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YORKSHIRE DALES NATIONAL PARK AUTHORITY 

 
ITEM  6 

 
  
Committee: FINANCE & RESOURCES 
Date: 8 December 2020 
  
  
Report: THE FINANCIAL MANAGEMENT CODE 

 

 
 
 
Purpose of the report 
 
1. To present a review of the Authority’s compliance with the Chartered Institute of Public 

Finance & Accountancy’s (CIPFA) Financial Management Code, including 
recommendations to further the level of compliance with that Code. 

 
 
RECOMMENDATION 
 
2. That Members comment on the appropriateness of the actions proposed for improving 

compliance with the Code, as set out in Appendix 3, and approve these actions. 
 
 
Strategic Planning Framework 
 
3. The information and recommendation contained in this report are consistent with the 

Authority’s statutory purposes and its approved strategic planning framework and 
specifically Corporate Action Plan Objective 36, to “Operate governance arrangements 
that are fit for purpose, as reported through the Annual Governance Statement and the 
Annual Governance Report”, and Action 36.4, ‘Undertake a review process to ensure 
an appropriate level of compliance with CIPFA’s 2019 Financial Management Code’ 

  
 
Background 
 
4. Local government finance is governed by primary legislation, regulation and 

professional standards; key amongst these various requirements is Section 151 of the 
Local Government Act 1972, which requires that every local authority in England 
should ‘…make arrangements for the proper administration of their financial affairs and 
shall secure that one of their officers has responsibility for the administration of those 
affairs’’.  

5. The financial management of a local authority has not been supported by a 
professional code until now. Published in October 2019 by the CIPFA, the Financial 
Management Code (‘the Code’) has been designed to support good and sustainable 
financial management in local authorities. By complying with the principles and 
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standards within the Code, authorities will be able to demonstrate their financial 
sustainability and provide assurance that they are managing resources effectively. 
  

6. The Code has been introduced because the exceptional financial circumstances faced 
by local authorities have revealed concerns about fundamental weaknesses in financial 
management, particularly in relation to organisations that may be unable to maintain 
services in the future. Regardless of these concerns (which predate the impact of the 
Covid-19 pandemic), robust financial management is at the heart of the Authority’s 
ability to achieve its objectives and to deliver high quality services. 

7. The Code requires authorities to confirm that the processes they have in place satisfy 
the principles of good financial management. It identifies risks to financial sustainability 
and introduces a framework of assurance. This framework is built on existing 
successful practices and sets explicit standards of financial management. Complying 
with the standards set out in the Code is the collective responsibility of Members, the 
Chief Finance Officer (CFO) and their professional colleagues in the leadership team. 
Complying with the Code will help strengthen the framework that surrounds financial 
decision making, and will establish how the CFO can demonstrate that they are 
meeting their statutory responsibility for sound financial administration. 

8. The Code applies to all local authorities. Whilst compliance with the Code is not itself a 
statutory responsibility, CIPFA has made clear that these are minimum standards, and 
therefore ‘compliance with them is obligatory if a local authority is to meet its statutory 
responsibility for sound financial administration’. 

9. The first full year of compliance is 2021/22. This reflects the recognition that 
organisations will need time to reflect on the contents of the Code and can use 2020/21 
to demonstrate how they are working towards compliance. This report includes an 
appraisal of the Authority’s current level of compliance with the Code, and sets out 
recommendations for strengthening compliance in 2021/22. 

10. Note that the Authority’s Local Code of Corporate Governance (LCCG; reviewed in 
November 2020) includes strong financial management as one of its seven core 
principles, creating a clear link between that document and the Code. This 
interrelationship will be reflected in future revisions of the LCCG. 
 

11. Because the Code references many non-financial governance processes, there is 
some crossover with the remit of the Audit & Review Committee, which has the 
responsibility for monitoring overall governance. However, because the Code is 
focused on financial matters, and because the recommendations identified from this 
review are primarily financial in nature, it is appropriate that this committee considers 
this report. 

