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• does not comply with disclosure requirements set out in CIPFA/SOLACE guidance or is misleading or inconsistent with the 
information of which we are aware from our audit
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(3,527)

Nil

Overall impact (2.673) Nil (2.673)
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We are required under 

Section 20(1)(c) of the Local 

Audit and Accountability Act 

2014 to satisfy ourselves 

that the Council has made 

proper arrangements for 

securing economy, 

efficiency and effectiveness 

in its use of resources. The 

Code of Audit Practice 

issued by the National Audit 

Office (NAO) requires us to 

report to you our 

commentary relating to 

proper arrangements.  

We report if significant 

matters have come to our 

attention. We are not 

required to consider, nor 

have we considered, 

whether all aspects of the 

Council’s arrangements for 

securing economy, 

efficiency and effectiveness 

in its use of resources are 

operating effectively.

2

Section Page

Executive Summary 3

Commentary on the Council’s arrangements to secure economy, efficiency and 

effectiveness in its use of resources 5

Financial Sustainability 6

Governance 18

Improving economy, efficiency and effectiveness 27

COVID 19 arrangements 32

Opinion on the financial statements 35

Appendices

A – The responsibilities of the Council

B – Risks of significant weaknesses – our procedures and findings

C – An explanatory note on recommendations

D – Use of formal auditors’ powers

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 for the purpose of completing our work under the NAO 

Code and related guidance. Our audit is not designed to test all arrangements in respect of value for 

money. However, where, as part of our testing, we identify significant weaknesses, we will report these to 

you. In consequence, our work cannot be relied upon to disclose all irregularities, or to include all possible 

improvements in arrangements 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.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. 

Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is available from our 

registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. 

Grant Thornton UK LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the 

member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its 

member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts 

or omissions.
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Executive summary Financial sustainability

Overall we are satisfied that the Council had appropriate arrangements in place to manage 

the financial resilience risks it faced with regard to budget setting and the medium term 

financial plan. We have not identified any significant weaknesses but have identified 

opportunities for improvement. Specifically, recommendations cover:

• reporting the outturn position promptly to Members after the year end;

• including a summary of the financial risks within the budget, their potential impact, and 

mitigation within the Section 25 Statement in the budget report;

• providing Council with accurate advice, with specialist external support sought if 

required, when considering key decisions;

• providing budget and performance information for treasury management activities in key 

treasury reports; and

• undertaking a risk based calculation for the minimum level of General Fund balances.

Further details and management responses are provided on pages 13-17.

Governance

We have not identified any areas of significant weakness in the Council’s governance 

arrangements with regard to managing risk, setting ethical standards, internal control and 

budget monitoring. We have made improvement recommendations to:

• improve capacity within the finance team to produce timely financial statements in line 
with statutory deadlines and respond to audit queries on a timely basis

• ensure Internal Audit recommendations relating to risk management are implemented;

• risks should be mapped to corporate priorities;

• review and approve an updated Confidential Reporting Code; 

• improve processes for officer declarations of interest and declaration of gifts;

• embed the new strengthened budget monitoring processes for 2022/23; and

• providing sufficient narrative in the outturn report to explain budget variances.

Further details and management responses are provided on pages 21-27.

3

Value for money arrangements 

Under the National Audit Office (NAO) Code of Audit Practice ('the Code'), we are required to 

consider whether the Council has put in place proper arrangements to secure economy, efficiency 

and effectiveness in its use of resources. We are required to report in more detail on the Council's 

overall arrangements, as well as key recommendations on any significant weaknesses in 

arrangements identified during the audit. 

2020/21 was an unprecedented year in which the Council operated with the majority of its staff 

home working whilst supporting local businesses and residents through the pandemic. The 

Council incurred significant budget pressures relating to Covid-19 that included additional costs as 

services responded to the pandemic and reductions in income and transformation savings. As at 

June 2021 the Council had administered £51.8m in government funded business support grants 

and awarded £0.2m to residents through local council tax reduction hardship grants. Against this 

background, and after accounting for government funding of £0.7m in Covid-19 support grant and 

£0.2m reimbursement for lost income, the Council achieved a surplus on the budgeted position of 

£1.8m.

We have not identified any significant Value for Money (VFM) weaknesses, but have identified a 

number of opportunities for improvement, which are set out in detail within our report. We have no 

issues to report following a review of the Council’s arrangements and ongoing response to 

COVID.

Note improvement recommendations raised have been written in the context of the upcoming 

local government reorganisation and may be appropriate to carry forward into the new 

Westmorland and Furness Unitary Council.

Improving economy, efficiency and effectiveness

We have not identified any areas of significant weakness in arrangements with regard 

to improving economy, efficiency and effectiveness. We have made improvement 

recommendations that the Council should:

• update its Data Quality Statement; and

• develop a corporate benchmarking approach.

Further details and management responses are provided on pages 31-32.

Criteria Risk assessment Finding

Financial 

sustainability

No risks of significant weakness 

identified

No significant weaknesses in 

arrangements identified, but five 

improvement recommendations 

made

Governance No risks of significant weakness 

identified

No significant weaknesses in 

arrangements identified, but seven 

improvement recommendations 

made

Improving economy, 

efficiency and 

effectiveness

No risks of significant weakness 

identified

No significant weaknesses in 

arrangements identified, but two 

improvement recommendations 

madeNo significant weaknesses in arrangements identified.

No significant weaknesses in arrangements identified, but improvement 

recommendations made.

Significant weakness in arrangements identified and key recommendation 

made.
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Under International Standards of Audit (UK) (ISAs) and 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 the 

Council’s income and expenditure for the year;  and

• have been properly prepared in accordance with the 

CIPFA/LASAAC code of practice on local authority 

accounting and prepared in accordance with the Local 

Audit and Accountability Act 2014.

We are also required to report whether other information 

published together with the audited financial statements, 

including the Annual Governance Statement (AGS) and 

Narrative Report, is materially inconsistent with the financial 

statements or our knowledge obtained in the audit or 

otherwise appears to be materially misstated.

The late production of 2019/20 financial statements as well 

as the extended period it took to complete the audit as a 

result of Finance team capacity and COVID, meant it was 

only signed off in August 2021, 9 months after the statutory 

deadline of November 2020. Further capacity issues meant 

the 2020/21 Financial statements were not presented for 

audit until 22 December 2021. Due to capacity issues the 

Finance team did not have all the required working papers 

available at the start of the audit and responses to audit 

queries at times have been slow. The Audit was placed on 

hold, due to the external auditors having to complete NHS 

Audits from late April through to late June 2022.  

Our audit work was completed remotely from January 

through to August 2022. Full details of our findings from the 

audit are reported in our Audit Findings Report dated August 

2022.

Our work did not identify any material adjustments to the 

accounts but did contain 2 prior period adjustments to 

correct accounting treatment on disposal of infrastructure 

assets and s106 planning monies. 

We plan to give an unqualified opinion on the Council’s 

2020/21 financial statements in August 2022. 

4

Opinion on the financial 

statements
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Governance 

Arrangements for ensuring that 

the Council makes appropriate 

decisions in the right way. This 

includes arrangements for budget 

setting and management, risk 

management, and ensuring the 

Council makes decisions based 

on appropriate information.

Improving economy, efficiency 

and effectiveness 

Arrangements for improving the 

way the Council delivers its 

services.  This includes 

arrangements for understanding 

costs and delivering efficiencies 

and improving outcomes for 

service users.

Commentary on the Council's arrangements 
to secure economy, efficiency and 
effectiveness in its use of resources

Councils report on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the Council has made proper arrangements for securing economy, efficiency and effectiveness in 

its use of resources.

The National Audit Office’s Auditor Guidance Note (AGN) 03, requires us to assess arrangements under three areas:

5

Financial sustainability

Arrangements for ensuring the 

Council can continue to deliver 

services.  This includes  planning 

resources to ensure adequate 

finances and maintain sustainable 

levels of spending over the 

medium term (3-5 years).

All Councils are responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness from 

their resources.  This includes taking properly informed decisions and managing key operational and financial risks so that they

can deliver their objectives and safeguard public money. The Council’s responsibilities are set out in Appendix A.

Our commentary on each of these three areas, as well as the impact of Covid-19, is set out 

on pages 6 to 35. Further detail on how we approached our work is included in Appendix B.
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We considered how the Council:

• responded to the financial challenges 

posed by the Covid-19 pandemic;

• identifies all the significant financial  

pressures it is facing and builds these 

into its plans;

• plans to bridge its funding gaps and 

identify achievable savings;

• plans its finances to support the 

sustainable delivery of services in 

accordance with strategic and 

statutory priorities;

• ensures its financial plan is consistent 

with other plans such as workforce, 

capital, investment and other 

operational planning; and

• identifies and manages risk to 

financial resilience, such as 

unplanned changes in demand and 

assumptions underlying its plans.

