
AUDIT AND ASSURANCE COMMITTEE

Meeting date: 27th July 2018

From: Director of Finance (S151 Officer) 

AUDIT 2017/18 - OVERVIEW

1.0 EXECUTIVE SUMMARY

1.1 The Unaudited Accounts for the Council and the separate Cumbria 
Local Government Pension Scheme (Cumbria LGPS) 2017/18 were 
published on 31st May 2018 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 8 and 9). 

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 2017/18 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 embedding of contract 
management procedures. 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 Audit Findings Report for the Council’s Accounts concludes that 
again the Council has achieved a very high quality of financial 
reporting, with working papers being to a good 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. 



1.6 The Council’s draft primary statements required no adjustments. There 
were also a few very minor typographical amendments required to the 
disclosure notes. 

1.7 While the aim is to provide a completely “clean” set of accounts, it is 
exceptional for any Council not to have some amendments to their 
unaudited accounts given the scale of the exercise (resulting in a 240 
page document) and the complex and technical requirements for 
completion. 

1.8 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 has 
shortened for 2017/18 to the 31st May (unaudited) from the 30th June 
and to the 31st July (audited) from the 30th September whilst resources 
are being reduced across the Council and in finance has been 
challenging.  

1.9 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 was one 
recommendation arising from the audit and two adjustments made to 
the disclosure notes 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.

1.10 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 7a – Cumbria 
County Council 
Agenda item 7b – Cumbria LGPS

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

Agenda item 7c –– Note: 
Cumbria LGPS from page 172 to 
240

The Statements of Accounts Port 
of Workington Harbour Accounts 
2017/18

Agenda Item 7d

1.11 The Audit and Assurance Committee is required to approve the audited 
set of accounts for the Council (Agenda Item 7c) and Port of 
Workington (Agenda Item 7d) at this meeting in accordance with the 
Accounts and Audit Regulations 2015, and the Council’s Constitution.



1.12 The Committee is also asked to consider the Letters of Representation 
(Agenda Item 7a and Agenda Item 7b), 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 Director of Finance, 
as the s151 Officer, and the Chief Executive 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 8). In particular, to note: 

I. The headline issues arising from the audit (Page 3)

II. Audit Findings (Page 4)

c) Consider the matters set out by Grant Thornton in the Audit 
Findings Report – Cumbria Local Government Pension Scheme 
Audit 2017/18 (Agenda Item 9). In particular, to note: 

I. The Key Audit and Financial Reporting Issues (Page 3)

II. Audit Findings (Page 4)

d) Approve management’s decision not to adjust for the item raised in 
the unadjusted misstatement section of the CCC Audit Findings 
Report (page 24). 

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 Director of 
Finance, as the Council’s Section 151 (Local Government Act 1972) 
Officer to sign the letters. (Agenda items 7a and 7b).

f) Approve the Cumbria County Council Accounts 2017/18 which 
incorporates the Cumbria Local Government Pension Scheme 
Accounts on behalf of the Council. (Agenda item 7c).

g) Approve the Port of Workington Harbour Accounts 2017/18 on 
behalf of the Council. (Agenda item 7d). 



h) Authorise the Director of 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 7c and 7d).

i) Agree the completed Action Plan to the Audit Findings Report for 
the Council (Agenda item 8 page 21.) 

j) Agree the completed Action Plan to the Audit Findings Report for 
the Council (Agenda item 9 page 12.) 

4.0 BACKGROUND

4.1 The Unaudited Accounts for the County Council and the Cumbria Local 
Government Pension Scheme (Cumbria LGPS) were published on 31st May 
2018 in line with the Accounts and Audit Regulations 2015. The Chair and 
Vice-Chair of the Committee have been briefed throughout the accounts 
closure process. 

4.2 Grant Thornton has now substantially completed their audit work and at this 
meeting will present the Audit Findings Reports for 2017/18 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 20th July 2018.

Statement of Accounts – Cumbria County Council

4.4 In summary, the Audit Findings Report (contained at Agenda Item 8 on 
today’s Agenda) comments that “The Accounts have been prepared to a 
very high standard and the finance team have produced good working 
papers and have also been responsive to our audit queries. A good 
achievement, especially in the context of a complex set of accounts, and the 
shorter closedown period and tighter statutory deadlines.”

