fees charged for the audit and fees for other services including the provision of non-audit services.

Independence and ethics
• Ethical standards and International Standard on Auditing ISA (UK& I) 260 

require us to give you full and fair disclosure of matters relating to our 
independence. 

• We confirm that there are no significant facts or matters that impact on our 
independence as auditors that we are required or wish to draw to your 
attention. We have complied with the Auditing Practices Board's Ethical 
Standards and confirm that we are independent and are able to express an 
objective opinion on the financial statements.

• We confirm that we have implemented policies and procedures to meet the 
requirements of the Auditing Practices Board's Ethical Standards.

• For the purposes of our audit we have made enquiries of all Grant Thornton 
UK LLP teams providing services to the Council. The table below 
summarises all other services which were identified.

Fees for other services
Service Fees £
Audit related services:
• Grant certification – Teachers' Pension 

Return
4,900

• Harbour Accounts – agreed upon 
procedures

1,000

Non Audit related services:
• Cost Assurance 500 

Fees, non audit services and independence

Fees
Budget £ Actual £

Council audit 114,615 114,615
Total audit fees (excluding VAT) 114,615 114,615

Grant certificationFees in respect of other grant work, such as reasonable assurance 
reports, are shown below under 'Fees for other services'.

The proposed fees for the year were in line with the scale fee set by 
Public Sector Audit Appointments Ltd (PSAA)

The Teachers' Pension Return is grant certification work. The requirements are 
set out annually in the reporting accountants guidance from the Teachers' 
Pensions Agency.  The Council has requested that we undertake this work for 
2016/17.  It is expected that an engagement letter will be produced in October 
2017.  The deadline for the work is 30 November 2017.
The harbour accounts work is based upon agreed procedures in order to satisfy 
the requirements of the Harbours Act 1964.  This requires the Council to 
complete standalone accounts that specifically cover harbour activities. The 
engagement letter from 2015/16 is relevant to roll forward.
The cost assurance work is carried out on a contingent fee basis by auditors 
separate from the audit engagement team.  The work involves reviewing the 
billing of telecommunications and utilities costs to ensure the Council has only 
paid for the services used.  An engagement letter is in place.
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Independence and other services
We have considered whether other services might be perceived as a threat to our independence as the Council’s auditor and have ensured that appropriate safeguards are 
put in place.

The above non-audit services are consistent with the [group's/Council's] policy on the allotment of non-audit work to your auditor [or explain exceptions]

Fees, non audit services and independence

Service provided to Fees Threat? Safeguard

Audit related services 
Grant certification – Teachers' 
Pension Return

Cumbria County Council 4,900 No This is a recurring fee and therefore a self-interest threat exists. However, the 
level of this recurring fee taken on its own is not considered to be a significant 
threat to independence as the fee for this work in comparison to the total audit 
fee for the Council and to Grant Thornton UK LLP in overall terms.  The work 
relates to audit related services for which there is a fixed fee and there is no 
contingent element to the fee.

Harbour Accounts – agreed upon 
procedures

Cumbria County Council 1,000 No This is a recurring fee from 2015/16 and therefore a self-interest threat exists. 
However, the level of this recurring fee taken on its own is not considered to be 
a significant threat to independence as the fee for this work in comparison to the 
total audit fee for the Council and to Grant Thornton UK LLP in overall terms.  
The work relates to audit related services for which there is a fixed fee and there 
is no contingent element to the fee.

Non-audit services
Cost Assurance Cumbria County Council 500 No The work was undertaken by a team who are separate from the audit team 

undertaking and the contingent nature of the work is value restricted.  The work 
although transaction based involves a review of historic payments.

TOTAL £6,400
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Section 6: Communication of  audit matters

This section summarises our communication requirements to 
you as 'those charged with governance'.  We confirm that all 
required reporting is included within the Audit Plan or this 
Audit Findings Report.
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Communication to those charged with governance
Our communication plan

Audit 
Plan

Audit 
Findings

Respective responsibilities of auditor and management/those charged 
with governance



Overview of the planned scope and timing of the audit. Form, timing 
and expected general content of communications



Views about the qualitative aspects  of the entity's accounting and 
financial reporting practices, significant matters and issues arising 
during the audit and written representations that have been sought



Confirmation of independence and objectivity  
A statement that we have complied with relevant ethical requirements 
regarding independence,  relationships and other matters which might  
be thought to bear on independence. 
Details of non-audit work performed by Grant Thornton UK LLP and 
network firms, together with  fees charged 
Details of safeguards applied to threats to independence

 

Material weaknesses in internal control identified during the audit 
Identification or suspicion of fraud involving management and/or others 
which results in material misstatement of the financial statements



Non compliance with laws and regulations 
Expected modifications to auditor's report 
Uncorrected misstatements 
Significant matters arising in connection with related parties 
Significant matters in relation to going concern  
Matters in relation to the Group audit  

ISA (UK&I) 260, as well as other ISAs, prescribe matters which we are required to 
communicate with those charged with governance, and which we set out in the table 
opposite.  
This document, The Audit Findings, outlines those key issues and other matters 
arising from the audit, which we consider should be communicated in writing rather 
than orally, together with an explanation as to how these have been resolved. 

Respective responsibilities
The Audit Findings Report has been prepared in the context of the Statement of 
Responsibilities of Auditors and Audited Bodies issued by Public Sector Audit 
Appointments Limited (http://www.psaa.co.uk/appointing-auditors/terms-of-
appointment/)
We have been appointed as the Council's independent external auditors by the Audit 
Commission, the body responsible for appointing external auditors to local public 
bodies in England at the time of our appointment. As external auditors, we have a 
broad remit covering finance and governance matters. 
Our annual work programme is set in accordance with the Code of Audit Practice 
('the Code') issued by the NAO (https://www.nao.org.uk/code-audit-practice/about-
code/). Our work considers the Council's key risks when reaching our conclusions 
under the Code. 
It is the responsibility of the Council to ensure that proper arrangements are in place 
for the conduct of its business, and that public money is safeguarded and properly 
accounted for.  We have considered how the Council is fulfilling these 
responsibilities.

