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Who we are

The Auditor General, the Accounts Commission and Audit Scotland work together
to deliver public audit in Scotland:

1 The Auditor General is an independent crown appointment, made on the recommendation of the
Scottish Parliament, to audit the Scottish Government, NHS and other bodies and report to Parliament
on their financial health and performance.

1 The Accounts Commission is an independent public body appointed by Scottish ministers to hold local
government to account. The Controller of Audit is an independent post established by statute, with
powers to report directly to the Commission on the audit of local government.

1 Audit Scotland is governed by a board, consisting of the Auditor General, the chair of the Accounts
Commission, a non-executive board chair, and two non-executive members appointed by the Scottish
Commission for Public Audit, a commission of the Scottish Parliament.
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About us

Our vision is to be a world-class audit organisation that improves the use of public
money.

Through our work for the Auditor General and the Accounts Commission, we
provide independent assurance to the people of Scotland that public money is
spent properly and provides value. We aim to achieve this by:

9 carrying out relevant and timely audits of the way the public sector manages and spends money
1 reporting our findings and conclusions in public
1 identifying risks, making clear and relevant recommendations.
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Key messages

2017/18 annual accounts

1 Inour opinion, East Renfrewshire Council and its group financial
statements give a true and fair view and were properly prepared;

2 The audited part of the remuneration report, management commentary
and annual governance statement are all consistent with the financial
statements and prepared in accordance with proper accounting
practices.

3 The statement of accounts of the seven section 106 charities
administered by the Council are free from material misstatement.

Financial management

4 Financial management is effective with scope for improvements in
ensuring the accuracy of initial revenue budgets.

5 Our testing of the design and operation of the financial controls over
significant risk points confirmed that controls relating to financial
systems and procedures are designed appropriately and operating
effectively.

Financial sustainability

6 The Council and its group financial position is sustainable in the
foreseeable future although rising demand, increasing costs of services
and reductions to central funding will continue to place a strain on the
Council 6s capacity to deliver services at the curren

7 The council has developed and approved its savings plans for the next
three years to support its financial position.

Governance and transparency

8 The Council has appropriate governance arrangements in place that
support the scrutiny of decisions made by the council.

9 The Council is open and transparent in many of the aspects in which it
conducts its business and the public can attend meetings of the Council
and its standing committees.

Best value

10 The Best Value Assurance Report was published in November 2017 and
our follow up work indicates that the council have acknowledged the
findings of the Best Value audit and have been proactive in identifying
actions which will address the recommendations made. The Best value
review and the council és response have had a notable
supporting continuous improvement at the council.

11 There are a number of significant ongoing transformation projects which
will be critical to supporting the council in delivering its ambitious
programme of change and improvement and achieving its overall aims
and objectives.



Introduction

1.This reportt e mmanmndisregs ari singEfsom the 2017/ 18 audi
Renfrewohincrd itétheoCpuncil).
2The scope of the audit was set out in our Annual Audi
08/DB18 meeti ngamd 3dhCotwidyittee. Thi s report
compes the findings from:
1 an audit of the annual accounts
9 consideration of the four audit dimensions that frame the wider scope of public audit set out in the
Code of Audit Practice 2016 as illustrated in Exhibit 1.
Exhibit 1
Audit dimensions
Financial
sustainability
_J~
Best Value
Value
for money
Source: Code of Audit Practice 2016
3.The main elements of our audit work in 2017/18 have b

9 an audit of the Council and its group 2017/18 annual accounts and the statement of accounts of the
seven section 106 charities administered by the Council including the issue of independent auditor's
reports setting out our opinions

1 areview the Council's key financial systems

1 follow up audit work covering the Council's arrangements for securing Best Value as reported in the
Best Value Assurance Report issued in November 2017

9 consideration of the four audit dimensions

1 Housing Benefit Performance Audit

1


http://www.audit-scotland.gov.uk/report/code-of-audit-practice-2016

10.

11.

The Counci l has primary repeonksibahcit gl for ensuring t
stewardship of public funds. This includes preparing
in accordance with proper accounting practices.

The Counci l is also responsible for compliance with |
arrangements i n plparcoeprfioert ygoavnedr nraengcuel ,ar i ty that enabl
successfully deliver its objectives.

Our responsibilities as independent auditor appointec
Commi ssion are established by the Local Government i
t h@Gode of Audit aPrda cstuipcpel e(neOnlt6a)r y gui dance, and

I nternational Standar dK. on Auditing in

As public sector auditors we give independent opinior
accounts.r eWel eawt saond provi de conclusions on the effect
Council 6s performance management arrangements, suital
effectiveness of corporate governance arrangements,
and arrangements for securahgofi@apoarcti abnsubkéainabi |l i
Council's best value arrangements and in doing this
i mprovement and accountability.

Further details of the respectiyv sponsibilities of

e re
can be foQomde i of tAwedi t. Practice 2016

This report raises matters from the audit of the annt
consideration of the audit di mensions. Weaknesses or
those which thlaeier catmeemntoi on during our normal audit v
not be all that exist. Communicating these does not
its responsibility to address the issues we raise an¢
systems of control

Our annual auds tamepgnreed oma e maiept hngat

out specific recommendations, responsi ble officers ai
i mpl ement ati on. I't also includes outstanding actions
progress against these.

We can comwfei commphagt with the Financi al Reporting Coun:

St andWe dcan al so confirm that waullatvte not undertaken
rel ated ser vOilc7e/sl 8a naduf dtiAt2 2B2s,€9s6e0t out i n our Annual
Audit Plan, remains unehafhgendy MWel aticomohi msvatrhat
could compromise our objectivity and independence.

Adding value through the audit

12

OQur aim is tbhasatddRemflOCoewdschoilr eby prionvtiodi ng i nsi ght

andf f efrarmmeggeinghf i nanci al S u s toainmankciel ibtyy, ri sk and perf
identifying areas of i mprovement and recommending an
practice. I n so doing, we aim to help the council pro
of governance, better management and decision making

us e of resources.

13.Thi porée i s addressed to both the Council and the Cont
be published on Audiww. Sesadtoltd radh'ds. gwevh suikt e
14.We would | i ke to thank all managlewnreechti mnd staff who

our work foprertahéiom @amd assistance during the audit.


http://www.audit-scotland.gov.uk/report/code-of-audit-practice-2016
http://www.audit-scotland.gov.uk/report/code-of-audit-practice-2016
http://www.audit-scotland.gov.uk/

Part 1

Audit of 2017/18 annual accounts

Main judgements

In our opinion, East Renfrewshire Council and its group financial
statements give a true and fair view and were properly prepared;

The audited part of the remuneration report, management commentary
and annual governance statement are all consistent with the financial
statements and prepared in accordance with proper accounting
practices.

The statements of accounts of the seven section 106 charities
administered by the Council are free from material misstatement.

Audit opinions on the annual accounts

_ The Council and
15. The annualf carc ctohuentGouncfi dr amlde i yesargr@nu egpou& d\Alar ch

2018 were appboouvnecd | BBf2/000h8e. We reported our

independent atulat oriébrs:owmpoaopgi ni on accountsaretﬂe

principal means

1 the financial statements give a true and fair view and were properly of accounting for
prepared the stewardship

of resources and

9 the audited part of the remuneration report, management commentary and performance in

the annual governance statement were all consistent with the financial

statements and properly prepared in accordance with the guidance the use of
resources.
16.Wehave not hing t oofr emiogdt dtnemtahispde cit ma t—Tom
i bhhfei nanci al statements, the ,addguacy of accounting r
information and explanations we received, or the achi
financi al objectives.
Audit opinions on section 106 charities
17.Due to the sater antthied 6L oocfa | Government in Scotland Ac

1973 with the chaaideiparcdpemideint or o8 report i s

requi rtende fsarat ementeadhacegiuatsered charity where

me mb e rEsa sotf Re n fQoeuwnschiilr ear e sol e trustees, irrespecti v
size of the charity.

18. Al t hough t henoQo wmrcoiglr eltassetdi on i n the number of trusts
the Council are continuing to promote | ocal awarenes:
| ocal resi detnwasf atnhde atlrlusbtust made grant awards in 2017

199.We received the charitiesd atabbetandnaftae with the
completing our audit we reported in our independent
our opinion:

1 the financial statements give a true and fair view of the section 106
charitydés financi al position and are properly prepe
charities legislation



il

the trustees' annual report is consistent with the financial statements and
prepared in accordance with proper accounting practices.

Submission of the Council and its group annual accounts for audit

200We recei ved dt haen nwmdtushicdow2®mM /706 /n | i ne wi th the
audit timetable set out in our 2017/18 Annual Audit

2. The working papers provided with the unaudited accour
standard and finance staff providea good support to t
audithépkeidsensumadihatoftadidceo uanntnsu aplr ocess r an
smoothly

Whole of Government Accounts

222The Council submitted a consolidation pack for the wlt
accounts ajuudnked 18ni 861 i ne wlihtihs twhiel |Id enaodt! ibnee .
subjteoctaudit as the | evels of drodahsseextpsendi ture and th
l ePsoperty, pl ant & equipment, heritage assets, intal
property and asfsa&ltls hel dwftome salé&i t threshol ds.

