ARGYILL AND BUTE COUNCIL AUDIT COMMITTEE
FINANCE 8 NOVEMBER 2001

AUDIT OF ACCOUNTS 2000/2001
MEMBERS’ LETTER, AUDIT CERTIFICATE AND CERTIFIED ACCOUNTS

1 SUMMARY

In accordance with the legislation, the Certified Accounts, Audit Certificate and the
External Auditors’ Letter to Members were submitted to the Council meeting on 1
November 2001, Copies are attached to this report.

The external auditors have issued a clear audit certificate and all DLO/DSO operations
achieved the financial objective of at least break even.

The completion of the audit of accounts for the year 2000/2001 within the timescale set
by Audit Scotland means that the Council continues to be completely up-to-date in
completion and audit of accounts.

An Action Plan is included as Appendix 1 of the auditors Final Report to Members. 1t
1s important that agreed actions are completed timeously and internat audit should
monitor and report to the Audit Committee on compliance with the Action Plan.

2. RECOMMENDATION

Internal audit monitor adherence to the Action Plan and submit a report to the Audit
Committee during the course of the year 2002.

Stewart McGregor
Director of Finance
9 October 2001
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affite v avwAL AULUUNI S
CDUECI‘LE FOREWORD BY THE DIRECT! 011% g; FINANCE for the year ended 3t March 2004

Imtroducticn
This forewond is intendad as & comment on ARJy4 and Bute Council's financial position as presensad within the Staternent of Accounts for the
financial year Z000/2001.

Statement of Responsibilites
This statement sets out the main inancial responsibiiities of the Councd and the Director of Finance.

Accounting Policies

The Siatement of Agcounting Palicies sats oul the basis upon which the Financia! Staterments have been prepared, and explains the
accounting treatment of both general and spesific ems.

Tha Financial Statemants

Consnlidetad Reverve Accourt :

shows the income raised by the Council during the year and how it was spent on services, financing costs and contributions tofrom reserves.
A comparisan o budget is also made in this statement. The surplus or deficit is camied io the Statement of Total Movement on Reserves.
The notes 1o the Consolidaled Revenye Account provide additional inforration en some cosis and insame included within the Consolidated
Revenue ACcount.

Housing Revenoe Acoount

reflects the statutory requiremant to separately account for local authority housing provision, as defined in the Housirg (Scotiand) Act 1987. It
shows the major elemants of housing revenue expendityre and capial financing costs, and how fese ane met by 1ents, housing suppon grant
and other income. The surplus or deficit is camed to the Stetement of Total Movement in Reserves.

Summary DLODS 0D Revenue and Appropriation Account

givas the sunsmarsed financial outtumn for each DLO/DSO for the financial year. it dlso shows how the ovarall surplus or defict is dealt with.
A note to the staternent indicates whether the OLOMDSC's have achieved their stabsdory inancial objective. The overall DLODSO position is
cemied 1o the Consolidated Revenue Account and Statement of Total Movemant on Reserves.

Counci Tax Income Account
explains how the councit gax income shown for the financiat year in tha Consolidated Revenue Account s made up.

Nor-tiomastic Raefe income Account
shows the build up of non-domestic rate income, the contribution 1o or from the: national pool and the resuibing net income for the financial year
1 the Cauncil which i shown in the Consalidated Revanus Acoount.

Contolidated Batance Sheef

brings together all the assew and Kabiiiies of the Councif's Genaral Fynd, Divect Labour and Divect Service Onganzsations and Loans Fund. it
i the staternent of the: resources of the Council and the means by which they have been financed, itis also a report on the Council's financial
pasition at ane particutar point in time, a snapshot of its inancial affairs at the cose of the year expressed in accounting 2mms. The notes to
the Batance Sheet give further infommation on the make up of ceran assets and liabilides,

Siatement of Total Mevement in Resenes
gives details of the hatanoes on 2ach reserve at the start of the financial year, tnovements during the financial year by source and the balars
at the end of the financial year as shown in the Balance Shest.

Consolidated Cash Fow Stelement
SUmmatites the inflows and outiicws of cash afising from the trensactions with third paries on both day 1o day revenue irensactions and
expendite on capital activites, ’

Majer Changes in Accounting Practice

The Councii ttmtinues 0 adopt fhe accounting practices meommended by the Charlered Institwte of Fubtic Finance and Accountancy (GIPFA)
and the Local Authorities (Sootiand) Accounts Advisory Commities (LA{SIAAC). In accordance with best acoounting prachice the defered
chamge balance as at 31 Manh 2000 has been written out of the balance shest i the Gapital Financing Reserve. Deferred chamges arising
during the year have bean charged in ful to the relevant servion department's revenue account The tadge! figures have been adusied i #d
coMparison.

Further more to comply with the 2000 Statement of Recommended Practice (SORF) depreciaicn has been charjed on al operational
buitdings, apain the budget figures have been adjusied to aid comparison,

During 200072001 the Council Gamied qut & review of its approach 1 allacating central support service costs. The ouicome is an incheass in
the tansparency, clarity and robusiness of thesa aliocations. This has resutied in a number of changes in the allbcations to individual services
with the budgat being aduseed for comparson. The mest natable adjustment being a reduction in allocations tn the Housing Revenue
Accgunt of £0.171m. Exeapt for the Housing Reverue Accourt butgets have bean adjusied to aid comparison,
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Aég}t’ﬂ 2000-2001 ANNUAL ACCOUNTS
@BULE  popEwoRD BY THE DIRECTOR BHFINANCE for the yoar ended 31 March 2001

Property Valuations

It is the intention of Argyll and Bule Council that all kend and property inharibed from the former District and Regional Councils be: revalued
through & rofling programme of revaluation. This programeme was started dudng 199972000 with all propacties of te. former Axgyll and Buts
Districd Council being valued togather with off otier properiies. which had a valuaton as at 1 Aoril 1009 graater then £4m.  This programme of
revaluation continued during 2000/01 with the revalustion of sl Prmary Schools and 84 of the non-cperitional buildings.

Council dwellings weare revalued at the 315t March 2001.

Assat impairment

i compilisnce with Finoncia! Renorting Standard 11, Impainment of Fixed Assets and Goodwill, the Council has reviewad the valuations of is
assate at 31 March 2001 to atsess any recducton in esset valusbons. Anising from thess impainment reviews the Count has reduced the
valuation of Hermitage Academy and Campbeltown Swimming Pool by £6m and £0.5m respactively. These reductions are reRected in the
actusl expenditure of Education and Devetopment and Environmeat Services for the year,

Consolidated Revenus Account

Tha general fung balence at 31 March 2001 amounted to E0.085m. This is an increase of £0.072m on the budgel balance of £0.013m.
Howeves it should be nolad the Coungl has forward commilments of E0.468m {o be funded from this in respect of specific projects related to
the riterin swaed of the Special Islands Needs Allowance [SINA).

Tha genveral fund balanea of E0.085m can be analysed as folows:

Em Em
Budgetet utisation of reserves (.35
Transfer from HRA lo Genaral Fund 0.364
Busigetad woiing bekance 0.013
Surplus brought forward fom: 1933/2000 0.322
Supplementary estimate re faasibilty study in Education capital funding {0.110)
increasad lncoms :
Savinigys m loan charges 0.600
Increass in council tax and community charge
colbacfion 0.150
Confribution by DLODE0 0.389
Underspani on projacts fundad from intevim
SINA award 0488
Other . 0.039
1.8
Incrassed mxpenditum
Egycation 1.954}
Transportation and Froperty Senvices {0.528)
Faat and Mouth precautionary measures {0.132)
Reduction in Cantrel Support Allocation 1o 0.17)
HRA
(1.9%6)
©.158)
Ganeral Fund balsnca 31 March 2001 B.ops

Durng the year the Council thok pracaulionary maasurss with regard to e nationa! foot and mouth outbreaks. The amount of expendilure
incured during 2000/2001 was £0.132m. Thes ecst was met by the Devalopment end Environment Senvioes and has been inciuded in tha
total expenditure chargeabla sgainst Section B3 of the Local Government {Scodand) Act 1873,

mmmmmdmmﬁmmmmmuwmmmdﬂzmmmummm
has besn spent on additional staffing and school suppies, This income ant expenditurs wes additional to budge!

Tha major rarsons for increases in Educalin sxpenditure include cleening and eataning costs, pupd ransport and tsaching staff costs. The
confributing faciors within Transpertation and Property Services include addiional costs relatad tn winker maintanance of roads, unbudgetad
slaff costs and reduced incoms levels.

DLODSO's

During 2000/2001 tive Councits DLO/DSO's achieved a supius of £0.389m. The surplus has baan taken rs » contribulion (o the Genersd,
Fund Al DLODSO's met their statutory inencied objacive. bn & periad of finencial constraints his /s 8 welcome outcome and reflacts
posifively upon the Council's managament of diract services.

Housing Ravens Aot

T bakance on the HRA ressrve stands of £1.573m at 31 Macch 2001. This comparas to & budigeled balanca of £1.511m. The main faciors
giving nsa fo the raduction of £0 238m in the reserve s as follows:
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A 2000-2001 ANNUAL ACCOUNTS

SBULe  orewORD BY THE DIRECTORL FINANCE for the year ended 31 March 2001

Housing Revents Account [Continued) Em
Savings in capial Bnancing costs and intsrast 0978
Increase in oihes income 0.305
Ratction in caniral suppor service allogation . 011
incraasad Incoma 0.654
Additione| expeanditurs on repairs and maintenance (0.518)
Void house rents snd provisian #x bad debs [0.269)
Other movernsnis {0.075)
increased Expanditure _ _ {0.802)
Reduction in HRA Reserve 0238
Budgated contributions of £0.7m to supplement the capilal expendiiure progiaemme and a iransfer in the general fund of £0.364m ware made.
Capltal Expanditure

Tive Council incurs capital sxpantiure within bmits taid down by the Scotish Execulive wha ssue consents under Section 94 of the Loeal
Government (Scotland) Act 1973, Capital raceipts (from the sake of buldings, land, ete.) and privale secior contributions. are used to enhanzs
thise consents, subject 1o certain Soottich Executive restrictions placad on the use of recojols. Details of capital expenditure ore as foliows;

Corsposiia Programme Housing Revenua Account

£m fm

Net Alocation 10.882 1.675
Usable Capits! Receip!s 1.282 .800
Capital Finsnoad from Curment Revenue __Dr.134 D.Tﬂ}_
Grose Consant 12298 ERE
Capital " 1283 1478
Extass Expenditurs 0539 -

The excess axpandive on the: composite programme, which was planned, is within tolerance kimits allowed and will de oifset against the
consent avaiiable in 20012002, Contwining expenditure within he inlerance fmit demonsirsies eifactve management of the substantal
capital investmant programmes and the confinuing pressure upon thesa programmes. The comsosite programne incudes &l senices obher
than Potice, Fre and the Housing Revenus Accouttt Joint Boartis control capital éxpencitzre on Police and Fire and afe reportad separately
thereon. The Housing Revenue Attount covers capial axpenditure on the Council's stock Gf houses. The comocsite programme inclutes
addiion! consent in msiation 1o the redevelopment ot Port Askaig Harbour which the Coundll sacured in competition, securing much needed
additional investment in the Council ansa,

Other Significant Matters

The Council has bast actve in progressing a range of initiatives which aithough not divectly affacting the financial posifion for tae H00/2001
financial year ars worthy of mention in crder to gaim & full understanday of the Council's business,

Over tha last 2 years the Councll has been developing a public private perinership lo sacure the necessary capital investment o meet the
Council's ipng term waste dispocal neads. Tha contract was signed during September 2004,

Tha Coungil secured funding under the new housing parinerships programme. This funding has been wtiised 1o cany out an options appraisal
study for large scale volintaey ranster of the housing stock. The options appraisal is well underway and tha ortcome of this will be considenad
over tha next year,

in commen with oitver Councils a significant mvestment in school buildings is required. The Councll has adopted & proacive spproach 10 tis
and allocated funding during 2000/2001 for a feasibiity study b investigate how this investmant might be achieved. To Suppisment this the
Countil sacurad £0.200m of Scotiish Executive funding to develop an cuffine business case dor s educklion capital investment proposals.
This execcisa is now undensay.

Contiusion

The Coundil ends the year with 2 smalt janeml fund surplus. Howewer this is commilied to projscts sready undedway. Improvements in
council tx colsction, savings in loan chamges, effectve manapement of DLQ/DSCs and contairment of expandime in most dapartmants has
offse! the ovar axpanditure on Educalion and Transportetion and Property Samvices. There is & smal reduttion in the HRA raserve. In ovaral
tamis the Councsl nas achimved its chjactives in Ay ublising capital consents,

The Council wit continue to pursue initistives ¥ sacurs addional funding. Budgetery control wil be scauinised to improve fnsncial conrol

within Education and Tranaporistion snd Propecty Services.
Stewart Mc(regor
M‘er Director of Finance

20 Saplember, 2001
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Counca, STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

THE AUTHGRITY'S RESPONSIBILITIES
The Authority is required:

1. to make amangements for the proper administration of its financial affairs and 10 secure that one of its officers has the
respansibility for the administration of those affairs. In this autharity, that officer is the Director of Finance.

2 to manage itg affairs o secure economic, efficient and effective use of resources and safeguard its assets.

THE DIRECTOR OF FINANCE'S RESPONSIBILITIES

The Director of Finance is responsible for the preparation of the authority's statement of accounts, which in terms of the CIPFALA(SIAAC Code
of Practice on Local Authority Accounting in Greal Britain ("The Code of Practice”), is required to present fairiy, the finandial position of the
~ authority as at 21 March 2001 and iis income ani expenditure for the year ended on that date.

in preparing this statement of accounts, the Director of Finance has:
1, sedected suitable accounting policies and applied them consistently;
2 made judgements and estimates that were reasonable and prudent;
3 sormpiied with "The Code of Practice”.
The Directer of Finance has also:
1. kepl proper accounting records which were up to date;
2, taken reasonable steps for the prevention and detection of fraud and other imegularities.
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e == 2J00-2001 ANNUAL ACCOUNTS

wBUIC  grATEMENT OF ACCOUNTING PQUGJES for the year nded 31 March 2001

The Accounts have been prepared in accordance wilh the Code of Practice for the publication of Financial Information. Due regard has been
given to the Statements of Recommended Practice and Accouniing Standards as they apply to Local Autharities in Greal Britain.

1.

REVENUE ACCOUNTS '
Revenue fransactions have been recorded on an income and expenditure bagis, actual or esbmated sums having Deen included in
respect of known debtars and creditors at the year end.

Customer and client recaipts in the form of sales, fees, charges and rents have been accrued in the period 1o which they refate.
Emplovee costs have been charged to the period within which the emplioyaes worked.

Interest payabse on extermal borrowing and intermal infenest has been accrued in the period to which it retates on the basis of the gverall
economic effect of the borrowing.

The cost of supplies and services has been accounted Jor in the period during which they were recaived or consumed.

All revenye grants are maiched with the expenditure o which they retate. Grants made 10 finance the general activities of a local
authority or to compensate for loss of income are credited to the revenue account of the financial year to which they reiate. Specific
govemment granis are accounied for on an accruals basis when the conditions for receipt have been complied with.

OVERHEADS

The cost of all Central Support Departments are fully aliocated over user departments. Allocations have been based on actual or
estimated activity levats, lime and floor area.

PENSIONS
The cost of providing pensipns for employees is charged o the revenue account in accordance with the statulory requirements
gaveming the particular pension schemes o which the Cowendil contributes.

The accounting treatment followed by the Coundil is not in accordance with the Statement of Standard Accounting Practice 24
(SSAP24), "Accourting for Pension Costs”, which requires that the pansion costs should be charged to revenue in such a manner as o
provide a substantially level charge for current and future pension cosls. 1t is not considered appropriate to reflect non-cash itlems of
this nature in the accounts of the Coundil and, therefore, the charge for the year represents only the actual contributions paid.

The employer's contributions to the schems are assessed every three years by a consulting aduary and are calcuiated to ensure the
actuarial sgivency of the fund. The cost of pensions to the Councl, reflected in the financial staternents, is the actual contribution paid
in the year as delermined by the actuary.

