
 

 

 

 

 

 
 

Gary Devlin 
Engagement Lead 
T 0131 659 8554 
E gary.j.devlin@uk.gt.com 
 
Stephen Vallely 
Audit Manager 
T 0141 223 0759 
E stephen.vallely@uk.gt.com 

Audit Approach Memorandum 

Argyll and Bute Council 

For the year ended 31 March 2011 



 

Chartered Accountants 

Member firm within Grant Thornton International Ltd 

Grant Thornton UK LLP is a limited liability partnership registered in England and W ales: No.OC307742. Registered office: Grant Thornton House, Melton Street, Euston Square, London NW 1 2EP 

A list of members is available from our registered office. 

 

Grant Thornton UK LLP is authorised and regulated by the Financial Services Authority for investment business. 

 

 

To the M em bers of Argyll and Bute Council 

W e have been appointed as external auditors to Argyll and Bute 

Council for a five year period to the year ended 31 M arch 2011. 

This is, therefore, the final year of our appointm ent under the 

current fram ew ork contract w ith the Accounts Com m ission for 

Scotland.  W e w ould like to thank all staff and m em bers of the 

Council for the kind help and support during the period of our 

appointm ent. 

This m em orandum  highlights the key elem ents of our proposed 

audit strategy for the benefit of those charged w ith governance, in 

accordance w ith the requirem ents of International Standard on 

Auditing (UK & Ireland) 260 and the Code of Audit Practice issued 

by Audit Scotland 

W e have considered our independence and objectivity in respect 

of the audit and do not believe there are any m atters w hich should 

be brought to your attention. This m em orandum  has been 

prepared on the basis of the lim itations set out in 'The sm all print' 

in Section 7. 

W e look forw ard to working w ith you during the course of the 

audit. 

 

Grant Thornton UK LLP 
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1.1 Introduction 
Grant Thornton UK LLP has been appointed by the Accounts 

Com m ission for Scotland as the external auditor of Argyll and Bute 

Council (the Council) for the five year period com m encing 2006-07. 

This m em orandum  outlines how  w e will approach the audit of the 

council in the final year of our appointm ent, and reflects our 

statutory duties and risk based approach. 

Specific duties for external auditors are concerned principally w ith 

the Local Governm ent (Scotland) Act 1973, the Code of Audit 

Practice and in the audit engagem ent letter issued to auditors by 

Audit Scotland. These include undertaking the audit in accordance 

w ith relevant legislation and Statem ents of Internal Auditing 

Standards and applicable Practice Notes issued by the Auditing 

Practice Board. 

1.2 Roles and Responsibilities 
The Code of Audit Practice (the Code) is issued by Audit Scotland 

on behalf of the Auditor General and the Accounts Com m ission for 

Scotland. The Code defines responsibilities of appointed auditors 

w hen auditing public sector bodies. 

The Code requires us to take a risk based approach.  O ur risk 

assessm ent in relation to each of the above areas is therefore 

sum m arised in the following sections of this plan. W e w ill keep our 

initial risk assessm ent under review  and discuss any significant 

changes to the nature and scope of our audit with you.  

1.3 Summary of audit objectives  

Area Audit Objectives 

Financial 

statem ents 

To provide an opinion on the council's 

financial statem ents for the year ended 31 

M arch 2011.  

Further details are provided in Section 2. 

Governance To review  and report on the council's 

corporate governance arrangem ents, including 

system s of internal control. 

Further details are provided in Section 3. 

Perform ance To review  and report on the council's 

arrangem ents to achieve best value and 

econom y, efficiency and effectiveness in the 

use of resources.   

Further details are provided in Section 4. 

Grant Claim s W e w ill provide independent auditor's 

reports on specific grant claim s in 

accordance w ith Audit Scotland guidelines. 

 

Further details are provided in Section 5. 

1 Introduction 
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A sum m ary of planned audit outputs and reports for the 2010-11 

audit is set out in Appendix A, and our planned reliance on internal 

audit is set out in Appendix B. 

1.4 Other matters 
W e set out in Section 6 details of our audit team  and our proposed 

fee, based on our responsibilities and risk assessm ent.  
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2.1 Introduction 
The Council's financial statem ents are an essential m eans by w hich it 

accounts for the stew ardship of resources and its financial 

perform ance in the use of those resources. It is the responsibility of 

the council to: 

 

• ensure the regularity of transactions by putting in place 

system s of internal control to ensure that financial 

transactions are in accordance w ith the appropriate authority 

• m aintain proper accounting records 

• prepare financial statem ents which give a true and fair view  

of the financial position of the council and its expenditure 

and incom e in accordance w ith the Code of practice on local 

authority accounting in the United Kingdom  (the Code). 