Financial sustainability

6

Outturn 2020/21

The 2020/21 General Fund (GF) outturn position was a £1.8m surplus against the revised net budget requirement of £8.8m. This 

outturn position reflects financial pressures associated with the pandemic, including reductions in car parking income, reductions in 

savings realised from the transformation programme, and the additional costs of supporting services such as leisure and 

homelessness. The Council received significant financial support from the government to fund the costs of the pandemic, including 

£0.7m in general Covid-19 support grant and £0.2m in compensation for lost sales, fees and charges income. 

The favourable outturn position allowed the Council to make a £1.8m contribution to reserves to fund local government reorganisation 

and corporate priorities. The outturn position provides evidence that, the Council implemented adequate arrangements to manage the 

emerging financial impact of the pandemic throughout the financial year.

The pandemic also had a significant impact on the delivery of the capital programme with combined capital expenditure of £2.5m 

against a £6.6m budget. The Council recognised capital slippage would occur throughout the year and this was reported through the 

quarterly budget monitoring process.

We note that the 2020/21 outturn position was not formally reported to the Accounts and Governance Committee until December 

2021, with a brief narrative also included in the Quarter 2 Budget Monitoring Report 2021/22 to Executive in November 2021. We 

have made an improvement recommendation that, the outturn position should be reported to Members promptly after the year end,

and ideally in June or July once management accounts have been closed. This is so that the financial impact of the previous year’s 

outturn can be taken into account when monitoring the financial position for the new financial year.

Covid-19 arrangements

Covid-19 posed a significant financial challenge to the Council’s financial sustainability and made financial forecasting difficult, with 

announcements of national lockdowns and additional tranches of government support allocated to councils at short notice. The 

financial implications of the pandemic were modelled and reported to Executive in July 2020. At this point an estimated year end

deficit of £1.5m was identified as a result of increased support to leisure and reduced customer income from other services. 

The position continued to be closely monitored throughout the financial year and reported quarterly to Executive. The financial 

position gradually improved as the financial year progressed, with the forecasts taking account of the additional financial support 

announced by the Government.

As noted above in respect of the delivered outturn position, we considered that management’s arrangements were appropriate and 

proportionate in respect of the impact of Covid-19 on the Council’s financial sustainability. Initially forecast risks were identified early 

and ultimately offset partly by the award of additional Government funding, and partly through other service savings in professional 

fees, transport costs and revenue slippage.
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Executive.

The draft budget was made available for consultation with external stakeholders and 

members of the public from January 2021. Responses received were included as an 

appendix to the budget setting report in February 2021.

As a result of our work we have found no evidence of significant weaknesses in the Council’s 

budget setting arrangements. The Council adopts reasonable assumptions during the annual 

budget setting process.

Medium term financial plan (MTFP)

Review of the Council’s MTFP indicates that financial planning is based on realistic 

assumptions, although annual settlements and the delay of the fair funding review and 

business rate reset have made financial planning more difficult for all local government 

entities. The MTFP includes assumptions around key areas such as future government 

funding reform, the anticipated business rate reset, changes to the New Homes Bonus grant 

and inflation, as we would expect it to.

The MTFP approved in February 2021 for the period to 2024/25 forecasts a reduction in total 

government funding from £3.8m in 2021/22 to £3.2m in 2022/23. After adjusting for specific 

annual Covid-related funding, this accounts for a 10% forecast reduction. There is much 

uncertainty as to the financial impact and the timing of government funding reforms, but the 

Council is acting prudently in building forecast reductions into its financial planning. These 

can be updated once more information is known. It is noted that funding reforms have 

continued to be delayed, and are now not expected until 2023/24 at the earliest.

The Council keeps its financial plans under review and Members are kept informed 

throughout the budget process. The Executive and the Budget Planning Committee 

considered the MTFP Review in July 2020, with further updates provided throughout the 

budget setting process from December 2020 to February 2021. The MTFP position was 

updated in the year to reflect the impact of the pandemic, the refinement of the 2021/22 

budget estimates, confirmed council tax referendum limits and the local government finance 

settlement.

The Council takes a strategic approach to managing financial risks rather than managing 

them in the short term only. This is evidenced through the One Eden transformation 

programme, which is forecast to generate £1.2m of savings between 2021/22 and 2024/25 in 

order to balance the MTFP. The Council approved the One Eden programme, its associated 

workstreams and savings targets in February 2020. The programme is designed to deliver a

7

Budget 2021/22

The 2021/22 budget was set based on the funding announced in the local government 

finance settlement. This froze the Council’s funding assessment at previous levels but 

introduced additional measures to support councils through their recovery from the 

pandemic, such as another tranche of general Covid-19 funding, additional sales, fees and 

charges (SFC) compensation grant, and a new one-off tranche of New Homes Bonus grant.

The 2021/22 budget recognised that the Council would receive £0.3m in general Covid-19 

funding, £0.2m New Homes Bonus grant and £0.3m lower tier services grant. Business rate 

income reflected the £1.7m baseline funding, with an additional £0.5m in business rate 

growth forecast through the Cumbria Business Rates Pool.

Funding within the budget also included a £5 increase in council tax in accordance with 

national referendum principles.

The 2021/22 budget is not reliant on achieving recurring savings from service reductions to 

balance the overall financial position. Savings targets for 2021/22 relate to administrative 

building savings through the delivery of a single headquarters site, staff restructure savings 

and commercial income. These savings targets, that form part of the One Eden 

transformation programme, are discussed in more detail in our consideration of the Council’s 

medium term financial planning.

The budget report includes the Chief Finance Officer’s statement under Section 25 of the 

Local Government Act 2003 on the robustness of estimates and the adequacy of reserves. 

Although budget and financial planning reports do bring financial risks to Member’s attention, 

we consider that the explicit s25 Statement in the annual budget report would be 

strengthened if it summarised the key risks within the budget, their quantum, and how they 

are mitigated. This would help Members and other stakeholders understand financial risks, 

their consequences, and how they are being managed. We have therefore made an 

improvement recommendation that this information should be included in the s25 Statement.

There is adequate engagement from Members during the budget setting process. In 

February 2020 the Council approved the creation of the Budget Planning Committee to have 

strategic oversight over the budget throughout the year. The formal budget setting process 

for 2021/22 began in September 2020 with a review of the Medium Term Financial Strategy 

and Resources Plan, which was considered by both Budget Planning Committee and the 

Executive. The Budget Planning Committee considered budget and financial planning 

update reports as part of the budget setting timetable, in advance of their consideration by
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The Council has satisfied itself that it is appropriate to incur this expenditure in view of local 

government reorganisation and the creation of two new unitary authorities in Cumbria from 1 

April 2023. The case for a modern fit for purpose local service hub in Penrith is strengthened 

given the East / West configuration of the new unitary councils, and the large geographical 

area for the Eastern authority. The existing Town Hall and Mansion House are not 

considered fit for purpose and so not completing the work at Voreda House would leave the 

new Council with three administrative buildings, none of which are fit for purpose or 

financially efficient.

The Council does not have an active commercial property acquisition programme and did 

not make any new commercial property investments in 2020/21. The main commercial 

property that, the Council holds is New Squares, valued at £17m, which is let on a long term 

lease to mitigate against income risk to the Council. The MTFP includes £0.8m per annum 

income from New Squares over the period 2020/21 and 2024/25. The 2020/21 draft financial 

statements confirm this level of income was achieved in 2019/20 and 2020/21.

Council approved the annual review of the Treasury Management and Capital Strategy in 

February 2021. This confirms that there are no plans to borrow to fund the acquisition of 

investment properties for purely financial gain.

Commercial investment by local authorities has been under increasing scrutiny from HM 

Treasury and CIPFA. The Public Works Loan Board (PWLB) introduced new lending terms 

in November 2020 which support borrowing for Council functions, including housing and 

regeneration. Councils cannot access PWLB funding if they have investments purely for 

yield in their 3-year capital programmes. CIPFA, through the revised Prudential Code 

published in December 2021, have confirmed that commercial investments funded from 

borrowing are not regarded as prudent activity for Councils to undertake. 

Going forward, if the Council considers further commercial property investment they will 

need to ensure that they are not investing in assets purely for yield in order to ensure 

compliance with the Prudential Code and hence maintain access to PWLB funds.

The Council’s medium term financial planning has been superseded by plans for local 

government reorganisation in Cumbria, with savings targets relating to the One Eden 

programme tempered accordingly. The decision was made by the Secretary of State in July 

2021 to create two unitary councils in Cumbria that, incorporate the existing County and 

District Councils based upon an East and West geographical spilt.  Therefore Eden District

8

sustainable and fit for purpose Council that delivers savings through customer and service 

redesign, digital services, a single Council headquarters site and staff restructure.