CAPITAL ACCOUNTING
Accounting Policy Statement

The atcounis have been drawn up in accordance with the Coge of Practice on Local Authority Accounting in Great Britain, which is
recognised by statute as represening proper accourting practices, In Scotland the status of the 1983 Code is derived from the Scottish
Office Cireular 51985 and not from a statutory source. Services have been charged jor the assets based on their vaiue rather than on
the financing costs of debt outstanding on the asset.

Fixed Assets
Al expenditure on the acquisition, creaticn or enhancement of fixed assets has been capitalised on an aceruals hasis,

Disposal of Fixed Assels
Tiwe receipts arising from the disposal of fixed assets have been dealt with on an acoruals basis. Those of a capital nature are credited
to the Capital Financing Reserve.

Depreciation
This poticy complies with the requirements of tha 2000 SORP which incorporated the introduction of Financial Reporting Standard 15
(FRS15), "Tangible Fixed Assets".

Operationd Buikings — Other - 20-50 years
Operationa Buildings - Council Dwaliings - 30 yeats
infastructurs and Deferred Govemment Grants therson - 40 years
Vehicles - 4-20 years
Plant and Equipmert - 3-10vyears
Vessals - 25 years

Fage b



LUVELUY I ANPIUAL MU D

COUNCIL

$Biite STATEMENT OF ACCOUNTING POLICIES for the year ended 31 March 2001

10.

1.

12.

13.

14,

DEFERRED CHARGES

Delermed charges are ftems thal have been charged to the capital account of the authority, but which do not result in the acquisition of 2
tangtbie asset for the authority, On the 31 March 2000 these were valued at £43.56%m, £34.789m of which was for Argyll and Bute
Council invesling in private sector housing slock by way of repair, improvement and disablement grants. On 31 March 2001, in line with
best accounting practice, these are now shown t have no value as Argyll and Bute Council derives no beneficial owrsership of such
invesimant.

Deferrad charges arising during the financial year have baen wiitten ouf immediately with service revenus accounts being charged on
the basis of the benefit that the service receives as a result of the expenditure. Adjustments have been made through the contribution 1o
the Capital Financing Reserve so thai there is no net impact on the amount to be met from government grants and local taxation.

STOCK & WORK IN PROGRESS

Steck has been valued at the lower of cast and net realisabls aive.

Work in progress is reflected in the Revenue Accounts and Balance Sheets of the appropriate frading activities at cost plus, whera
appropriate, a proportion of overheads 1ogether with atiibuiable profits and aflowances for future losses.

PROVISION FOR BAD AND DOUBTFUL DERT
Due account has been taken of the lkelihood of the collection of outstanding debt, inguding lpcat tax colisction, and, where appropriase,
dehtor balances have been reduced to reflet this.

INSURANCE FUND
An insurance fund has been established in accordance with the Local Govemment {Scotfand) Act 1994,

RESERVE FUNDS

& Repairs and Renewals Fund has been established in accordance with the Local Govemment (Seotiand) Act 1975. Reserve Funds
for the Direct Labour and Direct Service Organisations have been estabfished in zccordancs with the relevant CIPFA Code of Practice,
A Capitat Fund has also been established within the Direct Labour Organisation,

LEASING
Al current igases are classified as "operating leases” as defined by Statement of Standard Accounting Practice 21 (SSAP 21),
*Accounting for Leases and Mire Purchase Contracts™. The annus rentals are charged to the appropriate Revenue Account,

ASSETS FINANCED BY COVENANT SCHEMES

The accounting Weatment of assats financed under Covenant Sghemes is in accordanice with Section 4.1 of Guidanoe Note 1 -
Covenant Schemes Accounting Treatment and Disclasures - issued by the Local Authonty (Scobiand) Accounts Advisory Committes
{LA(SYAAC). The Countil's indebtedness is recorded as a Delermed Covenant Liablity in the Consolidated Balance Sheet. The asseis
have been vatued in accorgiance with Nole 4 above.

LOANS FUND

In actordance with the Lot Govemmend {Scotland) Act 1975 Schedule 3 (12), the Council adminiglers a Loans Fend. Alf loans raised
by the Council are paid into the fund and are pooled. Interest and expenses of the Loans Fund have been calculated and allocated to
the revenue account on the basis of debt cutstanding on each account at the start of the financial year with a pro-rata adjustment in
respect of new advances. Redemption of debt has been calculated and provided for in the Revenue Accourt on an annuity basis.
interest on revenue batances is allocated on the basis of manthly balances heid on the respective accounis,

DIRECT LABOUR AND DIRECT SERVICE ORGANISATIONS

Accounts for the Direet Labour and Direct Service Qrganisations are included in summary iomat in this document. A detalled set of
SCCOUNS as reguired by statule are available on reguest from Council Headquarlers. The Consolidated Revenpe Account and Balance
Shest include entries from these as appropriate.

MAJOR CHANGES IN ACCOUNTING PRACTICE

In accordance with best ascounting practice the deferred charge balance as a1 31 March 2000 has baen written out of the balance
shee! o the Capital Financing Reserve. Deferred ¢charges arising during the year have been charged in full to the relevant service
depariment's revenue account. The budget figures have been adiusted tn aid comparison,

Further more to comply with the 2000 Statement of Recommended Practice (SORP) depreciation has been charged on all aperational
buildings, again the budget figures have been adjusted to aid comparison.

During 200042001 the Council camied out a review of its appraach to allocating central suppor sesvice costs. The outcome is an
increasa in the transparency, clarity and robustness of these allocations. This has resulted in a number of ehanges in the allocations to
indévidual services with the budget being adjusted for comparisan.
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CONSOQLIDATED REVENUE AGCOliI‘agbfor the year ended 31 March 2001

SBlite

COUNCIL

1599100 2000/01
Actual Acival Actual Actual Budget
MNet Gross Gross Net Net
Expenditure Expenditure imcome  Expenditure  Expenditure
£'000 £'o00 £'000 £'000 £'000
Council Services
56,292  Education 76,19 8,754 67,265 58,680
17,022 Devetopment and Envirnment Satvice 24794 £.06% 18,725 18,148
20484  Social Work and Housing Service 45,076 18,813 26,263 25,462
1,106  Housing Revenue Account 14,518 14,135 383 17
19898  Roads and Transponation Service 38430 18,457 19,973 19,551
1817 Central Services to the Public 3,005 1,190 1815 2172
2282  Corporate and Democratic Core 3,378 87 3,292 337
11,278 Joint Boards 11,468 - 11,468 11,191
130,160  Net Costof Services 216,687 67,505 149,182 138,556
130,189  Net Operating Expenditure 150,012 13B, 258
(1196)  Surplusideficit) ransfamed to/firom HRA Baiances (383) (17}
(54)  Contibuion from Funds and Earmarked Reserves (757) (757)
6,261 Contributions tofffrom) Capital Financing Reserve {9,614) 461
(280}  Conribution from DLODSO (389) -
135,020 Amount to be met from Govemment Grants and Loca! Taxpayers 138,869 137,945
30852 Council Tax 32984 32,877
76818 Revenue Support Grant 75,852 75,371
25472 Non-domestic Rates 25,23 A2
314 Community Charge and Oid Rates 191 125
{1.764)  (Deficit) ! Surplus for Year (611} {351)
Transfer from HRA Reserves 364
2096  General Fund Surplus Brought Forward 3
32 General Fund Surplus Carried Forward 85

Dueng the year the valuations of Hermitage Academy and Campbeitown Swimming Pool were revised down to reflect a permanant impainment in
value. This amounted to an additional charge of £6.071m being made to the Education service account and £0.514m being made to the
Deveicpment and Environment service account.

The budget net expenditure per the Consolidated Revenue Account has been revised to refiect charges for depreciation on operailon builgings
{£3,923,000) and the wrile-off of deferred chargas (£3,341,000) not initially budoeted, the appoval fo finance items of expenditure from Funds
and Earmarked Reserves (£757,000). The budget has also been adjusted to reflect the revised allocation of central support costs. This has no
overall affect on the net cost of services.

Page &



AYZSVIL  2000.2001 ANNUAL ACCOUNTS

$Biite

COUNCIL

NOTES TO THE CONSOLIDATED REVEHMUE ACCOUNT

1. Joint Boards

This account shows payments to the Police, Fire, Passanger Tzanspart and Valuation Joint Boards and to ihe Authorities Buying Consortium,

199912000
£000

262

6,481

3512

1,006

18
T

2, Assel Management Revenue Account

2000/01

£000
Strathclyde Passenger Transport 352
Syathclyde Police Joint Board 8,406
Strathciyde Fire Joint Board 3,841
Dunbartonshire and Argyd & Bute Vaiuation Joint Board 1,038
Authorities Buying Consortium ]
Total Joint Boards 11,466

This aceount shows the [deficit)/sueplus arising from the capital charges made to the service accounts fer the use of assels and the cost to the

Council of financing these assets.

1959/2000
F'000
4,056

17,378
(21,526)
(469)

’

200001

£'000

Charge for Depreciation/lmpairment 16,562
Exiernal Interest Payable 17.821
Cagpital Charges (33,165}
Release of Govemment Grant {488)
Net Expenditure /{ Income) 330

3. Contributions 1o Caplal Financing Reserve

This shows the amount of revenue resources used to finance capital expenditure during the year and the repayment of the principal instatment
friom the Loans Fund, offset by depreciation/impairment charges (net of Govemment Grants credit) and the amount of defemed charges writlen off

10 revenue.

1848/2600
£000

643

9,205
(4,056

469
6,261

4. Operating Lesse Rentals Paid

2000101

£000

Capital Financed from Curent Revenue - General Fund 134
Principal Loans Fund Instalment 9,667
Depreciation/lmpaimment {16,562)
Deferred Charges Witten off to Revenue (3,341}
Release of Sovernment Grant 488
Tetal Contribution to Capital Financing Reserve {5,514

The Councl uses land, buildings, vehicles, ptant and equipment financed under the terms of an aperating lease. The amount pald under these

arrangements in 2000/01 are as follows:

199912000 2000181
£'000 £1000
113 Land and Buildings &8
521 Vehicles 887
558 Piant and Equipment 305
1l192 Total 11350
In respect of vehstles the Councii recovered £0.121m of ieased car costs fram its emplayees during 2000101
Tha Gouncil is committed ta making payments of £1,148,000 under operating leases in 2001/2002. These can be analysed as follows:
£000
Leases expiring in 2001/02 109
Leases expiring between 2002/2003 and 2005/2006 527
Leases expiring after 200512006 onwards 512
Total

1,148
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ATYIVIL  2000.2001 ANNUAL ACCOUNTS

FBULE  yores 10 THE CONSOLIDATED JEMENUE ACCOUNT

5. Local Government Act 1973, Section 83 Expenditure

The Council's expenditure under this statute, which is for the benefit of locat residents, is limited to the product of £3.80 and the population of the
Council's area. For 2000001 that limit was F0.337m with expendiure of £0.324m being incurrred and included within Service expenditure, This
expenditure covered the cost of Leisute Management Granis, Joint Twinning and the precautionary measures taken with regards to the national
outbreak of foot and mouth disease.

6. Local Government Act 1986 - Separate Publicity Account

The Council is required under Section 5 of the Act to maintain a separate account for publicity. Expenditure of £0.404m was incurred during
200001 and is inclucad within service expenditure as follows: ‘

19992000 2000/01
£000 £'000
181 Staff advertising 172
16 Leaflets and publications 21
60 Statutory notices B4
155 Other 147
412 Total T 44

7. Agency Income

The Council has an agency agreement with Scotfish Homes whereby the Ceuncil coflects rents on their behalf and aanges for maintenanca waork
to be carried out on their housing stock. |a addition the Council has an agency agreement with the Wesi of Scotiand Water Awthority to collect
water and sewerage rates.

1899/2000 200001
£0600 £'000

1 Scoftish Homes - collection of rents 1

3 Scottish Homes  « repair of hauses 1

181 West of Scotland Water Authority 181

185 163

- Agency Expenditure -
165 : 163

£. Local Authorities {Goods and Services) Act 1810

The Council Is empowered by this Act 10 provide goods and services fo other public bodies. Income from these services amounted to £4.624m
and {re related expenditure was £4.582m. The goods and services provided were as foliows:

ntome Expenditure

£'000 £'000

Joint Finance and Resource Transfes 1,659 1,650
North Lanarkshire Council - Cleaning Outdoor Centre 72 &6
Trunk Road Maintenance 2.5 2426
Education - Provisioh of Special Nesds 203 196
Strathelyde Police 108 99
Strathclyde Fire Brigads 127 1268
Scotlish Homes 6 5
Kirkcare 5 4
T 4528 4,502
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{ngY" 2000-2001 ANNUAL ACCOUNTS
COUNCIL NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

9, Pensions - Local Govemnment Superannuation {Scetland) Scheme

The Cenmcll participates in the Superannuation Fund agminisiered by City of Glasgow Gouncit's Strathclyde Pension Fund,  This Fund provides
members with defined benefits related to pay and service.  The confributions are based on rates defermined by the Fund's professionally qualified
actuary and based on triennigl valuations of the Fund, the most recent of which was at 31 March 1299 and set empioyers confributions as follows:

2000101 - 200% of employeas tontributions
2001102 - 210% of employees conbribufions
2002003 - 220% of employees contributions

The value of assets of the scherne as at 31 March 1959 did not exceed 105% of the value of the liabilites of the schame.

1995/2000 2000/01
£'000 £'000

3,240 Penzion costs charged to the accounts {£) 4,053
10,20% as a percentage of pensionable pay (%) 12.00%

18 Discretionary payments made by the council (£) 10

0.05% as a percentage of pensionable pay (%) 0.020%

T Experditure on added years éwarded (£) .
1.18% as a percantage of pensionable pay (%)

The capita ¢ost of discretionary increases in pensions payments agreed by the authority are: £'000

in the year kL
in earlier years 12,046

This inciudes both retirals fram Argylt and Bute Council itself, and refirals from predecessor authorities for which Argyll and Bute Council is still
making payments.

1C. Teachers Pengions - Administered by Scottish Public Pensions Agency

1995/2000 20004
£'000 £'000
1,612 Amount paid over (£) 1,696
§.90% Rate of contribution (%) ‘ 6.90%

&41 Amount of added years awarded by the Councii {£) 43
5% Discretionary payments made by the council {£) -

11. Pensions - Accounting Policy

The accounting reatrment followed by the Souncil & nol in acoordance with Standard Statement of Accounting Praclice 24 {SSAP 24). Under
S5AP 24 pension costs are accounted for on the basis of charging the expected cost of praviding pensions oves the period during which the
Council benefits ¥om the employees' sarvices and spreading the effects of variations from reqular cost aver the expected average remaining

seqvice lives of members of the scheme. The Council does not have sufficient information available to it to disclose what the pension charge to
operating costs would have beeh had SSAP 24 been adopted.