 

The auditor is required to audit the financial statem ents and to give 

an opinion as to: 

• w hether they give a true and fair view  of the financial 

position of the council and its expenditure and incom e for 

the period in question 

• w hether they have been prepared properly in accordance 

w ith the Code, relevant legislation, applicable accounting 

standards and other reporting requirem ents 

• w hether the Statem ent on Internal Control has been 

presented in accordance w ith relevant requirem ents and to 

report if it does not m eet these requirem ents, or if the 

statem ent is m isleading or inconsistent w ith our know ledge. 

 

 

 

 

2.2 Overall approach 
In order to gain sufficient assurance to support our opinion on the 

financial statem ents, w e w ill carry out a review  of: 

 

• internal audit, to determ ine the extent of reliance w e can 

place on it for the purposes of our audit (Appendix B 

sum m arises the areas of internal audit work w e plan to place 

reliance on) 

• the internal control fram ew ork for key financial system s 

• review  of com puterised controls operating across m ajor IT 

system s 

• the m ateriality of balances and transactions im pacting on the 

financial statem ents 

• the key risks relevant to the preparation and audit of the 

group financial statem ents 

• the council s arrangem ents for the preparation of its group 

financial statem ents and for the W hole of Governm ent 

Accounts consolidation pack. 

 

M ateriality 

An item  would be considered m aterial to the financial statem ents if, 

through its om ission or non-disclosure, the financial statem ents 

w ould no longer show  a true and fair view . 

M ateriality is set at the outset of planning to ensure that an 

appropriate level of audit w ork is planned. It is then used 

throughout the audit process in order to assess the im pact of any 

item  on the financial statem ents. Any identified errors or differences 

greater than 2% of m ateriality w ill be recorded on a schedule of 

potential m isstatem ents. These are assessed individually and in 

aggregate and discussed w ith you.  W here m anagem ent choose not 

to adjust their accounts for identified differences, w e w ill require 

2 Financial statem ents 
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them  to confirm  in a letter of representation to us, their view  that 

these differences are not m aterial to the financial statem ents. 

An item  of low  value m ay be judged m aterial by its nature, for 

exam ple any item  that affects the disclosure of rem uneration. An 

item  of higher value m ay be judged not m aterial if it does not distort 

the truth and fairness of the financial statem ents. 

Internal controls 

Auditing standards require that w e evaluate the design effectiveness 

of internal controls over the financial reporting process to identify 

potential areas of higher audit risk that could lead to m aterial 

m isstatem ent. These areas norm ally represent the higher value 

and/or m ore com plex financial system s, and do not necessarily 

reflect an assessm ent that controls are not operating effective.  The 

higher risk areas we have identified for 2010-11 are: 

• creditor paym ents 
• payroll 
• council tax and non-dom estic rates 
• fixed assets. 

 

W e are also required to assess w hether the controls have been 

im plem ented as intended. W e w ill do this through a com bination of 

inquiry and observation procedures, and, where appropriate, 

system s w alkthroughs. How ever, our w ork cannot be relied upon 

necessarily to identify defalcations or other irregularities, or to 

include all possible im provem ents in internal control that a m ore 

extensive controls review exercise m ight identify. 

 

 

2.3 Risk assessment and response 
 

O ur audit w ork is risk based and proportionate. On the basis of our 

prelim inary work to date, w e have identified the audit risks outlined 

w ithin Section 2.4 in relation to the financial statem ents aspect of 

our audit: 

 

W e w ill report to you in our Report on the 2010-11 Accounts Audit 

our findings and conclusions in respect of each of the risks that w e 

have identified at the planning stage of the audit. 
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2.4 Key audit issues 

Issue Response 

International Financial Reporting Standards 

2011 is the first year that the local authority accounting code is 

based on international financial reporting standards (IFRS). The 

m ove to an IFRS-based Code from  a UK GAAP-based SO RP has 

resulted in a num ber of significant changes in accounting practice 

that the Council w ill need to take into account when preparing the 

2010/11 financial statem ents. A key aspect of IFRS accounting in 

respect of private finance initiative and sim ilar contracts w as 

introduced in the 2009 SO RP.  The key accounting changes for 2010-

11 include:  

 

• a greater em phasis on depreciation of asset com ponents, and a 

new  classification of 'assets held for sale' 

• changes in the classification of leases, and a new  requirem ent to 

account for arrangem ents containing a lease  

• a change in accounting treatm ent for grants and contributions 

used to fund capital expenditure  

• a requirem ent to recognise a liability for untaken annual leave and 

flexi-tim e accruals 

• new  disclosure requirem ents for accounting standards not yet 

adopted, key assum ptions and judgem ents, changes in respect of 

prior period adjustm ents, and operating segm ents.  