The MTFP position approved in February 2021 shows a balanced position over the period to 

2024/25 after accounting for the £1.2m One Eden savings target, as set out in the table 

below. While the profile for savings delivery will require a modest use of reserves in the early 

years pf the programme, no net contribution from reserves is required as additional savings 

in later years will allow reserves to be replenished.

One of the key workstreams within One Eden is the creation of a modern, zero carbon 

Council hub. The Council approved the purchase of Voreda House in February 2020 and this 

was completed during 2020/21. The MTFP models annual service savings of £0.2m from 

operating a single site as well as additional commercial income from sharing the hub with 

key partner organisations. As part of the workstream the previous Council administrative 

building at Mansion House will be disposed of, and the Town Hall repurposed. 

Since the purchase of Voreda House the budget for the purchase and development of the 

site has increased from £2.3m to £4.1m, as the business case changed from a simple 

refurbishment to the creation of the net zero public services hub. The increased budget also 

reflects increased construction costs due to the pandemic and the costs of building to “passiv

haus” environmental standards.  The increase in budget includes £0.9m of Government 

grant funding to decarbonise the building. 

One Eden Savings Targets – February 2021 MTFP

Year 2021/22

£m

2022/23

£m

2023/24

£m

2024/25 Total

£m

One Eden Target 0.803 0.244 0.025 0.145 1.217

Savings Identified 0.590 0.220 0.320 0.087 1.217

Use of Reserves 0.213 0.024 (0.295) 0.058 0

MTFP budget gap 0 0 0 0 0
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information on housing units transferred against the plan, occupancy rates, income, and 

loans drawn down.

Considering the defined nature of commercial activity undertaken by the Heart of Cumbria 

Limited, we consider these governance arrangements for reporting the activity of the 

company to the Council adequate. We note that following a governance review, the Council 

approved the decision to dissolve Heart of Cumbria Ltd in February 2021.

It is recognised by the Council that, the company is a complex vehicle to manage 81 ready-

built affordable homes and that the rent restrictions associated with affordable housing limits 

commercial returns. The Council has commissioned external advisors to compare the 

financial returns over 24 years and this has identified the Council would receive £0.3m 

additional income over the period if the properties were held on the Council’s balance sheet.

The Council had previously considered the future of the company in 2019, when bringing the 

operation in-house was discounted due to advice given that this would require the Council to 

set up a housing revenue account (HRA) and that right to buy legislation could lead to the 

loss of some properties as affordable housing.

It has since been clarified that this advice was not correct due to de-minimis levels for the 

number of properties required to set up an HRA, and due to S106 planning agreements 

requiring dwellings to remain affordable in perpetuity, which makes right to buy purchases 

less attractive.

We are therefore making an improvement recommendation that when Council is considering 

key decisions, such as the provision of services by the company or in-house, it should be 

ensured that they are provided with accurate advice, with specialist external support sought 

if required. 

Capital strategy and treasury management

The Council approved the Capital Programme, Treasury Management and Capital Strategy 

in February 2021. These documents set out the Council’s capital expenditure, capital 

financing and borrowing projections.

The approved capital programme 2021/22 to 2024/25 totals £10.3m and supports strategic 

priorities including the single administrative site at Voreda House and loans to the Heart of 

Cumbria Ltd. The programme is mainly funded through £3.2m of capital grants and £4.7m

9

Council will cease to exist and will form part of Westmorland and Furness Unitary from 1 

April 2023. The estimated savings within the submission to the Secretary of State are 

between £19.1m and £31.6m per annum. Local government reorganisation is now the 

strategic response to creating financial sustainability and improving service delivery for the 

whole of Cumbria.

From our work we have found no evidence of significant weakness in the Council’s financial 

planning arrangements. 

Heart of Cumbria Ltd

The Council has a wholly owned subsidiary Heart of Cumbria Ltd, which supports the 

acquisition of affordable housing for the rental market. The Council approved the company’s 

business plan in February 2018, which is based on the transfer of completed properties over 

a period of time by the developer for the Carleton Meadows site.

As at 31 March 2021 the company had acquired 37 units with a commitment to acquire a 

further 44 over the medium term. Council has approved loans to a value of £5m for the 

company to provide the funds to acquire the properties, although the majority has not yet 

been drawn down. As at 31 March 2021 the company had £1.4m of loans outstanding with 

the Council. The Council budgets for interest income on these loans, which is forecast to 

increase to £0.2m by 2024/25 as the remaining  loans profiled in the capital programme are 

drawn down. 

We have reviewed the governance arrangements for the Heart of Cumbria Ltd. The 

company currently has 2 Directors. One of these Directorships is filled through an external 

appointment, with the other filled by the Council’s Deputy Chief Executive. We do not 

consider that this creates any conflict of interest because the Deputy Chief Executive 

absents himself when company matters are discussed at Council, and he does not 

undertake S151 or Monitoring Officer roles for the Council. 

Board meetings are minuted and have a standard agenda that includes financial report, risk 

register and key issues. The Council’s Deputy Leader is the shareholder representative for 

the Council and attends most Board meetings as an observer.

Overview and Scrutiny Committee received an annual update on the company in September 

2020. The financial implications of the Council’s involvement with the Heart of Cumbria Ltd 

are reported in the revenue and capital budget reports. The Deputy Chief Executive sends 

shareholder update notes to Executive Members after each Board meeting, which provide
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We have found no evidence of significant weakness in the Council’s capital and treasury 

arrangements.

Reserves and risk mitigation

As at 31 March 2021 the Council held £3m in unallocated General Fund (GF) reserves and 

earmarked revenue reserves of £14.1m. The MTFP approved in February 2021 does not 

forecast any net use of the GF balance up to 2024/25. A £2.2m contribution from earmarked 

reserves is budgeted in 2021/22 from specific reserves to fund Heart of Cumbria loans, 

transformation and the capital programme.

The level of unallocated GF reserves held at 31 March 2021 represents 38% of the £8m net 

budget requirement for 2021/22, and is in excess of the CIPFA benchmark of 5-10%. In the 

December 2020 MTFP update report to Executive, the Chief Finance Officer confirmed that 

the current balance of £3.2m represented 40% of the net budget, which provides a healthier 

position and significant short term protection against a volatile financial outlook.

While the Council did have a significant unallocated GF balance as at 31 March 2021, we 

have made an improvement recommendation that the Council should consider a risk based 

calculation for the minimum level of unallocated reserves. This is to ensure that the reserves 

held are sufficient to mitigate the specific financial risks that the Council faces.

The graph overleaf demonstrates that the Council is not an outlier when compared to nine 

“nearest neighbours”, based on council type and population served, for the total level of 

unallocated and earmarked revenue reserves in proportion to net service spend. The 

Council’s reserves represent 117.8% of net service spend compared to an average of 

115.4%. The data is derived from the 2019/20 financial statements because 2020/21 

includes the significant Section 31 Collection Fund grants thus making comparisons difficult.

10

direct revenue or reserve funding. There is only £1.9m of borrowing forecast to fund the 

programme, with the Council remaining debt free as at 31 March 2021. The increase in 

borrowing is forecast for 2021/22 and 2022/23 and relates to the work to refurbish Voreda

House and redevelop the Town Hall. The MTFP profiles corresponding increases in 

borrowing costs of £0.04m in 2021/22 and £0.05m in 2022/23.

The Council’s Capital Financing Requirement (CFR) is £1.4m as at 31 March 2021, an 

increase of £0.4m from the previous year. After taking into account the increases in 

borrowing to fund the capital programme, the Capital Strategy forecasts a rise in the CFR to 

£3.9m by 2023/24. As the Council’s debt is forecast to rise, so is the minimum revenue 

provision to repay the debt, rising from £0.01m in 2021/22 to £0.12m by 2023/24.

The Council remains debt free, with borrowing to date carried out internally against cash 

reserves. Utilising surplus cash reduces borrowing costs and also reduces counter party risk 

with regard to external investments. The Treasury Management Strategy recognises the 

need to balance the benefits related to minimising external borrowing with liquidity needs 

and medium term interest rate risk. 

We note that the Treasury Management Strategy does not set out the forecast interest 

income from treasury investments and loans to the Heart of Cumbria Ltd. While this 

information is set out in the budget report, we consider it best practice that, as the key 

treasury document, the Treasury Management Strategy should set out the budget for 

treasury investments and loan interest income. The Strategy should provide a 

comprehensive and complete picture of treasury activity. 

The Treasury Management Mid Year Review 2020/21 was considered by Council in 

November 2020. This includes outturn information relating to 2019/20 but does not provide 

updates on performance against budget for 2020/21 for treasury management borrowing 

costs or investment income. 

We have made an improvement recommendation that budget and performance information 

should be provided for treasury management activities in key treasury reports.