Risk of material misstatement

23.Appendcgirovd des a description of those assessed risks
mi sstatement that were identified during the plannin¢
greatest effect on the overall audit strategy, the al
audnd directing the e&hdrwibdeorf auhdei ta uddii nhe n seiaom
ri skkbdentified

Materiality

24 Mi sstatements are material if they could reasonably I
the economic decisions of wusers ta&en based on the fi
assessment of what is material is a matter of profes:
involves considering both the amdumnts and nature of t|
affected by our perception of the financi al i nformat |
financial statements.

25.0uri tiinal assessment of materiality for the annual acc
during the planning phase oExhihkei Wiu@klh t and i s summar |
regards to the annual accounts, we assess the materi
mi sséments both individually and collectively.

26.0n receipt of the annual accounts we reviewed our pl
calculations and concluded. that they remained appropi!

Exhibit 2

Materiality values

Materiality level Amount

Overall materiality £3.071 million
Performance materiality £1.536 million
Reporting threshold £30 thousand

Source: Audit Scotland, Annual Audit Plan 2017/18




How we evaluate misstatements

27.1't is our responsibility to request that all errors
arerected although the final decision on this |ies w
governance considering advice from senior officers ai
Management propose to adjust the financial statement :
highlighted fromftireetawdi tt.hesTehe heaitgees i s to increas
worth recorded in the balance sheet by A30.982 mill i«

I Council Housing Stock Valuation: an increase to the net value of the
council és housing stock of A19.328 million to refl e
Valuer (refer Finding 1 Exhibit 3)

1 Net pension liability: a decrease of £8.891million to the net pension liability
to reflect a more up to date estimate by the Actuary of the value of pension
fund assets at 31 March 2018 (refer Finding 2 Exhibit 3). There was also a
change to the Group Accounts to reflect the revised net pensions liability
relating to the East Renfrewshire Leisure Trust and other smaller scale
combining entities such as the Renfrewshire Joint Valuation Board.

9 Valuation of Eastwood Office Accommodation: an increase of £2.585 million
to the valuation of Land and Buildings at 31 March 2018 to include the up to
date valuation of the Eastwood Offices which had been omitted from the
unaudited accounts (refer Finding 3 Exhibit 2)

91 Reallocation of asset values: to ensure the accuracy of the asset
classifications, £0.148 million was reallocated from buildings to plant and

equipment.

28.The audit also highlighted the need to enhance some ¢
Governance Statement todolegngswerfe etchedsttaoteememtdi nys of
the I nternal Audit reports issued during the year.

29. A1 | i ndividual mi sstatements which exceed our reporti
amended in the audited financi al statements. There al

which we witoh ytoawrbraitngnti on.

Significant findings from the audit in accordance with ISA 260

30.I nternational St and#raq winr A du ¢ ith@ @d®d@muni cat e
significant findings from the audit to those charged
summar i Bxli hinwh&re a finding has resulted in a recomn
management , a cross ref eApepnecnechiax B déden Acti on Pl an in
included.

3. The findings include our wé eawspadtouutofsitglme fi cant qual
Council 6s accounting practices including:
9 Accounting policies 9 Accounting estimates and judgements
1 Significant financial statements disclosures 1 Timing of transactions and the period in which

they are recorded

1 The impact on the financial statements of any 1 The effect of any unusual transactions on the
uncertainties financial statements
I Misstatements in the annual accounts 9 Disagreement over any accounting treatment

or financial statements disclosure



Exhibit 3
Significant findings from the audit of the financial statements

Finding Resolution

1. Housing Stock Valuation

In 2017/18 the council introduced for the first time a
rolling 5-year valuation programme. The council
had previously valued all assets every year.

Although the housing stock was to be included in
Year 2 (2018/19) of the valuation programme, the
Valuer had revalued the stock at 31 March 2018.
This valuation had not been reflected in the
unaudited financial statements.

The value of the council
£19.328 million higher than the value included in
the unaudited accounts.

The Valuer was not required to provide a formal
valuation certificate in support of the value of the
council éds assets at 31 N
to the requirements of the Code of Practice on

Local Authority Accounting (the Code) .

The accounts have been adjusted to reflect the
correct valuation of council houses at 31 March
2018.

The council has decided to value housing stock on
an annual basis and this will be outwith the
remaining asset valuation programme.

In line with the Code, going forward there will be
formal agreements with the Valuer on those assets
to be valued as part of the rolling programme and
the Valuer will provide a formal valuation certificate
to support the asset values included in the financial
statements.

Action plan (Appendix 1, point 1)

2. Net Pension Liability

The council accounts for its share of Strathclyde
Pension Fund in accordance with International
Accounting Standard 19 Employee Benefits
(IAS19). This relies on valuations of pension fund
assets and liabilities by the actuary. The timing of
actuarial reports means that actuaries produce their
IAS 19 reports using estimated data for the final
part of the year. Asset returns estimated by the
actuary for the final part of 2017/18 were
significantly lower than actual returns. This resulted
in pension fund assets r
balance sheet being understated by £8.891 million.

The councilé share of pension asset value has
increased by £8.891 million. This has resulted in
the net pension liability in the balance sheet
decreasing from £91.345 million to £82.454 million,
with a matching increase in unusable reserves.
Similar adjustments have been made for group
entities who are admitted bodies in the Strathclyde
Pension Fund. These adjustments have no impact
on the General Fund reserve balance

This is an issue which affected pension funds,
councils and other public bodies across Scotland.

The accounts have been adjusted to reflect the

C 0 u N c i re df the peimsian fund assets based on
the latest valuation at 31 March 2018. This has the
impact of reducing the pension fund liability and
increasing the pension reserve by £8.891 million.
As local government accounting regulations require
the general fund to be charged with amounts
payable to the pension fund or directly to
pensioners during the year rather than amounts
calculated according to IAS19, this adjustment does
not impact the outturn for the year or the general
fund balance.

3. Valuation of Eastwood Office

The council introduced a rolling 5-year valuation
programme in 2017/18. For the first year of this
programme the assets to be revalued were schools,
health centres and large office accommodation.
The unaudited accounts did not include a valuation
for the Eastwood Council office as required by the
valuation programme. The valuation of this office
had increased by £2.585 million at 31 March 2018.

The updated valuation has been amended in the
updated financial statements.

10



Source: Audit Scotland

Good practice in financial reporting

32.The annual report and accounts reflect good practice
Scotl|l alnmpmoaeviong the quality iefxplemdalt uawt hority accour
and funding analysiso

Follow up of prior year recommendations

33.We have foll owed up oadteidormsndpraswieswseldy preomgress with
i mpl ementation, tAppendained Iedpotti édeidnby the prefix
b/ f (brought forward).

34.1 n tsoetvadlgreed actions were raised in 2016/17. Of thes
1 3 have been fully implemented

1 4 have only partly been actioned

35.0verall the Counci l has made reasonabl e progress in i
actions. For those actions not yet i mplemented, revi se
have been agreed with Rppeagemantt as set out in

Integration Joint Board

36.For t hyedrhitridei nColuundceid itthe dSharmaemcofal transactions of
East Renflrnetwesghriartei o n( tJoceiwitd BBgonaofudpe anci al
statement s.

37.The preparationabémeéehesfohanlceal JBtrelies on the prov
informati dn nfamgmbattime of East Renfrewshire Council an
Greater Glasgow and Clyde (NHSGGC) . Qur financi al Sy ¢
and substantive testing of ettdrersddBi augidlorewed us t (
with assurances on the completeness and accuracy of |
that the council provided to the 1JB. I n the same wa)

have provided assurances on the completeness and acc!
i nf ornmathiada t he health board provided to the 1JB. Thi
assurances on the accuracy and cdarmpl eteness of | JB f|
council 6s group accounts.

Other findings

38.0ur audit identified sever al pr ewseernet ati onal and di scl
di scussed with management. These were adjusted and r «
annual accounts.

Objections

3. The Local Authority Accounts (Scotland) Regul ations 2z
authority to publish a public Bobificehen its website
period for inspecting and objecting to the accounts.
website throughout the inspection period. The Counci l
regul ations noo'bhleercelwenrseto the account s.


http://ishare/extranet/TSU/Good_Practice/Good%20practice%20note%20on%20improving%20the%20quality%20of%20local%20authority%20annual%20accounts%20-%20Expenditure%20and%20funding%20analysis.pdf
http://ishare/extranet/TSU/Good_Practice/Good%20practice%20note%20on%20improving%20the%20quality%20of%20local%20authority%20annual%20accounts%20-%20Expenditure%20and%20funding%20analysis.pdf

Part 2

Financial management

Main judgements

Financial management is effective with scope for improvements in
ensuring the accuracy of initial revenue budgets.

Our testing of the design and operation of the financial controls over
significant risk points confirmed that controls relating to financial
systems and procedures are designed appropriately and operating
effectively.