12. Members' Allowances

The total amount of members' allowances paid by the Council during the year wera:

£859/2000 2000601
£'000 £'900
192 Basic Allowance 195
176 Special Responsibility Aliowance 180
368 Total Allowances I
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AXZVI  2000-2001 ANNUAL ACCOUNTS

$Bute
e NOTES TO THE CONSOLIDATED RE@ENUE ACCOUNT

13, Officers’ Emoiuments

The number of employees whose remuneration, excluding pension coninbutions was £40,000 or move in bands of £10,000 were:

199872000
No Remuneration Band
30 £40.000 - £45,999
3 £50,000 - £59,989
3] £60,000 - F80,995
1 £70,000 - £79,999

14, Related Parly Transactions

Curing the year transactions with related parties arose as follows:

Income
£000
Central Government and Agencies:
Revenue Granis; Revenue Support Grant 75,852
Nen-gomestic Rates 20,231
Housing Bengfits ! Support Grant 13,100
Countil Tax Benefit Subsidy 4,523
{Other Govemment Grants 6,772
Capita! Grants:  European Grants m
Sports Lottery a2
Arayll and the lslands Enterprise 47
Seottish Natural Heritage £
New Deal for Schools 600
Other Govemment Capital Grants a7

Related Bodies:
Joint Boargs {see note 1 for further delails)
Strathiclyde Passenger Transport - Concessionary Fares

Other Related Party Transactions:
Companies in which members nave a significant interest

During the year there were various companies in which members had a significant intefest where the total of transactions
exceeded £5,000, these are as follows:

£'000
islay Development Company ' 14
Oban FM 5
Seotlish Milk Limited 5
Tiree CommunityBusiness Limhed 13
Trident Terds 42

15. Year 2000

2000001
No
K

2
6
1

Expenditure
£'000

11,466
727

g

The total cost of making all Council systems Year 2000 compliant was £0.528m. This expenditise was charged through the Councif's capital
programme duting 1998/299, 1999/2000 and 2000/2001. The Council achieved a satisfactory state of readiness prior io 1 January 2000 and a5 2

result the impact on systems due fo the "Millenium Bug® was minima.
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y 11-35: s 2000-2001 ANNUAL ACCOUNTS _
$Bute HOUSING REVENUE ACCOUNT T&HIB year ended 31 March 2001

COUNCIL
199972000 2000:2001 20002001
Actual Actual Budget
£'000 £000 £000
Expenditure

3,383 Repairs and Maintenance 4,502 3984
3553 Supervision and Management 3647 R v}
8,227 Capital Financing Costs 4,953 5003
oz Void House Rents 402 240

P} Bad Debt Write Off - -

24 Frovision for bad or doubiful debis 137 -

114 {ther expendibure 177 128

1,700 Contribution fo Capital Financing Reserve 700 T00

14,836 Tatal Expenditure 14,518 13,787

lncome

13,212 Retit of houses {gross) 13,501 13437
&7 Non-gweding rents 51 55

93 Hausing Suppor Grant 83 9

368 Otiver income 450 185
13,730 Total Income 14,435 13,770
{1,106) (Deficit)  Surplus for Year {383} {17)
3,248 Surpius Brought Forwand 2192 2,192
- Inierest Earaed on Surplus Brought Farward 128 -
. Contribution to General Fund (364) {364)
2,192 Surptus Retained in Housing Revenue Account 1,573 1811

NOTES TC THE HOUSING REVENUE ACCOUNT

1. Gross Rent income

This is the total rent income for the year, Average annuzt rent charges were £37.95 per week in 2000001 {1859/2000 £36.45}

2. Housing Stock

195312000 ‘ 200001
No No

182 Shaltersd Housing 188

3,592 Other houses 3,556

1,858 Tenetment flats 1,664

1453 Other flats 1,330

6,885 Total Housing Stock G748

3. Rent Arrears 2nd Bad Debts
Rent arrears at 31/3/2001 were £0.472m {31/3/2000 - £0.322m) and this equated to an average rent atrears per house of £70 (198912000 - £47)

In accordance with the latest assessment of potential recovery and in order i refiect due prudence, the provision for bad debis has been
adjusted to £0.272m (192972000 - £0.144m), this represents an increase of £0.128m.
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Z000-2007 ANNUAL ACCOUNT S

?DUEJE SUMMARY DLO/DSO REVENUE AND APPROPRIATION ACCOUNT
+999/2000 2000401
{Surplus} Total (Surplus)
Deficit Tumover  Expenditure Deficit
Actual Actual Actual Attual
£'000 £'000 £'000 £000
DLO
{95) Propery Maintenance 3145 3125 (23)
{4  Roads-Local B,O15 7,878 137}
{40 Roads - Trunk 2445 2428 (17}
DSC
{37) Vehicle Mainlenance 1,732 1,586 (148)
(&) Graund Maintenance 2533 2515 18)
{2) Street Cleansing 885 858 7
{51 Refuse Cotlection 1442 1,426 {16)
- Lsisure Managamant T80 143 n
{42) Catering 2433 2427 (6)
{3 Cleaning 1,47 1,235 {12)
(280} TOTAL 24,610 2421 (383}
Appropriation Account
Deficit  Transferto  Transferto Balance
(Surplus) General Fund Reserve Fund 3173101
oop £'000 £'000 £000
200001 (389} 389 . -

NOTES TO THE SUMMARY DLO/DSO REVENUE AND APPROPRIATION ACCOUNT

1. Further information

The detailed accounts for the Direct Labour and Dired Services Crganisations ate contained in 2 separate Annual Repod, which is published in
accordance with the appropriate legistation and is available on request from Council Headquarters,

2. Statutory Financial Objectives

The statutory financial objective for all DSCYs and DLO's is to break-even-afier applying the CIPFA Cede of Practice on Capital Accoenting. Al
Direct Labour and Direct Service Organisations have achieved the siatutory financiat objective.
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COUNCIL

2000-2001 ANNUAL ACCOLNTS

COUNCIE TAX

INCOME ACCOUNTY fpgthe year ended 31 March 2001

Snows the net income raised from councit taxes levied under the Local Govemment Finance Act 1952,

1939/2000

Actual
£000

38312

(252)
(6,526)
{782)
30,652

Gross Council Tax levied and contributions in lieu

Less:

Council Tax benefits (net of goveinment grant)
Other discounts and raductions

Provision for bad and doublful debts

Net Council Tax income

NOTES TO THE COUNCIL TAX INCOME ACCOUNT

1. Calculation of the Council Tax

2000
Actual
£000

41443

(183)
(7.087)
(4,189)
32,984

e ————

Dwelfings are valued by the Assessor and placed within a valustion band ranging from the lowest "A" to the highest "H". The Couneil Tax charge
is calcuiated using the Council Tax Base, ie. Band D equivaients as below. This value is then decreased or increased dependant upon the band
of the dwelling. The charge for #ach band for 200001 was as follows:

Band Valuation Band % Band D £ per year
A Under £27,000 87% £ 62533
B £27,000 -£35,000 78% £ 72956
¢ £35,000 - £45,000 BY% £ B3378
D £45,000 - £58,000 100% £ 93800
E £58.000 - £60,000 122% £1.145.44
F £80,000 - £106,000 144% £1,354 89
G £106,000 - £212,000 167% £1563.33
H Over E212,000 200% £1,876.00
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AXSYH 20002001 ANNUAL ACCOUNTS

@BUte  coynci TAX INCOME ACCOUNTfpr the year ended 31 March 2001

COUNCIL

NOTES TO THE COUNCIL TAX INCOME ACCQUNT - Continued

2. Calculation of the Council Tax Base 2000101

Council Tax Base A B c D E F G H Total
Total Number of Properties 8,098 9,372 9,278 5,358 6438 3,265 2,156 205 44,171
Less . Exemptions/ g1 619 1266 37 518 162 93 8 3972
Deductions
Adiustment for
Single 915 855 692 382 315 127 73 7 3,465
Changepaye:s
Effective Number of Properiies 6,292 1,798 1322 4,579 5,605 2917 1,950 170 36,733
Band D Equivaient Factor (ratio) 69 wm 8 99 119 1319 153 189
Band D Equivalent Number of Properties 4195 6,065 6,508 4,579 6,851 4,300 337 340 35,155

Add Contripution in liew in respect of Class 18 dwelliings (Band D Equivalent)

Nominal Tax Yield
Less Provision for Non-Caollection - 4%

Council Tax Base 2000/01 - Number of Band D equivalents

750

35,905

1,983

34,012
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COUNCIL

2000-2001 ANNUAL ACCOUNTS

NON-DOMESTIC RATE INCOME ABGSUNT for the year ended 31 March 2001

Shows the incoma from the rale ievied umder the Local Govemment (Scotland) Act 1975 as amended by the Local Government Finance A¢t 1992 on
nan-gomestic property.

19502000
Achsal
L'o00

30,636

{3.986)
18
(230}
ZEA24

]
{960}
25412

Gross rates levied and contibutions i lisy

Less;

Reliefs and other deductions
Fayment of interest

Pagvision for bad and doubtful debis
Net Non-domestic Rats income

Adjustments for years prior to introduction of netional non-domestic rates pool
Coniribertion from / (to} national non-domesiic rate pool
Guaranissd Rats income

NOTES TO THE NON-DOMESTIC RATE INCOME ACCOUNT

1. Analysis of Rataabls Values

1999/2000
£
2902925 Industrial and freight transport subjects
31,683,788 Public utilfties inciuding British Rai, British Gas, Hydro Flectric et
Commeriaf subjects:
8,280,645 Shops
3.783,285 Offices
5,343,005 Hetals, Boarding Houses etc.
4,421,665 Cthers
B.284.462 Miscellaneous and formula valued subjects
64,690,775 Totsl Ratagbie Value
2 Non-Domestic Rate Charge
189912000
Pence
4.0p Rate Per Pound Properties under £10,000
48.8p Rate Per Pound Propertiss over £10,000

3. Calcylation of Rete Charge for Esch Properly

The rates charge for each subject is determined by the rateable value placed upon it by the Assessor muliiplied by the Rate per £ announced each
year by the Government.

£000
33,286

(5.867)
(19
{420}
26,980

10
2,241

™

3,409,650
33,268,234

5,680,920
4,555,836
6,819,885
£,506 495

L‘: it
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2000-2001 ANNUAL ACCOUNTS
@BUle  coNsSOLIDATED BALANCE S at 31 March 2001
COUNCIL
1999/2000 200001
£000 £'000
Fired Assots
Operational Assets
52,384 - Councsl Dweliings 63,290
152,755 - Othver Land and Buidings 156,013
4233 + Vehicles, Plant and Equipment 3,088
59,384 - Infrastructure Assels 56,850
28 - Community Ascets £
Non-operational Assets
10,279 - Non-operationat Land and Buikdings 15,464
288,043 200,713
£3 561 Deferred Charges .
1,347 Long Term Debiars 9.065
33395 Total Long Tarm Assuls o7, me
Current Assety
1158 - Stock and Work in Progress 1,178
14,835 - Debtors 9946
795 - Cash at Bank and in Hand 1,885 13,009
350,739 2018
Current Lisbllitias
{29,765) - Short Term Borrowing {1,085}
(15,389) - Creditors {27.352)
(2,315 - Bank Overdratt (2.881) {31,338)
303,210 Total Assets kess Current Liabilities 209,449
(184,956} Long Temn Bomowing (207 ,658)
(479)  Defemmed Covenant Liabilty {399)
{11,215 Deferred Government Grants {11,113) (219,171)
108,580 Total Aswets less Liablfities 70,278
€0,835 Fixed Asset Restatoment Resefve 74,895
39,748 Capital Financing Reserve {9.278)
3,369 Earmarked Resarves 2895
Balances
332 - General Fund B5
2,192 - Housing Revenue Actount 1,573
103 - D80s 108
106580  Total Equity L
WcGrogot
Director of Financa
20 Saptember, 2001
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YOV 2000.2001 ANNUAL ACCOUNTS

?OU}}}I‘E NOTES TO THE CONSOLIDATED BALANSE SHEET as at 31 March 2001

1.1 Movemaent of Fixed Assats

Qperational Assels
Otheriand  Vehicles . Non-
Council and Plant&  Infrastructure Community Operational Total
Dvelings Buildinge  Equipment Assets Assets Assets Total 199512000
£000 £'000 £'000 £000 £900 £'000 £'900 £'000
Balance at 1/4/00 82364 152,755 4,233 59,384 2 10,278 289,043 290,588
Expenditure in year 2966 4,357 1,000 3582 2 2% 12,173 13,492
Revaluations 4,160 9,082 6,803 20,055 (4868)
Disposals {1,156) {38 (18) {483} {1,698 {2,072)
Transfers 1,341 {1,341) {359)
Depregiation (2,078 (3.823) {1,207} (2,772 (©,980) (4,056}
Impairment (6,582) (6,582)
Wwiite off fo FARR (2,966) {1,027} {307) (4,300} {8,085)
Balance at 31/3/01 63,200 156,013 3988 59,368 60 15,494 298,713 289,043
1.2 Valuation of Fixed Assets
OtherLand  Vehicles Non-
Council and Plant&  Infrastructure Community Cperational
Dweliings  Buildings  Equipment Assets Assels Assefs Total

£000's £000's £00d's £000's £000's E00D's £000's -
Valuad at histerical cost 3,988 55,868 60 63,916
Valued at current value in;
200072601 63,280 35,648 4,868 107.806
198972000 84,773 3418 28,189
1898/1999 .
1997/7898 .
195611867 -
Valuations inherited at 1 April 1996 15,592 3210 38,802
Total 63,290 156,013 3988 59,868 ) 15484 208,113

In accordance with the Capital Accounting Code of Practice, fixed assets are shown at vaiuation. The basis on which each category of fixed asset is valued
is a8 foliows:

Council Dwellings
The basis of valuation is Existing Use Value for Social Housing as defined in Practice Statemnent 4.1 of the Royal Instijute of Chartered Surveyors (RICS)
Appraisal and Valuziion Manuat, the definiion of which is as follows:

"Exisiing Use Value for Social Housing is definad as an opinion of the basi price at whlch the salz of an interest in property would have been completed
gneonditionally for cash considaration on the date of the valuation.”

The valuations were carried out as at 31 Maich 2001 by an independent valuer, the Districl Valuer, on the glorementioned basis.
Diher Land and Buildings
The basis of valuation is Open Marke! Value for Existing Use, assessed on either 2 comparative or depreciated repiacement cost basis.

During the current year, revaluations wefe camied out by the Estates Section of Transportation and Property in accordance with #heir roling programme of
revaluations. This ingluder revatuations of all schools not revalued during 1999/2000. This programme will continue during 20012002,

Vehicles, Plant and Equipment

These assels have been valued using historical cost as a proxy for curent replacement eost,

Infrastructure and Community Assets

These assets are valyed at depreciated historic cost,

Non Operational Assets

These have been valued on the basis of apen market value taking account of axisting and altemative uses.

During fhe cufrent year, revaluations were camied out by the Estates Section of Transportation and Property, on 80 non-operational praperties, <n
accordance with their roliing programme of revaluations. This programme wili continue during 2001/2002.
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ATSYIl  2000.2001 ANNUAL ACCOUNTS

SBULE  NoTES T0 THE CONSOLIDATED BALF#EE SHEET as at 31 March 2001

1.3 Fixed Assets Information on Assets Held at 31/3/01

2000101 2000104
GPERATIONAL BUILDINGS No. OPERATICNAL EQUIPMENT ) No.
Administrative Buildings 38 Vehicles and Heavy Piant M7
Oepols 32
Sotial Work Fomes for the Elderly 6 INFRASTRUCTURE ASSETS
Social Work Children's Homes 4 Highways (miles) 1,406
Social Work Hostels 3 Bridges G54
Primary Schoals §1
Secondary Schools 10 COMMUNITY ASSETS
Special Schools 3 Play Areas 52
Norsery Schools 3 Parks %
Halis 10 Civic Regafia (Provosts' Chains) 4
Spons Centres 1 Civic Regalia {Bailies’ Chains) 1
Swimming Poals 3 Cemeterles 56
Museums and Libraries 10
Community Centres 8 COUNCIL DWELLINGS 6,748
Crematoria 1
Public Canveniences 59
Travelling Persons Sites 3
2. Deferred Charges Balance at Write off Expenditure  Receipts Capital Balance at
1/4/00  Opening Bal during year during year Discharged 3Rt
£000 £'000 £000 £'000 £'000 £000
Improvement {3rants 34,780 {34,789) -
Slum Clearance 383 {389) -
Other 383 (8.383) -
Total 43,561 {43,561) . . - -
Totai 1995/2000 42,218 - 2942 - {1,590) 43,561

3. Spending on Capital Projects During the Year

Capital expenditure involves the creation of 2ssets, the benefit of which will be available to future rate 2nd council taxpayers, W is financed from boitowing
and therefore the cost of the assets is effectively bome over a period of years. In 2000/01 gross capital expanditure totalied £16.012m, offset by capitat
incoma of £3.516m, as follows:

MMarch 3 March

2001 2000

£000 £900
Education Services ' 2574 3488
Development and Environment Senvices 1976 2043
Soctal and Housing Services 3485 3,244
Housing Revenue Azcount 3478 4178
Transportation and Froperty Services 3459 2448
Central Supporl 1,343 1,078
Total Expenditure 16,912 16,487
Financed by:
Sale of Gouncit Houses 839 743
Sale of Other Assets 612 5
Grants 1.203 1,129
Other Capital Receipts 178 414
Capial from Cument Revenue 834 2,343
Borrpaing 12,498 11,553
Total Financing 16,012 16,487

Page 20



AYSYIl  2000.2001 ANNUAL ACCOUNTS

PBULC  NoTES TO THE CONSOLIDATED BALANCE SHEET as at 31 March 2001

COUNCIL

4, Assats Held Under Finance Leases

There were no assets held under finance feases during the year.