 
The Structure of the Code 

 
12. The Code is built on 6 principles, these being the benchmarks against which all 

financial management should be judged (leadership, accountability, transparency, 
standards, assurance and sustainability; Appendix 1 provides further explanation). 
Applying these principles is considered necessary in order to provide a strong 
foundation to: 

 financially manage the short, medium and long-term finances of a local authority; 
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 manage financial resilience to meet unforeseen demands on services; 

 manage unexpected shocks in their financial circumstances. 
 

13. These principles are underpinned by 17 standards (A to Q) for good financial 
management, these being designed to enable authorities to test their conformity with 
the principles of the Code; the relationship between the principles and standards is 
explained in Appendix 2. 

 
 
Complying with the Code: current position and future actions 

 
14. The Code has been designed as a ‘one size fits all’ solution, aiming to cover the 

complexities that will exist in some very large local government bodies, as well as the 
more straightforward activities of much smaller bodies like ourselves. The Code 
acknowledges that its component standards will have different practical applications 
according to the particular circumstances of each authority and that their use should 
therefore reflect this: the principle of proportionality is embedded within the Code and 
reflects a non-prescriptive approach. 
 

15. Local authorities are required to demonstrate how they meet the standards of the 
Code, and how they apply the Code to achieve improvements to their financial 
management processes (by using the standards to show ambition and stretch). The 
Code is not prescriptive about how compliance should be achieved but, together with 
its associated guidance notes, provides ideas and suggestions about how a local 
authority might demonstrate that compliance. 

 
16. An assessment of the current level of compliance has been undertaken, as a 

preliminary to the Authority fully meeting the requirements of the Code in 2021/22. The 
overall conclusion of this review is that the Authority’s governance and financial 
processes and controls meet the requirements of the Code, but that there are a 
number of areas where we could make improvements. The latter are summarised at 
Appendix 3, which includes some processes that are already in place but which could 
be made clearer or improved, as well as a small number of new items. 

17. The full assessment against the Standards is not included here, but is available to 
Members on request. The assessment document in unavoidably lengthy (18 pages) 
and very detailed, because it sets out the evidence for our current level of compliance 
with the Code’s Standards and links that to the proposed actions, thereby providing a 
detailed audit trail as to how this assessment has been completed. This should allow 
the appropriateness of our response to be considered by our auditors in due course. It 
is acknowledged that completing this review was a little like ‘marking your own 
homework’, but the current report is an honest attempt at measuring our approach to 
financial management against the requirements of the Code. 

 
Conclusion 
 
18. The Authority demonstrates a good level of compliance with the Code, though - in the 

spirt of continuous improvement - there are some relatively straightforward actions it 
could take to raise compliance further. The actions listed at Appendix 3, if agreed, will 
be delivered over the next two years. Spreading them out in this way is deliberate: 
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certain actions can be covered when particular issues are dealt with as a matter of 
course (e.g. the next Comprehensive Spending Review, or the 5 year revision of capital 
strategies), but we also need to be pragmatic about the level of resources we have 
available: not everything can be done at once. 
 

 
Richard Burnett 
Director of Corporate Services / Treasurer 
 
25 November 2020 
 
Background documents: 
Financial Management Code; CIPFA, October 2019,  
Financial Management Code, Guidance Notes; CIPFA, May 2020 
Introducing the Financial management Code; CIPFA, June 2020 
Assessing your financial resilience: Implementing the new FM Code; CIPFA, June 2020 
 
 
 
 
  



 

9 
 

APPENDIX 1 
 
Financial Management Code: Principles  
 
 

1. Organisational leadership. Demonstrating a clear direction based on a vision in 
which financial management is embedded into organisational culture. 
 

2. Accountability, based on medium term financial planning that drives the annual 
budget process supported by effective risk management, quality supporting data 
and whole life costs. 