Financial performance in 2017/18
y Financial

40.1 Febr ROriythe Counci | appA@2&dniéal 8 biuodng eftor‘rfaﬁagementis

2017 MWh8 heCotunci Igolotedsa@ak r ec oirndg isnerdwilc Ukt financial

within,ibwdgeat hr et orsyigomfidn glamdanddr spen .

against the revenue budget capacity, sound
budgetary

41.The financi al s twart cearesnp esn6t3ricfolir Ad e g goroeessek and

fumdggai nst teapep rodovuegldgmhdilec hi ¢ ipmalvi ded f oRyhdtherthe
trancs®h®Bmi |l | i ameenemal fund control

42. A1 | service departments within the co&‘fHVanT"efH%f\% repor
2017/ 18The marepoe aneanb®eo s on talre rsd ars diggnal @%‘tro'S
those reportreamelny 2016/ 17 are operating

effectively
1 The management of vacancies across the council

1 Reduced borrowing costs
I Early achievement of savings

1  Over recovery of income collected principally from council tax and

education
43. The counci l has carried out a specific review of the
coinmuing budget undrees@pewds  agenbgveéeudgets and
moedentrali sed budgets into deparlthments to better re
addi weonpt e h reporting to members has i mproved di

the project

t hat
ed budiget memb ¢ uz hibde ¢ mmr iele d n
l'ine with the fi
s

nal o Wet uwmin |r epecerpt eudh dier Jruerve e2n0 1t &h.e

couneprlb@gs es in minimising the | evels of unplanned b
Housing revenue account
44.The Counci l i slaeganred mgi hegi s a separate housing r
account and to ensure that rents are set to at | east
housing provision Rent | evel sofartehet herefore a direct
budget set for the year.

12



45.The Housing Reveetnuuenbeddd ggetintinder spend n 2017/ 18 o
AO. 385 (nMRi%l8Ifi cex pe.mdiitsursaly pl us has bee used to in

i
n ~
the Housing reven,uewhicch uatt I lesMarveh 2018 was Al.
mil lion.

f

crea

629

Efficiency savings

46.Wi t h reduced fundtngnfilromcgeasedmdermand for financi al
services, efficiency savings are an i mportant means

bet ween funding received and spending commitments.

47.The Counced iatcshipelvanned rialvliingrs iof 2A0’1 /31558 pri marily

t hr ougrhvriecdee si gn, a reduction in |IJB funding and an i
and chahegeesounci l has identified a savings requireme
million for the 202ddr2lperiod 2018/ 19

48.The Counci |
Gover nment i

i's remau dderdreudaol mraekteurann t o t he Scottish

n respect of r ecuwrurailn g fefifciiccinecnycy savi ngs
s present 8d 1t8o atnhde r @&clwirelesc yon 16/ 0
4

statement wa
savings of | A4 o®d05

49. There will be continuing financial pressures on the ¢
demands on services and possible reducing |l evels of f

Capital programme 2017/18

50.,As reported in thetofahaoasgppatdastuateemank2817/ 18 was
A53. m07) i ofn AvhS8i.coh8B| iadedr élo general services and
A5. miid kioomossi nighcpepsr.ox i mately 50% of the capital sper
general fund services was in respedte of the Council 6:
new build Barrhead High school which opened in August
51. 017 /alp8pgcadgr aanpnper oved by nemdEmbaerygy 2017

aklBe@dB IA305n. B(BKUI i on for thaés.gxdidrialonfund and
hpusiTrhge capital p ramglr a mmpehaifa ul gelpa watt etdh e
rreamgdl ar budgred p caroies ¢ etntinlgel CabBhaeet .

@117/ 18 capitabom@abibetWVMa@gdadp pr oav e d

alpital pr &dr dvmelA&n 43 | i on for general fund
d5 .A5m@i4l | i on Hor Thossisgdpp @@dilnadme loyr A

sbhan the orplgamadpgprapvigdlin February 2017

Theg
t ot
for
yea
fieg
t ofc
an
| e

52.Actuaapiggadnd 2017/ 18 was A29. 1167 mmio Il [1ii com. This was A
6% betlhobew f i nal bud@et@ddVvalmeeCoblindil has a
hi st amyeafspends againsds thet [Eirfppe daitn bHudget



Exhibit 4
Capital underspends compared to budget (general fund and HRA)

60000

50000
35

< 40000
]
3

3 30000
£

« 20000

10000

0

Budget Actual Budget Actual Budget Actual
2015/16 2016/17 2017/18
m General Fund m General Fund
Housing Revenue Account Housing Revenue Account

Source: Audited Financial Statements

53. Theost signif iuvcmaretr spreesmas no fr2 OdvaEp iét8a |

9 City Deal projects due to ongoing negotiations with Scottish Water and
Transport Scotland

9 various IT projects due to delays in the timing of pilot projects, testing of
systems and ongoing service redesign

541 n both 2016/17 and 2017/18 the counci l has funded a
capiex@lenditure from the capital reserve. This was a
capitalwhiesdéeddickee need for borrowing.

Borrowing in 2017/18

55.The Counci |l ' s oaut s3tlasntd iMagr clho a2nOshi8iniwieca @ A177.357
increase mfl AB ®n001l774/ olMThe main reason for this increa:
t hlei ability for the new Barrhead High School that ope
This school is part of the Scotlandés Schools for the
profit distEkDbtbiti ohhl mghkhies .t he movement on debt in t he

56. The counci l c o ntoitnluee sl awe shta viee wanlehreof debt across
loc al autthoowe vteire,s .as riNogpwembeedr BVARYEMhEeEhe | evel
ofPFI RMPBE diepbrto p or thii@ralmpyar ed to ot her council s

57.The fuewerue commitment to thePElbuardl over the term

PPRontracM 69wmgll3izomdda/i®hd represents a

significant fbudgetpredsher euvoment PFI/PPP contracts
tend between 2.02& amodanzltdsi nesqual i sati on fund
whiichelf dfrutafrffordability gapenwibhar FI / PPP
bal ance bonthat 31 Mar cnhi 12078 swa sl .ves 8
kept untdieruiemine w.

58. Toteaxlt er nal debt (which owmimpcllrnuakeis! itthiee o umas | Wist hi n
the authorised | imit odndi2dpe r2a7i aiglltibeundary

treasury managé@mentoshchktegwpseentt borrowing
posidgonmdent auwndcitlhewilol continue to consider the aff
future borrowing.

14



Exhibit 5
Overall indebtedness as a percentage of annual income over past 3 years
50%

48%
46%
44%
42%

40%

overal indebtness/annual income

38%

36%
2015/16 2016/17 2017/18

Financial year

Source: East Renfrewshire Council Audited Financial Statements

Budgetary process

59. Thkeocal Government i n Scotl and\NovReimbanci al overview 2(
201R)ghl thkhbhedneed for budgets and forecasts to refl e
spending becremeingltyoi mfbosdants with decreasing
(or low | evels) of ulstabilse acmseirdveerséhch bg aoced yproanct i ce
aCouncil's budgetsamedabaghadst plagreed strategic pric
ThBVAR made a r e ddidmte ncdoawn coinl should adopt a mor e
strategic and coordinated approach to planning and
resources and transformation programmes, to encompas:
and plans, wamldfserete mahage mane consi dered the
couinlcbs progress in these areas.Bxhiphirtt ©f our foll ow

60.Fi nanci al frooreere mbeddgdi par buadfget setting process
within the councitlhryesHmien acnocuinacli Iplhaans wehi ch i s
approavnendual 'y as part aord tvaee ghdurdigse to ns evtatriinogu s
funding scenari os.

61.Scrutiny of financi al peCdmirwmheitncche riesc edevleesgat ed t o t he

reguleavrenue and capital monitoring reports. From our
repontisatt enamicree tat mece tciomgd ,uded t hat they allow bot |
members and officers to carry obBol owunhgny of the Col

the publfilcat BI'dvhRNoov 2t hbweeg haveamot ed
i mprovement in the stchreepiony elbuynbduee gepeernsd o f

Systems of internal control

62.As part of our audit we identify and inspect the key
accounting systems which we regard as significant to
statements. Our absecanve tbBatothai @Gouncil has syste
recording and processing transactions which provide
preparation of the financial statements.

63.0ur findings wemanageimadreedd cerntt epunfa ¢ e wa s d
to the AudiithyamtChnmtirtue®@dWenca@daéclDéded t hat the
controls tested were operating effectively, with some
processes in a number of areas. Overal/l no significal
weaknesses were identifi edd adure&aotwgntdchhdedésaudi t whi ch ¢ o
abitotyecord, process, summarise and report financi al
data to result in a materi al mi sstatement in the fi


http://www.audit-scotland.gov.uk/report/local-government-in-scotland-financial-overview-201516
http://www.audit-scotland.gov.uk/report/local-government-in-scotland-financial-overview-201516

ICT controls

64.We i dentbiofoilued 2i0elmed 1Z70A T U &8I Astd atth | an

Council 6s arrangements for di sasster recovery and busi
potential areas of risk.

65. The council éds | CT Disaster recovery plan is now out
i mpl ementation of a new data centre in 2017/ 18. Th

di saster recovery exercise and a revised recovery pl
devel oped.

66. The cadawnuairlent | y acomplietwi md its bu#é&iness continuity p
l'ist of critical app.Howattictvegsse feeddeng devel oped
testiemgure that these plans are mealistic and achiev
number of rtelteovtearygdti mes recorded in the business con

may be difficult to meet

67.There is a trhe kf ulhlati mmltdrme ndtiastd sotnero fr echceverewi sed
pan and the revised busheessouocenti suifferpgl an$é osbabf
data and potential disruption to services.

Acti onAppendi x 15 point b/f

68.We ahisohlighted in our 20h&f{ 1BhHhé&ndebhhyAudit Pl an
appointinmaanohnBechiad tiympddtiecron the issue of an
updatefdor mati on .Sletc uirs tryo tPead iltahfad r vanti il ®@n a
Security Officer was rapwios exd eldn fi or iWatyi M 18ecur ity
Poli eyethada o be i mplemented.