Communication of audit matters
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Appendix A: Action Plan
Priority
High - Significant effect on control systemMedium - Effect on control systemLow - Best practice

Rec
No. Recommendation Priority Management response

Implementation date & 
responsibility

1 Implement the contract management ‘lessons 
learned’ report actions, and regularly update 
the Audit and Assurance Committee with 
progress

High Agreed. The lessons leaned Action Plan now forms part 
of the Annual Governance Statement Action Plan 
2017/18. The delivery of the actions will be reported to 
the Audit and Assurance Committee on a quarterly 
basis.

May 2018
Katherine Fairclough Chief 
Executive

Appendices
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Appendix B: Draft proposed audit opinion
We anticipate we will provide an unqualified opinion on the accounts and an "except for" VfM conclusion in relation to looked after children and 
contractual management

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CUMBRIA 
COUNTY COUNCIL
We have audited the financial statements of Cumbria County Council (the 

"Authority") for the year ended 31 March 2017 under the Local Audit and 
Accountability Act 2014 (the "Act"). 
The financial statements comprise the Authority Comprehensive Income and 
Expenditure Statement, the Group Comprehensive Income and Expenditure 
Statement, the Authority Movement in Reserves Statement, the Group 
Movement in Reserves Statement the Authority Balance Sheet, the Group 
Balance Sheet, the Authority Cash Flow Statement and the Group Cash Flow 
Statement, Section 5 Statement of Accounting Policies, and the related notes 
1 to 44 and Group notes 1 to 17 and include the firefighters' pension fund 
financial statements comprising the Fund Account, the Net Assets Statement 
and the related notes 1 to 3.  The financial reporting framework that has been 
applied in their preparation is applicable law and the CIPFA/LASAAC Code 
of Practice on Local Authority Accounting in the United Kingdom 2016/17.
This report is made solely to the members of the Authority, as a body, in 
accordance with Part 5 of the Act and as set out in paragraph 43 of the 
Statement of Responsibilities of Auditors and Audited Bodies published by 
Public Sector Audit Appointments Limited. Our audit work has been 
undertaken so that we might state to the Authority’s members those matters 
we are required to state to them in an auditor's report and for no other 
purpose. To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the Authority and the Authority's members 
as a body, for our audit work, for this report, or for the opinions we have 
formed.

Respective responsibilities of the Assistant Director Finance (Section 151 
Officer) and auditor
As explained more fully in the Statement of Responsibilities for the Statement of 
Accounts, the Assistant Director Finance (Section 151 Officer) is responsible for the 
preparation of the Statement of Accounts, which includes the financial statements, in 
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice 
on Local Authority Accounting in the United Kingdom 2016/17, which give a true and 
fair view. Our responsibility is to audit and express an opinion on the financial 
statements in accordance with applicable law, the Code of Audit Practice published 
by the National Audit Office on behalf of the Comptroller and Auditor General (the 
“Code of Audit Practice”) and International Standards on Auditing (UK and Ireland). 
Those standards require us to comply with the Auditing Practices Board’s Ethical 
Standards for Auditors.
Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the 
financial statements sufficient to give reasonable assurance that the financial 
statements are free from material misstatement, whether caused by fraud or error. 
This includes an assessment of whether the accounting policies are appropriate to 
the Authority and Group's circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of significant accounting estimates made 
by the Assistant Director Finance (Section 151 Officer); and the overall presentation 
of the financial statements. In addition, we read all the financial and non-financial 
information in the Narrative Statement and the Annual Governance Statement to 
identify material inconsistencies with the audited financial statements and to identify 
any information that is apparently materially incorrect based on, or materially 
inconsistent with, the knowledge acquired by us in the course of performing the audit. 
If we become aware of any apparent material misstatements or inconsistencies we 
consider the implications for our report.
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Opinion on financial statements
In our opinion: the financial statements present a true and fair view of the financial 

position of the Authority and Group as at 31 March 2017 and of the 
Authority's and Group's expenditure and income for the year then 
ended; and the financial statements have been prepared properly in accordance 
with the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom 2016/17 and applicable law.

Opinion on other matters
In our opinion, the other information published together with the audited 
financial statements in the Narrative Statement and the Annual 
Governance Statement for the financial year for which the financial 
statements are prepared is consistent with the audited financial 
statements.
Matters on which we are required to report by exception
We are required to report to you if: in our opinion the Annual Governance Statement does not comply 

with the guidance included in ‘Delivering Good Governance in Local 
Government: Framework (2016)’ published by CIPFA and SOLACE; 
or we have reported a matter in the public interest under section 24 of 
the Act in the course of, or at the conclusion of the audit; or we have made a written recommendation to the Authority under 
section 24 of the Act in the course of, or at the conclusion of the 
audit; or we have exercised any other special powers of the auditor under the 
Act.

We have nothing to report in respect of the above matters.

Conclusion on the Authority’s arrangements for securing economy, efficiency 
and effectiveness in its use of resources

Respective responsibilities of the Authority and auditor

The Authority is responsible for putting in place proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources, to ensure proper 
stewardship and governance, and to review regularly the adequacy and effectiveness of 
these arrangements.
We are required under Section 20(1)(c) of the Act to be satisfied that the Authority has 
made proper arrangements for securing economy, efficiency and effectiveness in its use 
of resources. We are not required to consider, nor have we considered, whether all 
aspects of the Authority's arrangements for securing economy, efficiency and 
effectiveness in its use of resources are operating effectively.