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 no misstatements in the primary 
statements, In addition there were only a few very minor typographical 
changes required to disclosure notes. 

4.7 The audit has continued to identify a non-material issue from the 2016/17 
audit as management have decided not to adjust the 2017/18 financial 
statements for the issue and have chosen to correct the issue when the 
asset is next revalued. For this reason it is continuing to be reported as an 
unadjusted misstatement.  The detail is below:



 £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 in 2016/17. Members will remember this 
was reported last year. As the amount is not material the valuation will 
be corrected at the date of next valuation. The £0.9 million represents 
0.08% of the Property, Plant and Equipment net book value at 31st 
March 2018.

4.8 The Committee is asked to approve management’s decision not to adjust for 
the item raised in the unadjusted misstatements section of the Audit Findings 
Report (page 24) and detailed in paragraph 4.7 above as they are not 
material to the results of the Council and the financial position of the Council 
at the year-end. 

4.9 The detailed Auditor’s findings on the financial statements are set out on 
pages 5 to 13 of the Audit Findings Report. 

4.10 The key messages of the Council’s Accounts 2017/18 are set out in the 
Narrative Statement to the Statement of Accounts (Agenda Item 7c, pages 
3-20). 

4.11 In respect of Usable Reserves the Council agreed a target of £10m for the 
General Fund Balance when setting the 2017/18 Budget in February 2017. 
For 2018/19 Council agreed a target of £10m when setting the 2018/19 
budget in February 2018.  The General Fund Balance as at 31st March 2018 
is £10.472m an increase of £1.055m from 31st March 2017. This increase is 
made up of a planned transfer to reserves of £0.742m and the net outturn for 
the year of £0.311m. 

4.12 Overall the Council, as at 31st March 2018 has a negative Balance Sheet 
position with Total Net Liabilities of £41.477m. Members will remember that 
the Council also had a negative Balance Sheet position as at 31st March 
2017. The negative Balance Sheet is predominantly as a result of the 
Pension Liability from £739m in 2017/18 a decrease from £837m in 2016/17. 
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. 

4.13 The Total Reserves of (£41.477m) is made up of £88.455m of usable (cash 
backed) reserves offset by the negative unusable reserves position 
(£129.932m) which are not cash backed. 

4.14 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 2018 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 (16 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 2016. 

4.15 Grant Thornton’s report contains one recommendation relating to the 
accounting ledger feeder systems (Agenda item 8 page 21). 

Recommendation CCC Response By Whom and When 

Review the processes and 
controls in the EPROC 
system to ensure liabilities 
recorded at year-end are 
true creditor balances.

Continued training on the e-
proc system data input 
requirements for all users to 
minimise errors in respect of 
the system automated 
creditors at the year end. This 
will be complemented by the 
manual review by budget 
holders as part of their 
monthly monitoring and the 
Finance Team as part of 
established year end 
processes.

Group Finance 
Manager – 
Corporate 
Accounting (Lead)

31st March 2019

The objection for 2016/17 is ongoing and the External Auditor will provide an 
update to the Committee. The objection is expected to be concluded shortly.

Statement of Accounts – Cumbria Local Government Pension Scheme

4.16 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 9) summarises the findings from Grant 
Thornton’s review of the draft Cumbria LGPS Accounts for 2017/18. 

4.17 The AFR for the Cumbria LGPS finds that the Accounts for 2017/18 
contained no errors affecting the primary statements. 

4.18 The Auditor’s report contains one recommendation. (Agenda item 9 page 
12).  

4.18.1 The recommendation relates to information provided by Cumbria LGPS to 
the scheme actuary on behalf of scheme employers.  The information 
provided by the Fund (which is used to calculate the IAS 19 figures 
reported in the accounts of those employers) for two employers contained 
errors.  

4.18.2 One error related to member numbers and had no impact on the 
employer’s IAS19 accounting figures.  The other related to incomplete 
cash flow data and, whilst the employers core statements didn’t require 
adjustment (as the impact was below their trivial threshold), they were 
required to make some amendments to disclosure notes in their accounts.