200012001 1399/2000
5. Debtors £°000 £000
Arrears of Local Taxation Council Tax 11,324 10,221
less: provision tor bad delys (9,2586) {7842
2,008 2,379
Community Charge 8,080 B.270
less: pravision for bad debts {8,016) (8,228
44 44
Non-damestic Rates 2434 2546
less: pravision for bad debis {1972) (1,853}
462 663
House Rents a7s 202
tess: proviston for bad debts (272) (144)
™M 58
Debtor Actounts 3,866 4,228
less: provision for bad debis ke i1,015)
3,053 33
Government Grants 3,805
VAT Recoverabla 1417 1,789
Othar Debilors 2,801 2734
Total Debiors 9,946 14,825
6. Analysis of Borrowing
6.1 Source of Loan 31 March 31 March
2001 2000
£'000 £'000
Public Warks Loas Soard 187,819 185910
Money Markel 18,600 26,025
EB 2164 2,580
Other Loans 21 233
Total Cutstanding Loans 203,754 214,761
6.2 Maturity of Loans I March 3 March
2001 2080
£000 £000
Borowings repayable on demand 1,095 29765
ar within 12 months
Borrowings repayable on demand or within
12 months 1,085 29,765
1-2years 1,282 1,048
2-5Syears 2714 3,959
§- 10 years 1,409 16,201
Over 10 years 202,244 163,698
Total Long and Medium Term Loans 207 65¢ 184,996
Totai Qutstanding Loans 208,754 214,761
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Aégyll 2000-2001 ANNUAL ACCOUNTS
PBULE  \oTES TO THE CONSOLIDATED BALAMEE SHEET as at 31 March 2001

COUNCIL

1. Deferred Government Grants £'000
Balance at 1 April 2000 11,215
Granis received during e year 1 finance capital projects 386
Credit to revenue account during the year ' (488
Balance at 31 March 2001 11,113
2. Analysis of Net Assets Employed As at 3 March 2001

Generat Fund HRA B50/DLD's Total

£'000 £'000 £'000 £000

Assels
Fixed Assets 235423 63,280 - 208,712
Deferred Charges - - - -
Lang Term Debtors 9.085 . - 9,088
Stock and Work in Progress 199 “ grg 1,178
Debtors 8,700 163 53 9,948
Cash ail Bank and ir Hand 1,885 - - 1,885
Liabilities
Short Temm Borowing (1,139) 25 15 {1,095)
Crediiors (23.491) {1/595) {2.266) (27.352)
Bank Overdraft (2,881) - - (2,891}
Long Term Bomowng {161,834) (45,852) {73 (207.659)
Deferred Covenant Liability {389) - . (399
Governmenl Grants Deferred (11,113 - - £11,113)
Total Net Assets Emplayed 35,305 16,261 {1,268) 70,278

9. Insurance Fund '

An Insurarce Fund has been established in accordance with the Local Government {Scotiand) Act 1994, The balance at 31 March 2001 was £1.234m
(1996/2000 - £1.178m). The fund represents contributions made from the General Fund and does not yet cover specific uninsured risks.

10. Contingent Gains 2nd Liabilities ~

The Councif has inherited 2 rumber of gpplications for equal pay at variots Stages of completion at Industrial Tribunals. The final outcome of these
applications is unknown at this time, aithough there is the possibility that the Council may lose at least some of these cases. No financial provision has been
miade in the 2000f2001 Accounts given the uncertainties which surmound both the final ouicomes and the settiement levels,

The Council has entered inte a Public Private Parinership with Shanks Group PLG for the waste management of landfl sites. Under this agreement, the
Council retains an element of residual responsibility in respect of specific environmenial rectification which may be necessary in certain circumstances. The
Coungil is of the view that any future liabiliiies arising from these circumstances should be covered by grants hunding.

11. Provisions

Liabifilies have continued to arise in respect of the former Strathclyde Regional Council's operations. Cest sharing amangements are in place with the other
eleven authorities which make up the former Strathclyde Region. Argyll and Bute Councifs share of liabilities which malerialise in the fulure will be
approximately 4%. At peesert, potential jiabifities in respect of insurance claims and various legal actions oould cost the Council £0.332m. Full provision
for this amount has been made.

A provision in respect of insurance claims and various legal actions from the former Strathelyde Regional Council was set up during the 1985/2000 financial
yeal, this was acfusted during 2000/01 to reflect the ovesall movement in the elaims position during the year, This provision complies with the requirements
of FRS 12 {Financial Reporting Standard 12 - Provisions, Contingent Liabiliies and Contingent Assats) and mests the foliowinyg criteria:

- There is a present obligation {legal or constructive) as a result of a past event;
- ltis probabie that 2 transter of economic benefit will be required to Setile the obligation; and
- A reliable estimate can be mexde of the chligation,

£900
Opening Batance (364)
Movament in the Year 3z
Ciosing Balance (332)
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&BUte NoTES TO THE CONSOLIDATED BALANCE SHEET as at 31 March 2001
COUNCIL

12. Commitments Under Capitel Cantracts
At 31 March 2001, the Council had commitments on capita! confracts of £8.272m. This expenditure will be fnded from a combination of gavemment
capital consent {borrowing), income from selling assets and confributions from Revenue Accounts.

£'000
Administration Buildings and Equipment 494
Information Technoiogy 124
Development and Environment Sefvices +1:7
Education 2476
Social Work 979
Roads 1,080
Housing 2436
Flood Prevention w3
Misceflaenous 107

8,272

13. The Castle Trust

Argyll and Bute Council, East Renfrewshire Council and Giasgow City Ceuncil have entered a joint venture to operate the two educational autdoor centres
al Ardentinny and Castie Toward.

14. Trust Funds and Other Third Party Funds

The Council acts as sole or custodian tustes for 76 trust funds and 6 commen good funds. In neither case do the funds represent assats of the Coundil,
and as such have not been included in the Cansolidated Balance Sheet. The funds have not been subject to an independant audit

Funds fer which Argy!l and Bute Council act as sole fustee:
Income Expenditure Assels  Lishilities

£000 £000 £'000 £'000
Campbeftown Common Good Fund -~ 33 9 426 4%
Oban Common Good Fund 58 4 T30 730
" Inveraray Common Good Fund . - 1 1
Lochgitphead Common Good Fund - - 5 5
Cunoon Common Good Fund - - B 8
Rothesay Common Good Fund ‘ 7 2 98 98
Argyll Education Trust 18 9 193 193
GM Duncan Trust 4 5 72 72
McDiougall Trust - 8 426 42
Moore's Mortification Fund : 5 - 100 100
" Various Other Trust Funds % ] 357 357
Total Trust Funds i S0 2,416 2415
Purpose of Commen Good Funds:
These funds are held for the benefit of residents of the former Burghs within Argyll and Buie.
Purpose of Trus! Funds:

GM Duncan Trust: for the provision of fuel, clothing and foodstuffa for the needy of Campbeltown. McDougah Trust: for the provision of sheltered housing
on the Ross of Mull. Meore's Mortification Fund: 1o provide benefits to the needy of that par of the Parish of Cardross iying between Auchentroe and
Keppoch. Argyll Education Trust: this is made up of a number of small trusts to awand prizes, bursaries, etc. to pupils and ex pupils of schools within the
former Argyll County Council area. Further information on the Common Good and Trust Funds, aoministered by Argyll and Bute Council, can be obtained
from the Treasury Section of the Finance Department.

15. European Monstary Union

As at 31 March 2001, the Council had incurred no expendilure and had made no commitments in respect of the costs assoctated with the introduction of the
Euro. Prior to entry into tull Euro trading, a significant review of alt systems will cequire to be undertaken. Consequently an estimate of cosls is not
available at this siage.
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COUNCIL
CAPITAL RESERVES REVENUE RESERVES
Fixed Asset Capital Earmarked Genenl Housing DLO/DSO Tatal
Restatemment  Financing  Reserves Fund Revenue
Resarve Reserve Account
£000 £'000 £'000 £000 £c00 £'000 £'000
Balance at 1 April 2000 60,836 39,748 3,369 332 2,182 103 106,580
Net surplusfdeficit) for year B11) {383) 89 (605)
t?:er:a;;s;d I:s(galns)a'lr.w.'s, trom revaluation of 20,055 20,055
Interest 184 128 5 kri
Contribution (1o) / from General Fund (9.614) 8a 364 (364) {369) {9,914)
Centribution (o) ! from HRA 0 700
Capital Discharged on House Loans {111} {11
Net Book Value of assets disposed of {1,656) {1,696)
Capital Receipts Applisd 3,561 3,561
Expenditure {757 sn
. Wiite off Delerred Charges ai 1 April 2000 {43,562) {43,562)
gxeg?sn[:rture not through Fixed Asset (6,30 14:300)
Balance at 31 March 2001 74,895 (9.273) 2,805 35 1,573 108 10,278

NOTES TO THE STATEMENT OF MOVEMENT OF RESERVES

1. Fixed Anset Restatement Reserve

This reserve refiects the difference between the book value of assets prior to the implementation of the new system of Capital Accounting and the
revalued amounts. Any subsagquent revaluations are also recorded here, It is not a revaluation reserve and does not represent resources available
1o the authority. It cannot be used in any way to finance revenue or capital expenditure and can only be reduced by either writing out the book value
of assets or a downward revaluation.

2. Capital Financing Reserve

The Capital Financing Resarve contains the amounts which are required by statule to be set aside from capita! receipts for the repayment of
exiemat lpans as well as the amount of capital xpenditure financed from revenue and capital receipls, 1t also contains the differenca between
amounts provided for depreciation and that required to b charged io revenus to repay the principal element of extemal loans, As with the Fixed
Azset Restatement Reserve it does not represent resources available to the acthority.

. 3. Earmarked Reserves

Balance at Appropriation  Balance at
1 April Contributions Interest  t0 CRA 31 March
2000 2001
. £000 E'000 £000 E'DO £000
Education Resesves 353 89 19 {119) 42
Repairs and Rengwals - Viehicles 652 » S84
Repairs and Renewals - General 1,205 70 (626) 648
Insurance Fund 1,178 68 (12) 1234
DLO Capital Fund 81 5 86
Total Earmarked Reserves 3,369 1] 194 LEL) 2,885

4. Revenue Reserves

Revenue reserves ane made up of the annual mavements in the Consofidated Revenue Agcount, Housing Revenue Account and the DSODLD
Appropriation Account. The Housing Revenue Account reserves camied forward are ring-fenced and as such can only be used for the benefit of
Council House Tenants. Revente reserves can be used to meet both capital and revenue expenditure.
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%0 u]ﬁlgf CONSOLIDATED CASH FLOW STATEMENT for the year ended 31 March 2001
1998/2000 2000404
Artual REVENUE ACTIVTTIES Actual
£000 Cash outflows £'000
B3 742 Cash Paid for and on Behalf of Employees ar.151
74076 Other Qperating Cash Payments £5.866
4757  Housing Benefit Paid Out 6,460
1,804 Natfonal Non-domestic Rate Payments 1o National Pool
164,379 Total Cash Qutflows 150,477
Cash infiows
6,672 Rents (afier rebates) 6,349
26,004 Council Tax Income 28717
25424 Non-domestic Rate Recaipts 30014
N4 Community Charge 191
76,818 Revenue Support Grant 75,852
16,734 DSE Grants for Benofits 1753
5107 Other Government Grants 6,865
19630  Cash Received for Goods and Services 16,201
National Nan-lomestic Rata Receipts from National Pool 7,393
5,058  Cther Operating Cash Receipis 5,538
181,851 Total Cash Inflows 195,338
17,472 Net Cash Inflow ! {Outfiow) From Revenue Activities 35,862
SERVICING OF FINANCE
Cash outflows
16,760 Interest paid 22 561
16,760  Total Cash Qutfiows 22,561
Cash inflows
41 Interest received 107
41 Total Cash inflows 107
(16,719)  Net Cash Inflow i (Quifiow) From Servicing of Finance (22.454)
CAPITAL ACTIVITIES
Gash outfiows
1814 Purchase of Fixed Assals 5525
B.800  Other Capital Cash Paymenis 5456
12,614 Total Cash Quifiows 10,981
Cash inflows
2954 Sale of Fixed Assets 2959
1025  Capital Grants Received 1,008
878 Other Capital Cash Receipts 127
4,857 Total Cash nflows 4,094
{7.757)  Cash inflow (Outflow) From Capital {6,887)
{7,004} Net Cash lnflow / (Outfiow) Before Financing 6,521
FINANCING
Cash sutfows
183783  Repayments of Amounts Bomowed 101,470
183,783  Total Cash Outfiows 104,470
Cash inflows
180,533 New Loans Raised 85,463
190,533  Total Cash Inflows 95,453
6,750 et Cash Infiow ! (Qutfiow) From Financing {€,007)
(%34  (Decrease} ! Incresse in Cash and Cash Equivalents 514
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COUNCIL NOTES TO THE CC}NSOL!DATEDI%APH FLOW STATEMENT

1, Dther Government Grants

19992000 2000/01
£'000 £'000
m Housing Support Grant 93
29 Rural Transpor Grant 25
2,004 Pre Schocl Education Grants 2475
258 Gaelic Education Grants 258
2,160 Diher Educaticnal Grants {e.9. Excelience Fund) 3,540
145 Other Grants {e.g. Civil Defence) 246
5,107 Total "Other Govemment Grants” 6,865
2. Net Cash Flow Reconclitation
1959/2000 20001
£000 £000
(1.764) Sumlus/{Defict) for Year 1)
{1,108) Add back; Transfer to HRA Balance {383)
(2.870) {984)
257 Movements in Resesves {465}
22,926 Adjustments Not Involving Movement in Funds 21,786
492 {Inrease)/Decrease in Stocks {20)
(774} {Increase)/Decrease in Debtors 4,937
{4,259) Increasef{Decrease in Creditors) 10,622
15712 Revenue Activities Net Cash Flow 35,882
3. Anaiysis of Net Debt
As t As at
31 Mareh 1 April Cazh
00 2000 Flow
£000 £000 £o00
Cash at Bank and in Hand 1,885 795 1,080
Bank Overdraft (2,881) (2.315) (578)
Increase in Cash and Cash Equivaients {1,006) (1,520} 514
Debit due within one year {1,095) {29,765) 28670
Deht due after one year {207 559) {184.996) (22,663)
Total Debt (208754  (214.761) 6,007
Total (209,760)  (216,281) 6,521
4. Reconciliation of Movement in Cash to Net Dabt
1995/2000 2000101
£'000 £'000
{254) increase / {Decrease] it Cash in Peniod 54
{6,750} inctesse f {Decrease) in Debt Financing 6,007
(7.004) Movement in Debt in Period 8,521
(208.277) Net Debt as at 1 April 2000 (246,281)
(216,281) Net Debt as at 1 April 2001 {209,760)
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PricewsierhouseCacpers
Kintyre House

209 West George Street
Glasgow G2 2LW

Telephone +44 {03 141 248 2644
Facsimiie +44 (0) 141 242 7481

AUDIT CERTIFICATE TO THE MEMBERS OF ARGYLL AND BUTE COUNCIL AND
THE ACCOUNTS COMMISSION FOR SCOTLAND

1. As auditors, appointed nnder statute by the Accounts Commission for Scotland, we have
audited the accounts of Argyll and Bute Council for the year ended 31 March 2001, an
abstract of which is set out on pages 5 to 26.