 
3. Financial management is undertaken with transparency at its core using 

consistent, meaningful and understandable data, reporting frequently with evidence 
of periodic officer action and Member decision-taking. 

 
4. Adherence to professional standards is promoted by the leadership team and is 

evidenced 
 

5. Sources of assurance are recognised as an effective tool mainstreamed into 
financial management, including scrutiny and the results of external audit, internal 
audit and inspection. 

 
6. The long-term sustainability of services is at the heart of all financial management 

processes and is evidenced by prudent use of public resources 
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APPENDIX 2 
Financial Management Code: Structure 
 
The following diagram illustrates the relationship between the 6 principles and the 17 
standards (A-Q) which make up the Code 

 

     

FM Code 
     Leadership 

 
Accountability 

 
Transparency 

 
Standards 

 
Assurance 

 
Sustainability 


 


 


 


 


 



A. The 
leadership 
team is able 
to 
demonstrate 
that the 
services 
provided by 
the Authority 
provide value 
for money 

 D. The Authority 
applies the 
CIPFA/Solace 
Delivering Good 
Governance in 
Local Government 
Framework 2016 

 L. The Authority 
has engaged 
where 
appropriate with 
key stakeholders 
in developing its 
long-term 
financial strategy, 
medium term 
financial plan and 
annual budget 

 H. The 
Authority 
complies with 
the CIPFA 
Prudential Code 
for Capital 
Finance in Local 
Authorities 

 C. The 
leadership team 
demonstrates 
in its actions 
and behaviours 
responsibility 
for governance 
and internal 
control 

 E. The financial 
management 
style of the 
Authority 
supports financial 
sustainability 


 


 


 


 


 



B. The 
Authority 
complies with 
the CIPFA 
Statement on 
the Role of 
the Chief 
Financial 
Officer in 
Local 
Government 

 P. The Chief 
Financial Officer 
has personal and 
statutory 
responsibility for 
ensuring that the 
statement of 
accounts 
produced by the 
Authority 
complies with the 
reporting 
requirements of 
the code 

 M. The Authority 
uses an 
appropriate 
documented 
option appraisal 
methodology to 
demonstrate the 
value for money 
of its decisions 

 J. The Authority 
complies with 
its statutory 
obligations in 
respect of its 
budget setting 
process 

 F. The Authority 
has carried out 
a credible and 
transparent 
financial 
resilience 
assessment 

 G. The Authority 
understands its 
prospects for 
financial 
sustainability in 
the longer term 
and has reported 
this clearly to 
Members 


 


   


 


 



O. The 
leadership 
team 
monitors the 
elements of 
its balance 
sheet that 
pose a 
significant risk 
to its financial 
sustainability 

 Q. The 
presentation of 
the final outturn 
figures and 
variations from 
budget allows the 
leadership team 
to make strategic 
financial decisions 

   K. The budget 
report includes 
a statement by 
the Chief 
Finance Officer 
on the 
robustness of 
the estimates 
and a 
statement on 
the adequacy of 
the proposed 
financial 
reserves 

 N. The 
leadership team 
takes action 
using reports 
enabling it to 
identify and 
correct 
emerging risks 
to its budget 
strategy and 
financial 
sustainability 

 I. The Authority 
has a rolling 
multi-year 
financial plan 
consistent with 
sustainable 
service plans 

 
The standards are grouped into 7 sections: 
 

1. The Responsibilities of the Chief Financial Officer and Leadership Team (A,B) 
2. Governance and Financial Management Style (C,D,E) 
3. Long to Medium Term Financial Management (F,G,H,I) 
4. The Annual Budget (J,K) 
5. Stakeholder Engagement and Business Plans (L,M) 
6. Monitoring Financial Performance (N,O) 
7. External Financial Reporting (P,Q) 
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The standards in the first two sections of the code cover important contextual factors 
(largely concerning ‘soft skills’ and behaviours) which need to be addressed in the first 
instance if sound financial management is to be possible. The first section deals with the 
responsibilities of the CFO and the leadership team, the second with an authority’s 
governance and management style. Adopting best practice in these areas is key to 
ensuring that organisational culture is to be favourable to strong financial management. 
 