The Council undertook daily cash flow monitoring during 2020/21. Despite the impact of the 

pandemic creating cost pressures and reducing income, the Council did not experience any 

liquidity issues during the year. Cash flow benefited from the government funding that the 

Council received and the Covid business grant funding that the Council administered. 
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Analysis of the Council’s total earmarked and unallocated revenue reserves over the last five 

years shows that they have increased from £14.4m in 2016/17 to £17.1m in 2020/21, as 

demonstrated in the graph below. The position reflects that reported in the annual financial 

statements.

There is no evidence that the Council is using reserves to support balancing the financial 

position over the medium term. The 2021/22 budget did not rely on the use of GF balances 

and the contribution from earmarked reserves was for specific corporate priorities funded 

from reserves.

We note that the 2022/23 budget, the last year of operation for Eden District Council, does 

include a £1.1m contribution from the GF balance and a £3.6m contribution from earmarked 

reserves. This is within the context of local government reorganisation (LGR), with 

earmarked reserves funding £1.6m of LGR implementation costs, and £1.1m ensuring 

corporate priorities can be achieved in the last year of the Council. The forecast level of 

unallocated GF balance would still equate to 27% of the £8.9m net budget requirement. We 

will review the 2022/23 budget setting process in more detail as part of our 2021/22 value for 

money work.
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We have found no evidence of significant weakness with regard to the Council’s reserves 

strategy and mitigation of risk. The Council should continue to review the level of 

reserves it holds in order to ensure that they are adequate to mitigate financial risk, and 

that the Council can respond to unforeseen budget variances without impacting on its 

ability to deliver corporate priorities. We have made an improvement recommendation 

that the Council should consider a risk based calculation for the recommended level of 

GF balances.
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1 Recommendation Report the  outturn position to Members promptly after the year end, and ideally in June or July 

once management accounts have been closed. 

Why/impact Prompt reporting of financial outturn represents good financial governance,  allowing for the 
financial impact of the previous year’s outturn to be taken into account when monitoring the 
financial position for the new financial year.

Summary findings The 2020/21 outturn position was not formally reported to the Accounts and Governance 

Committee until December 2021, with a brief narrative also included in the Quarter 2 Budget 

Monitoring Report 2021/22 to Executive in November 2021.

Management 
comment

The delay in being able to provide an outturn position for 2020/21 was due to the delay in audit 
and final approval of the accounts for 2019/20. Providing only a Net Cost of Services outturn 
without the reserves and general fund balances was considered to be misleading and therefore 
not appropriate to provide. For 2021/22, the audit has also extended past the original planned 
date, however we intend to publish the outturn position to members in September, bringing it 
forward from last year by 2 months to make it more useful.

The range of recommendations that external auditors can make is explained in Appendix C.



© 2022 Grant Thornton UK LLP. Auditor’s Annual Report | August 2022

Public

Improvement recommendations

Financial sustainability

14

2 Recommendation Include a summary of the financial risks within the budget, their potential impact, and how the 

risks are mitigated within the Section 25 statement within the annual budget report.

Why/impact This would help Members and other stakeholders understand financial risks, their consequences, 
and how they are being managed. 

Summary findings The budget report includes the Chief Finance Officer’s statement under Section 25 of the Local 

Government Act 2003 on the robustness of estimates and the adequacy of reserves. 

Although budget and financial planning reports do bring financial risks to Member’s attention, we 

consider that the explicit s25 Statement in the annual budget report would be strengthened if it 

summarised the key risks within the budget, their quantum, and how they are mitigated.

Management 
comment

We accept that this is a reasonable provision. The budget for 2022/23 has already been 
published and the budgets for 2023/24 will be the remit of the new Unitary authority.

The range of recommendations that external auditors can make is explained in Appendix C.
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3 Recommendation Provide Council with accurate advice, with specialist external support sought if required, when 

considering key decisions, such as the provision of services by wholly owned subsidiaries.

Why/impact Council should have access to full and comprehensive advice when making decisions on the 
provision of services to ensure the proper stewardship of public assets.

Summary findings Following a governance review, the Council approved the decision to dissolve the Heart of 

Cumbria Ltd in February 2021. It is recognised by the Council that the company is a complex 

vehicle to manage 81 ready-built affordable homes and that the rent restrictions associated with 

affordable housing limits commercial returns. 

The Council had previously considered the future of the company in 2019, where bringing the 

operations in-house was discounted due to advice given that this would require the Council to set 

up a housing revenue account and that right to buy legislation could lead to the loss of some 

properties as affordable housing.

It has since been clarified that this advice was not correct due to de-minimis levels for the 

number of properties required to set up an HRA and due to S106 planning agreements requiring 

dwellings to remain affordable in perpetuity.

Management 
comment

As described above, further clarification was sought and the correct advise subsequently 
provided, allowing the decision to be made. Specialist external support will always be considered 
when advising on key decisions.

The range of recommendations that external auditors can make is explained in Appendix C.
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4 Recommendation Include all income and expenditure budgets and report performance against them within key 

treasury management reports, such as the Treasury Management Strategy and Mid Year 

Review.

Why/impact Including the budgets for the costs and income relating to treasury management activity in key 
treasury reports will provide a comprehensive view of treasury activity.

Summary findings The Treasury Management Strategy does not set out the forecast interest income from treasury 

investments and loans to the Heart of Cumbria Ltd, although this information is set out in the 

budget report.

The Treasury Management Mid Year Review 2020/21 was considered by Council in November 

2020. This includes outturn information relating to 2019/20 but does not provide updates on 

performance against budget for 2020/21 for treasury management borrowing costs or investment 

income. 

Management 
comment

Information on treasury management income and expenditure will be included in future Treasury 
Management Reviews from the date of this report

The range of recommendations that external auditors can make is explained in Appendix C.
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5 Recommendation Undertake a risk based calculation for the minimum level of General Fund balances.

Why/impact A risk based calculation would ensure that the level of GF balances held are sufficient to mitigate 

the specific financial risks that the Council faces.

Summary findings As at 31 March 2021 the Council held £3m in unallocated General Fund (GF) reserves. The level 

of unallocated GF reserves held at 31 March 2021 represents 38% of the £8m net budget 

requirement for 2021/22, and is in excess of the CIPFA benchmark of 5-10%. 

In the December 2020 MTFP update report to Executive, the Chief Finance Officer confirmed 

that the current balance of £3.2m represented 40% of the net budget which provides a healthy 

position and significant short term protection against a volatile financial outlook.

Management 
comment

The budget has already been set for 2022/23 with General Fund balances considered at that 
time. The risk based calculation will be recommended to the new Unitary for the 2023/24 budget 
setting.

The range of recommendations that external auditors can make is explained in Appendix C.
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We considered how the Council:

• considered the impact of Covid-19 on the 

governance arrangements;

• monitors and assesses risk and gains assurance 

over the effective operation of internal controls, 

including arrangements to prevent and detect 

fraud;

• approaches and carries out its annual budget 

setting process;

• ensures effectiveness processes and systems are 

in place to ensure budgetary control;

• ensures it makes properly informed decisions, 

supported by appropriate evidence and allowing for 

challenge and transparency; and

• monitors and ensures appropriate standards.

Managing risk

The Council identified weaknesses within its arrangements to manage risk during 2020/21, with the Internal Audit review of 

risk management providing a limited assurance opinion in December 2020. Identified weaknesses included no annual review 

of the Risk Management Strategy, which was dated 2019, and no reporting of the risk register to Executive.

Internal Audit followed up the implementation of recommendations to improve risk management, reporting in April 2021 the 

progress made. From Quarter 4 2020/21 the Executive received the Strategic Risk Register as part of the Corporate 

Performance Report.

Due to the pandemic and the weekly meeting of the Eden Business Continuity Group to consider risks associated with Covid-

19, the recommendation for the Risk Management Group to review risk quarterly, and also to consider training requirements 

was delayed until the Council returned to business as usual activity.

The Risk Management Strategy was reviewed and approved by Overview and Scrutiny Committee in July 2021, with 

changes to the Strategy including the operational monitoring of risk by the Extended Leadership Team rather than the Risk 

Management Group, which are both made up of the same officers.

We have not concluded that the Council had a significant weakness in arrangements with regard to risk management. 

Although weaknesses clearly existed, the Council has identified this through the work of Internal Audit and actions were 

agreed to improve risk management processes. The Council is making progress implementing the recommendations and the 

risk register has been reported to Executive since Quarter 4 2020/21.

We have made an improvement recommendation that the Council should ensure that it implements all of the 

recommendations agreed as part of the internal audit review of risk management. We will follow up how risk management 

arrangements have been embedded in the Council as part of our 2021/22 value for money work.

The strategic risk register reported to Executive contains most of the best practice information we would expect, including risk

owner, description, residual and mitigated risk scores, actions in place, and further action required. We have made an 

improvement recommendation that risks should be mapped to corporate priorities to ensure that only strategic risks are 

reported to Executive, thus allowing for detailed consideration of the main strategic risks that the Council has to manage.