 

The Council is also required to restate its 2009-10 accounts under 

IFRS to report com parative inform ation.  

 

 

W e carried out an interim  review  of the council's preparations for 

IFRS as part of our 2009-10 annual audit.  The council has adopted 

detailed planning arrangem ents and has created an IFRS W orking 

Group to take forw ard preparations for full adoption. 

 

W e have continued to liaise w ith the finance team  on issues relating 

to the im plem entation of IFRS as they arise. In addition, w e w ill 

address key IFRS accounting issues in our finance team  w orkshop 

arranged for 1 M arch 2011. 

 

W e w ill w ork w ith the council's finance team  throughout the year 

and m onitor the W orking Group's progress early in the audit year to 

ensure that the Council rem ains on track to m eet the final accounts 

deadline.  
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Financial Position 

The Scottish Governm ent announced the financial settlem ent for 

local authorities for 2011-12 in Decem ber 2010. Argyll and Bute's 

settlem ent for 2011-12 w ill be £220.059 m illion (£231.448 m illion 

2010-11). 

 

The initial reduction in the Council's budget settlem ent for 2011-12 

w as £11.389 m illion (4.9%), w hich is significantly higher than the 

national average of 2.59%. The Council's higher share of the cuts 

reflects significant variation in funding for two areas:  

• the Special Islands Needs Allow ance (SINA) following the 

reclassification of Seil as an island which leads to a reduction 

of £400,000 

• Supporting people allow ance - a reduction of £5.6 m illion 

due to an alternation in the distribution process for this 

allow ance by the Scottish Governm ent. 

 

A later re-allocation of governm ent funding provided  an additional 

£1.3 m illion in funding to the Council, giving a total reduction for 

2011-12 of £10 m illion. 

 

The Council had already planned for expected budget reductions, 

how ever the actual reductions for 2010-11 are significantly higher 

than expected. The Council has now  finalised its proposals to set a 

balanced budget for 2011-12, w ith the budget approved on 10 

February 2011. 

 

Throughout 2009-10 the Council has been analysing the im pact of 

reductions in central governm ent support, and perform ing scenario 

planning to determ ine the likely im pact on its financial position. As 

part of this, the Council has asked services to perform  service 

review s to identify options if they had to operate on 15% less 

budget. A key risk going forw ard is ensuring that budget savings 

identified are realized. 

 

W e w ill review  the Council's progress in m eeting its cost reduction 

and efficiency im provem ent plans. W e w ill also consider the 

adequacy of the Council's financial m anagem ent and budgetary 

control procedures.  
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3.1 Introduction 
Corporate governance is concerned w ith structures and processes 

for decision-m aking, accountability, control and behaviour at the 

upper levels of the organisation. The council is responsible for 

putting in place arrangem ents for the conduct of its affairs, including 

com pliance w ith applicable guidance, ensuring the legality of 

activities and transactions and m onitoring the adequacy and 

effectiveness of these arrangem ents in practice. The council's Audit 

Com m ittee should have a role in m onitoring these arrangem ents. 

 

The Code gives the auditor a responsibility to review  and, where 

appropriate, report findings on the council's corporate governance 

arrangem ents as they relate to: 

 

• the council's review  of its system s of internal control, 

including its reporting arrangem ents 

• the prevention and detection of fraud and irregularity 

• standards of conduct, and arrangem ents in relation to the 

prevention and detection of corruption 

• the financial position of the Council. 

3.2 Overall Approach 
 

W e w ill assess the adequacy of the council's governance 

arrangem ents by: 

 

• review ing the council's overall arrangem ents in relation to 

each of the above areas 

• review ing the extent of com pliance with the Code of Practice 

for Internal Audit in Local Governm ent 

• evaluating the council's approach to risk m anagem ent, 

including arrangem ents to address the key risks identified in 

this section of the audit plan. 

 

 

3.3 Risk assessment and response 
 

O n the basis of our prelim inary w ork to date, w e have identified the 

audit risks outlined in section 3.4 in relation to the governance 

aspects of our audit: 

3 Governance 
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3.4 Key governance issues 

Issue Response 

National Fraud Initiative 

The National Fraud Initiative (NFI) is a nationwide data m atching 

exercise run jointly by Audit Scotland and the Audit Com m ission. 