69. There is a risk that i f the council 6s information sec
then it wildl not keep pace with any potential, new O]

Acti onAppendix 1) point b/ f 6
Financial capacity

70.The Section 9&f foildfd kt erre 9 o n shiejminldist ya f or f i
member of the corporwitehmdhaegeimetnd ttlreeamc hi ef
executive and Counci l members. We concluded that the
apprioapre st ateusCowintchiiln t h

71.We reported in the BVAR that due to significant chang
programme that there were pressured on the capacity

to be tdwericragse2017/ 18 with consul tcantstobeing engaged

provid¢esimoassi stance in the devel opment of a number
Theommi ssioning and i mplementation of the council 6s 1
syst émsenanBeocur ement , Human Resources and Payroll )
resource i ntldrkseilwe taond liasce consi derabl e pressures on

capacity.

72.1't i s i mportant that members receive adequate trainirt
wor ks and how it is financed i f they are to exercise
responsibiliThescedrhpeioly iandaldd y.i on al training to
me mberns scrutiny and a joint session was provided to
Audit and External Audit on the role of audit.

Good practice

73.1 n October 2017 the council iltasunprheepdo saalpsubfldrc consul t
ma k ibnugdtg es a wif n AL 6 Trmiel loiuotnc.come of this consultation ha:
been taken inhhe bodgenhtpapers which were approved by
members, witlhreéwyidhahdeyg @fl anned areas of savings bein
to reflect the findirncgisseof the consultation exe
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Part 3

Financial sustainability

Main judgements

The Council and its group financial position is sustainable in the
foreseeable future although rising demand, increasing costs of services
and reductions to central funding will continue to place a strain on the
Council 6s capacity to deliver servic

The council has developed and approved its savings plans for the next
three years to support its financial position.

Financial planning

74.1't i s | mporttearnnt ftahhaats tlroantgegi es (typically covering fi
years) are in place which link spending to the Counci
me mbeornsl y approve the budget for a sinmgte—year— this

by indicative future spendi mg plearss )( kioaB@al if og etcrarse e
the i mpact of relevant pressures on tgustaiﬁabilitycil
75.T h i | hGa apiir ro a iecabl v &Pd tad?g0 2 2 Th'lOOKSﬂ)rWardto
. e counci yse dprir manuci v i :
was approveld @ty tchneunhttidgeand;eitstimpgdanteﬁ]aelmr?dlumand
annual Iyhbosi des caadmrdtigaxtontad t he variousontgée ©mic and
demographic challenges that the counc¢eonsidgawhetherce ove
finaptanl the council is
76.T h A t C i i ded tglanniné{ﬁght fut
. e ccounts ommi ssion recommende ; n uture
Government funding is not known, councﬁl’eﬁ:tl\s/ s(%ould pl al
scenarsioog,hey are prepared for dif.ferTeIﬁQr.]t'qu%t\?els of fur
t
t

a
council has applied his approach anddeliveelSuded a r anq
|l evel scenari @d$ ainn its financi al services or the

way in which they
Funding position and savings plans should be
: . _ _ delivered

77.The Counci |ls aZpOpliBa/\defintd ti ndi cative 2019/ 20 and 2020/ 21
budgets in Mae cthate®dlh §s r dpui rtehme mpet iiod 2018
A28.581 Oi ItlhieorA28. vd8Inmghsahbki bayesheen approved for
A20. @601 i onc mmnicpirilop acganci | tax increases and use of
resetwve$und Tthlree ega@.mains Al.90/72m%1 |l ion in the 202
budget for which savings plans have yet to be agreed.

78.The budget2nad/ skt atm ABBwistaBh5angs requirement
0f6.A3@i71 | i amsleP i ver t hierscel (sch®@ figlsl i on from
counci l tax increase; AO.448 million transfer from r ¢
from saVhemges.i s a planned A1.052 million transfer frec
investments in services in 2018/ 19

79. Tl Counci Iseivsecrhaaci egges i n maintaining a sustainable
position in future. These include rising demands for

services andl o@awvetrinonesiti f undi ng.

80.Looking at the Couposl|l ferfreoaséiral apdopeéeeoiv 21, it is
forecadvtti mged fodl2Asa@ivnmsl | i aomi ldndnAl0. 057
respectively. ThelCowncitlhmrecalewutingtg $ t ax



increagpdsanned trasnsfeesf & opireongcrya Mihes .

council has already identified plans for securing mo:
over the three years to 2020/ 21A.1.79The level of unide:!
milliino20ZE&/h2Dbit 6

81.0f A0 .n2id | i on otfi fsiaevd ,ngks9.iedemi | | i on are identified a:
the council transfMAPNadi onher oglishimmieenci es.
mentieaedi er i,n tthhe sc ouvempcoirlt engaged in a public consu
exercise in October and NogyembeifFolt b oown ngheé¢ hplsanned s
exercise, savings of A7.7 .million were reduced or def

Exhibit 6

Shortfalls in identified savings 2018/19 i 2020/21

msavings mCouncil tax mreserves mgap

Source: East Renfrewshire Council Revenue Estimates 2018/19

New Financial Powers

82.The provisions WIf6 tShceo t210alm2d aMmedt s2 and the accompanying
Fi scal Framework agreement are |l eading to fundament al
Scottish public finances. New tax raising, borrowing
wi || mean that the Scotti sh bluidtgy,t wi I I be subject t
uncertainty and complexity. Proposals have been made
Scottish Budget process, with these |ikely to be int:i
budget. The Scottish Government has published a Five
Strategy.

83.Further chdmgws iwicllludfimlg i ncreasing expectations tha
report on their contribution towards the national ouf
plans and performance reports.

84.0verall, we concl uded at lcehtal tisheet g@actugnocni i ni st hfeaci ng
shorm. tRirsing costs, ending of the public sector pay
potedeiralases in fundi ngefafnidc ideenpceyn dseanvciyn gosn wi | | mak e
it difficult to achieve financi al bal ance.

86.The medium to longer term fingincemltposition is diffi
uncertainty around EU wit hdraanwa If uaanud eNew Fi nanci al P
fundi ng s.dthtel €mamtcs | needs to consider and plan for
using all the infiobsmasmbhhadt halsi atastpart of scenar.i

pl anniuwmdged niclh futur.e financi al pl ans
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Reserves

86.0ne of the key measures of the financi al heal th of a
of reserves held. The | evel ofd ewseaabsleed r eserves hel d |
from6A®3 million in7m0Ll6I®GA7/A D8 B9 .i8I5l ustrated in
Exhibit 7

87.The geneiralthenldar gest rieseusveed tTdifsumdk stehrer e
delivery opreoewsrdeorsi ngeney fumrdk pteatmea
expenditaurweoraknidng bal @dnoe thehélmpacus of uneven cash
fl ows

88.The Counci l reviews the level of its uncommitted resc¢
budget e&®ohingedr policy is to aim for the Unallocated
4% of net budgeted Réeehee ekx pégealnndcroanteni t t e d
fundrveseas at Blwaar Amol2WRBath. 3% i s
currently above Asher epploarntneedd blye vtenle. counci |, this is |
due to A0.681 million of 2018/ 19 grant received in 2

89.The bsapetoved fto? 0®R/0NIBstAod usse mMil | i on in each
of the years to reduce the requirement to make furthi
the council reduce the |l evel of uncommitted reserves
budgeted revenue expenditure.
90.Ehi Bptovi desysams earfalt heb agleawwvewear! tfhuend ast fi ve
years split between committed and uncommitted reser v
Exhibit 7
Analysis of general fund over last five years
30000
25000
20000
c
S
-215000
W
10000
5000
0
2013/14 2014/15 2015/16 2016/17 2017/18
Year
= Unallocated m Allocated

Source: Audited Financial Statements

91.The <counci | ehatso biehebne eabbsl egedl e roafl iftusnd r eser ves
over Thtael l i ni me3@X¥/es8 was due @gipladnned use of the
reserve. The council had built up the capital reser)
pl anned draw downs irrequar demetnd nedboe rtolwe i n 2016/ 17
and 2017/ 18.

Asset management

92.The Counci | is required to manage its assets in an ef
delivery of quallThty c@sblaird angrewmends. f or ensuring

best wvalue in i tcsonussiedeofe dasassetpsarwasof the Best Val ue



2017. We have considered the progress made by the col
its asset management since the publication of the BV/
Par tp a5lal)2

Business transformation

93.Audi t nSicLoptclad gover nmeircth aild e igetsl eamdd per f or mance
2018pr2iollB)yghl i ghted that hottamadatdonoughes have
progress in developing alternative forms of service ¢
chall enges of tightened budgets and to transform publ

94 We considered the council 6s business transformation j

Val uei tavadnd our findings from oure rervd ew of the progr
noted atp®maat 544

Workforce planning

95.Audi t ScLootclad nrdghesnér i n iSdbat |l amdgeper f or mance
208( Ap2G18) report highlighted the need to plan and m
Council workforces. Failing to do this can affect th
organisation tondleddmwvetrinimamager ai ces effectively.

[

96. The report advises councils to have effective syst ems
their workforce and monitoring staffing | evel s, and
aligned t e eotnheprl alnessn g uch Tahlse Ud mialné&cs al pl ans.

arrangements for workforce planning were reviewed as
audit and a summary of progressVAlRadies since the publ i
noted at Part 5 (para 139).