Scope of the review of the Authority's arrangements for securing economy, 
efficiency and effectiveness in its use of resources
We have undertaken our review in accordance with the Code of Audit Practice, having 
regard to the guidance on the specified criteria issued by the Comptroller and Auditor 
General in November 2016, as to whether the Authority had proper arrangements to 
ensure it took properly informed decisions and deployed resources to achieve planned 
and sustainable outcomes for taxpayers and local people. The Comptroller and Auditor 
General determined this criteria as that necessary for us to consider under the Code of 
Audit Practice in satisfying ourselves whether the Authority put in place proper 
arrangements for securing economy, efficiency and effectiveness in its use of resources 
for the year ended 31 March 2017.
We planned our work in accordance with the Code of Audit Practice. Based on our risk 
assessment, we undertook such work as we considered necessary to form a view on 
whether in all significant respects the Authority has put in place proper arrangements for 
securing economy, efficiency and effectiveness in its use of resources.
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Basis for qualified conclusion 
In considering the Authority's arrangements for securing economy, 
efficiency and effectiveness in its use of resources we identified the 
following matters:
Firstly, in May 2012, Ofsted and the Care Quality Commission issued 
a joint report following their inspection of the Authority's services for 
child protection.  In May 2013, Ofsted issued a further report on child 
protection. The overall conclusion in both reports was that child 
protection arrangements were judged to be inadequate. In May 2015, 
Ofsted issued its report on the inspection of the Authority's services for 
looked after children.  The report concluded that child protection 
arrangements had improved, but require further improvement. The 
arrangements for looked after children were judged to be inadequate.  
The overall judgement on the arrangements for children's services 
was also inadequate.
This matter identifies weaknesses in the Authority's arrangements for 
responding to service delivery issues raised by regulators. Issues 
raised from regulatory reports have not been fully resolved.
This matter is evidence of weaknesses in proper arrangements for 
informed decision making and sustainable resource deployment in 
understanding and using appropriate and reliable financial information 
and performance information, including information from regulatory 
bodies, to support informed decision making and performance 
management; as well as planning, organising and developing the 
workforce effectively to deliver strategic priorities.

Secondly, following a legal contractual dispute settled in November 
2016 the Authority carried out a lessons learned review, which resulted 
in a number of agreed management actions in September 2017. These 
actions have been designed to address contractual management 
arrangements, which identified weaknesses on a specific contract, 
entered into by the Authority between 2005 and 2012. The actions also 
take into account the management of disputes, mediation and legal 
proceedings up to November 2016. The Authority acknowledges that, it 
needs to improve the robustness of its overarching contract 
management arrangements with appropriate capacity, capability, 
performance monitoring, risk and escalation management of all major 
contracts, and improved arrangements for the management of contract 
disputes and litigation, if required in the future. 
This matter is evidence of weaknesses in proper arrangements for 
informed decision making and working with partners and third parties 
with inadequate governance arrangements for contractual 
management and ineffective working with third parties.

Qualified conclusion 
On the basis of our work, having regard to the guidance on the 
specified criteria issued by the Comptroller and Auditor General in 
November 2016, except for the effects of the matters described in the 
Basis for qualified conclusion paragraphs above, we are satisfied that 
in all significant respects, the Authority put in place proper 
arrangements for securing economy, efficiency and effectiveness in its 
use of resources for the year ended 31 March 2017.
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Delay in certification of completion of the audit
We cannot formally conclude the audit and issue an audit certificate for 
the Authority for the year ended 31 March 2017 in accordance with the 
requirements of the Act and the Code of Audit Practice until we have 
completed our consideration of an objection brought to our attention by a 
local authority elector under Section 27 of the Act. We are satisfied that 
this matter does not have a material effect on the financial statements or 
on our conclusion on the Authority's arrangements for securing 
economy, efficiency and effectiveness in its use of resources for the year 
ended 31 March 2017.
To be signed
Gareth Kelly 
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
110 Queen Street
Glasgow
G1 3BX
To be dated
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Chartered Accountants
Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW1 2EP.
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This Audit Findings report highlights the key findings arising from the audit that are significant to the responsibility of those charged with governance, which in the case of 
Cumbria Local Government Pension Scheme is the Audit and Assurance Committee, to oversee the financial reporting process, as required by International Standard on 
Auditing (UK & Ireland) 260, the Local Audit and Accountability Act 2014 and the National Audit Office Code of Audit Practice. Its contents have been discussed with 
management. 
As auditor we are responsible for performing the audit, in accordance with International Standards on Auditing (UK & Ireland), which is directed towards forming and 
expressing an opinion on the financial statements that have been prepared by management with the oversight of those charged with governance. The audit of the financial 
statements does not relieve management or those charged with governance of their responsibilities for the preparation of the financial statements. 
The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed primarily for the 
purpose of expressing our opinion on the financial statements. Our audit is not designed to test all internal controls or identify all areas of control weakness. However, 
where, as part of our testing, we identify any control weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose defalcations or 
other irregularities, or to include all possible improvements in internal control that a more extensive special examination might identify. 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.
We would like to take this opportunity to record our appreciation for the kind assistance provided by the finance team and other staff during our audit.
Yours sincerely
Gareth Kelly
Engagement lead

Grant Thornton UK LLP 
110 Queen Street
Glasgow
G1 3BX
www.grant-thornton.co.uk 

25 September 2017
Dear Members
Audit Findings for Cumbria Local Government Pension Scheme for the year ending 31 March 2017

Cumbria County Council
Cumbria House
117 Botchergate 
Carlisle
Cumbria
CA1 1RZ
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Section 1: Executive summary

We plan to give an unqualified opinion on the financial 
statements. We have not identified any adjustments affecting the 
primary statements, and any adjustments identified are to 
memorandum disclosure notes only, all of  which management 
have amended. 
We are pleased to report that the Pension Scheme officers have 
produced good quality financial statements for 2016/17, in 
terms of  both compliance with the CIPFA Code of  Practice 
and supporting working papers.

01. Executive summary
02. Audit findings

04. Communication of audit matters

03. Fees, non audit services and independence
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Executive summary

Purpose of this report
This report highlights the key issues affecting the results of Cumbria Local 
Government Pension Scheme ('the Scheme') and the preparation of the Scheme’s 
financial statements for the year ended 31 March 2017. It is also used to report our 
audit findings to management and those charged with governance in accordance 
with the requirements of International Standard on Auditing (UK & Ireland) 260,  
and the Local Audit and Accountability Act 2014 ('the Act').  
Under the National Audit Office (NAO) Code of Audit Practice ('the Code'), we are 
required to report whether, in our opinion, the Scheme's financial statements give a 
true and fair view of the financial position of the Scheme. 
Introduction
In the conduct of our audit we have not had to alter or change our audit approach, 
which we communicated to you in our Audit Plan dated 20 March 2017.
Our audit is substantially complete although we are finalising our procedures in the 
following areas: 
• completion of the final specialist partner review;
• reviewing the final version of the financial statements;
• obtaining and reviewing the management letter of representation; and
• updating our post balance sheet events review, to the date of signing the opinion.
We received draft financial statements and accompanying working papers at the 
commencement of our work, in accordance with the agreed timetable.
Key audit and financial reporting issues
Financial statements opinion
We have not identified any adjustments that impact upon primary statements and 
any adjustments identified are within memorandum disclosure notes only, all of 
which management has amended in the final set of financial statements.