The 2010-11 exercise is now  underw ay. The role of external audit in 

NFI is to review  the Council's procedures for m anaging the exercise 

and the progress in pursuing potential frauds highlighted by the data 

m atching exercise. 

 

In previous years w e have highlighted w eaknesses in the Council's 

arrangem ents for processing m atches, in particular: 

• The Council should prioritise the review  and processing of 

the highest quality data m atches and ensure these are 

processed in a tim ely m anner 

• Staff in relevant departm ents should be assigned 

responsibility to review  and process the NFI m atches 

• The Council should consider subm itting creditors data for the 

next NFI exercise ·  

• The key contact should review  the required access to the NFI 

system  for the 2010-11 exercise and ensure only appropriate 

staff have been given access. 

 

W e are aw are the Council are w orking to address these issues in the 

2010-11 cycle. 

 

 

 

W e have follow ed up the Council's progress in processing NFI 

m atches, and all the relevant m atches have now  been assigned. 

 

W e w ill report on the Council's perform ance in the NFI cycle and 

sum m arise our findings in our Interim  M anagem ent Report. 
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Contract management 

Internal audit carried out a review  of the Port Askaig redevelopm ent 

project during 2009-10, and a report w as subm itted to the Audit 

Com m ittee in Septem ber 2009 highlighting the findings. The project 

relates to redevelopm ent of the harbour and associated facilities in 

Port Askaig on the 

island of Islay. 

 

The report m ade a num ber of recom m endations on contract 

m anagem ent and the approval process for capital projects, the 

m ajority of w hich are addressed by the new  Gateway procedures 

and the role of the Council's Asset M anagem ent Board. 

 

There are how ever a num ber of ongoing issues w ith the project, 

including a dispute w ith Caledonian M acbrayne on the com patibility 

of the ferry used for the Islay-Jura route.  

 

 

W e w ill liaise w ith internal audit to update our review  of this project 

in our 2010-11 audit. 

 

O ur findings w ill be reported in our Interim  M anagem ent Report. 

Corporate Restructuring 

The Council successfully com pleted a significant restructuring of the 

strategic m anagem ent team  and service heads in 2009-10. This 

involved replacing the four Strategic Directors w ith three Executive 

Directors, and a restructure of the services, w ith a realignm ent of 

services leading to the creation of 12 new  services to replace the 

previous 15. 

The next stage of the Council's restructuring is form al consultation 

w ith the trades unions and em ployee representatives on redundancy 

for all other staff m em bers as part of its efforts to reduce its budget 

over the next three years. During 2010-11, the Council invited staff to 

apply for voluntary redundancy, although it is recognised that 

com pulsory redundancies are likely to be required follow ing the 

finalisation of the 2011-12 budget.  

 

W e reviewed the Council’s arrangem ents for restructuring its 

strategic m anagem ent team  in our 2009-10 audit.  As part of our 

2010-11 audit, we w ill review  the Council's arrangem ents for 

restructuring other parts of the organisation to ensure it is in 

com pliance w ith relevant legislation and guidance. O ur review  will 

also consider the costs of the schem e and w hether they offer best 

value to the Council. 

 

W e w ill apply Audit Scotland's guidance note on severance as a 

guide for com pleting this area of w ork. 

Internal Audit 

W e have continued to follow  up our recom m endations follow ing our 

2006-07 review  of the Council's internal audit departm ent against the 

requirem ents The Code of Practice for Internal Audit in Local 

Governm ent in the United Kingdom  (the Code) issued by CIPFA. In 

 

W e w ill continue to m onitor the Council's future strategy for internal 

audit and consider ongoing com pliance w ith the Code of Practice. 

W e w ill also assess the extent to w hich the Council m eets the 

requirem ents of CIPFA guidance on the role of the Head of Internal 
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addition, in our 2008-09 audit, w e recom m ended that the Council 

perform  a review  of the future strategic direction of internal audit and 

consider the best w ay of providing the service. 

In June 2010, the Council appointed a 'head of internal audit' to lead 

the internal audit section, and this im plem ents one of the m ain areas 

of previous non-com pliance w ith the Code. 

The Council is currently undertaking a best value review  of the 

internal audit departm ent and expects to report the outcom es from  

this review  alongside its overall review  of support services. 

Audit. 
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4.1 Introduction 
The Local Governm ent in Scotland Act 2003 established Best Value 

as a statutory requirem ent for all councils.  The Act defines Best 

Value as ‘continuous im provem ent in the perform ance of the 

authority’s functions’.  The objective of Best Value is to ensure that 

councils deliver better and m ore responsive public services by: 

 
• balancing the quality of services w ith cost  

• continuously im proving the services provided 

• being accountable and transparent, by listening and 

responding to the local com m unity  

• achieving sustainable developm ent in how  the council 

operates 

• ensuring equal opportunities in the delivery of services. 