Respective responsibilities of management and auditors in relation to the accounts

2. As stated on page 3, the management of Argyll and Bute Council is responsible for the
preparation of the accounts. It 18 our responsibility to form an independent opinion, based
on our audit, on the abstract of accounts and to report that opinion to you.

Basis of opinion

3. We have conducted our audit in accordance with the requirements of Part VII of the Local
Government (Scotland) Act 1973 and of the Code of Audit Practice approved by the
Comrmission. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts. Tt aiso includes an assessment of the significant
estimates and judgements made by management in the preparation of the accounts and of
whether the accounting policies are appropriate to Argyll and Bute Council’s
circumstances, consistently applied and adequately disclosed.

4. We planned and performed our audit of the accounts so as to obtain all the information
and explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonabie assurance that the accounts are free from material mis-
statement, whether caused by fraud or other irregularity or error. In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the accounts.

Opinion

5. In our opinion, the abstract of accounts presents fairly, in accordance with the accounting
policies set out on pages 6 o 7, the financial position of Argyll and Bute Council as at 31
March 2001 and its income and expenditure for the year then ended.

f

PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
Glasgow

20 September 2001

FricewawmouseCoopans is the suzcessor pannership to the UK fmms of Price Watechouse and Caapars £ Lyorans. The prncpad placs of business of PnoewaternouseCoopars arnd
N5 associEte panmarshins, aad of Coopars & Lybrana, i5 1 Embankmment Pics, London WCZN SNN. The principal clace of busnesg of Froe Waternouse is Sowrmwark Towers, 32
Londen Bhcge Bueel. London SET 9SY. Lists of the panners' names ars avaiabia for inspection at those slaces

Al parmars in e arsociate parnerships and Authorised (o CONCUCT DusNess &S agents of, and all contratts for services to Clents are with, PricewaternoussCoopars.
PricawatemouseCoopers s authonsed by the instiute of Chanered ACcourtants in England and Wakss 1o oty on ovestmen Busness.,
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PricewaterhouseCoopers
Kintyre House

209 West George Street
Glasgow G2 ZLW

Telephone +44 (0) 141 248 2644
Fagsimile +44 {03 141 242 7318

The Members The Controiler of Audit

Argyll & Bute Council Accounts Commissicn for Scotland

Kilmory 18 George Street

Lochgilphead EDINBURGH

Argyll EH2 2QU

PA31 BRT

20 September 2001

Ladies and Genilemen .

Final Report to Members 2000/2001

We have completed our audit of Argyll & Bute Council (the “Council”) accounts for the year
ended 31 March 2001.

The Final Report is primarily designed to direct your attention to matters of significance that
have anisen out of the 2000/2001 audit process and to confirm what action has been agreed
with management to address the areas of concern which have been identified.

Our statutory duties as your external auditor are contained within the Local Government

{Scotland) Act 1973 as amended by the NHS and Cornmunity Care Act 1990, These duties

and the responsibilities which are derived from them are contained in greater detail within the

Code of Audit Practice which has been approved and issued by the Accounts Commission for
Scotland. Section 1 and Appendix 2 of the report outline our key responsibilities and the
responsibilities of management in this repard. .

The matters dealt with in this Final Report came to our notice during the conduct of our
normal andit procedures, which we carried out in accordance with the framework and
principles embodied within the Code. It is.emphasised that the Final Report should not be
interpreted as providing legal or other advice 1o the Council or any other party.

We would like to take this opportunity to offer our thanks to those members of management
and staff who have assisted us during the course of the audit.

Yours faithfully

PricewaterhouseCoopers i

Pr}cmter?ﬂse(mpers is the successor partnership ta the UK firms of Price waterhouse and Coopers & Lybrand. The principal place of business of
PricevwatertouseCoopen and its asinclate partnersiips, and of Coopers & Lybrand, t5 1 Embankment Place, Lordon WCIN 6HKN. The principal place of businest af Price
Waterhouse 15 Seuthwark Towers, 32 Lonoon Bridge Street, Londan SE1 #5Y. Lists of tha partners' names are available for inspection at those places.

All partners in the associate partnerships are authorised 19 coniduct business as agents of, and all contracts for services to clients are with, PricewsterhauseCoopers.
Pricewaterhouseloopers is authorised by the Inscitute of Charersd Accountants in England and Wakes Wb carry on investmant basiness.
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Final Report to Members 2000/2001

EXECUTIVE SUMMARY

The Final Report 1s designed to direct your attention to matters of significance that have arisen
out of the 2000/2001 audit process and to confirm action agreed with management to address
any areas of concern which have been identified. 1t is important that members consider the
detailed comments within the Report and do not rely solely on the Execative Summary.

EXECUTIVE SUMMARY

PAGE

Audit Opinions

. Our certificate on the Council’s financial statements for the year ended 31
March 2001 is unqgualified.

. We note that ail DLO/DSO operations have achieved the financial objective of
break even.

Financial Statements

. The outturn on the Consolidated Revenue Account was a deficit for the year of
£611,000 and, in addition, the Council transferred £364,000 from the Housing
Revenue Account Reserves and utilised a substantial proportion of brought
forward General Fund Reserves to cover the deficit. As a result, an
accumulated surplus of £85,000 is being carried forward to 2001/02.

. We note that a number of variances arising were not evident unti] fairly late in
the financial year and we understand that the Council is currently undertaking
an overall review of the mdividual service department budget setting and
budget monitoring processes. Effective budgetary contro] procedures will
beceme even more important in 2001/02 in view of the small level of general
fund surplus carried forward and available fo offset against any potential
future overspends.

. The financial statements and supporting schedules were presented to us for
audit within the agreed timetable and were appropriate in terms of ¢larity and
completeness. As in previous years, we have continued 10 note an
improvement in the working papers provided to us by the Council during the
course of the audit. This year we are particularly pleased to note that detailed
plans were prepared by the finance department which assisted in the timely
preparation of the accounts and our audit.

10
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EXECUTIVE SUMMARY (CONTINUED)

EXECUTIVE SUMMARY

PAGE

L

Financial Statements (Continued)

The Council identified two asset impairments, in accordance with FRS 11
“Impairment of Fixed Asseis and Goodwill”, These related to:

~ Hermitage Academy, where the carryving value was reduced by £6.1
million; and

—  Campbeltown Swimming Peol, where the carrying value was reduced by
£0.5 million.

We are satisfied that these reductions in value are in compliance with
accounting standards.

In 1999/2000 we reported that the Council had appointed Enviros Aspinwall
to perform a specialist valuation of the waste management landfill sites as part
of the Public Private Partnership (“PPP”) proposal. At that time they identified
that significant costs would be required to be incurred to bring the sites up to
required environmental standards. While the current estimate of these
environmental improvement costs remain significant, the liability for the costs
has largely been transferred to the PPP contractor who will assume
responsibility for these sites, under the terms of an agreement signed in
September 2001. As the liability 1s no longer likely to be met by the Council,
no provision for these environmental clean up costs has been made in the
Council’s accounts. Under the PPP arrangement, the Council retains an
element of residual responsibility in respect of specific environmental
rectification which may be necessary in certain circumstances. Management
believe that such costs as may arise will be met by grant funding and the
matter is disclosed as a contingent liability in the notes to the accounts.

Further details of our findings arising from work on the financial statements
are included within Section II1.

Financial Systems and Internal Control Environment

During 2000/2001 we have issued two Interim Management Letters which
contained a number of control matters for attention of management.

In addition to these leiters, we have specifically reviewed the Council’s
arrangements in respect of internal audit, budget setting and control and
reconciliation arrangements during the year. Further details arising from our
work on systems are detailed in Section IV.

10

11

16
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EXECUTIVE SUMMARY (CONTINUED)

EXECUTIVE SUMMARY

arrangements for collecting and reporting statutory performance indicators. A
number of indicators in the following areas did not meet the specified
reguirements:

—  Benefits admimistration - Gross administration costs;

—  Benefits administration - Applicants processed within required time;
~  Housing - Response repairs;

- Libranies - Stock turnover;

—  Libraries - Use of libraries;

—  Roads and Lighting -Traffic light repairs response;

—  Roads and Lighting - Street light repairs response;

- Social Work ~ Respite Care;

—  Social Work - Criminal Justice - Social inquiry reports;
- Social Work - Criminal Justice - Probation; and

—  Social Work - Criminal Justice - Community Service,

s Management should take corrective action to ensure that these indicators meet
the specified requirements in future years.

e QOur overall findings are included in Section VII.

PAGE
Best Value
»  Qur Best Value programme comprised reviewing the Performance
Management and Planning framework of the following services : 22
—  Persconel Department - Health and Safety;
- Transportation and Property Services Department - Transport Services;
and,
—  Corporate and Legal - Registration Services.
» Findings relating to these reviews are included in Section V.
Value for Money
»  The following value for money studies were undertaken during the year : 25
—  Review of internal audit, and;
—  Education Property Risk Management
+  Findings relating to these reviews are included in Section VI
Performance Endicators
* We have considered and reported upon the general standard of the Council’s 30
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EXECUTIVE SUMMARY (CONTINUED)

the role of the Monitoring Officer, we have endeavoured to keep under review
the legality of transactions or events that have a significant financial
conseguence.

. The Council’s Public Private Partnership with Shanks Group plc for waste
management within Argyll and Bute was signed in September 2001. The
Council has received an opinion from independent financial advisers that the
PPP transaction can be accounted for off balance sheet. As part of our audit
work we have reviewed this opimon and concur that it appears appropriate.

. Findings relating to our review of legal matters are inclueded in Section VII,

Conclusion

. Matters ratsed in this Final Report have been discussed previously with
executive management. Qur two Interim Management Letters and this Final
Report to Members are supported with management action plans and we
recommend that these should be monitored formally by Management and by
Members through the new Audit Committee process to ensure that agreed
action will be implemented within the agreed timescales.

EXECUTIVE SUMMARY PAGE
Legal Matters
. Through discussions with management, reviewing Council minutes and noting 32
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SECTION 1 - PUBLIC SECTOR AUDIT

The Nature of Public Sector Andit

1.01 It is generally acknowledged that Public Sector Audit involves a wider public
tnterest dimension to the andit of public funds. There is therefore a reasonable
public expectation that the Council expends its funds only for duly authorised
purposes, there 1s a high standard of probity and resources are applied to best effect.

1.02 .

These matters are reflected in the areas of audit focus which are outlined in the
Accounts Commission’s Code of Audit Practice (The Code). This includes the
need for a public sector auditor to place an audit certificate on the financial
statements (Section II of this report) and to consider the adequacy of the
Council’s internal financial controls (Section 11T}, as well as considering the
arrangements the Council has in place for:

The implementation of a Best Value ethos throughout the Council’s operations
(Section IV);

The collection, recording and publishing of prescribed performance data
(Section V),

Securing economy, efficiency, and effectiveness in its use of resources
(Section VI); and

Ensuring the legality of significant transactions or events with a financial
consequence.

1.03 Within Appendix 2, we have noted in greater detail the respective duties of
management and external audit in relation to the areas of audit focus noted above.
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SECTION II - AUDIT OPINIONS

2.01

2.02

2.03

2.04

2.05

2.06

Accounting Code of Practice

Under the terms of our appointment as auditors to the Council we are required to issue
two specific audit opinions.

Audit Certificiite on the Annual Accounts

The Local Government {Scotland) Act 1973 requires that, following the completion of
an audit, the auditors shall place on the abstract of accounts a ceriificale which sets out
the biasis on which they have formed their audit opinion.

This is our opinion on the accounts which states :

. that the audit has been conducted in accordance with the requirements of the
Local Government (Scotland) Act 1973 and the Code of Audit Practice;

. the respective responsibility of management and auditors in relation to the
accounts; and

e  whether, in our opinion, the accounts present fairly the financial position of the
Council as at 31 March 2001,

Audit Certificate on the Annual Accounts of the DLOs/DSOs

We are required to provide an opinion on the statements contained within the Annual
Report for the Council’s Direct Labour and Direct Service Organisations. Scottish
Office Circular (8/96) issued in March 1996 amended the required financtal objective
from a 6% rate of retum on capital employed to the achievement of a break even
position.

We note that all DLO/DSO operations have achieved the required financial objective of
break even and, as a result, our audit opimions are unqualified.
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SECTION III - FINANCIAL STATEMENTS

3.01

3.02

3.03

Basis of Preparation of Annual Accounts/Financial Statements

The Council’s financial statements need to comply with the Code of Practice on Local
Authornity Accounting in Great Britain, a Statement of Recommended Practice (“the
SORP”). This is in accordance with the Scottish Office circular 5/1985 which indicates
that local authorities should follow recommendations made by LASAAC regarding the
form of accounts and accounting practice.

Audit Adjustments to the Financial Statements

As a result of our audit work, adjustments to the format of and figures within the
financial statements were made in respect of the following principal items :

¢  Movement of £162,000 between the bank and creditars’ balances per the
Council’s year end reconcilation (paragraph 4.09);

»  Adjustment of £700,000 to the housing revenue account (HRA) disclosure for
“capital funded from cument revenue”. The SORP requires that capital fimded
from current revenue should be included under expenditure in the HRA with the
corresponding entry being made through the General Fund capital financing
reserve; and

° Adjustment of £757,000 to the consolidated revenue account to include the gross
income and gross expenditure for approved projects financed by funds and

earmarked reserves,

These adjustments reclassify items within the accounts and do not impact the results of
the CRA and HRA.

Financial Performance 2000/2001

The outiurn on the Consolidated Revenue Account was a deficit for the year of
£611,000 and, in addition, the Council transferred £364,000 from the Housing Revenue
Account reserves and utilised a substantial proportion of brought forward General Fund
Reserves to cover the deficit. As a result, an accumulated surplus of £85,000 is being
carried forward to 2001/02.
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SECTION 11l — FINANCIAL STATEMENTS (CONTINUED)

Financial Performance 2000/2001 {Continued)

3.04 The movements from original budget are analysed as follows:

£000 £000
Original forecast budget deficit
(to be funded from brought forward surplus) (351}
Supplementary estimate re: feasibility study for Education project (110}
Revised forecast budget {461)
Increased income from:
Savings in loan charges 8O0
Collection of Council tax and community charge 150
Contribution by DLO/DSOs 389
Underspend on projects funded by Special Islands Needs Award 468
~ Other __ 39
1846
Increased expenditure from:
Education services 1,164
Transport and property services 529
Foot and mouth precautionary measures 132
Reduction in central support allocation to HRA 171
1,996 (150)
Actual reporied deficit (611)

3.05 The unbudgeted expenditure incurred by both the Education Department and Transport
and Property Services was not fully anticipated until relatively late in the financial
vear. At February 2001 the Education service had forecast a projecied variance of
£518,000 compared to a final outturn of £1,161,000 for the year. This eventual
overspend has been reported to the Strategic Policy Committee as being attributabie to
the following principal headings:

£°000
Catering, cleaning and janitorial costs 272
New opportunities funds 112
School transport 376
Anticipated savings not achieved 417
Other _{a3

1,164
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3.06

3.07

3.09

Financial Performance 2000/2001 (Continued)

At February 2001, the Transportation and Property Service had forecast a projected
overspend of £446,000, compared to a final outturn of £529,000 for the year. This
eventual overspend has been reported as being attributable to the following:

£7000

Roads: salt and grit charges 122
Property services: employee costs and underbudgeting 154
Contract services: underbudgeting, operational deficits and unrecovered costs 253
529

The extent of the adverse variances reported at the year end, and the significant
increase In these variances between the February reporting cycle and the year end
suggests that improvements in budgetary control are required. The need for these
improvements is particularly important given the small level of General Fund surplus
carried forward at 31 March 2001 which may be available for offset against any
potential future deficits.

In cur 1999/2000 report to members we made a number of recommendations on the
council’s budgetary control arrangements. In particular we recommended that:

» Management should seek to improve budget phasing for all areas of income and
expenditure.

e Management should implement budget reporting variance analysis at a service level

for cost inputs,

e Members and management should consider requesting a regular monitoring report
from each of the service departments reporting their progress in implementing
matenal savings initiatives.

We consider that limited progress has been made in 2000/01 in implementing these
recommendations.