Adjustments noted within memorandum disclosure notes are as follows:
• note 10h fair value hierarchy had £10.413 million categorised as level 2 

investments, when the correct category was level 1.  The comparator for 
2015/16 of £8.813 million was also amended; and

• pension officers identified at the start of the audit two errors within the mix of 
note 10i for the reconciliation of fair value measurements within level 3.  This 
included a transposition error and £3.72 million classified in the wrong heading.

We have also identified some other disclosure and presentational adjustments, and 
these are set out on page 19 of this report.  Some other minor presentational 
adjustments recommended to improve the financial statements disclosures were 
also made by management, but these do not warrant separate reporting.
Other key messages arising from our audit of the Scheme's financial statements 
are:
• the Pension Scheme officers have produced good quality financial statements 

for 2016/17, in terms of both compliance with the CIPFA Code of Practice 
and supporting working papers;

• the Pension Scheme officers responded to audit queries timely including those 
relating to the technical review questions; 

• the cyclical specialist technical review of the financial statements raised minor 
issues which management amended; and

• there are no recommendations made as part of our report.
We anticipate providing a unqualified audit opinion in respect of the financial 
statements and this is included at Appendix A. We have also included our 
anticipated unqualified opinion on the Annual Report at Appendix B.
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Executive summary

Controls
Roles and responsibilities
The Scheme's management is responsible for the identification, assessment, 
management and monitoring of risk, and for developing, operating and monitoring 
the system of internal control.
Our audit is not designed to test all internal controls or identify all areas of control 
weakness.  However, where, as part of our testing, we identify any control 
weaknesses, we report these to the Scheme. 
Findings
Our work has not identified any control weaknesses which we wish to highlight for 
your attention.
Further details are provided within section two of this report.
The way forward
Matters arising from the financial statements audit have been discussed with the 
Assistant Director – Finance and the pensions finance team.
Acknowledgement
We would like to take this opportunity to record our appreciation for the assistance 
provided by the pensions finance team and other staff during our audit.
Grant Thornton UK LLP
September 2017
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Section 2: Audit findings

This section summarises the findings of  the audit, the final level 
of  materiality used, and the work undertaken against the risks 
we have identified. We also conclude on the accounting policies, 
estimates and judgments used.  
There are no significant issues to raise. We have not identified 
any adjustments affecting the primary statements, and any 
adjustments identified are to memorandum disclosure notes 
only, all of  which have been amended by management.

01. Executive summary
02. Audit findings
03. Fees, non audit services and independence
04. Communication of audit matters
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Audit findings

In performing our audit, we apply the concept of materiality, following the requirements of International Standard on Auditing (UK & Ireland) (ISA) 320: Materiality in 
planning and performing an audit. The standard states that 'misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could 
reasonably be expected to influence the economic decisions of users taken on the basis of the financial statements'. 
As we reported in our Audit Plan, we determined overall materiality to be £23.364 million, being 1% of net assets.  We have considered whether this level remained 
appropriate during the course of the audit and have made no changes to our overall materiality.
We also set an amount below which misstatements would be clearly trivial and would not need to be accumulated or reported to those charged with governance because we 
would not expect that the accumulated effect of such amounts would have a material impact on the financial statements. We have defined the amount below which 
misstatements would be clearly trivial to be £1.168 million. This remains the same as reported in our Audit Plan.
As we reported in our Audit Plan, we identified the following items where we decided that were sensitive and where lower materiality levels were appropriate. These remain 
the same as reported in our Audit Plan.

Balance/transaction/disclosure Explanation Materiality level
Management expenses Due to public interest in these disclosures and the statutory 

requirement for them to be made.
£100,000

Related party transactions Due to public interest in these disclosures and the statutory 
requirement for them to be made.

£20,000

Materiality

Misstatements, including omissions, are considered to be material if they, individually or in the aggregate, could reasonably be expected to influence the economic 
decisions of users taken on the basis of the financial statements; Judgments about materiality are made in light of surrounding circumstances, and are affected by 
the size or nature of a misstatement, or a combination of both; and Judgments about matters that are material to users of the financial statements are based on a 
consideration of the common financial information needs of users as a group. The possible effect of misstatements on specific individual users, whose needs may 
vary widely, is not considered. (ISA (UK&I) 320)
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Audit findings against significant risks
Risks identified in our Audit Plan Work completed Assurance gained and issues arising

1. The revenue cycle includes fraudulent 
transactions
Under ISA (UK&I) 240 there is a presumed risk 
that revenue may be misstated due to the 
improper recognition of revenue. 
This presumption can be rebutted if the auditor 
concludes that there is no risk of material 
misstatement due to fraud relating to revenue 
recognition.

Having considered the risk factors set out in ISA240 and the 
nature of the revenue streams at Cumbria Local Government 
Pension Scheme, we have determined that the risk of fraud 
arising from revenue recognition can be rebutted, because:
• there is little incentive to manipulate revenue recognition;
• opportunities to manipulate revenue recognition are very 

limited; and
• the culture and ethical frameworks of local authorities, 

including Cumbria County Council as the administering 
authority, mean that all forms of fraud are seen as 
unacceptable.

Therefore we do not consider this to be a significant risk for 
Cumbria Local Government Pension Scheme.

Our audit work has not identified any material 
issues in respect of revenue recognition.

2. Management over-ride of controls
Under ISA (UK&I) 240 it is presumed  that the 
risk of  management  over-ride of controls is 
present in all entities.