Ending of public sector pay cap

97.The Council 6st20b8&8t a®Onbullgkilnpreasass oinn floirngay
with the Scottish Government public sector pay stateil

98. The pay cl aims made by employee reeresentations pres:eée
Council dés finandiealComaaad k maw amirtkmSACAD t o
agree a pay settlement and to establish the i mpact ol

EU withdrawal

99. There remains significant uncertainty about the det ai
withdrawal (i . e. Brexit). It is critical t hat public
under st and, assess and prepare for the iIimpact on t hei
areas:

1 Workforce - the extent to which changes to migration and trade policies are
likely to affect the availability of skilled and unskilled labour.

1 Funding i the extent to which potential changes to funding flows are likely
to affect the finances of the organisation and the activity that such funding
supports.

1 Regulation i the extent to which potential changes to regulation across a
broad range of areas overseen at an EU level are likely to affect the
activities of the organisation.

100. The Coiusnwedrle of the potenti al risks and have reflect
within the corpdohaeteuti sker Egnahtetind Pl an presented
Council in Februatrhypo2 ®h8 irad c ®egrmminoend ¢ I mpact of EU

withdrawalnanThimilghPlliaghhhles ctah a i tmpeaclto o o f
European fundswitlob nbheev édrbaddeple®r@ ar .
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Part 4

Governance and transparency

Main Judgements

The Council has appropriate governance arrangements in place that
support the scrutiny of decisions made by the council.

The Council is open and transparent in many of the aspects in which it
conducts its business and the public can attend meetings of the Council
and its standing committees.

Governance arrangements
Governance and

101.The Council é6s arrangements for gover nramsparenayisi tr ansp

our Best Value r eviRewn furndvwes htiarkee nCd nn Eigthéérmed withl 6/ 1 7 .
This report concluded thagoueenahbethﬁ]eéf_@éﬁgefhésg has s
arrangements in place, but it did makef a .recc?mmendati
l evel of member sdCabiiney meetiimglsarlyoasqru“nyan

governance
102.1 n response to the BVAR®hfdolrenad o wrfc iCla iarangements,n g e
meetings and t he wvaaywy ipm evshaindhedwamorntesrﬂ@a@iergqipand
regul ariCabatteé¢ ndneeti ngs and note thatggah @nsmeakiﬁqhanges
positive effect on member (plaﬂaslﬂiaesﬁlemls)gnrbranssﬁa?eﬁt|ny. P

Transparency rgporﬂ_ng of
financial and
103.Transparency means that the denst ahdal@BEMaCerhave acce
relevant and timely information about infomationhe Counci |
how it is wusing resources such as money—people and ¢

1M04. The Council webcasts its emaher sCoaufnctine npeuebtliincgs and m
can attend meeCGduwnmgcsa boibnnedth et hekr |l commi tt ees. Mi nut es
of these committee meetings and supporting papers ar ¢
the Council s website.

105. The Council 6s website allows the public to access a
including the rségiiantter exsft smemhuemr eryts consul tations an
and how t o make aan ncuwadpul@acien tar eThaevai | abl e on its
website along with other financi al and performance i

106.0verall, we concl wWded |tahysst ntameysdifdu nchiel f eat ur e
openness and transparency.

Internal audit

107.The Council 6s internal aaundnt hbusvwetnah is carried out
audietabhach year we consider whether we can rely on in
to avoid duplication of eanfcoer ton Whretne rawnea Ip laaund itto pl ac «
wor k we carry out an assessment of the internal audi!H
is sufficient in terms of documentations standards, I
guality, and is performed inteamnadr ;Aardédée with Public ¢

Standards (PSI AS)



108.We reviewed the Council 0s nter wakt haudit arrangement

I nternational Standard on uditing (UK) 610 (Using t1!
Auditors) to determine the extent we could rely on t|
The outddhmes aofevi ew was reported to the Audit and Scr
on9/ 040udr.all, we concluded that warwould place reli
financial statementaspespenefbihteraal audit work in
foll awiemgr:edi tors, mcashankicogme @are First finance
systems and Treasury Management

109.A formal external quality assessment of internal aud
PSI AS was completed in 2017/ 18. The outcome of this
Audaind Scrutiny CommiTheeevenall/ @6ht8usion by the
external assessor was that the Internal Audit servic:e

reqguirements of PSIAS.

Management commentary, annual governance statement and
remuneration report

1M10.The Code of Practice ormg LaoacdlheAuWtnh dreidt WiAcgcdooumt i n

2017/v48uires councils to prepare and publish, along
statements, an annual governance statement, manageme.]
equivalent) and a remuneration report that are consi ¢
madae the financi al statements. The management commen!:
bal anced and understandabl e-t@&mdn dliemamlcy adddress the |
sustainability of the body.

111.Based on our knowledge and work performed, we conclu
management rcyomnesiwittemtt he financial statements.

112.Based on our knowledge and work performed, we conclu
rememati on croeporstt eing with thelofwiewvaenmrgi al st atements.
revi ewapprohnhel prxdde psacfkargies tdhect emender ati on
repoottnd that whneroene hceasceo,st of the approved package
hi gher than t he tlhoewees twacso sat |oapctki oonf, documentati on to
support the readecai sgwbehWedmmtéheadt t he

coumtaiilntafor mal record oft Hahpep rroevaasl o noifn gt hboeshei n d
packawheisch dxteewdst c olshtiwsowpltd oinnheease
transparency of thandetchesimaisntappamovedof an audit tre
Act pban (Appen2li x 1, point
National Fraud Initiative

113. The Nati onal Fraud InitiatifvaudNEkepricms®cotland i s a

coordinated by Audit Scotl and. It uses computerised t
i nformation about i ndibvliidcu ablosd iheesl,d abnyd doinf fdeirfefnetr epnut
financi al systems, to identify "matches' that might ¢
fraud or irregularity.

1M4.NFI activity Egh&g8bmmarised in

22



Exhibit 8

NFI activity
E_=
E_=
3294 531 1266
Matches Recommended for Completed/closed
investigation investigations

Source: NFI secure website: www.nfi.gov.uk

115. The council completed a review of 506 of its recomme
represe@h%iofg the matches revilewediffiatu@som this review,
weri@nt idngkelgovery action jG0@ndepwaty for A33
summari sing the NFI activity was presented to the Auc
Committee an 09/11/ 17

116.Fr om work carried out, we concluded that the Counci l
NFI exer ci sieo.n lonfv ersetciograniended matches is good and app
action has been taken in cases where fraud is all ege:q

Standards of conduct for prevention and detection of fraud and error

117.The Council has a range of established procedures fo
det edtriarugd and irregularity incHudiudg a whistl ebl owi n
strategy and codes of conduct for members and officel
ensure that they were appropriate, readily avail abl e

reviewed to engterdevtamey amamaium r ent .

118.We concluded that the Council has appropriate arrang
prevention and detection of bribery and corruption. )\
specific issues we require to bring to your attenti ol

Cyber security

1M19.Cyber nEs ¢ s is a scheme sponsored by the National Cy
Centre that aims to guard against the most common cyl
demonstrate commit melrte tSax odwh esrh Geoowerrintment |1 ssued a
Public Sector Action iPhaMowemiCgbe20 Reéswhiiemce
requires al/l public sector bodies to carry out a revi

security arrangements are appropriate.

1200TkR counci |l have submitted their baseline questionnai
Government on 30 July 2018. Thn es damheavs overall compl
rel attiromi niong requiring further devel opment. It i s i

continues tompelhisaunr€eg hand Esmlend i a¢sbgdi tati on
the target dat eWeofwiOclt ocboenrt i2nOule8 .t o moni tor progress i
area.

General Data Protection Regulation

121.The new Gener al Data Protection Regulation (GDPR) <ca
May 20t8s replaced the UK Data Protection Act 1998. /
EU member states must implement it in the same way.
requirements than the DPA and has introduced new and
data protection concepts.

122.GDPR i mtersocau wi de range of new rights for individuals
personal data. These include the right to be forgott e
certain processing activities and to decisions taken


https://beta.gov.scot/publications/cyber-resilience-strategy-scotland-public-sector-action-plan-2017-18/

Failure to complaygtaihé&ndlewn@D®Rr @angements could resul
the Counci l i ncurandngr espugtna tfii ocnaanlt |foisnse s

123. We concluded that the Council are making good progre
information governphaeaeanpngcédurasdantpl ementing GDPR
regmieme s .

Integration of health and social care

124. The Scottish Governmentoés 2020 vision places greater

people to stay in their homes, or another homely setH
sharing their | ives with thethihgmitpaandi ¥eiends anit
Il ife meaning and value. The integration of health an:i
mechanism to achieve this.

125, TheaRtenfrewshirdol mtte®oatridof ! JB) is provided in par't
wi NHS Greater Gldeagdwbanondm€l ynualll Jono pler at i o
Oct odelr5Governance arrangements are well established
financial and pdarheebr mbeagecapgphansywbeng monitored
| JBrformarmecei andommi ttee.