We note that the Council is currently undertaking an overall review of the individual
service department budgets and budget monitoring processes. Members should
monitor management’s progress in achieving improvements in the current
budgeting system and consider recommendations arising from the review.

Submission of Accounts

The Council was required to submit a copy of the Abstract of the Accounts to the
Controller of Audit by 30 June 2001 and we were pleased o note that this target was
achieved.
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310

3.11

312

3.13

214

3.15

3.16

3.17

3.18

Audit Process

The financial statements and supporting schedules were presented to us for audit within
the agreed timetable. While a small number of areas within the statements did not
originaily comply fully with the requirements of the SORP, these were discussed with
the Director of Finance and the majority amended. Areas of detailed non-compliatice
will be reported in our final management letter.

The target date set by the Accounts Commission for the completion of the audit was 30
September 2001 which was achieved.

As in previous years, we have continued to note an improvement in the working papers
provided to us by the Council during the course of the audit. This vear we are
particularly pleased to report that detailed plans were prepared by the finance
department which assisted in the timely preparation of the accounts and our andit.

We are grateful for the time and assistance made available by the Director of Finance
and his staff during the audit process.

Application of FRS 11 — Impairment of Fixed Assets and Goodwill

Financial Reporting Standard “FRS 11 — Impairment of Fixed Assets and Goodwill” is
intended to ensure that fixed assets are recorded in the balance sheet at no more than
their recoverable amount. An impatrment of a fixed asset occurs due to an event which
reduces the value of the fixed asset.

During 2000/2001 the Council has identified two asset impairments during the
financial year. These relate to Hermitage Academy (£6.071,112), and Campbeltown
swimming pool (£511,326).

Both of these impairments were deemed to reflect a general fall in the economic benefit
of the asset. Hermitage Academy was identified as impaired after an independent
structural survey which followed complaints from concerned parents and staff, and
Campbeltown swimming pool was closed following the identification of structural
defects and the presence of asbestos materials within the building.

In accordance with FRS 11 these impairments have been recognised as an expense in
the service revenue accounts, and have also been reflected in the asset management
revenue account to avoid the need for the impairment costs to be met by council tax
payers.

In 1999/2000 an asset revaluation was undertaken by the Council’s Estates department.
This resulted in an uplift of £1.9 million to the valuation of Hermitage Academy. This
year, following the independent structural survey and revaluation, an impairment of
£6.1 million has been recognised. Management should reconsider the procedures
for obtaining rolling revaluations and identifying impairments, with a view to
minimising fluctuations in asset values from one vear to the next.
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3.19

3.20

321

Application of FRS 12 — Provisions, contingent liabilities and contingent assets

Financial Reporting Standard “FRS 12 — Provisions, contingent habilities and
contingent assets requires that appropriate recognition criteria are applied to provisions
and contingent assets and liabilities and that the disclosure enables users of the
accounts to understand the nature, timing and amount of such items. A provision
should only be recognised when there is :

. a present obligation arising from a past event;

o  probability that a transfer of economic benefits will be required to settic the
obligation; and

. probability that a reliable estimate can be made of the amount of the obligation.
FRS12 tightens the rules for the creation of provisions, contingent liabilities and
contingent assets by applying more rigorous criteria.

The Council has made provision in 1999/2000 in respect of insurance claims and legal
actions relating back to the former Strathclyde Regional Council. Glasgow City
Council advised the Council during 1999/2000 of these liabilities, and have provided
supporting details for expenditure against the provision arising during 2000/2001. The
value of the closing provision is £0.33m and we are satisfied that this provision
complies with FRS 12,

In 1999/2000 we reported that the Council had appointed Enviros Aspinwall to perform
a specialist valuation of the waste management landfill sites as part of the Public
Private Partnership (PPP) proposal. At that time they identified that significant costs
would need to he incurred to bring the land up to the required environmental standards.
Following the signature of the waste management PPP confract with Shanks Group plc
in September 2001, the potential liability for the environmental costs has been largely
assumed by the PPP contractor. The Council has assumed that the estimate of costs not
covered by the contractor will be funded by the Council. This has been disclosed as a
contingent liability in the accounts.
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3.22

323

3.24

3.25

3.26

3.27

328

Application of FRS15 — Tanpible Fixed Assets

“FRS 15- Tangible Fixed Assets™ has a significant impact on the way that the Council
accounts for its fixed assets and results in the Council’s accounts moving more into line
with Generally Accepted Accounting Practice (“GAAP™).

The main difference between GAAP and previous practice related to the treatment of
depreciation. The most immediate impact 1s that Local Authorities are no longer able to
use the argument that, as fixed assets are regularly repaired and maintamed, no
depreciation needs to be charged on fixed assets.

We have noted that the Council has applied depreciation across their Building Assets
for the first time during 2000/01, the in-house valuer having attributed useful economic
lives to these assets to comply with the standard. Building depreciation recorded in the
consolidated revenue account has increased by £3.6 million. While the introduction of
FRS 15 will increase the total depreciation charge in a local authorities accounts, the
accounting is such that charges do not result in higher expenditure that has to be met by
couneil taxpayers.

Revaluation of Assets

The current system of local authority capital accounting was implemented from 1 April
1994. As part of this process all assets included on the balance sheet are required to be
formally revalued at least every five years.

In recognition of this, the Council has commenced a rolling programme of revaluations
during 1999/2000 continuing this exercise through the financial year 2000/2001 and
forward into 2001/2002.

Dring 1999/2000 the Council revalued 82% by value of its fixed asset balance as at 1
April 1999, This consisted of two main exercises performed by the District Valuer and
the Council’'s own estates department, both in accordance with the Statement of Asset
Valuation Practice and Guidance Notes of the Royal Institute of Chartered Surveyors,

This exercise has been extended during the 2000/2001 financial year, to date the
District Valuer has valued the Council housing stock, and the Council’s ¢states
department has revalued other properties including non-operational properties. Of
these, the Council opted to revalue those classified as ‘major’ properties, i.e. those with
a book value in excess of £1 million during 1999/2000, extending this to include
primary schools and other non-operational propertics during 2000/2001. This has
resulted in £44.5 million (125 properties) being subject to valuation during thé year,
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3.29

3.30

3.3

3.32

3.33

3.34

Revaluation of Assets (Continued)

As a result, there remains approximately £38.8 million of the Council’s property and
land (401 properties) which have not been revalued within the last five years. While
the Council has not yet achieved full compliance with local authonty capital
accounting guidance, we understand that formal plans are in place to address the
outstanding revaluations during 2001/02. Management and Members should ensure
that the rolling programme of fixed asset revaluations is completed as soon as
practical and that, in future, all assets are revalued at least every five years.

Fixed Asset Register

Our audit tests have identified & number of assets in the fixed asset register with nil
book value, which are not in the Council’s ownership. An exercise to identify and
remove these assets from the register should be undertaken as soon as possible.

Non-operational assets are disclosed in the March 2001 accounts at a carrying value of
£15.5 million. This figure includes £6.8 million in respect of two outdoor centres
leased to independent operators. We consider these assets shounld be included as
operational assets subject to depreciation and an adjustment should be made to
correct this classification next vear.

FRS 17 — Retirement Benefits

The Accounting Standards Board published FRS 17 - Retirement Benefits on 30
November 2000. The standard introduces a completely different methodology of
accounting for pension costs and obligations for employers that operate defined benefit
pension schemes. Up to and including 2000/2001 the SORP has required pension
benefits to be accounted for in revenue accounts on the basis of contributions payable
to pension schemes for that year, plus the amounts of benefiis payable to pensioners in
the year in relation to pay as you go elements.

The new accounting model for defined benefit schemes in FRS 17 approaches pensicn
cost accounting from a balance sheet perspective. It works on the premise that a surplus
or deficit in a pension scheme (measured with reference to the fair values of the scheme
assets and liabilities) should be shown on the employer’s balance sheet. The overall
figures in the performance statements reflect the changes in those fair values year on
year. For many organisations this is expected 0 make material difference 1o reported
surpluses.

The Council make contributions on behalf of employees into the former Strathelyde
Pension Fund which is administered by Glasgow City Council, and also the Teachers
Pension Fund administered by the Scottish Public Pensions Agency. Both of these
funds provide members of the fund with defined benefits related to pay and service.
The Council will therefore be required to comply with the requirements of FRS 17.
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3.35

3.36

3.37

. 3.38

3.39

FRS 17 — Retirement Benefits (Continued)

The publication of FRS 17 has given a new impetus to resolving the differences
between the SORP and UK GAAP for pension cost accounting. The standard has a
long implementation penod and the new figures do not need to be recognised in the
financial statements until the year ending 31 March 2004, However for organisations
that defer implementing FRS 17 until it becomes mandatory, progressive footnote
disclosures are required for the following:

e For the amounts ended 31 March 2002 — disclosure relating to the closing balance
sheet amounts that would be recognised under the accounting requirements of the
FRS; and

e For the year ended 31 March 2003 - disclosure relating to opening and closing
balance sheet amounts, together with profit and loss and statement of total
recognised gains and losses amounts that would be recognised under the accounting
requirements of the FRS.

Management should ensure that procedures are implemented in readiness for the
application of the Financial Reporting Standard 17 — Retirement Benefits in
future years.

Best Value Accounting

The 200072001 SORP adopis best value accounting, through the implementation of
Section 2 of the Best Value Accounting Code of Practice. The Best Value regime
should have a substantial and direct impact on anthonities, with consequent changes in
the way in which the statement of accounts is complied with, and the additional
information that should be included therein.

The most notable changes to the abstract of accounts are as follows:
» Net cost of services to include Specific Grant Income;,

s New line of “Unapportioned Central Overheads™; and
e New line of “Corporaie and Democratic Core”.

It would appear from our testing that the Council has complied with the revised
requirements arising from the Best Value Accounting Code of Practice. The 2000/2001
consolidated revenne account has adopted the revised disclosure requirements, with the
exception of disclosing a line relating to ‘unapportioned central overhead’. The Council
undericok a review of the hasis of their overhead charges during 2000/2001, revising
the basis of their charges. They have therefore assessed that there are no unapportioned
overheads within the 2000/2001 abstract of accounts.
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3.4¢

341

3.42

Central Support Recharges

The Council apportions the central administration costs to individual service
departments in an effort to reflect the full cost of providing the service. We reported in
1999/2000 that the structure of both service and central administration departments had
changed significantly during the past few years and we recommended that
management, in light of these changes, should reconsider the basis of allocating central
admimstration costs.

This exercise was commenced through 1999/2000, and work continued on the basis of
apporticnment through 2000/2001, with the model being applied to the 2000/2001
abstract of accounts.

Qur review of the new allocation process, which is based on a number of spreadsheets,
concludes that it appears to be labour intensive to apportion the service department
costs in line with the agreed service level agreements. Consideration should be given
to automating this process further, improving the timely allocation of overhead
charges throngh the 2001/2002 financial year.
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4.01

4.02

4.03

4.04

4.05

4.06

4.07

Overview
We have discharged our audit responsibility in this area, principally by reviewing the
monitoring, application and certain computer controls in the main financial systems

and assessing the effectiveness of internal audit .

Interim Management I.etiers and Follow Up of Previong Final Report

As part of our normal audit process for 2000/2001, we have submitted previously two
Management Letters. These letters identified recommendations for improvements in
financial controls and accounting and processing systems which were operating
within the Coungcil. Only the more significant of these recommendatiens require to be
brought to the attention of Members and these are detailed in the following
paragraphs.

We also identified that management had not yet fully implemented all of the agreed
recommendations made in our 1999/2000 Final Report to Members. Ofthe 19
recommendations, 14 had been actioned for implementation at the year end, with the
remaining 5 due to be addressed during 2001/2002.

Budget Setting and Budgetary Contro}

In order to properly review and manage the operations of the Council, 1t 1s essential
that a comprehensive budgetary control system is in place. This system should ensure
that timely reporting of financial performance takes place at all levels and action is
taken to investigate and act on variations from budget. Budget holders should receive
timely and accurate information to allow this. As part of our audit, we ascertain and
assess the operation of the Council’s budget setting and budgetary control
arrangements. Our comments below relate to our findings prior to the year end.

As in 1999/2000 we noted that the Council’s monthly budgetary control reports
included a comparison between the actual expenditure to date and budgeted
expenditure to date. In our Interim Management Letter we made a number of
recommendations that could be further developed and may improve current budget
monitoring.

In particular, at the time of our review (November 2000) we noted that the Transport
and Property DSO had only reported on unfavourable vanances, and that the
Education Departrent’s committee finance report had only explained the total
variance when this appeared to relate to variances across a number of budget lines.

In addition we also noted that there was no formal reporting of the variances arising
from the Corporate and Democratic Core. Members should monitor management’s
progress in impiementing the recommendations made to improve both the level
of financial information provided to members, and the formai documentation of
actions arising from financial investigations.
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4.08

4.09

4.10

4.11

Bank Reconciliations

Since 1998/99 the Finance Department has made considerable efforts to improve
monthly bank reconciliation processes. This was noted in our 1999/2000 Final Report
to Members, and during 2000/2001 we have continued to observe an improvement in
the reconciliation process with guidance notes on the reconciliations and a
reconciliation pro-forma being rolled out during December 2000.

However, we noted the following in respect of the year end reconciliations of the
Income and Housing Benefit bank accounts:

° an audit adjustment totalling £162,622, representing a movement between bank
and creditor balances, was required at 31 March 2001. The impact of
reconciling items on vear end cut off should be formally monitored in future
years;

o  elements of the Housing benefit bank reconciliation were not supported with
detailed back up until after audit enquiries. It was not initially clear, therefore,
whether reconciliation had been achieved.

We acknowledge the improvements made this year in the overall bank
reconciliation processes and recommend that the issues identified above are
addressed for 2001/2002.

Financial Svstems

We have evaluated significant systems and associated internal controls operating
within the Council to help form our opinion on the statement of accounts and have
provided management with our comments on these systems and controls in our
Management Letters. In practice we cannot examine every financial activity and
accounting procedure, and we cannot substitute for management's responsibility to
maintain adequate systems of internal contrel. It therefore needs to be recognised that
we may not have identified all control weaknesses that may exist.
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4.12

4.13

4.14

4.13

Financial Systems (Continued)

The main findings from our review were as follows :

A number of key control weaknesses have been identified from our review of
the Council’s general computer controls, principaily relating to the absence of
documented procedures at a departmental level, the absence of a disaster
recovery plan and weaknesses in the physical security of The Graham
Williamson IT Centre. In addition we noted that formal change control
procedures were not being followed, and recomumended that the controls
surrounding the security administration of Windows NT and Unix required to
be strengthened.

A number of routine control weaknesses have been identified from our review
of the purchases and payables system, principally the absence of sufficient
evidence of key reconciliations being performed, and limited formal review of
reconciliations currently being undertaken.

Controls surrounding security administration procedures need to be
strengthened for the Roads and Transport costing system.

Arrangements designed to prevent Frand and Corruption

To ensure proper stewardship of funds, it is essential that the Council has adequate
arrangements in place to mimimise the risk of fraud and corruption. These
arrangements should include corporate policies in respect of the prevention of fraud
and cormuption on a Council wide basis as well as detailed controls at an operational

level.

On a cyclical basis we seck assurance that certain policies and procedures exist within
the Council relating to the prevention of fraud and corruption. We also rely on the
detailed work performed by internal audit on the control environment. Specifically,
during 2000/2001, we reviewed the work of internal andit and followed up
recommendations made in previous year’s management jetters.

It 15 not our policy to repeat the findings of internal audit, but rather to raise with
management additional matters that have come to our attention during the conduct of
the andit.
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4.16

4.17

4.18

4.19

4.20

421

Arrangements gesigned to prevent Fraud and Corruption (Continued)

We must emphasise, however, that the responsibility for the prevention and detection
of fraud or cormption lies with management and our work does not remove the
possibility that fraud or corruption may have occurred and remained undetected.

The Council does not have formal arrangements in place to enable staff to raise
concerns through a defined channel with assured confidentiality (“A Whistleblowing
Policy™). The absence of such policies and procedures increases the risk of matiers of
fraud and corruption coming to light and not being properly dealt with, increasing the
Council’s exposure to adverse publicity and potential litigation. We recommend
that consideration should be given to implementing formal procedures for staff
to raise their concerns over potential fraud and irregularity.