We have undertaken the following work in relation to this risk:
• review of accounting estimates, judgments and decisions 

made by management;
• review of journal entry process and selection of unusual 

journal entries for testing back to supporting documentation; 
and

• review of unusual significant transactions.

Our audit work has not identified any evidence of 
management over-ride of controls. In particular, the 
findings of our review of journal controls and testing 
of journal entries has not identified any significant 
issues. 
We set out later in this section of the report our 
work and findings on key accounting estimates and 
judgments.

Audit findings

In this section we detail our response to the significant risks of material misstatement which we identified in the Audit Plan.  As noted in our Plan, there are two presumed 
significant risks which are applicable to all audits, as set out below.

"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions that are unusual, due to 
either size or nature, and that therefore occur infrequently. Judgmental matters may include the development of accounting estimates for which there is 
significant measurement uncertainty." (ISA (UK and Ireland) 315) . In making the review of unusual significant transactions "the auditor shall treat identified 
significant related party transactions outside the entity's normal course of business as giving rise to significant risks." (ISA (UK and Ireland) 550)
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Audit findings against significant risks continued

Risks identified in our Audit Plan Work completed Assurance gained and issues arising
3. Level 3 Investments – Valuation is incorrect

Under ISA 315 significant risks often relate to 
significant non-routine transactions and 
judgmental matters.  Level 3 investments by 
their very nature require a significant degree of 
judgment to reach an appropriate valuation at 
year end.

We have undertaken the following work in relation to this risk:
• gained an understanding of the process for valuing level 3 

investments through discussions with relevant personnel from 
the Pension Scheme;

• performed walkthrough tests of the controls identified in the 
process;

• for a sample of investments, tested valuations by obtaining and 
reviewing the audited accounts at latest date for individual 
investments and agreeing these to the fund manager reports at 
that date.  This included reconciliation to the values at 31st
March 2017 with reference to known movements in the 
intervening period;

• reviewed the qualifications of Scheme managers as experts to 
value the level 3 investments at year end and gain an 
understanding of how the valuation of these investments has 
been reached;

• reviewed the nature and basis of estimated values and 
considered what assurance management has over the year-end 
valuations provided for these types of investments; and

• reviewed the competence, expertise and objectivity of any 
management experts used.

Our audit work has not identified any issues relating 
to the valuation of level 3 investments. 

Audit findings

We have also identified the following significant risk of material misstatement from our understanding of the entity. We set out below the work we have completed to 
address this significant risk.

476



© 2017 Grant Thornton UK LLP  |  Audit Findings Report for Cumbria Local Government Pension Scheme |  2016/17 11

Audit findings against other risks
Transaction cycle Description of risk Work completed Assurance gained & issues arising

Investment Income Investment activity not 
valid. (Occurrence) 
Investment income not 
accurate. (Accuracy)

We have undertaken the following work in relation to this risk:
 gained an understanding of the processes for investment income through 

discussions with relevant personnel from the Pension Scheme;
 performed a walkthrough to gain assurance that the in-year controls were 

operating in accordance with our documented understanding: and
 reviewed the reconciliation of information provided by the Scheme managers, 

the custodian and the Pension Scheme's own records and sought 
explanations for variances.

Our audit work has not identified any 
significant issues in relation to the risk 
identified.

Investment  
purchases and 
sales

Investment valuation not 
correct. (Valuation)

We have undertaken the following work in relation to this risk:
 gained an understanding of the processes for investment sales and 

purchases through discussions with relevant personnel from the Pension 
Scheme;

 performed a walkthrough to gain assurance that the in-year controls were 
operating in accordance with our documented understanding; and

 reviewed the reconciliation of information provided by the Scheme managers, 
the custodian and the Pension Scheme's own records and sought 
explanations for variances.

Our audit work has not identified any 
significant issues in relation to the risk 
identified.

Audit findings

In this section we detail our response to the other risks of material misstatement which we identified in the Audit Plan.  
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Audit findings against other risks (continued)
Transaction cycle Description of risk Work completed Assurance gained & issues arising

Investment values –
Level 2 investments

Valuation is incorrect. 
(Valuation)

We have undertaken the following work in relation to this risk:
 gained an understanding of the process for valuing level 2 

investments through discussions with relevant personnel from 
the Pension Scheme;

 performed a walkthrough to gain assurance that the in-year 
controls were operating in accordance with our documented 
understanding;

 we have reviewed the reconciliation of information provided by 
the Scheme managers, the custodian and the Pension 
Scheme's own records and sought explanations for variances; 
and

 for direct property investments agreed values in total to valuer's 
report and undertaken steps to gain reliance on the valuer as an 
expert. 

Our audit work has not identified any significant issues in 
relation to the risk identified.

Contributions Recorded contributions 
not correct (Occurrence)

We have undertaken the following work in relation to this risk:
 gained an understanding of the process for contributions through 

discussions with relevant personnel from the Pension Scheme;
 performed a walkthrough to gain assurance that the in-year 

controls were operating in accordance with our documented 
understanding;

 controls testing over occurrence, completeness and accuracy of 
contributions; and

 rationalised contributions received with reference to changes in 
member body payrolls and numbers of contributing pensioners 
and ensured that any unexpected trends were satisfactorily 
explained.

Our audit work has not identified any significant issues in 
relation to the risk identified.

Audit findings
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Audit findings against other risks (continued)
Transaction 
cycle

Description of risk Work completed Assurance gained & issues arising

Benefits payable Benefits improperly
computed/claims liability 
understated. 
(Completeness, accuracy 
and occurrence)

We have undertaken the following work in relation to this risk:
 gained an understanding of the process for benefits payable 

through discussions with relevant personnel from the Pension 
Scheme;

 performed a walkthrough to gain assurance that the in-year controls 
were operating in accordance with our documented understanding;

 performed controls testing over, completeness, accuracy and 
occurrence of benefit payments; 

 tested a sample of individual pension payments by reference to 
member files; and

 rationalised pensions paid with reference to changes in pensioner 
numbers and increases applied in the year and ensured that any 
unusual trends were satisfactorily explained.