Internal control

The Council’s arrangements for the provision of Internal Audit changed from a hybrid in-house / external arrangement to a 

wholly outsourced arrangement in July 2020. Since then internal audit services have been provided in their entirety by TIAA. 

This necessitated the Accounts and Governance Committee approving a new audit plan in July 2020, which is based on a 

risk based audit strategy for the period 2020/21 to 2022/23. 

Governance

18
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administration of financial affairs and reporting in illegality or maladministration.

The Constitution also contains the Councillor and Officer Codes of Conduct, and the Protocol 

on Councillor and Officer Relations. Codes of Conduct reflect the Nolan Principles of 

Standards in Public Life, including acting with integrity, honesty, lawfully and leading by 

example. The Codes of Conduct also contain the Council’s policies on registering interests 

and acceptance of gifts and hospitality.

Declarations of interests by Members are available on the Council’s website. 

We understand that officers are reminded of the requirement to record declarations of 

interest and acceptance of gifts and hospitality at induction, and then every two years 

through anti-fraud training. From our review of the officer register of interests it was 

confirmed that there were no entries for 2020/21 or 2021/22, and we found no declarations 

of gifts or hospitality had been made since 2019. We have therefore made an improvement 

recommendation that officers should be reminded of the requirement to register interests, 

gifts and hospitality annually, and that nil returns should be required for declarations of 

interest from senior officers.

The Council has experienced significant change within the senior leadership team in recent 

years, including three different Chief Executives since 2020/21. Whilst this can be unsettling 

for any organisation, the Council has continued to function and maintain corporate direction, 

setting balanced budgets for 2021/22 and 2022/23 , progressing key projects such as 

Voreda House, and adopting a revised Constitution. The Council now has some certainty 

with the roles of Chief Executive and other statutory officers until vesting day on 1 April 2023.

We note that the Local Government Association has carried out a governance peer review in 

July 2021, identifying recommendations aimed at building a culture of good governance, 

embedding clear decision making processes, and enhancing scrutiny arrangements. In 

response to the peer review the Council has an action plan to implement the 

recommendations. The Council adopted a revised constitution in November 2021 that 

addresses some of the peer review recommendations in relation to governance, 

accountability and scrutiny. We will review the Council’s progress in implementing the 

recommendations in more detail as part of our 2021/22 value for money work.

From our work we are not aware of any significant failure to meet required standards of 

behaviour from senior officers or Members. We have not identified any significant 

weaknesses with regard to the Council’s arrangements for ensuring adherence to laws and 

regulations or ethical standards, but have made an improvement recommendation regarding 

officer declarations of interest and register of gifts and hospitality.

19

Due to the change in internal audit arrangements, approval of a new plan, and the impact of 

Covid-19 affecting the availability of Council staff as they supported the Councils’ response 

to the pandemic, most of the audit plan was delivered in the second half of the financial year. 

Against this context, the Accounts and Governance Committee did not receive an internal 

audit progress report for 2020/21 until April 2021. We note that there has been regular 

reporting of internal audit progress against the plan during 2021/22, and so have not 

identified any weakness in arrangements in this regard. 

The Internal Audit Annual Report 2020/21 confirmed that there was minimal impact on the 

delivery of the audit plan as a result of Covid-19, with any changes to the plan based on 

operational need. The overall Internal Audit opinion was that the Council has “reasonable 

and effective risk management, control and governance processes in place”.

The Council has an Anti-Fraud, Theft, Bribery and Corruption Strategy that, sets out the 

Council’s policy towards fraud and was updated in November 2020. This is available on the 

Council’s website.  The Strategy sets out the roles and responsibilities of officers, Members, 

managers and audit, confirming the commitment to maintaining high ethical standards and 

creating an anti-fraud culture.

The Council has well-developed processes for whistle blowing and for receiving and 

investigating complaints, both internally and from the public. The Confidential Reporting 

Code is available on the internet, setting out the safeguards that are in place for whistle 

blowers, how confidentiality is protected, and how to raise a concern. The Code indicates 

that it is reviewed annually by the Accounts and Governance Committee, however the 

document on the Council’s website is dated 2017 and no review has been carried out in 

2020/21.

From our work we have found no areas of significant weakness in the management and 

reporting on internal control, but have made an improvement recommendation that the 

Council should review and approve an updated Confidential Reporting Code.

Monitoring Standards

There is evidence of an appropriate culture within the Council to prevent and detect fraud 

and corruption, with the relevant policies in place, although the Confidential Reporting Code 

requires review.

The Council’s Constitution sets out the responsibilities for functions and how decisions are 

made. It also defines the roles of statutory officers, comprising the Head of Paid Service, 

Chief Finance Officer and Monitoring Officer, and their role in ensuring proper 
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Budgetary control 2020/21

We have considered the Council’s processes for monitoring the 2020/21 budget during what 

was a difficult year to accurately forecast costs and income due to the effects of the 

pandemic, periods of lockdown, and incremental announcements of government funding.

Budget monitoring in 2019/20 focused on year to date spend measured against the profiled 

budget. Arrangements improved for 2020/21 as monitoring included forecast projections to 

the year end, with variances measured against the annual budget.

Budget monitoring reports were submitted quarterly to the Executive during 2020/21. 

However, arrangements for internal monthly budget monitoring with budget managers were 

more ad-hoc during the year. There was no formal timetable for internal budget monitoring 

processes, with business partners reviewing financial information and discussing with budget 

managers as required. Although budget managers have self service access to the finance 

system, there were no regular standard budget reports generated from the finance system.

We understand that arrangements have been strengthened for 2022/23, with the creation of 

a quarterly budget monitoring timetable that is being piloted for Quarter 1. Two business 

partners have been given responsibility for the budget monitoring process to ensure there is 

accountability. Budget holders receive budget reports using a standard template with data 

extracted from the finance system.

As already noted, the Council delivered a £1.8m revenue surplus for 2020/21 and this

provides evidence that the Council implemented adequate arrangements to manage the 

emerging financial impact of the pandemic throughout the financial year. We have made an 

improvement recommendation that the Council should ensure that it embeds the new 

strengthened budget monitoring processes for 2022/23.

We note that the quarterly budget reports contain a narrative explaining major variances by 

directorate. The narrative in the outturn report presented to Accounts and Governance 

Committee in December 2021 was less detailed, and concentrated on explanation for £0.5m 

of revenue slippage carried forward to 2021/22, rather than on the main budget variances 

within the net position. We have made an improvement recommendation that there should 

be sufficient narrative in the outturn report to support overspends and underspends within 

the net budget position. This will allow for a fuller understanding of the outturn position and 

better hold budget managers to account.

We have not identified any significant weaknesses with regard to the Council’s arrangements 

for budget monitoring.

Preparation and audit of financial statements

The late production of 2019/20 financial statements as well as the extended period it took to 

complete the audit as a result of Finance team capacity and COVID, meant it was only signed 

off in August 2021, 9 months after the statutory deadline of November 2020. Further Finance Team 

capacity issues meant the 2020/21 Financial statements were not presented for audit until 22 

December 2021. Due to capacity issues the Finance team did not have all the required working 

papers available at the start of the audit and responses to audit queries at times have been slow. 

The audit was placed on hold, due to the external auditors having to complete NHS audits from late 

April through to late June 2022.  

Our audit work was completed remotely from January through to August 2022. Full details of 

our findings from the audit are reported in our Audit Findings Report dated August 2022. Our 

work did not identify any material adjustments to the accounts but did contain 2 prior period 

adjustments to correct accounting treatment on disposal of infrastructure assets and the s106 

planning monies. We plan to give an unqualified opinion on the Council’s 2020/21 financial 

statements in August 2022. 
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6 Recommendation Implement all of the Internal Audit recommendations relating to risk management. 

Why/impact The Council has identified where improvements to risk management arrangements can be made 
and is making progress to implement internal audit recommendations. We will follow up how risk 
management arrangements have been embedded in the Council as part of our 2021/22 value for 
money work

Summary findings The Council identified weaknesses within its arrangements to manage risk during 2020/21, with 
the internal audit review of risk management providing a limited assurance opinion. Identified 
weaknesses included no annual review of the Risk Management Strategy which was dated 2019, 
and no reporting of the risk register to Executive. 

Internal Audit have since followed up the implementation of recommendations to improve risk 
management. From Quarter Four 2020/21 the Executive received the Strategic Risk Register as 
part of the Corporate Performance Report. The Risk Management Strategy was reviewed and 
approved by Overview and Scrutiny Committee in July 2021.

Due to the pandemic and the weekly meeting of the Eden Business Continuity Group to consider 
risks associated with Covid-19, the recommendation for the Risk Management Group to review 
risk quarterly and also consider training requirements was delayed until the Council returned to 
business as usual activity.