In addition as part of our audit, we have submitted to the Accounts Commission fraud
and corruption returns detailing instances of fraud during the year as notified to us by
the Council. There were no matters reported on this return which we require to bring
to the attention of Members,

Audit Committee

“Local Government Reorganisation and the Stewardship of Public Funds™ published
by the Accounts Commission encouraged councils to establish a mechanism
incorporating the principles of Audit Committees. In a document published around
the same time (*Corporate Governance A Framework for Public Service Bodies™),
CIPFA also recommended that public service bodies should establish Audit
Committtees. A report of the Commission on Local Government and The Scottish
Parliament has also commented on the advantages of an Andit Committee as a means
of providing Independent reassurance to councils and their electorate that resources
are used properly and cost effectively.

We are pleased to note that the Audit Committee was cstablished at the Council
meeting of 29 June 2000 and met for the first time on 13 November 2000. It appears
to us that the Audit Committee has addressed the appropriate areas in its first cycle of
meetings.

Audit Committee Members shonld continue (0 develop the role of the Audit
Committee within the Council, monitoring Management’s progress in the
implementation of internal and external audit recommendations.
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Internal Audit

422  As part of our normal audit approach, we have reviewed the work performed by the
{Council’s Internal Audit function which is provided by the Council’s in-house team.
We considered this function from the main perspectives of audit plamming, approach,
execution and reporting.

423 Early in 2000/01, it was recognised that internal audit resources within the Council
were likely to be insufficient to provide adequate coverage of financial systems and
controls, sufficient to meet external audit expectations. With the agreement of the
Council and Audit Scotland, we were asked to undertake additicnal audit work on
systems and controls, both to provide assurance to the Council and for external audit
reliance. As a result of the combined efforts of internal audit and ourselves, we
consider that appropriate audit coverage of financial systems has been achieved in
2000/01.

424  We have carmed out a review of Internal Audit under our value for money work
conducted in the financial year, concentrating on the Council’s arrangements for
internal audit. The summary of our findings from this review are set out in Section
VI — Value for Money.

4.25 In view of the value for money study findings and the temporary staffing
arrangements during 2000/01, the Finance Department are currently undertaking a
strategic review of Internal Audit service, and how they can deliver their annual
operational plan on an ongoing basis. Professor Arthur Midwinter of Strathclyde
University has conducted an independent review of the internal audit service and has
presented his findings to the full Council.

4.26  We understand that Members and Officers have already considered the options
available to provide a sustainable Internal Audit Service. A partaership with a
private sector provider has been identified as the preferred option and Members
should monitor the early implementation of these arrangements.

Section 19 of the Social Security Adminjstration (Frand) Act 1997

4.27  Section 19 of the Social Security Administration (Fraud} Act 1997, which requires
claimants to supply National Insurance Numbers (NINOs) and evidence that these
numbers were properly allocated to them was applied to Housing Benefit/Council Tax
Benefit on 6 September 1999.

428  However, in order to ease authorities’ application of Section 19, the DSS made
provision for authorities to phase in the application of Section 19 for renewal cases
only over a two year period. All new cases still had to comply with the requirements
of Section 19 from 6 September 1999.
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Section 19 of the Social Security Administration {(Fraud) Act 1997 (Continued)

4.29  The responsibility for ensuring that the correct Section 19 procedures are in place
rests with local authority Housing Benefit/Council Tax Benefit management. Any
benefit paid on claims made on or afier 6 September 1599, where the necessary NINO
information has not been collected, 1s an unlawful payment and therefore not eligible
for subsidy,

430  In 1999/2000 we reported that the Council’s compliance with Section 19 of the Social
Secunty Administration (Fraud) Act 1997 would be reviewed through our detailed
testing of the 1999/2000 Housing Benefit and Council Tax Benefit grant claim. This
sample testing indicated that the Section 19 provisions had been apptlied to Council .
Tax Benefit, and we were advised that the Council would introduce comphiance with
the Act to Housing Benefit during 2000/2001. Sample testing of the 2000/2001
Benefit grant claim indicates that this has now been implemented.
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5.01

5.02

5.03

5.04

5.05

Introduction

Best Value was introduced 1n Scotland in 1997, and a Best Value Task Force was
established to develop the framework and timetable for implementing Best Value in
Scottish councils. The Best Value Task Force included representatives of The
Scottish Executive, the Convention of Scottish Local Authorities (“CoSLA”) and the
Accounts Commission.

As part of the auditor’s statutory responsibilities, we are required to satisfy ourselves
whether a local authority has in place appropriate management arrangements to
secure value for money in its use of resources, With the introduction of the Best
Value regime for councils, the Performance Management and Planning (“PMP”) audit
has been used to review the progress that councils are making in implementing the
framework set out by the Best Value Task Force.

Performance Management and Planning Andit

In 2000/01, the PMP audit (“PMP2”) has been cammied out in accordance with
guidance issued by Audit Scotland and has been applied at corporate level and within
three services selected for review through agreement between the Council and
ourselves. Separate reports have been prepared in respect of these corporate and
SeTvICE TEVieEws,

A number of factors were considered in deciding on the service areas for review,
including the organisational structure of the Council, the existence of a distinct
service plan, clear management and reporting structures, the size of the service area
and the scope of completed Best Value reviews. The following service areas were
reviewsd :

) Personnel Services - Health and Safety;
° Transportation and Property Services - Transport Services; and
° Corporate and Legal - Registration Services.

Fach service area selected for audit was required to prepare a written submission that
covered ten criteria grouped under the four PMP questions. This formed the basis for
the audit.
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Performance Management and Planning Auadit (Continued)

5.06 The results of cach service review are summazansed below :

Overall Assessment of Status ]

Health
And Transport | Registration

Safety Services Services
Clear leadership for a Best Value approach is A B B
provided by ¢lected members, the Service
Head and the senior management team.
We understand the needs, expectations and A B B
priorities of all our stakeholders.
We carry out effective Best Value reviews. B B B
We have detailed and realistic plans for A B B
achieving our goals.
We make best use of our pecple. A C B
We make best use of cur assets. A C B
We have zsound financial control and A B B
reporting,
We actively support continnous improvement. B B B
We monitor and control our overall B B B
performance.
We have an effective approach to public A B C
performance reporting.
Key:
A Sound approaches are largely in place in line with Best Value expectations.
B Many elements of a sound approach are in place, but with scope for some improvements.
C  Asignificant level of improvement is required and this is adequately recognised in the

improvement actions.

D Asignificant level of improvement is required and this is not adequately recognised in

the improvernent actions. '

5.07  Thekey issues identified from these reports are summarised below. The Couneil

should :

o  develop a more structured framework for reporting to stakeholders and

the public;

. develop a system of performance indicators to enable the Services®

performance to be monitored;

Y involve stakeholders in future Best Value reviews;
® deveiop and formalise benchmarking information with similar providers;

and

o  develop effective monitoring arrangements to enable management to
progress Best Value within the Services.
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5.08

5.09

5.10

5.11

5.12

5.13

Performance Management and Planning Audit (Coniinued)

Members shonld make themselves aware of those areas categorised C and seek
regular updates to ensure management undertake the required corrective action
to meet Best Value expectations.

Prior Year Performance Management and Planning Aundits

In 1999/2000, three service areas were selected for PMP audit (“PMP1”) and each
was required to prepare a writien submission covering the PMP criteria. The written
submissions focused primarily on the extent to which the services met the PMP
criteria in 1999/2000 and resutted in the production of a list of planned improvements
to the services” PMP framework.

One of the core criteria for Best Value is the achievement of continuous improvement
and, as part of the PMP2 review, each service’s progress in achieving the
improvements agreed in PMP] has been reviewed.

The PMP follow up review is intended to assess :

the extent to which a PMP framework is in place; and

o whether improvement actions have been identified to address areas of weakness
and what progress has been made in implementing planned improvement
actions.

Separate reports have been produced 1n respect of the implementation of agreed
improvement actions for Non-Domestic Rates, Sheltered Housing and Fstates
Management. The key findings from these reports are as follows :

develop and formalise benchmarking information with similar providers;
implement a Performance Development Review programme for all staff;
develop and report performance indicators to members; and

arrange the developmenti of clear evaluation criteria for assessing results of
consultation exercises, identifying the required resources in advance and
introducing SMART objectives to measure the success of each exercise.

Members should ensure that those actiens agreed by Management in relation to
our Best Value reviews are implemented.
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6.01

0.02

6.03

6.04

6.05

Introduction

As part of our responsibilities under the Local Government (Scotland) Act 1973, we
consider the overall arrangements that have been made by the Council for secuning
value for money (economy, efficiency and effectiveness) from its resources.

In ierms of this responsibility, the following studies have been undertaken in
relation to 2000/2001:

. Schools Property Risk Management;
. Review of Intermal Audit; and
. Administration in Schools.

In addition, the following two studies from previous years are in the final stages of
completion:

. Rent Arrears management; and
. Refuse Collection,

2000/2001 VFM Studies

Schools Property Risk Management

In Janvary 1997, the Accounts Commission published “« safer place: property risk
management in schools” (" a safer place ), reporting the findings of a national
value for money study of property risks in schools. That report:

. Identified that erime 1s the major risk to school property; at that time, councils
were losing some £12 million a year from property crime in schools;

. Encouraged councils to adopt a corporate commitment to risk management;
and
o Set out a framework for action, making specific recommendations on how

councils should reduce avoidable losses by taking steps to protect schools
most vulnerable to property crime.

The study carried out in 2000/2001 follows up the 1997 study for Argyll and Bute
Council, using the Accounts Commission template, providing an up to date picture
of schools property crime, and reviewing the council’s progress in implementing the
recommendations from “a safer place”.
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0.06

6.07

6.08

6.09

6.1

Schools Property Risk Management {continued

It was identified that Argyll and Bute Council has clearly implemented a significant
proportion of the 1997 study’s recommendations, and this may have contributed to
the Council’s success in reducing the level of property related crime. The national
report indicates that the Council lies within the lowest 10 councils for vandalism
costs per school.

However, many of the approaches and actions recommended in “a safer place”
remain valid, In particular, it was identified that the Council should:

¢ Strengthen its organisational commitment to risk management, giving
consideration to reporting to councillors the progress made in reducing property
related nisks.

e Develop their corporate support for local solutions, in particular encouraging all
its schools and local communities to develop a shared understanding of the need
to protect schools from property crime, and support any local action that is
taken.

A draft report that provides detailed audit findings and recommendations will be
issued in the near future.

Review of Internal Andit

In conducting this study, the Commission wished to help councils achieve Best
Value from their internal audit arrangements. The main objectives were to:

o Assess the extent to which the council’s internal audit services meet the
standards of good practice set out in the CIPFA Code of Practice for internal
audit in local government (“the Code™);

Promote best practice in internal andit; and
Make recommendations that will help the council to develop a Best Value
internal audit service.

Based on the results of the study, the Commission has classified each council in one
of the following 4 bands, according to their level of compliance with the Code:

Band 1: Councils that most fully comply with the Code;

Band 2: Councils that generally comply with the Code;

Band 3: Councils that partially comply with the Code; and
Band 4: Councils that generally do not comply with the Code.
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6.11 Argyll and Bute Council was classified as band 4, the main findings being as
follows:

Internal Audit’s strategic plan does not establish a clear link between the
Council’s corporate aims and objectives and those of internal andit.

Internal Audit does not have up to date documentation of the Council’s main
systems.

The lack of internal audit experience amongst the internal audit staff is a major
source of difficulties. The staff often lack understanding of the objectives of the
work they are undertaking and as a resuit, the audit work completed is
inadequate to address the control abjectives.

From our review of Internal Audit working papers, we noted that they do not
contain adequate details to support findings, conclusions and recommendations.
In particular, there is no clear link between the work recorded on working papers
and the points raised in reports.

The Internal Audit Manager does not issue a formal report to the responsible
finance officer on the basis for demonstrating compliance with Section 95 of the
Local Government (Scotland) Act 1973.

6.12  These findings were relayed to Audit Scotland, who produced a national report in
August 2001 that summarises the findings of the studies carried out at all other
Scottish local authoritics. No council complied fully with the Code, although four
councils were found to comply most fully with over 85% compliance.

6.13  The key findings 1dentified in the national report are summarised as follows:

Intemal audit units comply most fully with the Code with regard to maintaining
independence, managing the controlling their work and promoting and
maintaining professional standards,

Areas of the Code where many councils need to improve include clarifying
terms of reference, basing internal audit work on a comprehensive risk
assessment, reporting and follow up arrangements and meeting staff training and
development needs;

Further opportunities for improvement of internal audit services exist in areas
such as the introduction of andit committees, expansion in the use of information
technology and more effective management of resources, and

All internal audit services should embrace a culture of continuous improvement.

6.14 A draft report which provides detailed audit findings and recommendations will be
issued separateiy.
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6.15

6.16

6.17

Administration in Schools

Good administration 1s essential to the smooth running of Scotland’s schools. If
administration is not handled efficiently and effectively, teachers may be diverted
unnecessarily from tasks which are central to teaching and to raising attainment.
This study was based on “Time for Teaching” which was carried out jointly by the
Accounts Commission for Scotland and HM Inspectors of Schools. It looked at the
ways in which admimstration is handied in schools, using the three questions below

as a focus for the study :

Questien

Implications

1. Are there administrative tasks
currently done by teachers and other staff
which could give better value for money by
using different methods?

Could simply doing the tasks i a different
way save time or increase its effectiveness?
An aspect of this question is whether a task
or part of a task is needed at all.

2. Are there administrative tasks which
could give better VEM with the use of
information and communication
technology?

Could task be handled more effictently or
effectively by using ICT more or
differently? Is there enough equipment of

the right type?

3. Are there admimistration tasks which
could give better VFM if done by other
people?

Do teachers need to be involved or could
other staff carry out the work as effectively
and at lower cost?

Improving administration in schools was identified by the Accounts Commission as
a study following consultation with councils in Scotland. The study aims to
encourage and assist councils to look at the ways in which administration is handled
in schools. It focused on administration, in particular, the time it requires from
teachers — {ime that could be spent developing materials, planning for lessons and
other initiatives aimed at increasing atiainment.

The report recommends that councils tackie at each of three levels:

+ Working with schools;

s Reviewing education department policies and practices; and
» Working with other Council departments and external agencies.
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6.18

6.19

6.20

6.21

Administration in Schools (Continued)

The Accounts Commuission provided the Council with a choice of how to approach
the self-assessment process. Either to use the methodology contained in the
Accounts Commission’s guide on Time {or Teaching — Improving Administration in
Scottish Schools or to develop its own methodology to address the Time for
Teaching recommendations, The Council chose to use the self-assessment process
material contained in the guide and use the results to develop an action plan.

The audit consisted of reviewing the Council’s arrangements for developing an
action plan which addresses the repart’s recommendations. The purpose of our
review was to :

¢ Discuss with key personnel their duties and responsibilities with respect to the
self assessment process and the development of an action plan.

e Review a sample of evidence provided by the Council in support of their self
assessment and assess whether the evidence supports the Council’s self
assessment.

Our key findings were that : .

o The self assessment had been performed in accordance with Aundit Scotland
guidance;

s Each action identified had been assessed against SMART criteria (specific,
measurable, actionable, realistic and time based).

1999/2000 Value for Money Reviews

In our Final report to Members for 1999/2000, we advised Members of progress in
respect of the reviews carried out. The cutrent status of each review is as follows:

e Rent Arrears Management — Draft report submitted to the Council; and
e Refuse Collection - Draft report submitted to the Council.

Members should ensure that those actions agreed by Management in relation
to our Value for Money reviews are implemented.
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7.01

7.02

7.03

7.04

7.05

7.06

7.07

It is the responsibility of the Council to ensure that, as far as practicable, the
information which is published is complete and accurate.

There are 65 performance indicators in total, all of which have been graded by us as
cither “A” or ‘X’ as follows:

A -
X -

The data appears lo be reliable in material respects

The lack of available systems, and/or reliable data, and/or decision rules has
resulted in the authority producing information which, in the auditor’s view
is unreliable.