The standards in the remaining five sections address the requirements of the financial 
management cycle, with Section 3 articulating the requirement for a long-term approach to 
the evaluation of financial sustainability (though this will always be more difficult for us due 
to the often short term nature of central Government funding). To make well informed 
decisions all these elements of the cycle need to be fit for purpose. The development of a 
high-quality long-term financial strategy will not itself promote financial sustainability if, for 
example, an authority’s  annual budget setting process (Section 4), stakeholder 
engagement and business cases (Section 5) and performance monitoring arrangements 
(Section 6) are inadequate. The cycle is completed by Section 7, which shows how high-
quality financial reporting supports the financial management cycle by ensuring that it rests 
on sound financial information. 
 
Under principle 5 (‘Assurance’), standard F (Financial Resilience), full compliance requires 
authorities to undertake a Financial Resilience Assessment. The requirement for such an 
assessment is new, but the principles that underpin it are not, being followed routinely as 
part of good financial management. As the Action Plan at Appendix 3 identifies, we will 
need to consider how best to respond to this requirement, given that we believe we are 
already managing resilience. We need to be careful to avoid adding to our existing 
governance reporting workload unless that brings real value, so proportionality is key: the 
Code (including this Financial Resilience requirement) has been designed for all local 
government bodies, many of which are magnitudes larger and more complex than this 
Authority. 
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APPENDIX 3 
Actions for Improvement, identified from the review of the Financial Management Code 
 

Standard Areas for potential improvement By? 

A 
 
 

Monitor the results from Equality Impact Assessments to demonstrate that that we have taken these into account when 
assessing the ‘Equity’ aspect of the Value for Money (VfM) of service delivery.  
 
The next Annual Governance Statement to include explicit mention of VfM issues, and the Authority’s approach to these. 
 
Review the procurement component of Financial Regulations; any substantial changes to be supported by appropriate training 
for users. 

Nov 21 
 
 
Mar 22 
 
Sep 21 

E 
 

Consider the potential for peer review with another NPA. 
 
Improve the understanding of relevant Officers about when the finance team should be consulted, to improve project design and 
management. 
 
Establish training needs for promoting financial literacy amongst Members and officers, and deliver training.  

Apr 22 
 
Sept 21 
 
 
Dec 21 

F 
 
 

Consider how best to approach the matter of a Financial Resilience Assessment, identifying a solution that is appropriate and 
proportionate to our circumstances 
 
If the results of the 2022/24 Comprehensive Spending Review are negative, develop an appropriate savings plan, including 
mechanisms for its delivery and monitoring. 

Dec 21 
 
 
Jun 22 

G Headline projections from the 5 year budget to be included within the annual ‘one year’ budget report, to highlight any growing 
financial risks which these longer-term projections may indicate. 

Feb 21 

H 
 

Future capital strategies to be clearer about how the management of assets supports service delivery.  
 

Dec 22 

I The next full revisions of our two Asset Management plans (IT, Property) will take into account the Code’s Guidance Notes on 
this issue. 

Dec 21 

K The annual budget report to include an explicit statement from the CFO on the robustness of estimates and other budgeting 
assumptions. Additional explanations will be provided where there is any significant level of uncertainty over these estimates. 

Feb 21 
 

M For new programmes and other complex projects, improve the ‘option appraisal’ aspect of the evaluation process.  Sep 21 

N Review our treatment of regular underspend ‘carry-forward’ budgets at year end, to ensure that the levels of such are 
appropriate and to identify any problems in the delivery timetable.  

May 21 

O Prepare a financial policy note which gives a comprehensive picture of the Authority’s processes for managing balance sheet 
risk. 

Dec 21 

Q Review the format of the management accounts, to ensure that it meets the Leadership Team’s requirements.  Aug 21 

 