Management 
comment

Agreed. We are in the process of implementing the remaining recommendations.

The range of recommendations that external auditors can make is explained in Appendix C.



© 2022 Grant Thornton UK LLP. Auditor’s Annual Report | August 2022

Public

Improvement recommendations

Governance

22

7 Recommendation Risks should be mapped to corporate priorities. 

Why/impact Mapping risks to corporate priorities ensures that only strategic risks are reported to the 
Executive, thus allowing for detailed consideration of the main risks that the Council has to 
manage.

Summary findings The strategic risk register reported to Executive contains most of the best practice information we 

would expect, including risk owner, description, residual and mitigated risk scores, actions in 

place, and further action required.

Risks are not however mapped to corporate priorities. 

Management 
comment

Agreed.  The next stage would be to undertake this during the forthcoming budget process.  This 
is something for the new Westmorland and Furness Council to pick up.

The range of recommendations that external auditors can make is explained in Appendix C.
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8 Recommendation Review and approve an updated Confidential Reporting Code.

Why/impact The Confidential Reporting Code should be reviewed and updated to ensure it reflects best 
practice and the current management structure of the Council.

Summary findings The Council has well-developed processes for whistle blowing and for receiving and investigating 

complaints both internally and from the public. The Confidential Reporting Code is available on 

the internet, setting out the safeguards that are in place for whistle blowers, how confidentiality is 

protected and how to raise a concern. 

The Code indicates that it is reviewed annually by the Accounts and Governance Committee, 

however the document on the Council’s website is dated 2017 and no review has been carried 

out in 2020/21.

Management 
comment

Agreed. The Code is out of date and will be reviewed and reported to Committee in the Autumn 
2022.

The range of recommendations that external auditors can make is explained in Appendix C.
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9 Recommendation Remind officers of the requirement to register interests, gifts and hospitality annually, and nil 
returns should be required for declarations of interest from senior officers.

Why/impact Regular reminders ensure that officers are aware of Council policy with regards to ethical 
standards. Nil returns from senior officers for declarations of interest provide assurance that 
policies are being followed.

Summary findings Officers are reminded of the requirement to record declarations of interest and acceptance of 

gifts and hospitality at induction, and then every two years through anti-fraud training. 

From our review of the officer register of interests it was confirmed that there were no entries for 

2020/21 or 2021/22, and we found no declarations of gifts or hospitality had been made since 

2019. 

Management 
comment

Agreed. We put out communications as a reminder to staff.

The range of recommendations that external auditors can make is explained in Appendix C.
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10 Recommendation Embed the new strengthened budget monitoring processes for 2022/23.

Why/impact Embedding the new processes and creation of a standardised budget monitoring process will 
help ensure that budget variances are identified, understood and mitigating actions taken where 
necessary.

Summary findings Budget monitoring reports were submitted quarterly to the Executive during 2020/21. However, 

arrangements for internal monthly budget monitoring with budget managers were more ad-hoc. 

There was no formal timetable for internal budget monitoring processes, with business partners 

reviewing financial information and discussing with budget managers as required. Although 

budget managers have self service access to the finance system, there were no regular standard 

budget reports generated from the finance system.

Arrangements have been strengthened for 2022/23, with the creation of a quarterly budget 

monitoring timetable that is being piloted for Quarter 1. Two business partners have been given 

responsibility for the budget monitoring process to ensure there is accountability. Budget holders 

receive budget reports using a standard template with data extracted from the finance system.

Management 
comment

Agreed.  This will be undertaken through 2022/23.

The range of recommendations that external auditors can make is explained in Appendix C.
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11 Recommendation Provide sufficient narrative in the outturn report to support overspends and underspends within 
the net budget position. 

Why/impact Increased narrative in the outturn report will allow for a fuller understanding of the net position 

and better hold budget managers to account.

Summary findings The quarterly budget reports contain a narrative explaining major variances by directorate. 

The narrative in the outturn report presented to Accounts and Governance Committee in 

December 2021 was less detailed, and concentrated on explanation for £0.5m of revenue 

slippage carried forward to 2021/22, rather than on the main budget variances within the net 

position. 

Management 
comment

Agreed. The report will be more comprehensive and focus more on budget variations and their 
reasons.

The range of recommendations that external auditors can make is explained in Appendix C.
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12 Recommendation Ensure there is sufficient capacity within the Finance team to produce financial statements in line 
with statutory timetables and to provide upfront working papers and timely responses to audit 
queries to enable a smooth and timely audit process.  

Why/impact Delays to the production and audit of financial statements run the risk of the Council not making 

informed decision making as there is a reliance on unaudited financial information.

Summary findings There have been significant delays to the production and audit of 2019/2020 and 2020/2021 

financial statements 

Management 
comment

Agreed.  Capacity has been improved however this needs to be kept under constant review.

The range of recommendations that external auditors can make is explained in Appendix C.
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We considered how the Council:

• responded to the changes required 

as a result of Covid-19;

• uses financial and performance 

information to assess performance 

to identify areas for improvement;

• evaluates the services it provides 

to assess performance and identify 

areas for improvement;

• ensures it delivers its role within 

significant partnerships, engages 

with stakeholders, monitors 

performance against expectations 

and ensures action is taken where 

necessary to improve; and

• ensures that it commissions or 

procures services in accordance 

with relevant legislation, 

professional standards and internal 

policies, and assesses whether it is 

realising the expected benefits.

Performance management

The Council approved the Corporate Plan 2019-23 in November 2019, which sets out the Council’s vision and strategic priorities of 

sustainable; healthy, safe and secure; connected; and creative. The Corporate Plan and strategic priorities were reviewed in July 2020 and 

a Covid-19 recovery plan developed. Strategic initiatives for 2020/21 included One Eden, Heart of Cumbria, zero carbon and town centres, 

and these supported the recovery plan. 

The Executive and Overview and Scrutiny Committee received quarterly performance monitoring reports during 2020/21. For the first six 

months of the year, performance reporting consisted of reporting progress against the milestones within the corporate plan and progress 

against the four corporate priorities. From Quarter 3 the performance reports also included corporate key performance indicators (KPIs), as 

well as a more detailed schedule of strategic objectives and milestones RAG rated for progress that was introduced from Quarter 2.

Performance reports now comprise a covering report with narrative on key achievements or exceptions with regard to strategic objective 

and milestones, and a high level summary of milestones by RAG rating. The covering report is supported by a detailed appendix of RAG 

rated performance against each milestone that identifies the portfolio holder, lead officer, target date and progress made.

An additional appendix provides the schedule of corporate KPIs that are used to monitor the operational performance of the Council and 

form part of annual service plans. This contains the key features of best practice that we would expect to see, including the performance 

measure, previous year performance, quarterly performance, target, trend, and the responsible officer. KPIs are reported by corporate 

priority.

The Council therefore developed and improved its performance reporting to Members during 2020/21.

Performance reported at Quarter 4 confirmed that out of 80 strategic objective milestones, just 2 were red RAG rated for progress, with 54 

green and 24 amber. KPIs demonstrated performance targets were met for many services including missed refuse collections, processing 

housing benefit claims and working days lost to sickness. Targets for council tax and business rates collected were marginally below target 

at 97.7% and 93.7% respectively, but this must be considered against the context of the pandemic. The Council’s performance reporting at 

Quarter 4 did not identify any concerns over significant weaknesses in arrangements.

The Council has recently introduced the Pentana performance management software, which has allowed for further development of 

performance reporting formats and reduced the requirement for significant manipulation of data in order to report KPIs. We note that the 

Council has a Data Quality Statement dated 2016, which sets out the responsibilities for, and principles of, data quality. We have made an 

improvement recommendation that the Council should update the Data Quality Statement to reflect best practice, organisational structure, 

and the processes required for the new performance management software. An up to date Data Quality Statement provides assurance that 

performance data reported to Members, and upon which decisions are made, is accurate, complete and timely.

Our review of the Council’s arrangements for managing performance has not identified any significant areas of weakness. 

Improving economy, efficiency and 
effectiveness

28
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Benchmarking 

Benchmarking is an effective tool that enables an organisation to compare 

and analyse its performance with others. It can provide a basis for 

collaboration and identify areas for improvement.

The Council does not have a corporate-wide approach to benchmarking 

services with other organisations to analyse performance. 

The benchmarking that we undertook using our management tool ‘CFO 

Insights’ compared the unit costs for a range of services and identified areas 

where the unit costs were very high in comparison to other district councils. 

These are summarised in the graph opposite have been discussed with the 

finance team, with no areas of significant concern identified. For example, 

the very high central services unit cost is due to changes in the allocation of 

support services to front line services. Very high housing unit costs reflect 

the impact of the pandemic and the increase in the use of temporary 

accommodation for homeless people.