 

4.2 Audit Approach 
Under the National Scrutiny Plan for Local Governm ent 2010-11, 

Scotland's scrutiny agencies w ork together to develop a shared risk 

assessm ent and Assurance and Im provem ent Plan (AIP) for each 

council area.  During 2009-10, w e follow ed up the progress m ade by 

the council, both in addressing the im provem ent agenda and against 

specific areas of risk or uncertainty identified by scrutiny partners.  

 

Any further work on Best Value w ill be determ ined by the updated 

risk assessm ent and Assurance and Im provem ent Plan for 2010-11, 

due in April 2011.    

 
4.3 Risk assessment and response 
 

O n the basis of our prelim inary w ork to date, w e have identified the 

audit risks outlined in section 4.4 in relation to the governance 

aspects of our audit: 

 

 

4 Perform ance 
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4.4 Key performance issues 

Issue Response 

Assurance and Improvement Plan (AIP) 

The Council is required to achieve best value in its use of resources 

and to have effective arrangem ents in place to ensure it can 

dem onstrate how  it does this.   O ur recent audit found that the 

council is m aking good progress in im plem enting its best value 

im provem ent plan. 

 

The AIP, issued in June 2010, assessed the council as low  risk 

overall  but highlighted w orkforce m anagem ent and m anagem ent of 

the schools estate as areas of higher risk. 

 

 

W e w ill continue to work w ith other scrutiny partners through the 

Local Area Network (LAN) to update the AIP which sets out a shared 

risk assessm ent of the council's arrangem ents for achieving best 

value.   The LAN w ill issue its revised AIP by 1 April 2011. 

 

Schools Estate Strategy 

In recent years our work has draw n the Council's attention to the 

relatively poor occupancy rates in the Council's schools and the 

significant backlog of m aintenance in the schools estate (estim ated 

at £25 m illion).  The Council has responded w ith an undertaking to 

review  its school estate and develop a strategic plan for addressing 

key areas of concern.  The Council intends to bring forw ard options 

to address issues relevant to the school estate in the near future. 

 

 

As part of the Council's Assurance and Im provem ent Plan (agreed 

w ith all scrutiny agencies), w e w ill m onitor the Council's progress in 

im plem enting this key policy com m itm ent as part of our 2010-11 

perform ance audit work. 
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Single Outcome Agreement 

Single O utcom e Agreem ents (SOAs) are still a relatively new  

m echanism  for aligning public sector activity to national priorities 

and the Accounts Com m ission has no im m ediate plans to audit their 

delivery. How ever, the SRA and BV2  processes draw  upon evidence 

contained w ithin SOAs in order to consider outcom es m ore w idely, 

as planning for and m anaging the delivery of outcom es should be 

central to all aspects of the council’s activity.  

 

Successful delivery of SOAs depends on the degree to which they 

are supported by effective planning, budgeting and perform ance 

m anagem ent arrangem ents at service-level, w ithin councils and 

across partner agencies. 

 

 

 

 

In view  of the significance of the SO A, during 2010-11, w e w ill 

review  the Council's approach to developing governance and 

accountability arrangem ents to support SOAs.  In particular, w e w ill 

review  how  effectively the council links high-level SO A outcom es 

and m ore detailed service-level outcom es, outputs and activities, 

both within the council and across com m unity planning partners.  

The SO A should be supported by robust perform ance m anagem ent 

and reporting arrangem ents, w hich include the role of the Audit 

Com m ittee.   

 

As part of our work on Statutory Perform ance Indicators, w e w ill 

also review  the Council's approach to public perform ance reporting 

on progress tow ards achieving SO A objectives.    

Statutory Performance Indicators (SPIs) 

The SPI direction for 2010-11 continues to incorporate tw o m ain 

requirem ents: 

• that councils report a range of sufficient inform ation to 

dem onstrate best value in relation to corporate m anagem ent (SPI 

1); and 

• that councils report a range of inform ation sufficient to 

dem onstrate best value in relation to service perform ance (SPI 

2).  

In reporting against SPIs 1 and 2, the Council w ill be required to 

report perform ance against 25 indicators specifically defined by the 

Accounts Com m ission.  

 

The Council has also taken the opportunity to develop and report on 

locally determ ined indicators that reflect how  the Council is 

perform ing as a w hole.  