Our audit work has not identified any significant issues 
in relation to the risk identified.

Member Data Member data not correct. 
(Rights and Obligations)

We have undertaken the following work in relation to this risk;
 gained an understanding of the process for member data 

administration through discussions with relevant personnel from the 
Pension Scheme;

 performed a walkthrough to gain assurance that the in-year controls 
were operating in accordance with our documented understanding,

 controls testing over annual/monthly reconciliations and verifications 
with individual members, and

 sample tested changes to member data made during the year to 
source documentation.

Our audit work has not identified any significant issues 
in relation to the risk identified.

Audit findings
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Accounting policies, estimates and judgments
Accounting area Summary of policy Comments Assessment
Revenue recognition  Contribution income: normal 

contributions for both employees and 
employers and bulk transfers are 
accounted for on an accruals basis.

 Individual transfers to the scheme are 
recognised on a receipts basis.

 Investment Income: the Scheme 
adopts several different recognition 
approaches dependent on the types of 
investment as disclosed within the 
financial statements.

 The revenue recognition policy is consistent with the prior period, meet the 
requirements of the Code of Practice on Local Authority Accounting and is in line 
with the example financial statements.

 There is limited judgment involved in revenue recognition as a result of: 
• contributions rates are known in advance via the triennial valuation of the 

scheme;
• investment income following market trends and is overseen by the Custodian 

and transfers are subject to defined actuarial calculations; and 
• there being agreement between the bodies.

 Our testing has not identified any inappropriate revenue recognition.


(Green)

Judgments and 
estimates

Key estimates and judgments include;
 Pension Scheme valuations and 

settlements,
 investment valuation, and
 provisions.

 Policies are consistent with the prior period, meet the requirements of the Code of 
Practice on Local Authority Accounting and are in line with the CIPFA example 
financial statements.

 Judgments are made regarding the present value of promised retirement 
benefits, the fair value of investments and the ability of debtors to pay. The 
Scheme employs an independent actuary, valuer and custodian and uses 
previous experience of debt recovery to inform judgments made .

 We have confirmed that the work of the actuary is in line with professional 
standards and regulation, and that they are a reliable source of estimation 
relating to the pension scheme liabilities.


(Green)

Assessment
 Marginal accounting policy which could potentially attract attention from regulators (Red)
 Accounting policy appropriate but scope for improved disclosure (Amber)  
 Accounting policy appropriate and disclosures sufficient (Green)

Audit findings

In this section we report on our consideration of accounting policies, in particular revenue recognition policies,  and key estimates and judgments made and included 
with the Scheme's financial statements.  
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Accounting policies, estimates and judgments continued
Accounting area Summary of policy Comments Assessment
Going concern The Assistant Director – Finance as s151 

Officer has a reasonable expectation that the 
services provided by the Scheme will 
continue for the foreseeable future.  For this 
reason, the Scheme continue to adopt the 
going concern basis in preparing the financial 
statements.

As auditors, we are required to “obtain sufficient appropriate audit 
evidence about the appropriateness of management's use of the 
going concern assumption in the preparation and presentation of the 
financial statements and to conclude whether there is a material 
uncertainty about the entity's ability to continue as a going concern” 
(ISA (UK&I) 570). 
We have reviewed the Scheme’s assessment and are satisfied with 
management's assessment that the going concern basis is 
appropriate for the 2016/17 financial statements.


(Green)

Other accounting policies We have reviewed the Scheme's other 
accounting policies against the requirements 
of the CIPFA Code and accounting 
standards.

The financial statements included a disclosure note for contingent 
assets.  Disclosure was added to accounting policies to include 
contingent assets.
The Scheme's accounting policies are appropriate and consistent 
with previous years.


(Green)

Audit findings

.  

Assessment
 Marginal accounting policy which could potentially attract attention from regulators (Red)
 Accounting policy appropriate but scope for improved disclosure (Amber)  
 Accounting policy appropriate and disclosures sufficient (Green)
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Other communication requirements
Issue Commentary

1. Matters in relation to fraud  We have previously discussed the risk of fraud with the Audit and Assurance Committee. We have not been made aware of any 
significant incidents in the period and no other issues have been identified during the course of our audit procedures.

2. Matters in relation to related 
parties

 From the work we carried out, we have not identified any related party transactions which have not been disclosed.

3. Matters in relation to laws and 
regulations

 You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have not 
identified any incidences from our audit work.

4. Written representations  A standard letter of representation has been requested from the Pension Scheme.
5. Confirmation requests from 

third parties 
 We obtained direct confirmations from all external scheme managers and custodian for investment balances and requested 

management permission to send confirmation requests for bank and investment balances. This permission was granted and the 
requests were sent.  All requests were returned with positive confirmation. 

6. Disclosures  Our review found no material omissions in the financial statements.  Minor adjustments were identified and amended by management
to enhance existing disclosures as outlined below.

 A table was added into Note 23 Actuarial Position of the fund to disclose the relationship of the retirement benefits to net assets; into 
into Note 14 Financial Instruments to disclose the foreign exchange risk sensitivity analysis; and into Note 10g Fair Value basis of 
valuation to disclose the sensitivity of level 3 investments.

7. Matters on which we report by 
exception

 We are required to report by exception where the Pension Scheme Annual Report is inconsistent with the financial statements.  We 
did not identify any significant issues to report on this matter.

 We are required to give a separate opinion for the Pension Fund Annual Report on whether the financial included therein are 
consistent with the audited financial statements.  We reviewed the content of the Annual Report to ensure compliance with relevant 
technical guidance.  We have not identified any issues from our work.

Audit findings

We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.
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Internal controls
We considered and walked through the internal controls for Investments, Contributions, Benefits Payable, and Member Data as set out on pages 10 to 13 and the 
controls were found to be operating effectively.
We have no matters to report to the Audit and Assurance Committee.

Audit findings

"The purpose of an audit is for the auditor to express an opinion on the financial statements. 
Our audit included consideration of internal control relevant to the preparation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal control. 
The matters being reported are limited to those deficiencies that the auditor has identified during the audit and that the auditor has concluded are of sufficient 
importance to merit being reported to those charged with governance." (ISA (UK&I) 265) 
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Unadjusted misstatements

Audit findings

We have not identified any issues that management are not adjusting that impact upon the primary statements.  