While the charts opposite are only able to provide an indication of where 

costs are high, we consider that the Council should be routinely 

benchmarking service costs in order to identify areas where efficiencies 

could be achieved. Formal corporate benchmarking of service costs can be 

used to inform service redesign, and could be particularly helpful in 

preparing for local government reorganisation.

We have made an improvement recommendation that the Council should 

develop a corporate benchmarking approach to routinely compare 

performance, to identify areas for improvement and efficiencies, and to 

inform the allocation of resources.

On the spider chart a 

rank of 50 represents the 

group median. The group 

in this case is all district 

councils. If a measure is 

closer to the outside of 

the chart it would be 

classed as 'very high 

cost’, whereas if the line 

is closer to zero, then it 

would be classed as ‘very 

low cost’ in comparison to 

the group. 

The data is based on the 

2020/21 Revenue 

Outturn submissions to 

the government.
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Procurement

The Council has a relatively small in-house procurement resource, and seeks external 

advice where required. The Constitution contains the Council’s procurement rules which 

ensure that a standard procurement process exists that is compliant with legislation.  

Reflecting a recognition in the Annal Governance statement 2020/21 that the Procurement 

Strategy was out of date, the Council updated its Procurement Strategy in 2022. The 

Strategy sets out the objectives for procurement and a framework that reflects the Corporate 

Plan.

From our work we have identified evidence of appropriate and fair procurement exercises 

being carried  out. In March 2021, Executive approved the Voreda House refurbishment 

procurement through the use of a select list process. This was considered the best way to 

engage suitably experienced contractors capable of delivering the zero carbon requirements 

for the building. In October 2021 executive authorised the extension of the procurement 

process to include a negotiated process, which reflected the withdrawal of 5 out of 6 

contractors due to issues associated with construct costs, capacity and building to “passiv

haus” standards. This provides evidence that procurement policies are properly followed and 

that Executive is kept informed during the process.

There is evidence that the Council considers risk and reward when undertaking significant 

outsourcing of services. The Council approved the extension to the leisure contract in June 

2020, extending the arrangement with Greenwich Leisure for a further 5 years. The Council 

commissioned external advice on the options for delivering leisure services, considering 

different methods for delivery against key drivers such as cost savings, invest to save 

initiatives and income risk. 

From the work undertaken, we have found no risk of significant weakness with regard to the 

Council’s procurement arrangements.

30

Significant partnerships 

The Council works with a variety of partners to deliver corporate objectives and priorities for 

the local area. The Council has a partnership protocol to guide officers when setting up 

partnership agreements, and is in the process of updating the partnership database which 

identifies the objectives of partnerships and any financial commitments with the Council.

The Cumbria Local Enterprise Partnership (LEP) is a key partnership for the Council, aiming 

to provide a strategic lead in promoting economic growth. It includes representatives from 

local authorities, community groups, the education sector, and business. The LEP has 

established a Business and Economic Response and Recovery Group to provide a strategic 

response to recovering from the impact of the pandemic.  To inform stakeholder and the 

local community of the activity undertaken, the LEP holds an annual conference which is 

open to all stakeholders and provides an annual report.

The North Cumbria Community Safety Partnership comprises local authorities, the police, 

fire and rescue and rehabilitation services, with the objective of reducing crime and disorder 

in the community. The Council’s website provides information on the priorities and activity of 

the partnership with links to partner organisations.  

The Council works with Eden Housing Association to deliver housing advice and 

homelessness services. A homelessness strategy review was undertaken and reported to 

Council in February 2020, with a revised strategy ad action plan developed. The Council 

approved the contract award to Eden Housing Association in March 2021, also approving the 

budget and service agreement for the housing advice and homelessness service. The 

Council’s KPIs include performance data for successful homeless prevention outcomes and 

the number of households to whom a homelessness duty is owed.

Other examples of the Council working in partnership to achieve key priorities include the 

Planning Performance Agreement with Cumbria County Council and Highways England for 

the proposed A66 highway works, and the Penrith Parking Study commissioned with the 

County and local town councils.

Our work has not identified any areas of significant weakness regarding how the Council 

works with its strategic partners.
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13 Recommendation Update the Data Quality Statement to reflect best practice, organisational structure, and the 
required for the new performance management software.

Why/impact An up to date Data Quality Statement provides assurance that performance data reported to 
and upon which decisions are made, is accurate, complete and timely.

Summary findings The Council have recently introduced the Pentana performance management software which has 

for further development of performance reporting formats and reduced the requirement for 

manipulation of data in order to report KPIs. 

The Council’s Data Quality Statement is dated 2016 and sets out the responsibilities for, and 

of, data quality. 

Management 
comment

Agreed.  The DQS need to be brought up to date with the processes we are currently 
undertaking.

The range of recommendations that external auditors can make is explained in Appendix C.
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14 Recommendation Develop a corporate benchmarking approach to routinely compare performance, identify areas 
improvement and efficiencies, and to inform the allocation of resources. 

Why/impact Benchmarking is an effective tool that enables an organisation to compare and analyse its 
with others. It can provide a basis for collaboration and identify areas for improvement. Formal 
corporate benchmarking of service costs can be used to inform future budget rounds and service 
redesign.

Summary findings There is no corporate wide approach to benchmarking services with other organisations to 

performance

Management 
comment

Agreed.

The range of recommendations that external auditors can make is explained in Appendix C.
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Since March 2020 

COVID-19 has had a 

significant impact on the 

population as a whole 

and how Council services 

are delivered.

We have considered how 

the Council's 

arrangements have 

adapted to respond to the 

new risks they are facing.

The impact of COVID-19 has cut across the Council, impacting both its income in 

the collection rates of Council Tax and Business Rates and cost pressures. 

The Council has incurred additional operating and staff costs of £XXXmillion and a

significant reduction in its income resulting in total Covid-19 pressures of 

£xxxmillion.  Over xx% of the reduction in income related to a decrease in car 

parking income collected and commercial income and the restrictions introduced 

to limit the spread of the virus, as shown in the graph to the right.

These revenue additional costs and loss of income are offset by additional grant

funding of £xxxmillion, from the  Department for Levelling Up, Housing and 

Communities (formerly Ministry of Housing, Communities and Local Government) 

resulting in a small surplus/ deficit to the general fund of £xxmillion.  The capital 

programme for 2020/21 was also affected by the pandemic. Capital projects were 

delayed as a result of lockdowns, contractors furloughing staff and working 

restrictions and additional cost pressures.  As a result, there was slippage of 

capital projects into 2021/22, including Voreda House and  XXX

The Council has maintained good oversight of its finances and additional Covid-19 

expenditure and income losses throughout the pandemic. These were identified 

early on and were subject to detailed scrutiny and monitoring.  Done through 

detailed reporting within the revenue monitoring reports received quarterly by XXX

The Medium-Term Financial Plan (MTFP) 2021-25 was reviewed and updated 

during the financial year, including the impact of Covid-19.  Improvements to the 

MTFP could be made to more clearly identify the financial impact of Covid-19 over 

the next four years.  

Looking forward to recovery from the pandemic, the impact on the Council’s 

finances remains uncertain, including whether income will return to pre-pandemic 

levels.  

Financial sustainability
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While the Council generally maintained a business-as-usual approach to its 

governance arrangements during the pandemic, some adjustments were required. 

As a result of the lockdown restrictions announced on the 16th March 2020. The 

Council adjusted some of its internal control processes to support effective 

governance throughout the pandemic. As soon as these were lawful, the Council 

started holding members’ meetings online. Appropriate levels of scrutiny and 

challenge continue to be applied. 

Regular reports on the impact of Covid-19 were reported to committees including the 

XXXX, allowing for oversight and scrutiny. For example, reports on the changes to 

the Council’s governance and finance arrangements as a result of Covid-19 was 

presented to the XXXX, in January 2021 and June 2021. Demonstrating good 

governance arrangements. All committees have maintained a keen interest in the 

Council’s response to the pandemic. 

Operational and Corporate Risk Registers were reviewed and updated accordingly 

to ensure Covid-19 risks are recorded appropriately, mitigated where appropriate 

and monitored. 

Covid-19 has had an impact on Internal Audit’s ability to deliver their Audit Plan 

during 2020/21.  Audit Committee were kept abreast of progress during the year. XX 

of the XX originally planned audits were fully delivered, x were carried forward into 

the 2021/22 Audit Plan and x were removed from the Audit Plan. The Head of 

Internal Audit concluded that sufficient audit work had been completed to provide an 

overall audit opinion. The overall audit opinion was reasonable assurance for 

2020/21. Internal Audit did not identify any serious weaknesses in internal controls 

over the course of the year.  

Internal Audit did not undertake a fraud audit of Covid-19 business grants made by 

the Council. The Council should give consideration to the benefit of an Internal Audit 

review in line with other central government checks.  

The Council recognises partnership working was fundamental during the pandemic and will 

continue to be during recovery through the Cumbria Covid-19 Recovery Strategy.  