A number of *X’ gradings were allocated to the following indicators:

® @ & & & » & 2 ¢ O »

Benefits administration — Gross administration costs
Benefits administration — Applicants processed within required time
Housing - Response Repairs

Libraries — Stock turnover

Libraries — Use of libraries

Roads & Lighting — Traffic light repairs response
Roads & Lighting — Street light repairs response

Social Work - Respite care

Social Work — Criminal Justice — Social inquiry reports
Social Work — Criminal Justice — Probation

Social Work — Criminal Justice — Community Service

The main reasons for these ‘X’ gradings may be summarised as follows:

The system could not provide an adequate andit trail; or

Council staff could not provide back up details; or

Supporting documentation was not always retained; or

Council staff failed to compile the indicator in accordance with the Accounts
Commission definitions.

In 1999/2000 and 1998/99 we reported & number of qualified performance
indicators and made a number of recommendations 1n our Performance Indicator
Management Letters.

These letters highlighted that there was a need to raise the profile of the performance
indicator process through a greater emphasis on improved co-ordination
arrangements, better quality supporting docurnemtation, improved monitoring'and a
greater comumitment at a departmental level.

The results of the 2000401 process highlights that 11 indicators were graded as “X”,
of which 4 were indicators previously graded “X", four were new indicators and one
changed from “A” in the previous year to “X”. Our recommendations for
improvements in this process are still valid this year.
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7.08  Wehave been informed that the Council Management Team has developed a
Performance Management and Planning Framework that will be rolied out across
the Council during 2001/2002. This framework will encourage departments to
incorporate both statutory and local performance indicators within their service
plans and report upon how well the service is performing against these on a
quarterly basis.

7.09 Members should review the arrangements within individual departments for
ensuring that gunalifications on performance indicators are removed for
2001/2002.
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8.01

3.02

8.03

8.04

8.035

Introduction

We plan and perform our audit procedures recognising that non-compliance by the
Council with statute or regulations may materially affect the financial statements. In
addition, as part of our normal audit process we are alert to the kegality of certain
significant transactions and events with a financial consequence.

In considering the arrangements put in place by the Council with reference to legality,
we have focused our attention on significant areas of decision making within the
Council which may involve unlawful expenditure or courses of action which may be
illegal and which might lead to a loss or deficiency.

It is emphasised that the responsibility for assessing the legality of such matters rests
with management and that by reporting in this Section, we do not purport to offer
advice to the Council or any other party.

During 2000/2001, we have assessed the Council’s arrangements as they relate to
legality by ;

e  reviewing gencral arrangements in place for ensuring the legality of
transactions, eg, the role of the monitoring officer;

s reviewing the minutes of the Council’s principal committees;

. holding discussions with officers;

. having regard to the Council’s implementation of significant new legislation or
statutory requirements;

. taking account of advice issued by the Accounts Commission and Audit
Scotland; and

. reviewing statutory requirements conceming the accounts.

In addition, specific national issues which we considered during 2000/2001 related to:

o  DLO/DSO statutory targets;

'Y Termination payments;

»  Debt restructuring;

. PPP; and

° Electors” Questions/Objections.
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8.06

8.07

5.09

8.10

8.11

8.12

B.13

DLO/DSO Statutory Targets

We reviewed all the Council’s DLOs/DSOs for the achievement of their statutory
financial objective, ig, to break even. This is detailed i Section I1I.

Termination Payments

Our review included testing of a sample of individuals who had left the Council
during 2000/2001 to 1dentify if such payments existed. In addition, we also reviewed
certain individual redundancy packages to ensure that these complied with standard
conditions. This sample testing did not identify any specific termination payments
which were outwith standard level authority redundancy packages.

Debt Restructuring

During the 1999/2000 and 2000/01 financial years the Council refinanced a number
of their long term loans to take advantage of lower interest rates. The Council takes
professional advice from their brokers in respect of these transactions.

The restructuring of debt often incurs either a premium or discount on the repayment
of the original principal. We can confirm that the Council has complied with
CIPFA’s guidance on the accounting treatment of premiums, which states that the
premium should be amortised over the term of the new loan.

Public Private Partnerships

In 199972000 we reported that the Department of Development and Environmental
Services was at an advanced stage of negotiating the Council’s puhlic private
partnership proposal for waste management within Argyll & Bute.

In recent years the Government has undertaken a fundamental reappraisal of waste
management policy in an effort to ensure that waste is treated in an environmentally
sustainable manner. This policy has significant cost implications for the Council,
which until recently used landfili as the cheapest and easiest method of waste
disposal. From October 1996 the government imposed a landfill tax on all waste
currently taken to landfitl sites and stricter regulatory standards have been introduced
in relation to the landfill of waste.

The Council estimated that to meet future environmental targets a significant amount
of capital investment would be required and submitted an outline business case to the
Scottish Office in June 1998.
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Public Private Partnerships (Continued})

8.14 The last two vears have seen a number of important developments with regard to the
accounting treatment of private finance initiative (“PFI”) transactions. In May 1997,
the “Bates” report on PFI acknowiedged that uncertainty surrounding the accounting
treatment was a barmer to progress and recomumended that the Treasury should 1ssue
interim accounting guidance, pending the deliberations of the Accounting Standards
Board (*ASB™). The Treasury obliged and published PFI Technical Note No 1 on 29
September 1997 (the “Interim Guidance™).

8.15 Subsequently, following the publication of the ASB Application Note in September
1998 the Treasury has developed new accounting guidance, in the form of PF1
Technical Note 1 (Revised) “How to Account for PFI Transactions” (the “TN”). The
objective of the TN is to complement the Application Note by providing additional
practical guidance for certain public sector bodies on key aspects of the Application
Note. The TN was issued in final form on 24 June 1999,

8.16 The introduction of the Application Note and the TN has meant that we have had to
consider the separability of the contract, whether SSAP 21 or FRS § applies and
assess certain Treasury determined quantitative, qualitative and other indicators of
risk transfer. We have reviewed details of the Council’s preferred option and have
been able to concur with view taken by the Council’s independent financial advisers
that the project should not be capitalised on the Council’s balance sheet.

Data Protection Act

8.17 The main provision of the Data Protection Act 1998 came into force on 1 March
2000. The Act implements the proposals of the EU Data Protection Directive
(95/46/EC) and establishes a single overall data protection framework based on the
existing data protection laws. It aims to achieve a balance between an individual’s
rights to privacy in the handling of information about them, and information users’
needs in processing information to provide the services which individuals require.

8.18  As part of our audit testing we assessed the Council’s arrangements to assess whether
arrangements appeared to be in place for:

e Staff dealing with personal information should be aware of the need for
compliance with the Act; and

¢ A specific officer should have been designated responsible for data protection
within the Council and should ensure that all data processing within the
organisstion is in compliance with the terms of the Act.

8.19 Ourreview indicated that the Council has appointed a daia protection officer who has
talkken a number of steps to address the implications arising from the Act. In particular
we have noted that a series of seminars have been held within each department, with
leaflets being distributed to employees to notify them of their responsibilities under
the Act. In addition we have been mformed that staff induction has been revised to
include details of the Act.
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Electors’ Questions/Objections

8.20 We did not receive any clectors’ guestions or objections during 2000/2001 that
required external audit investigation.
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Report Issue Agreed Action Responsible for | Due Date

Reference Implementation

3.07 Members should monitor management’s progress in | Progress reports on improvements in the Bruce West Ongoing
achieving improvements to the current budget budget monitoring process will be Head of reporting to
monitoring system and consider recommendations | submitted to the Audit Commitiee Accounting Audit
arising from the review. Committee

3.18 Management should reconsider the procedures for The impairments identified in 2000/2001 Bruce West For 2001/2002
obtaining rolling revaluations and identifying result from more detailed structural surveys § Head of revaluations
impairments, with a view to minimising fluctvations | as opposed to a simple valuation. Ttisnot | Accounting
in asset values from one vear to the next. practical to carry out a structural survey Nick Allen

each time a valuation is carried out. Estates
However, valuers will be asked to identify

assets where a structural survey may be

required.

3.29 Management and Members shouid ensure that the The revaluation programme will continne | Bruce West Ongoing
rolling programme of fixed asset revaluations is to ensure revaluations are brought up to Head of 3
completed as soon as practical and that, in future, all | date Accounting
assets are revalued at least every five years. Nick Allen

Estates

3.30 An exercise to identify and remove assets with nil This review will be carried out during Tommy Armour | 31/3/02
book value from the register should be undertaken as | 2001/2002 Cap Prog Co-
soon as possible. ordinator

3.31 We consider the 2 outdoor centres should be included | This will be carried out during 2001/2002 | Tommy Armour | 31/3/02
as operational assets subject to depreciation and an Cap Prog
adjustment should be made to correct this Co-ordinator
classification next year.

3.36 Management should ensure that procedures are Consideration will be given to the actions | Bruce West Ongoing
tmplemented in readiness for the application of the required to comply with FRS17, in Head of
Financial Reporting Standard 17 — Retirement conjunction with Strathclyde Pension Accounting
Benefits in future years. Fund, and taking account of further

guidance issued on its application.
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Report Issue Apreed Action Responsible for | Due Date

Reference , Implementation

3.42 Consideration should be given to automating the Plan to move central support allocations Bruce West 31/3/2002
Centrzl Support Recharge process further, improving | onto a computerized system is being Head of
the timely allocation of overhead charges through the | developed. Accounting
2001/2002 financial year.

4.07 Members should monitor management’s progress in | Reporting of progress will be covered by Bruce West Ongoing report
implementing the recommendations made to improve | actions outlined in response to para 3.07. Head of to Audit
both the level of financial information provided to Accounting Committee
members, and the formal documentation of actions
arising from financial investigations.

Arising from the review of budget Each Director in accordanc -
monitoring a number of changes will be with timetabi€
required to documentation produced as part for budget

of budget monitoring. These changes menitoring
require to be implemented in each

department.

4.10 We acknowiedge the improvements made this year in | A review of cut-off procedure will take Bruce West For 2001/2002
the overall bank reconciliation processes and place for income account next year end. Head of year end
recommend that the shortcomings detailed above are Accounting
addressed for 2001/02.

The issue affecting the housing benefit Donald MacVicar | N/A
bank account arose mainly as a Head of Housing
consequence of the industrial action within | Management
IT. However points raised are noted.
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4,17 A Whistleblowing Procedure A Whistleblowing Procedure has been Nigel Stewart N./A
introduced as part of the Council, Public Director of
Interest Disclosure Policy and was Comorate &
approved by Committee after submission | Legal Services
by Corporate and Legal Services Director,
Mr N Stewart as Monitoring Officer.
"immediately.
421 Audit Committee Members should continue to Details of audits completed and external Audit Committee | Ongoing
develop the role of the Audit Committee withinthe | audit reports received will be reported to
Courncil, monitoring Management’s progress in the the Audit Committee. Implementation of
implementation of internal and external audit recommendations will be reviewed as part
recommendations. of the follow-up process by Internal Audit
with a summary reported to the Audit —_
committee. N
b=
4.26 We understand that Members and Officers have Progress reports on the development will Stewart Ongoing for
already considered the options available to provide a | be submitted to the Audit Committee. McGregor period of
sustainable Internal Audit Service. A partnership : Director of development
with a private sector provider has been identified as Finance and 3 year
the preferred option and Members should monitor the duration of
early implementation of these arrangements. partnership
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Report Issue Agreed Action Responsible for | Due Date
Reference Impiementation
5.13 Members should ensure that those actions agreed by | Internal Audit will review progress on the | Internal Audit First report by
Management in relation to our Best Value reviews implementation of Best Value Review Management 31/3/2002
have been implemented by Management, recommendations by external auditor and
report to the Audit Committee
6.21 Members should ensure that those actions agreed by | Internal Audit will review progress onthe | Internal Audit First report by
Management in relation to our Value for Money implementation of Value for Money Managers 31/3/2002
reviews have been implemented by Management. recommendations by external auditor and
report to the Audit Commiittee
7.09 Members should review arrangements in individual | Each department will report on the action | Each Director 31/12/2001
departments for ensuring that qualifications on proposed to address the issues identified by o
performance indicators are removed for 2001/02. external audit to the SPC/Audit g
Committee.
Intetnal Audit will review progress on the | Internal Audit First report by
collection of performance indicators, Management 31/3/2002

including departmentat action plans, and
report to the Audit Committee

Misc/reportreferenceauditorshw
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RESPECTIVE RESPONSIBILITIES OF MANAGEMENT AND THE AUDITOR

General Accountable for the way it has  Provides an independent and

Stewardship discharged its stewardship of  objective consideration of the |
public funds, stewardship functicn.

Centraols It is the responsibility of We assess certain control features of

Framework Members and officers to the Council’s main financial systems
decide the extent of the and report on any significant control
internal control systems which  weaknesses that come to our
are appropriate to the Council.  attention from this normal audit
In this regard, a strong intermal  process.
auchit function is an important
feature of an effective internal
contro] system.

Fraud and The primary responsibility for  Our responsibility is to give

Corruption the prevention and detection of consideration to the arrangements
fraud and cormuption rests with made by management in this regard.
management.

Financial The possibility for ensuring We need to be satisfied that evidence

Statements the preparation of financial from our audit testing is sufficient to
statements which present a fair  give us a reasonable basis for our
statement of the financial opinion that the financial statements
position of the Council rests present fairiy the financial position
with management. of the Council at the year end and its

‘ income and expenditure for the year.

~ Value for Money [t is management’s We consider by examination of the
responsibility to ensure that accouts or otherwise certain of the
arrangements are in place that  Council’s management arrangements
are designed to achieve for securing economy, efficiency and
economy, efficiency and effectiveness in its use of resources.
effectiveness in the use of
fesources.

Legality The responsibility for ensuring  As part of our normal audit process,
the legality of all activities and  we consider the Council’s
fransactions rests with arrangements for ensuring the
management. legality of transactions or events

with a significant financial
consequence.
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OTHER REPORTS SUBMITTED BY US RELATING TO 2000/2001

e First Interim Management Letter

e Second Intenm Management Letter

e Personnel {Health and Safety) - Best Value Report

o Corporate and Legal (Registration Services) — Best Value Report

e Transportation and Property Services: Transport Services — Best Value Report

s Finance (Non-Domestic Rates) — Best Value Follow Up Report

¢ Housing (Sheltered Housing)} — Best Value Follow Up Repont

e Transport and Property Services (Estates Management} — Best Value Follow Up Report
* Performance Indicators

e Various correspondence, principally with the Director of Finance, mainly relating to
technical and accounting matters
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AUDIT CERTIFICATE TO THE MEMBERS OF ARGYLL AND BUTE COUNCIL
AND THE ACCOUNTS COMMISSION FOR SCOTLAND

As auditors, appointed under statute by the Accounts Commission for Scotland, we have
audited the accounts of Argyll and Bute Council for the year ended 31 March 2001, an abstract
of which is set out on pages 5 to 26.

Respective responsibilities of management and anditors in relation to the acconnts

As stated on page 5, the management of Argyll and Bute Council is responsible for the
preparation of the accounts. It is our responsibility to form an independent opinion, based on
our audit, on the abstract of accounts and to report that opinion to you.

Basis of opinion

We have conducted our audit in accordance with the requirements of Part VII of the Local
Government (Scotland) Act 1973 and of the Code of Audit Practice approved by the
Commission. An audit includes exammination, on a test basis, of evidence relevant to the
amounts and disclosures in the accounts. It also includes an assessment of the significant
estimates and judgements made by management in the preparation of the accounts and of
whether the accounting policies are appropriate to Argyll and Bute Council’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit of the accounts so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient evidence to
give reasonable assurance that the accounts are free from material mis-statement, whether
caused by fraud or other irregularity or ervor. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the accounts.

Opinion
In our opinion, the abstract of accounts presents fairly, in accordance with the accounting

policies set out on pages 6 to 7, the financial position of Argyll and Bute Council as at 31
March 2001 and its income and expenditure for the year then ended.

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
Glasgow

20 September 2001
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