126. The rndtBuametd underADh4emidl @i§ a nbnusdt g ent

2017 /Af&.er adding this trteseoyerdve 8,09 tmiHdlidnt attal

31 MarchHhzm®@OV&mentlse olelJsBerves during the year included
a planned draw dowm dfurACh.elit7s7chemsdlldaiponat i on

pl anfofFithe Future. s awnienagroguentcsi loifh &s7a s2e7t0 m
forpehéeéod 20e8t13THheat dB is still developing the Fit
Future progirsancmuer raenndt | y undertaking a consultation ex
Commi ssioninlgi Shra¢etgiyl ssx a number of challenging savi

Local scrutiny plan

127.The 2018/ 19 Local Scrutiny Plan (LSP) prepared by th

(LAN) of scrutiny partners for anhde Council was prese.]
Scru€Commi t tle7e/ Oo5m/hle8 .L AWNodiiddenddf yi anwgl

scrutiny risks in the year which would require specif
2018/ 19. The Counci |l wil!l be subject to a range of n:
activity as set out in the LSP.

Community Empowerment

128. The Co mmu moiweyr nEermpt Act 2015 gave |l ocal communities ne
to take control of and manage community assets.

129. The Act requires the Community Planning Partnership

Local Outcomes | mprovement Plan (LOIP). The Council
on 28/09F/h1]7$0yearastrateg|c pll eamme Is ea.u ticnagmeosut hi gh

I n addition, 2 Locality Plans have been approved for
ADD2Barr heWdt hrfearther |l ocality plans being prepared

130. The Council Japmer @0ddmpipiarsi Al itdhhe &Rfoads
revenue bopaetici patory budgeting.Telxerci se AEast Ren

Council 6s online platformtbiet iezxeemr ¢S pséeee was wused t o |
council weceiryes@pOoonses from resigdemeisngvith the scheme
approved by members in December 2017.
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Part 5

Best Value

Main judgements

The Best Value Assurance Report was published in November 2017 and
our follow up work indicates that the council have acknowledged the
findings of the Best Value audit and have been proactive in identifying
actions which will address the recommendations made. The Best value
review and the council s response ha
supporting continuous improvement at the council.

There are a number of significant ongoing transformation projects which
will be critical to supporting the council in delivering its ambitious
programme of change and improvement and achieving its overall aims
and objectives.

131.To review how effectively VtaHaeCquWwBriwVgi li ndemesnstrates B
delivery of services, we consider our—aued++—F+ndi ngs
di mensions referr éekstto vial upar sgrasshe s3\altue fovmaneyt he f i v
year audit appointment, as part of th@;ccﬂq@eme@\}wthaudlt \

audioriknwv ol vedufpolthewipmnggress made eareg inoo
to the Best VaIuxéBA/sApRu)blams:feecRmprmrNovem |
cq]vqu.,n rel at.i

This scefctdawrn Annuahbl Aodi hcRepest audit
the audit di mennvoinann colfu dvian g & i rhgrperfoﬁQﬁ'UW@”)’agal nst
performance targets. improving

services.

Best value - follow up of Best Value Assurance Report November
2017

132.1 n kietys me st AR/ sRecogni s &e& tCctlha&astaccl ehbn vision
and strategic dirppbroedwhycbouscwel brsu officers anqt
council 6s paweée-bbt ablalpspprbeasc ha t o partnership working

and a strong financi al position, with high I evels of
borrowing. I't performs wedduaovattihorChd d dtriemwbisng etrovi ces
i mprove from an already high |l evel. Performance in ¢
more varied, partly reflecting the councilds range of

133.The BVAR al so highlighted a numberheof areas for i mpr
neefdcrouncil l ors to have a more transparent and acti v
chall enge of decisions. A better view of council wide
council s change programme was required along with a
approach to fiimphanai higenrde swasy a need to consider
di fferent models of service delivery as part of busi:

134.The council 6s Best Value i mprovement action plan was
Counci l in December 2017papdeta@€pllibigre ess report was
April 2018.

1351 n addition to our gener al reviewrof the council és r
follow up of prfogecesesdton ditatan shpaassrasn of and
scrutiny, the council b6s modern ambitious transformat.i
under spedds$nt egrated strategic planning. We wil/| rev.
Community Planning and Partnership working and Opti ol
of future audits.



Exhibit 9

Summary of progress to date in response to the Best Value Assurance Report

BVAR recommendation

Progress to date

Transparency and Scrutiny :
Councillors should take a more
transparent and active role in
scrutiny. They should have
greater oversight of the
transformation of the council.

The council has implemented a number of changes in procedures which
are strengthening transparency and scrutiny including revising the
format of Cabinet meetings and member training events.

See paragraph 136

Budget Underspends : The
council should identify why its
revenue budget is consistently
underspent and introduce
more realistic budgeting
policies

The findings of a specific review , by officers, of the reasons for budget
underspends was reported to Council in December 2017

Positive steps have been taken to improve the accuracy of budgets.
The impact of these changes to the budget setting process should be
seen in the 2018/19 budget outturns.

There was a £7.3 million underspend against the 2017/18 revenue
budget.

See paragraph 137

Integrated Strategic
Planning : The council should
adopt a more strategic and
coordinated approach to
planning and managing
corporate resources and
transformation programmes, to
encompass financial strategies
and plans, workforce plans,
asset management.

The Workforce Plan 2018-2021 was approved by Cabinet in June 2018

A commitment has been made to review and improve the approach to
Service Planning and a number of services are currently in the first
tranche of a new approach to Business Planning .

A new approach to monitoring the
Programme of business transformation and service redesigns is under
development.

The ¢ 0 u n drafft Abcemmodation Strategy was considered by the
Corporate Management Team in December 2017, with an update in
June 2018. It was acknowledged that priorities were early Years
projects and a public consultation on the future of the Eastwood Park
Leisure Centre, Theatre and Carmichael Hall, which would inform the
onward accommodation strategy. The Accommodation Strategy now
needs to be finalised and progressed.

See paragraph 138-147

Transparency and Scrutiny

136.Si nce the publication of the BVAR the council has t a
support councillor® pnoghammesofutrayniogeevents has
been held for councilasfrcesgoiveti my d¢loipllcs, stultd
role of audit and the i mportance of the financial st
stewardship and performance in the use of council re
Section 9tbheOfHeiacdkerof Accountancy now attends and prov
tchet meetings of the Audit and Scrutiny Committee and
meetings have been revised so that agenda items are
council officers as opposeTlhitso hasn viemprrsved Committ e
di scussion and scrutiny.
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Budget Underspends

137.0ne of the findings of the Best Value audit was that
returned underspends against its revenue budget, res!
unplanned year end balances. The counci l has now revi
process ¢othempaoouracy ofDuiet $ bi mhegabfbudget s.
t sechanges inthepbhemaehits are unhéeéekely to be seen unt
budget outturn Detrai2l0d8d i1 9t he financi al performance ¢
i 2017/ 18 and thedeeablbasr éoentbebocodoosi under spend
of A7.3 million are included iauthAnfFualnci al manage:.!
it Report at paragraph 40

Integrated Strategic Planning

138.The counci l has beeni psoactawvgemant snpfovi@gsuri ng a
ful hyegrated approach tbnmbhagfoll owsngeapneases

Workforce Planning

139.At the time of the Besats nVatl huee paruodciets st hoef cionupnrcawvi mg
its workforce planning ead riamgelmeand sa Wdrek fcorume i | h
pl amd rsat egy co-2@88i agd20ad started planning for the
production of its Wo@&Xkforce Plan for 2018

140.Theourhcaisl i deneddvierdgsa r e qARi2r. enfidioin oV e r

the three yeemnd sa tloi kedl2yl r educt iloennto fp o2s6tb5s .f ul | ti me eq
After an increase of approximately 200 new early yeal
around 100sifrewtehe posunci l by 2021.

141.Since the publicatcioamcofi thhkhae BEARN tfloe ward its worKkf
plainmwgthe Wor kf orde2 P2bkri nfgorapproved by Cabinet in
June Z0MEk8 pl an details the workforce priorities, the
characteristics of the council and required workforc
agreed withheachityi betmg gaes gicmendh aa e
responsi ble officer. An annual report on progress &
to be brougrhgoMaohdd@ement Team

Asset Management

142.Counci | st or engqauniargee assets in an effective way to ensul
of qualistey vpeklsi c Since the publication of the BVAR i
2017, the council b6s Capital Asset Management Group hea
oversee progress against the capital programme and t|
management plans. T h e 9 eyri psl gaangse sa roef ccuormpelnettliyo na,t
wi ohRyof the 5 plappr da@dmigryetee(nOpen Spaces and
Fl etd )dat Asset management is a key part of integratec
priority should be given tWe fwinabecsotnotg t he outstandi:
keep progress in the approval of these plans under r ¢

143.As noted in the BVAR, a new approach to managing the
buildings and accommodatripomnMatresg @eamgerted by t he Co
Team in January 2017. Si ncies stihoenne, d tehxet ecronuanic i | has cor
consul thaenitpsf ¢ romm devel opment of an aamcdcommodati on strat
to support tine dc ocCwrrcpiolrbdast eplLaandl ord approach to manag
of fi ce Aedtiraatfet wasr abaegydered by the Corporate Managenmn

TeaimDecember 2017. The council ds priority areas wer €
progress the Early Years projects and to carry out a
future of the Eastwood Park Leisure Centre, Theatre
on the result nofwatshe omoesrn delrteadt iat Council in Septemb
2018i.ven the potential for additional savings from tfF
buildings and the need for more efficient and fit forl
acommodatiitoni,s i mportant that iannhwcmmtnbyjatlon strateg

approved and actioned

Action plan (A®pendix 1, point



Business Transformation and Modern Ambitious Programme

144. ThBVARepot hatartrheengement s for monitoring the service

projecdsdiineltuhe council 6s Mo(dMARB) Ambaotti ous Pr ogr amme
allow for council wide visibility of all change acti
progrTehsesr e was a need to i mprove the governance and t
the council ds transformation projects.