When lockdown restrictions were announced, all staff were requested to work from home 

where possible. The Council has been mindful of the impact on the pandemic on its most 

important resource, its staff.  Actions have been put in place to support staff wellbeing and 

supporting staff remains a key priority for the Council. In aiming to maintain staff wellbeing, 

the Council has been able to maintain an efficient and effective delivery of its statutory 

services.

This is clearly demonstrated through the Council’s successful administered grant funding of 

£XXmillion to businesses and individuals affected by the Covid-19 pandemic. The Council 

administered £xxxmillion coronavirus grants to small and medium businesses which is under 

the Cumbrian district average, as shown in the graph to the below.  This also equated to grant 

payments of XX% to eligible businesses.  

Governance Improving economy, efficiency and effectiveness
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We undertook a review of district councils vulnerability to the immediate and 

medium-term impacts of Covid-19 and how well placed areas are to respond and 

recover from Covid-19.  The vulnerability index considers six socio-economic 

factors, as shown in the following diagram:

The recovery index focuses on nine indicators:

• year at risk; 

• level of reserves as a percentage of gross expenditure;

• house price recovery;

• percentage of businesses in ‘at risk’ sectors;

• Gross Value Added (GVA) – Covid-19 impact on growth;

• business size (mixture/variance);

• reduction in business rates; and

• net additional dwellings (percentage of total dwellings).

This identified that the Council as low on the vulnerability index and high on the recovery index.  

The high recovery index is driven by factors which include a percentage of businesses in at risk 

sectors, the impact on business rates receipts retention, business size resilience and net 

additional dwellings per 1000 dwellings.

The low vulnerability index is due to low/ very low vulnerability within the four socio-economics 

factors – people,  place, economy and health. The Council has high vulnerability within social care 

and financial vulnerability. 

Conclusion

Our review has not identified any significant weaknesses in the Council’s VFM arrangements in 

responding to the Covid-19 pandemic.

High/ very high vulnerability socio-economic factors:

Social care Similarly to other districts in Cumbria, Eden also has high numbers of 

children in need, number of child protection plans, older adult supported 

in residential and nursing settings and patients with learning disabilities. 

Financial 

vulnerability

The Council’s high financial vulnerability is driven by level of the 

reserves and Covid-19 grant received.  These factors identified create a 

high vulnerability and a lower recovery index. 
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Audit opinion on the financial 

statements

We plan to give an unqualified opinion on the 

Council’s financial statements in August 2022. 

Audit Findings Report

More detail can be found in our Audit Findings Report, 

which will be published and reported to the Council’s 

Audit Committee along side this report on 10 August 

2022.

Whole of Government Accounts

To support the audit of the Whole of Government 

Accounts (WGA), we are required to review and report 

on the WGA return prepared by the Council. This work 

includes performing specified procedures under group 

audit instructions issued by the National Audit Office.

These instructions have only been issued in July 2022 

and as such we cannot complete this work or formally 

certify the closure of our audit.

Preparation of the accounts

The revised deadline for approving the draft statement 

of accounts in accordance with the Accounts and Audit 

(Amendment) Regulations 2021 was 31 July 2021. 

Opinion on the financial statements

36

We did not receive the Council’s draft accounts until 22 

December 2022. We recognise that as a District, the 

Council has a relatively small finance department and that 

the pandemic created additional demands on finance 

officers. As the Council returns to business as usual it 

should produce the accounts in accordance with the 

statutory deadline. 

Issues arising from the accounts:

• Our work did not identify any material adjustments to the 

accounts.

• We identified a number of other non-material disclosure 

adjustments.

Grant Thornton provides an 

independent opinion on whether the 

accounts are:

• True and fair;

• Prepared in accordance with relevant accounting 

standards and

• Prepared in accordance with relevant UK legislation.



Appendices 
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Role of the Chief Financial Officer 

(or equivalent):

• Preparation of the statement of 

accounts

• Assessing the Council’s ability to 

continue to operate as a going 

concern

Public bodies spending taxpayers’ money 

are accountable for their stewardship of the 

resources entrusted to them. They should 

account properly for their use of resources 

and manage themselves well so that the 

public can be confident. 

Financial statements are the main way in 

which local public bodies account for how 

they use their resources. Local public 

bodies are required to prepare and publish 

financial statements setting out their 

financial performance for the year. To do 

this, bodies need to maintain proper 

accounting records and ensure they have 

effective systems of internal control. 

All local public bodies are responsible for 

putting in place proper arrangements to 

secure economy, efficiency and 

effectiveness from their resources. This 

includes taking properly informed decisions 

and managing key operational and financial 

risks so that they can deliver their objectives 

and safeguard public money. Local public 

bodies report on their arrangements, and 

the effectiveness with which the 

arrangements are operating, as part of their 

annual governance statement. 

The Chief Financial Officer (or equivalent) is 

responsible for the preparation of the 

financial statements and for being satisfied 

that they give a true and fair view, and for 

such internal control as the Chief Financial 

Officer (or equivalent) determines is 

necessary to enable the preparation  of 

financial statements that are free from 

material misstatement, whether due to fraud 

or error. 

The Chief Financial Officer (or equivalent) 

or equivalent is required to prepare 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. 

In preparing the financial statements, the 

Chief Financial Officer (or equivalent) is 

responsible for assessing the Council’s 

ability to continue as a going concern and 

use the going concern basis of accounting 

unless there is an intention by government 

that the services provided by the Council 

will no longer be provided.

The Council is responsible for putting in 

place proper arrangements to secure 

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. 
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Risk of significant 

weakness

Procedures undertaken Findings Outcome

Financial sustainability was not 
identified as a potential significant 
weakness at the planning stage, see 
pages 6 to 17 for more details.

No additional procedures undertaken. No significant weaknesses identified Appropriate arrangements in 
place, five improvement 
recommendations raised.

Governance was not identified as a 
potential significant weakness at the 
planning stage, see pages 18 to 26 
for more details.

No additional procedures undertaken. No significant weaknesses identified Appropriate arrangements in 
place, six improvement 
recommendations raised.

Improving economy, efficiency and 
effectiveness was not identified as a 
potential significant weakness, see 
pages 27 to 31 for more details 

No additional procedures undertaken No significant weaknesses identified Appropriate arrangements in 
place, two improvement 
recommendations raised.

As part of our planning and assessment work, we considered whether there were any risks of significant weakness in the 

Council's arrangements for securing economy, efficiency and effectiveness in its use of resources that we needed to perform 

further procedures on. The risks we identified are detailed in the table below, along with the further procedures we performed, 

our findings and the final outcome of our work:
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Type of 

recommendation Background Raised within this report Page reference

Statutory Written recommendations to the Council under Section 24 (Schedule 7) of the Local Audit and 
Accountability Act 2014. A recommendation under schedule 7 requires the Council to discuss and 
respond publicly to the report.

No N/A

Key The NAO Code of Audit Practice requires that where auditors identify significant weaknesses as 
part of their arrangements to secure value for money they should make recommendations setting 
out the actions that should be taken by the Council. We have defined these recommendations as 
‘key recommendations’.

No N/A

Improvement These recommendations, if implemented should improve the arrangements in place at the 
Council, but are not a result of identifying significant weaknesses in the Council’s arrangements.

Yes Pages 13 – 17
Pages 21 – 26
Pages 30 – 31

A range of different recommendations can be raised by the Council’s auditors as follows:
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We bring the following matters to your attention:

Statutory recommendations
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written 
recommendations to the audited body which need to be considered by the body and 
responded to publicly

We have not issued any  statutory recommendations.

Public interest report
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors have the power to 
make a report if they consider a matter is sufficiently important to be brought to the attention 
of the audited body or the public as a matter of urgency, including matters which may already 
be known to the public, but where it is in the public interest for the auditor to publish their 
independent view.

We have not issued a public interest report.

Application to the Court

Under Section 28 of the Local Audit and Accountability Act 2014, if auditors think that an item 

of account is contrary to law, they may apply to the court for a declaration to that effect.

We have not made an application to the Courts.

Advisory notice

Under Section 29 of the Local Audit and Accountability Act 2014, auditors may issue an 

advisory notice if the auditor thinks that the authority or an officer of the authority:

• is about to make or has made a decision which involves or would involve the authority 

incurring unlawful expenditure,

• is about to take or has begun to take a course of action which, if followed to its 

conclusion, would be unlawful and likely to cause a loss or deficiency, or

• is about to enter an item of account, the entry of which is unlawful.

We have not issued any advisory notices.

Judicial review

Under Section 31 of the Local Audit and Accountability Act 2014, auditors may make an 

application for judicial review of a decision of an authority, or of a failure by an authority to 

act, which it is reasonable to believe would have an effect on the accounts of that body.

We have not applied for a judicial review.
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