  

 

W e w ill review  the Council's arrangem ents for m eeting SPI reporting 

requirem ents.  Specifically, w e w ill consider whether the range of 

perform ance inform ation reported locally is sufficient to dem onstrate 

w hether the Council is achieving Best Value.  W e w ill also consider 

w hether arrangem ents are in place to ensure the reliability and 

accuracy of the inform ation to be reported. 

Improving public sector purchasing 

In M arch 2006, the Scottish Executive published the Review  of 

Public Procurem ent in Scotland by John M cClelland. The report 

 

W e w ill follow  up the Council's progress in im plem enting Audit 

Scotland's recom m endations.  In particular,  w e will look at what 
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estim ated that £740 m illion savings over the three years to 2008/09 

could have been m ade if public bodies significantly im proved how  

they purchased goods and service.  The report m ade a range of 

recom m endations aim ed at raising purchasing standards and m aking 

savings while also m aintaining high quality services. 

 

In July 2009, Audit Scotland produced a report on the 

im plem entation of the Public Procurem ent Reform  Program m e, 

w hich the Scottish Executive launched in response to the M cClelland 

Report.  Im proving public sector purchasing notes that there w as no 

system atic basis for reporting procurem ent savings.  There w ere also 

w ide variations across public bodies in the quality of purchasing 

data and practice.  Best Practice Indicators (BPIs) w ere not in use 

across all public bodies.   

 

 

 

action has been taken in response to the Audit Scotland report, and 

others, and assess what difference this has m ade to the Council.   

Impact of National Performance Audit Reports 

As part of the developm ent of joint scrutiny and shared risk 

assessm ents, Audit Scotland's national audit work w ill increasingly be 

inform ed by local risk assessm ents, with future studies program m es 

being m ore responsive to inform ation and intelligence generated 

through local audit work.  To m axim ise the im pact of the national 

audit work program m e, w e are required to follow up national reports 

affecting the Council 3 and 12 m onths follow ing publication. 

 

 

W e w ill review  the progress that the Council has m ade in 

im plem enting recom m endations from  national reports.  W here 

necessary, w e w ill report on any w eaknesses in our final audit report. 
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5.1 Introduction 
W e w ill audit the grant claim s notified to us by the council at the 

start of the audit, and authorised for audit by Audit Scotland, which 

currently are: 

 

• housing and council tax benefit subsidy 

• education m aintenance allow ances 

• crim inal justice social w ork services grant 

• non-dom estic rates. 

5.2 Overall approach 
 

Audit Scotland issue guidance to auditors on the audit of grant 

claim s authorised for audit in agreem ent w ith the Scottish 

Governm ent. Audit Scotland's guidance determ ines the extent of 

audit testing required for each specific grant claim . 

 

In order to gain sufficient assurance to support our opinion on each 

grant claim , w e are required to carry out review s of: 

 

• the council's arrangem ents for the preparation of each claim  

subm itted for audit 

• internal audit to determ ine the extent of reliance we can 

place on it for the purposes of our audit  

• the effectiveness of the internal control fram ework for key 

financial system s relevant to each grant claim  

• the m ateriality of balances and transactions im pacting on 

each grant claim  

• the key risks relevant to the preparation and audit of each 

grant claim . 

 

Any additional grant claim s subm itted for audit w ill be audited in 

agreem ent w ith Audit Scotland and subject to additional fee 

arrangem ents in negotiation with the council.

 

5 Grants 
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6.1 Timetables and milestones 
In accordance w ith the schedule in Appendix A, the following 

proposed tim etable and deadlines have been set:  

The audit process is underpinned by effective project m anagem ent 

to ensure that w e co-ordinate and apply our resources efficiently to 

m eet your deadlines. It is therefore essential that w e w ork closely 

w ith your team  to achieve this tim etable.

 

Audit Area Fieldw ork Tim etable 

Planning January/February 2011 

Interim  Audit 

• Financial System s 

• Governance 

M arch 2011 

International Financial Reporting Standards 

• Review  of the IFRS Shadow  

Accounts 

M arch 2011 

Perform ance 

• Area Im provem ent Plan 

• Statutory Perform ance Indicators 

April/M ay 2011 

Financial Statem ents Audit July/August 2011 

W hole of Governm ent Accounts August 2011 

Education M aintenance Allow ance Grant July 2011 

Housing Benefit and Council Tax Benefit 

Subsidy Audit 

August/Septem ber 2011 

Non Dom estic Rates Audit January 2012 

 

 

 

6 Logistics 
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6.2 Fees 
O ur fees are calculated in accordance w ith the guidance issued by 

Audit Scotland for determ ining the fee level for local governm ent 

bodies. The fee is based on our professional assessm ent of the level 

of audit risk associated with a particular body. Audit Scotland 

requires that the agreed fee for the audit is set w ithin the lim its of 

the indicative fee range. Placem ent w ithin the range depends on the 

level of w ork w e consider necessary to perform  the audit and is 

influenced by the num ber and level of risks facing the Council. In 

addition to the fee for the audit, Audit Scotland charges a fixed 

central overhead fee to m eet its central running costs. 