145.The counci | has taken the pondirtoidue estaemeaf pa@neecitng
managemeamewbir &h will encompass all areas of change .
redesign across the council. The new framework shoul ¢
moni toring of pgreotj etcitnse sacgaalienss,t stuaprport the allocation
resources and track the elsihokdg oénsmnaiaegs achieved.
reportisef@or porate Managenbemts Twehdamharmwd I | provide
a greater oversight of the tprpoomgf drhmeant ibern tefr t he coul
in their ddreutniewy arcglamgameddwvelaopmegt | |
andiven the current scale &t cmpogeaacr obatthe counci
progress continues to ensure their successful roll ol

Action plan (APpendix 1, point

146. The main focus of the council b6s change programme ove
been the intrGdwuet SypandemBsineiw al Transf ormati on
progr aninmees core systems srteepnrse swehnitc ht haorsee isnyt egr al t o
the council ds business, namely Flnance, Procurement,
Payrol |l The contracts for thes systems are nearing
Procurement SystemxtdnadekaOhado R)and
Payrokch ®maeo).

147. The commi ssioning and i mplement awi omi of new core cor
arelatively tight timescale will be a challenging anc
prgoo ammer the ic®uhick &Ifyripth epslsaucrees on st aff
capacie ycounradi | has recognised the risks associated w
such a major project and monitorsAit as part of its
Core Systems Programme Board has been put in place t
programme of wor k. cbhingiil dscliChiirdd Exyectulhe ve and
includpsesefitram wes oss the council. The Board is cl ¢
monitoring progress in this major change programme a
risks and a detailed programme plan. We will continuq
the council 6s new coweasyparmsofunader 2@¥8/&19 audit.

148.Since the publication of the BVAR in November 2017 i
councirlesiposnded pofsindivedy amdihasve been proactive in
identifying acteéeoanst lwdircdic oumahe & ldhalitdér oamrise a
number of significant projects which are ongoi
supporting the council in delivering its ambit
i mprovemaohi av@dwngr altls ai ms Wedwiobl ecomtviesue t o
review progress as part of our future audits.

Following the public pound

149.Loc al authorities have a statutory responsibility to
Commi ssion / COSLA Code of Guidance on funding exter:!
foll owi bbi thpopod.

150. The counanl|l Alum@gth External Orgtemégtsati on (ALEO)
Renfrewshire Cul tuf(ERG@bDY Lehsup elodlirsisme of its
services.

151. ThERCLT is a charitable trust . .Tthheat was established i

busispésanning process is outlined in the Services Agr
ERCLT and the cduscikegpnedeBRCban annual busi ness
plan to the council at | east three. months before the

Four members of tthhee Boarmdc idf stihte olnei sure Trust and ar
28



responsi ble for reviewing the Leisure Trustés busi nes
performance.

152.Dur i2®md 7,/ 1t8he ERCLT applied to thewupouncil for additd.i
t 07 i | lAoctnual fundi ng ogmaritied nby Otllvgd 18 was AO0. 225
mi | | Then.r eason froorv etrhsipse nwdasbhya ERCLT i 2017/ 18. Thi s
additional suppot hewé&sobna plpst oMaerdc hb y2 0 1 8 .

153. Thaudi t ed f2i0Onla7n/cli8al st atements for ERCLT are reportir
net wdrtAD. 556 mill i on. A going concern note has bee
Counagirlouyy a@aoadumthe coumciletprovidthed omfort to
Leisure Trustcbaoatcaoaotedr mi imerRidlald®mwp @r t
t hcontd npreo vda rsd eovneslempgm of clbketesoveeasdrvices.

154. Th e c dares@iplr oavdeddi t i om@g |l off uA@.i289t mel Lebsaur e
Tr ufsotr 29In&l/ 1h assa vsi¢nigrsgpet sAO . 3 300v enti Itlheo nt wo
yeaz®19-2@ap0/ 21.

155.Gi ven the key roleeplTadieldi \obgr ithge tLlkee swounci |l 6s
strategicivobjsecimpestant that the council continues
its ongoing financi al position.

Act pban (Appendix 1, point 5

Performance management

156. Th€ouncil 6s performance management arrangements were
ouBVARVe identified that the Council has an establ i she
management framework that managers and councillors cl

157.Se lefval uati on and per f ormpaenncesn tnsa naargee meenlt! ar r a

established as are the council és arrangements for r ej
internally. Thdevelbpnped hppraawbl to reporting its
performaheeptublic

Overview of performance targets

158. The Counci l pakbdcdc ali p@dwvesr nmenth Benchmar king Framewor
(LGBF). The framework aims to bring together a wide 1
about how all Scottdehi Ceuhngl bepeefosemrvnces to | oc:
communities, including the cost of services and how
t hem.

159. The mos tNarteicoennatl BegcBPmar ki ew Regpdrhte 2016/ 17

| mprovement Service was published in February 2018 a
2016/ 17 reporting pperresoednt €rthed s@anbeiproatt was
05/ 04/ 18

160 The GB&l | ows Councils to compare thletmselves to the Sc
al so groups Councils with similar profiles into fami/l
such as popul ation density and |l evels of deprivation.
Councils to compare and benchmark performance

161. The BVAR concluded that t hremacnocuenciinl thhaed i mpr oved per
maj ority of LGBF indicators. From the 2016/ 17 LGBF r ¢
pay suppliers is highlighted as anlow performing indi
ongoamga of i nfiporrovtehnee nctoaotci 6napldamhaice t o
securpag oivemmAnt spdate on this plan was provided to the
Scrutiny Committee 08/ 03/ 18.

162.The Counci l recognises thatyiin sdawadal iknepy ove servic
areas such as I|ibrary visits and kté@ékesure centre attei


http://www.improvementservice.org.uk/local-government-benchmarking-framework.html
http://www.improvementservice.org.uk/documents/benchmarking/overviewreport1617-2.pdf

Council, the council exceeded or at | east met 71% of
its OQOutcome Delivery plan. Perf ormance in those ar e:
being reviewed to understand reasons and action pl an:

163. ThBest Waldué&el cdedt the council continues to perform
Howevespecific reference was made to the Local Goverr
Framewor k oinntdé cmat @porti om vadrs pveiotpl ei mtgeends i v e
needs who receive care amahomein Thescoondcchbéosrpéesf ol
relati vidlny tpheeorf ourth quartile for 2016/17 (23.16% co

Scottish Average of 35.27%. ). This indicator measur e
counci l is maintaining people witihvésitensive needs i
an indication of how it is progressing with the pol i

of car e.

164. The East Renfrewshire Health and Soci al Care Partner
for 2028 recognises that there are increasing number :
moving icrmre haomes i faulndees selefki ng a move to | ocal
authority fAuspedi ¢acereview has been completed to id
reasons behind the incr eatshremegc ocnranteen dheodme number s and
actiionncsl tidetdher stafrfewireawnafngpraonadesases. A new

strategic planning prtoocgeestsh ers wbieti hn ga pdpervoep roipaetde
performance targets.

165. The Strategic Pl afd olmi ¢ Ihleg agritoriugn cftidhrewanrece dt o

continue to work together windhepeénedenpeopt e t o maint
home, including a focus on self directed support and
care. We will keep the planned developments in this
of the Shared Risk Assessment approach with the Care

166. Theabirneeeti ves sreergvpibceef or mance reports throughout the Yy
rf

and an saenrnwiadef or man&ducapoon. pe ormance i s
moni t othed Elmdyucati on Committee and rHSICP performance i s
by the | JB Perufddrnmaroohoiveaatwdelah, per f or mance

reports are considered by full Counci |l

167.St r ategi c performance reports providing performance
the Community Pl amrmma ogi ®adt nhe rasmiigigers on
and annu.allhebsaesirseports magmiithent pgrhegrCeounci |l 6s key
prioastses out in the OODBpPme Delivery Pl an

Statutory performance indicators (SPIs)

168. The Accounts Commi ssion places great emphasis on cou

for public performance repoprtdasnqgr.i bTdhehdw mmi ssi on doe:
councils should report this information but expects
with fair, bal anced and engaging performance i nfor mat

169.For 2017/18 two SPls were prescribed:

SPI 1: covering a range of information relating to areas of performance such as
improving local public services, improving local outcomes, engaging with
communities and achieving best value.

SPI 2: relates to the reporting of performance information as required by the Local
Government Benchmarking Framework.

170.We reviadwef€ouncil 6s arrangements for collecting, rec
publishing data in 2017/ 18. I nformation is publicly
website, wipwubl i3BHlemrad moirntggp ra@vpirdeaslent at i on
ofperf ormance dat a
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Housing benefits performance work

171.A housing benefits performance audit was carried out

July Z60#8aim ofv whsstpoewaseess the council ds perfor ma
number of key areas such as business planning and r ej
accurdcyrocessing benefit c¢claims and the | evels and
overpayments. A draft report is currently being revi
management. The final audit report wildl be presented
council és Audit and Scrutiny Committee.