Recommendation: Management Response: By Whom and When:

Complete a 
reasonableness 
check of all 
information prior to 
its submission to 
the actuary for the 
production of IAS19 
accounting figures. 

Ensure that 
scheduled and 
admitted bodies 
formally sign off 
information 
submitted to the 
actuary both for the 
initial and any re-
run of IAS19 
accounting figures.

The process for collating information 
for IAS19 calculations (including re-
runs) has been reviewed and a number 
of additional procedures will be 
introduced to mitigate the risk of similar 
errors occurring in the future. These 
include:

• A review of membership numbers 
and payroll data will be undertaken 
before each IAS19 run with a separate 
manual check being undertaken where 
the figures differ by more than 20% 
from the previous year; and

• A manual check of all re-run IAS19 
calculations to ensure that these 
reconcile to data submissions signed 
off by employers.  If any changes are 
proposed to the data submissions 
already signed off by employers, these 
will be brought to the employer’s 
attention and we further sign-off 
required prior to their being submitted 
to the scheme actuary.

It should be noted that, whilst 
employers are required to include the 
IAS19 valuation of their Pension Fund 
assets and liabilities within their 
balance sheet, these do not affect the 
contributions payable by the employer 
to the Pension Fund.

Senior Manager – 
Pensions & 
Financial Services

Implemented July 
2018

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

 A table was added to Note 23 - Actuarial Position of the Fund, that 
disclosed the relationship of the Fund’s promised retirement benefits 
to its net assets as at 31st March 2018. This was added in accordance 
with the Fund’s requirement under IAS26.

 It was originally noted that there were 128 employers within the Fund 
as at 31st March 2018 however, one of these had been double 
counted. The correct number of employers in the Fund at 31st March 
2018 was 127.



4.20 An number of minor changes have been made to the wording and 
presentation of disclosure notes throughout the Financial Statements to 
improve their clarity and consistency. 

4.21 A comprehensive report on the performance of the Cumbria Local 
Government Pension Scheme in 2017/18 will be provided in the Annual 
Report which is to be published by December 2018 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 £140m to £2.563bn.

 The Fund met its own benchmark over 1 year and outperformed the 
benchmark over 3 years (by 1.3% pa), 5 years (by 1.4% pa) and 10 
years (by 0.5% pa). The 10 year performance of the Fund is an 
average return of 7.3% per annum. 

 The funding level estimate is 98% (2017 94%) at 31st March 2018.

Value for Money

4.22 The Audit Findings Report – Cumbria County Council sets out audit findings 
in relation to the Value for Money assessment (pages 14 to 18). 

4.23 Grant Thornton carried out an initial risk assessment in January and 
February 2018 and communicated the significant risks they identified to the 
Committee in December 2017. The audit review focused on three areas 
accordingly :-

 Actions taken by the Council to improve Children’s Services and the 
result of the re-inspection by Ofsted in November 2017.

 The robustness of the Council’s MTFP and the extent to which it has 
identified savings to mitigate financial pressures. 

 Weaknesses in contract management identified by the Council’s Amey 
Lessons Learnt review

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

4.25 Grant Thornton intend to issue a qualified “except for” conclusion stating that 
with the exception of the matter identified in respect of embedding its 
contract management arrangements the Council had proper arrangements in 
all significant respects to secure value for money through economic, efficient 
and effective use of its resources for the year ended 31st March 2018. The 
Auditor sets out the Council’s progress in delivering the actions contained in 
the Amey Lessons Learnt report and acknowledges process and system 
improvements.  



4.26 In respect of the Medium Term Financial Plan (MTFP) and budget planning 
the External auditor acknowledges the commitment of the Council in its long 
term planning for financial sustainability and makes recommendations 
relating to the Council’s continuing efforts, financial planning and adequacy 
of reserves. 

4.27 There are the following recommendations in respect of the value for money 
conclusion.

Recommendation CCC Response By Whom and When 

Reserves / MTFP
Continue to closely monitor the 
use of usable reserves position in 
the context of the Council’s 
medium term financial 
sustainability. 