 

In recognition of the significant financial challenge facing local 

authorities, w e are proposing a decrease in our 2010-11 audit fee of 

£3,000 (1.5%) on the 2009-10 fee level. Our fee level has been set to 

reflect the efficiencies gained from  the 5th year of our audit 

appointm ent, offset by the additional work required to audit the 

Council's m ove to IFRS com pliant accounts.  

 

In addition, the fixed charge has been reduced by £12,700 (13.5%), 

giving a proposed audit fee for the year of £286,500, a reduction of 

£15,700 (5%) on the 2009-10 levels. 

 

 Current 

period 

£ 

Prior 

period 

actual fees 

£ 

%  Change 

Indicative Fee 201,400 197,900 1.8% 

Grant Thornton UK LLP fee 205,000 208,000 (1.5%) 

Audit Scotland Fixed 

Charge 

81,500 94,200 (13.5%) 

Total 286,500 302,200 (5.2%) 

    

 

 

 

W e have proposed this fee on the basis that: 

• IFRS restated 2009-10 accounts are presented to us by 31st 
M arch 2011 for our review  

• draft statutory accounts are presented to us by 30th June 
2011 for audit, subject only to routine audit adjustm ents 

• supporting schedules for all figures in the accounts are 
supplied by the agreed dates  

• a trial balance together with reconciled control accounts 
are presented to us by 4th July 2011 

• your staff are available to help us locate inform ation and to 
provide explanations 

• all deadlines agreed w ith us are m et. 
 

O ur ability to deliver to the agreed tim etable and fee w ill depend 

upon this. If there are any variances to the above plan, w e w ill 

discuss them  w ith you and agree any additional fees before costs are 

incurred, wherever possible.  
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6.3 Engagement team 
O ur engagem ent team  for the audit will include: 

Nam e Role Contact details 

Gary Devlin Engagem ent 

Partner 

T: 0131 659 8554 

E: gary.devlin@uk.gt.com  

Stephen Vallely Audit M anager T: 0141 223 0759 

E: 

stephen.vallely@uk.gt.com  

Grace Scanlin Perform ance 

M anager  

T: 0131 659 8526 

E: grace.scanlin@uk.gt.com  

Terence Brow n 

Claire O ram  

Loren Arthur 

Lucy Naylor 

Senior Auditors E: 

terence.brown@uk.gt.com  

E: claire.oram @uk.gt.com  

E: loren.arthur@uk.gt.com  

E: lucy.naylor@uk.gt.com  

Paul Spinks Technical M anager T: 0113 200 2554 

E: paul.spinks@uk.gt.com  

Raul Rodriguez Assistant M anager 

IT Audit 

T: 0131 659 8534 

E: 

raul.rodriguez@uk.gt.com  

   

 

The core audit team  will call on other specialist and support staff, as 

necessary, during the course of the audit. 

If at any tim e you w ish to discuss how  our services m ay be 

im proved or if you are in any w ay dissatisfied with the audit service 

you are receiving please contact Sarah How ard, our National Head 

of Governm ent Audit Services (sarah.how ard@uk.gt.com , 0113 200 

2530). 
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Engagement terms 
The purpose of this m em orandum  is to highlight the 

key elem ents in the proposed strategy for the audit of 

Argyll and Bute Council for the year ended 31st M arch 

2011.   

The docum ent is also used to report to m anagem ent in 

order to m eet the m andatory requirem ents of 

International Standard on Auditing (UK and Ireland) 

260.  

Ethical standards 
W e have im plem ented policies and procedures to 

m eet the requirem ents of the Code of Audit Practice 

and Auditing Practices Board's Ethical Standards. 

Roles and responsibilities 
In planning our work, we have due regard to the 

Statem ent of Responsibilities issued by Audit Scotland, 

which sets out the respective roles and responsibilities 

of the council and its auditors.  

As Section 95 O fficer , the Head of Strategic Finance is 

responsible for the preparation of the financial 

statem ents which show a true and fair view of the 

council's affairs and for m aking available to us all the 

inform ation and explanations we consider necessary. 