Adjusted misstatements
We are required to report all non-trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management. We have not 
identified any issues that management are adjusting that impact upon the primary statements.  

Unadjusted misstatements in the previous year
The unadjusted misstatement of £3.751 million identified in the 2015/16 audit does not have an impact on the 2016/17 financial statements, as this related to asset 
valuations at 31 March 2016.  
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Misclassifications and disclosure changes
Audit findings

Adjustment 
type

Value
£'000

Account 
balance

Changes to the financial statements

1 Disclosure n/a Note 2 –
Accounting 
policies

An accounting policy for contingent assets was added.   

2 Classification 10,413 for 
2016/17

8,813 for 2015/16

Note 10h – Fair 
value hierarchy

£10.413 million of quoted pooled assets were categorised as level 2.  The quoted pooled assets have 
been amended in the note to be classified as level 1.
The 2015/16 comparator of £8.803 million was also amended from level 2 to level 1 for 
consistency, and to reflect the level 1 classification from the audited 2015/16 financial statements.

3 Classification
3,720

7,845

Note 10i –
Reconciliation of 
fair value 
measurement 
within level 3

The classification within the note was incorrect due to two issues:
• purchases during the year for private/unquoted equity were overstated by £3.720 million, and the 

unrealised gains understated by £3.720 million. This was due to an error in the allocation of 
management expenses within the note, and

• the realised and unrealised movements on investment property were  transposed incorrectly.  
The amended financial statements record the £7.845 million unrealised gain and the £1.021 
million realised loss in the correct lines.

Pension Scheme officers highlighted both of these amendments to the audit team at the start of the 
audit. 

4 Disclosure n/a various A table was added into the following notes to enhance existing disclosure:
• Note 23 Actuarial Position of the fund - to disclose the relationship of the retirement benefits to 

net assets
• Note 14 Financial Instruments - to disclose the foreign exchange risk sensitivity analysis; and 
• Note 10g Fair Value basis of valuation - to disclose the sensitivity of level 3 investments.

The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.  
All of the adjustments identified in this section are within disclosure notes and there is no impact upon the primary financial statements.  
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Section 3: Fees, non-audit services and independence

This section sets out the audit fee and our independence 
considerations.  There are no changes to the audit fee or 
independence considerations as previously reported to you in 
the Audit Plan. 

01. Executive summary
02. Audit findings
03. Fees, non audit services and independence
04. Communication of audit matters
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We confirm below our final fees charged for the audit and confirm there were no fees for the provision of non audit services.
Independence and ethics
Ethical standards and International Standards on Auditing (ISA) 260 require us to 
give you full and fair disclosure of matters relating to our independence. 
We confirm that there are no significant facts or matters that impact on our 
independence as auditors that we are required or wish to draw to your attention. We 
have complied with the Auditing Practices Board's Ethical Standards and confirm 
that we are independent and are able to express an objective opinion on the financial 
statements.
We confirm that we have implemented policies and procedures to meet the 
requirements of the Auditing Practices Board's Ethical Standards.

Fees, non audit services and independence

Fees
Per Audit Plan

£
Actual fees

£
Pension Scheme scale fee 24,620 24,620
Agreed fee variation – IAS 19 2,040 2,040
Total audit fees (excluding VAT) 26,660 26,660

The proposed fees for the year were in line with the scale fee set by Public 
Sector Appointments Ltd (PSAA) for the main audit.
The agreed fee variation for IAS 19 above takes account of the work we 
are required to undertake for admitted bodies within the PSAA regime and 
is consistent with that requested in prior years.  The fee variation has been 
approved by PSAA.

Independence and ethics
We confirm that there were no fees for the provision of non audit services . 
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Section 4: Communication of  audit matters

This section summarises our communication requirements to 
you as 'those charged with governance'.  We confirm that all 
required reporting is included within the Audit Plan or this 
Audit Findings Report.

01. Executive summary
02. Audit findings

03. Fees, non audit services and independence
04. Communication of audit matters
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Communication to those charged with governance
Our communication plan

Audit 
Plan

Audit 
Findings

Respective responsibilities of auditor and management/those charged 
with governance



Overview of the planned scope and timing of the audit. Form, timing 
and expected general content of communications



Views about the qualitative aspects  of the entity's accounting and 
financial reporting practices, significant matters and issues arising 
during the audit and written representations that have been sought



Confirmation of independence and objectivity  
A statement that we have complied with relevant ethical requirements 
regarding independence,  relationships and other matters which might  
be thought to bear on independence. 
Details of non-audit work performed by Grant Thornton UK LLP and 
network firms, together with  fees charged 
Details of safeguards applied to threats to independence

 

Material weaknesses in internal control identified during the audit 
Identification or suspicion of fraud involving management and/or others 
which results in material misstatement of the financial statements



Non compliance with laws and regulations 
Expected modifications to auditor's report, or emphasis of matter 
Unadjusted misstatements and material disclosure omissions 
Significant matters arising in connection with related parties 
Significant matters in relation to going concern  

International Standards on Auditing ISA (UK&I) 260, as well as other ISAs, prescribe 
matters which we are required to communicate with those charged with governance, 
and which we set out in the table opposite.  
This document, the Audit Findings Report, outlines those key issues and other 
matters arising from the audit, which we consider should be communicated in writing 
rather than orally, together with an explanation as to how these have been resolved.  

Respective responsibilities
The Audit Findings Report has been prepared in the context of the Statement of 
Responsibilities of Auditors and Audited Bodies issued by Public Sector Audit 
Appointments Limited (http://www.psaa.co.uk/appointing-auditors/terms-of-
appointment/)
We have been appointed as the Scheme's independent external auditors by the 
Audit Commission, the body responsible for appointing external auditors to local 
public bodies in England at the time of our appointment. As external auditors, we 
have a broad remit covering finance and governance matters. 
Our annual work programme is set in accordance with the Code of Audit Practice 
('the Code') issued by the NAO (https://www.nao.org.uk/code-audit-practice/about-
code/). Our work considers the Scheme's key risks when reaching our conclusions 
under the Code. 