The reserves position is 
monitored and reported 
formally to Cabinet on a 
quarterly basis. In preparing 
the Annual Budget and 
MTFP, a full review and 
forecast of total reserves is 
undertaken. 

Director of Finance

Ongoing. Quarterly 
reporting to cabinet

Continue to develop and plan 
how areas of potential income 
generation and further cost and 
demand management will be 
used to support sustainable 
delivery in the longer term.

The Council Plan (2018-
2022) sets out a clear 
commitment to develop future 
budgets which consider the 
opportunity to maximise 
income and focus on demand 
management and cost 
management of services 
which as a whole, along with 
other news ways of working 
aim to deliver financial 
sustainability within the 
challenging context for local 
government and the 
uncertainties about future 
funding

Extended 
Leadership Team – 
Director of Finance 
(lead)

Ongoing council 
budget 2019/20 to 
be presented to 
council 14th 
February 2019

Contract Management
Seek assurances and evidence 
that the new contractual 
management arrangements 
continue to be embedded across 
the Council and implement the 
external review contract risk 
management review 
recommendations.

Significant progress has been 
made to implement the 
improvements, and further 
work continues to embed the 
new arrangements in 18/19. 
The internal task group is 
continuing to meet to oversee 
this and the implementation 
of the ZM recommendations.

Executive Director – 
Corporate, 
Customer & 
Community (lead) 

Ongoing



Letter of Representation

4.28 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 Director of 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 Director of 
Finance (s151 Officer) and Chief Executive. The draft letters of 
Representation in respect of the two sets of Accounts are attached as 
Agenda items 9a and 9b. If any amendments are required then these will be 
presented on the day. 

4.29 Full copies of the updated audited Statement of Accounts 2017/18 are 
attached to this report (Agenda item 9c) 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 
20th July.  The draft, unaudited Accounts were published on the Council’s 
website on 31st May. The Audited Accounts 2017/18 will also be published 
on the website by the 31st July, upon receipt of the signed Auditor’s opinion. 

Statement of Accounts – Port of Workington Harbour Accounts 2017/18

4.30 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. 

4.31 The Port of Workington is below the £6.5m turnover Companies Act 
threshold. The Council has prepared a statement of accounts for the Port of 
Workington that includes the following:

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

4.32 Grant Thornton have performed a limited audit 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.



4.33 This report presents the audited Port of Workington Harbour Accounts 
2017/18 (Agenda item 7d).

4.34 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. 

2017/18 Statement of Accounts

4.35 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. 

4.36 For 2017/18 the Port of Workington had a net income budget of (£0.181m), 
this was revised during the year to (£0.170m). The outturn for the year was a 
surplus of £0.066m giving an overspend of £0.104m against the (£0.170m) 
net income budget. 

4.37 In 2017/18 there was an increase of £0.205m in operating income from the 
previous year whilst expenditure had increased by £0.139m leading to a 
movement of £0.066m from the break even position in 2016/17 to a trading 
surplus of £0.066m. 

4.38 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 £2.730m. When these are added to the 
trading surplus of £0.066m it gives a loss for the year of £2.664m.  

4.39 The Balance Sheet reports Total Assets of £22.720m consisting wholly of 
Property, Plant and Equipment.  

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

Debt Management

4.41 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. 

4.42 In respect of Adult Social Care debt the opening balance as at 1st April 2017 
was £14.6m, and the closing balance as at 31st March 2018 was £13.6m 
(Note 29 Nature and Extent of Risks Arising from Financial Instruments – 
credit risk section - of the Statement of Accounts contains further details). 

4.43 The Council’s total non-Adult Social Care debt at the start of the year was 
£5.6m and ended the year at £5.7m. These debts are part of the balances 
shown in Note 28 Short Term Debtors and Prepayments of the Statement of 
Accounts.



4.44 A total of £0.044m (2016/17 £0.076m) debt was written off during the year. 
There were no individual debts over £10,000 this year or last year. 

4.45 The Council introduced its Fair Debt Policy in 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. This policy 
will be reviewed in 2018/19. 

Julie Crellin
Director of Finance (s151 Officer)
20th July 2018

APPENDICES
None 

BACKGROUND PAPERS
None
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