The Head of Strategic Finance is also responsible for 

putting proper arrangem ents in place to ensure that 

public business is conducted in accordance w ith the 

law and proper standards, public m oney is 

safeguarded and properly accounted for, and ensuring 

that econom y, efficiency, effectiveness and Best Value 

are achieved in use of resources. 

 

Communication of adverse or unexpected 

findings 
W e w ill com m unicate any adverse or unexpected 

findings affecting the audit on a tim ely basis with 

those charged with governance, currently the Council 

and the Scrutiny Com m ittee.   

The actual or potential resolution of significant audit 

and accounting issues w ill be discussed and agreed 

with m anagem ent and docum ented for the Scrutiny 

Com m ittee's consideration. 

Audit quality assurance 
Grant Thornton's governm ent audit practice is 

currently m onitored by Audit Scotland.  W e also 

com ply w ith Grant Thornton's internal quality 

standards and the firm  is inspected by the Audit 

Inspection Unit, an arm  of the Financial Reporting 

Council which has responsibility for m onitoring the 

firm 's public interest audit engagem ents. The audit 

practice is also m onitored by the Quality Assurance 

Directorate of the ICAEW . Grant Thornton UK LLP also 

conducts internal quality reviews of engagem ents. 

W e would be happy to discuss further the firm 's 

approach to quality assurance. 

Independence and robustness 
To m aintain our independence as auditors we ensure 

that: 

• Grant Thornton, its partners and the audit 

team  have no fam ily, financial, 

em ploym ent, investm ent or business 

relationship with the Council. 

• any non-audit fees do not represent an 
inappropriate proportion of total fee 

incom e for either the firm , office or 

individual partner. 

 

At all tim es during the audit, w e w ill m aintain a 

robustly independent position in respect of key 

judgem ent areas. 

Audit and non-audit services 
In accordance w ith best practice, we analyse our fees 

below: 

2009-10 Audit Fees £ 

incl VAT 

Grant Thornton UK LLP 208,000 

Audit Scotland fixed charge 94,200 

 302,200 

 

W e have not charged any non-audit fees during the 

year 

Communication with those charged with 

Governance 
Com m unication with those charged with governance 

7 The sm all print 

ISAUK 260 requires communication of: 

• relationships that have a bearing on the independence of the audit firm and the 
integrity and objectivity of the engagement team 

• nature and scope of the audit wok 

• the form of reports expected 
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is an essential elem ent of the audit. W e w ill discuss 

with m anagem ent and the Scrutiny Com m ittee the 

scope of our work in advance. W e propose that w e 

m eet w ith them  following the conclusion of our 

procedures in order to com m unicate the m atters 

arising.  
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Audit Reports To be issued to 

M anagem ent 

M anagem ent 

response 

Presented to Audit 

Com m ittee  

Audit Planning    

Audit Approach M em orandum  11th February 2011 18 February 2011 M arch 2011 

    

Financial Statem ents    

Report on the IFRS 2009-10 Restated Accounts 29 April 2011 13 M ay 2011 June 2011 

Report on 2010-11 financial statem ents audit (ISA260) 22nd August 2011 29th August 2011 Septem ber 2011 

    

Governance    

Interim  M anagem ent Report 27th M ay 2011 10th June 2011 June 2011 

    

Overall Audit    

Final Report to M em bers and Accounts Com m ission for 

Scotland 

7th O ctober 2011 28th O ctober 2011 Decem ber 2011 

    

Other Outputs To be issued   

Perform ance audit 

Response to national studies 

Assurance and Im provem ent Plan 

Im proving Public Sector Purchasing Follow  Up Report 

 

August 2011 

1st April 2011 

30th August 2011 

  

Grant claim  audits 

Non Dom estic Rates Incom e Return 

Education M aintenance allow ance 

Crim inal Justice Social W ork grant 

Housing benefit and council tax benefit 

 

25th February 2011 

31st July 2011 

30th Septem ber 2011 

30th Novem ber 2011 

  

A Key Outputs and Deadlines  
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B Internal Audit 

Introduction 

Auditing standards require internal and external auditors to w ork 

closely together to m ake optim al use of available audit resources. 

W e seek to rely on the work of internal audit wherever possible and 

as part of our planning process, we carry out an annual assessm ent 

of the internal audit function. 

 

The Council operates w ith a sm all internal audit section w hich has 

undergone a period of significant change in recent years. W e w ill 

review  the work of internal audit to determ ine the extent of reliance 

w e can place on it for the purposes of our audit. This avoids 

unnecessary duplication of audit w ork, and m inim ises any 

disruption to the Council caused by the audit process. 
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