Communication of audit matters
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Appendices

Appendices

A. Draft proposed audit opinion on the financial statements
B. Draft proposed audit opinion on the annual report
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Appendix B: Draft proposed audit opinion on the financial statements
We anticipate we will provide the Scheme with an unmodified audit report on the financial statements

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CUMBRIA COUNTY COUNCIL
We have audited the pension scheme financial statements of Cumbria County Council (the "Authority") for the 
year ended 31 March 2017 under the Local Audit and Accountability Act 2014 (the "Act"). The pension scheme 
financial statements comprise the Pension Fund Account, the Net Assets Statement and the related notes.  The 
financial reporting framework that has been applied in their preparation is applicable law and the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2016/17.
This report is made solely to the members of the Authority, as a body, in accordance with Part 5 of the Act and 
as set out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies published by 
Public Sector Audit Appointments Limited. Our audit work has been undertaken so that we might state to the 
members those matters we are required to state to them in an auditor's report and for no other purpose. To the 
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Authority and 
the Authority's members as a body, for our audit work, for this report, or for the opinions we have formed.
Respective responsibilities of the Assistant Director - Finance and auditor
As explained more fully in the Statement of Responsibilities for the Statement of Accounts, the Assistant 
Director - Finance is responsible for the preparation of the Authority’s Statement of Accounts, which includes the 
pension scheme financial statements, in accordance with proper practices as set out in the CIPFA/LASAAC 
Code of Practice on Local Authority Accounting in the United Kingdom 2016/17, which give a true and fair view. 
Our responsibility is to audit and express an opinion on the pension scheme financial statements in accordance 
with applicable law, the Code of Audit Practice published by the National Audit Office on behalf of the 
Comptroller and Auditor General (the “Code of Audit Practice”)  and International Standards on Auditing (UK and 
Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for 
Auditors.
Scope of the audit of the pension scheme financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to 
give reasonable assurance that the financial statements are free from material misstatement, whether caused by 
fraud or error. This includes an assessment of whether the accounting policies are appropriate to the pension 
scheme’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of 
significant accounting estimates made by the Assistant Director - Finance; and the overall presentation of the 
pension scheme financial statements. In addition, we read all the financial and non-financial information in the 
Authority's Statement of Accounts to identify material inconsistencies with the audited pension scheme financial 
statements and to identify any information that is apparently materially incorrect based on, or materially 
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of 
any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on the pension scheme financial statements
In our opinion:  the pension scheme financial statements present a true and fair view of the financial transactions of the 

pension scheme during the year ended 31 March 2017 and of the amount and disposition at that date of 
the scheme’s assets and liabilities, and the pension scheme financial statements have been properly prepared in accordance with the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 and 
applicable law.

Opinion on other matters
In our opinion, the other information published together with the audited pension scheme financial statements in the 
Authority's Statement of Accounts for the financial year for which the financial statements are prepared is 
consistent with the audited pension scheme financial statements.

Gareth Kelly
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
110 Queen Street
Glasgow
G1 3 BX
To be dated 2017 

Appendices
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Appendix C: Draft proposed audit opinion on the annual report
We anticipate we will provide the scheme with an unmodified audit report

Independent auditor’s report to the members of Cumbria County Council on the consistency of the 
pension scheme financial statements included in the pension scheme annual report
Opinion
The pension scheme financial statements of Cumbria County Council (the "Authority") for the year ended 31 
March 2017 which comprise the pension fund account, the net assets statement and the related notes of 
Cumbria Local Government Pension Scheme are derived from the audited pension scheme financial 
statements for the year ended 31 March 2017 included in the Authority's Statement of Accounts (the 
“Statement of Accounts”). 

In our opinion, the accompanying scheme financial statements are consistent, in all material respects, with 
the audited financial statements in accordance with proper practices as defined in the CIPFA/LASAAC Code 
of Practice on Local Authority Accounting in the United Kingdom 2016/17 and applicable law.

Pension scheme annual report - Pension scheme financial statements 

The pension scheme annual report and the pension scheme financial statements do not reflect the effects of 
events that occurred subsequent to the date of our report on the Statement of Accounts. Reading the pension 
scheme financial statements and the auditor’s report thereon is not a substitute for reading the audited 
Statement of Accounts and the auditor’s report thereon.

Who we are reporting to

This report is made solely to the members of the Authority, as a body, in accordance with Part 5 paragraph 
20(5) of the Local Audit and Accountability Act 2014 and as set out in paragraph 43 of the Statement of 
Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. Our 
work has been undertaken so that we might state to the members of the Authority those matters we are 
required to state to them in an auditor's report and for no other purpose. To the fullest extent permitted by 
law, we do not accept or assume responsibility to anyone other than the Authority and the Authority's 
members as a body, for our audit work, for this report, or for the opinions we have formed.

The audited financial statements and our Report thereon

We expressed an unmodified audit opinion on the pension scheme financial statements in the Statement of 
Accounts in our report dated xxxxxxx 2017.

Assistant Director – Finance responsibilities for the pension scheme financial statements in the 
pension scheme annual report 

Under the Local Government Pension Scheme Regulations 2013 the Chief Financial Officer of the Authority is 
responsible for the preparation of the pension scheme financial statements, which must include the fund 
account, the net asset statement and supporting notes and disclosures prepared in accordance with proper 
practices. Proper practices for the pension scheme financial statements in both the Statement of Accounts 
and the pension scheme annual report are set out in the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in the United Kingdom 2016/17. 

Auditor's responsibility
Our responsibility is to express an opinion on whether the pension scheme financial statements in the 
pension scheme annual report are consistent, in all material respects, with the audited pension scheme 
financial statements in the Statement of Accounts based on our procedures, which were conducted in 
accordance with International Standard on Auditing 810 (Revised), Engagements to Report on Summary 
Financial Statements.  

Gareth Kelly
for and on behalf of Grant Thornton UK LLP, Appointed Auditor
110 Queen Street
Glasgow
G1 3 BX
To be dated 2017
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