National performance audit reports

172.Audit Scotl and carries out a national performance au
of the Accounts Commission and the Auditor General f ¢
2017,/ 1Budit Scotlrmwnmdb erubdfi srhemgloratecst whi ch are of dire
interest to the CounAppendihes® are outlined in

173. A1 | National performance audit reports are reported
Committee. The reports provided to members supply d:¢
reportelaamade this to East Renfrewshire council actions:t
pradeis committee members a usef&@l context to assess t

performance.



Appendix 1

Action plan 2017/18

2017/18 recommendations for improvement

Q

)

NO.  |ssue/risk Recommendation Agreed management
action/timing
) . . . Formal agreement will be
1 Housing Stock Valuation Ismgzledvgléhfg;ﬁqgloader,etehne]reems obtained from the valuer on
In 2017/18 the council introduced with the Valuer on ?hose those assets to be included in
for the first time a rolling 5-year the rolling valuation
i g oy . assets to be revalued every .
valuation programme. The council ear as part of the rollin programme for each year. This
had previously valued all assets yro ramF:ne The Valuerg will include annual valuation of
every year. Sho%ld provide formal housing stock. The valuer will
Despite the housing stock being valuation certificates to i:esr?ifliocrgtvel dtg 2Jg;@gltlegztslz?
included in Year 2 (2018/19) of support the asset values values included in the
the valuation programme, the included in the financial accounts
Valuer had revalued the stock at statements. ’
ﬁ; dMnE:)rf Eezeonlféf;re@tse\d/a}kj?;ﬁn Exhibit 3 point 1 Head of Accountancy
unaudited financial statements.
. May 2019
The unaudited accounts have y
been revised to increase the
housing stock by £ 19.328 million.
Risk
Theval uati on of t
assets in the financial statements
are not true and fair and cannot
be supported by formal valuations
by the Valuer.
2 Exit Packages The council should maintain HR and Accountancy have

All exit packages tested as part of

our audit work were found to be
supported by an approved

business cases. However, there

was a lack of documentation to

support the reasoning behind one

decision where the cost of one
approved package was higher
than the lowest cost option.

Risk

There is a loss of audit trail and
transparency over the factors
taken into account as part of the
approval of exit packages.

a formal record of all the
factors taken into account in
approving the business
cases for exit packages.

Paragraph 112

established procedures for
assessing the relative impact
of exit package options. These
will be documented, and
relevant factors noted on
appropriate business cases in
future.

Head of Accountancy/Head of
Human Resources

March 2019
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Leisure Trust

The council provided its
subsidiary, the East Renfrewshire
Leisure Trust with additional
funding during 2017/18 to
address budget overspends
within the Trust. The audited
2017/18 accounts of the Leisure

the Leisure Trust in the
delivery of cultural and
leisure services and the
delivery of
strategic objectives, the
council should continue to
closely monitor its ongoing
financial position.

t

h

NO.  |ssue/risk Recommendation Agreed management
action/timing
] . . . Our office accommodation
3 Asset management: Office Given the potential for )

) " . strategy is part of our overall
Accommodation Strategy additional savings from the Capital Asset Management
Since the BVAR was published in Euﬁdtin;szr:d thg r?egd foc; f strategy. Our immediate
November 2017 the council has more efficient office priorities are 1) our Early Years
commissioned external accommodation. the programme anq 2) reviewing
consultants to help inform the council 6 s dr af Provision for leisure. Our office
development of an . accommodation strategy will

. accommodation strategy ;
accommodation strategy and to should now be formally fol!ow thereafter and we will be
support the coun aoproved and actioned using our newly developed
Corporate Landlord approach to PP ' approach to programme
managing its office estate. A Paragraph 143 management to manage the
draft strategy is now in place, complex interdependencies
however this has yet to be and develop an appropriate
formally approved. timeline. There are no 3-year

. savings contingent on this
Risk area. The formal work on our
The councild s accomnsod accommodation strategy will
not cost efficient or fit for purpose begin next year.
and cannot support the council in
its business transformation and Responsible officer: Director of
service redesigns. Environment
2019/20

4 Reporting arrangements from The new framework should The Council is progressing
Transformation Programme allow the efficient monitoring  well with development of its
The council are currently qf projects against target new project manggement
developing a new project tlmesc_ales, support the framework. The first phasg
management framework covering allocation of resources and will be com_plete shortly with
all areas of change and service trgck the savings achieved. prototypes in place for
redesign across the council. This Given the current scale of several projects. The
new framework is necessargl to phapge across the council, approach will then rpll out
improve reporting to members on i g npportant that progress further to our most |mportant
the transformation activity and continues to ensure the project areas by April 2019,
savings and to support them successful roll out of the new  with a further phase

; . X framework across the council thereafter to embed this
better in their scrutiny role. approach
Risk
o Paragraph 145
The arrangements fqr mopnormg Responsible officer: Head of
the councilos tr Business Change &
service redesign projects do not Revenues
provide senior management or
members with a council wide
visibility of all change activity or .
an overarching view of progress April 2019
against targeted savings or
benefits.
. . In addition to existing
5 East Renfrewshire Culture and Given the key role played by

monitoring arrangements and

in line with the
recommendations of Audit
Scotl andbds rec:
ALEQOs, the Head of
Accountancy now sits as an
observer on the board of
ERCLT. Further, a joint action
plan has been agreed with




Q

NO.  |ssue/risk

™

Agreed management
action/timing

(,Siii

Recommendation

Trust report a closing negative net

worth position and the council
provided a letter of comfort to
confirm their continued financial
support to the Trust in 2018/19.
The council is also to provide
additional funding in 2018/19.

Risk

The financial position of the

Leisure Trust adversely impacts

the continued provision and
development of cultural and
leisure services.

ERCLT to progress the
recommendations of an
independent review of
ERCLTO6s financi
elected members have been
given training on scrutiny sKkills.

Paragraph 155

Head of Accountancy

Ongoing

Follow up of prior year recommendations

2. Budget Underspends &

East Renfrewshire council Both the quantum and oversight

ot reporting should review the budget setting of historic budget underspends
The council has a history of to ensure that the budgets were reviewed prior to setting
underspend against budget. reflect actual demand. The the budget for 2018/19. In
Given the budget pressures that council should also ensure that addition, all significant
services are under, there is a the budget reports provided to  underspends are being
need for budgets to be members are accurate and challenged during the year, with
revised/re-based to reflect actual timeous to ensure that members resources being reallocated
patterns of expenditure to can fulfil their role of scrutinising where they can be used more
ensure spending is accurately  of the budget and can take effectively.
forecast and effectively corrective or additional action
monitored during the year. regarding these budgets. Head of Accountancy
Additionally, information on high onaoin
year end underspends is not Update going
communicated to members
timeously to allow for corrective Work on identifying the budget
or different actions to be taken. underspends started during
Risk 2017/18. Further refinement has
taken place as part of the budget
There is a risk that the setting process in 2018/19. We
budgets are not accurate and  will continue to review the levels
that budget reports to of underspend during 2018/19.
members do not allow time for
corrective action to be made.  There has been improvements
made in the timing of reporting
of underspends to members with
the expected outturn reported to
members in April, being largely
the actual outturn as reported in
June 2018
Paragraph 41, 137
b/f 3. Financial Pressures East Renfrewshire council Longer term financial planning

The council are currently
preparing savings plans to
address the £26.3 million
savings requirement for the 3
year period 2018/19-2020/21.

should ensure that medium term has been extended to a 6 year
financial plans are prepared and period (to encompass two 3 year
available to members to allow  budget cycles), with a number of
the impact of decisions made to scenarios modelled to allow for
be fully understood. future uncertainties. Close
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Q = l!:!l
0 v
NO.  |ssue/risk Recommendation Agreed management
action/timing

The last three year budget cycle monitoring of 2018/19 budgets
reported savings of £20.7 Update and future year
million. At time of approving The 2018/19 budget approved in continues via CMT and the
2017/18 budgets, detailed March 2018 provided indicative Budget Strategy Group and this
indicative budgets for future savings of £20.260 million has been further strengthened
years were not available for identified for the 2018-21 3 year by improved monitoring
members to help inform budget period. arrangements fo
decisions. transformation programmes.

Given the previous level of

savings which have already Head of Accountancy
Risk been made, a risk exists that the .

. Ongoing

current plans are not achievable
There is a risk that the Council is
unable to deliver the same level Paragraph 77
of savings that it has achieved in
recent years without significant
impact on service provision and
that indicative budgets are not
available to members to help
inform their difficult budget
decisions.

b/f 5. Disaster Recovery/business East Renfrewshire council New temporary role of
continuity arrangements should ensure that the business Business Confinuity Officer
The data centre became continuity arrangements are NOW in DOSE {0 dringisaster
operational in August 2017 with current and that disaster P | d
phase 1 now being completed. recovery arrangements are Recovery Plan update to
Plans are now underway to tested completion by 31/03/19
move to phase 2 which is the all
the individual systems and Update . . .
applications that the council has Testing has now taken place on Thls_offlcer W'". also meet all
in operation, The council is the new data centre and the services to vall_dat_e and agree
continuing its review of business disaster recovery plan is Business C_ont|nu|ty T
continuity plans currently being prepared. dependencies.

Business continuity plans are
Risk currently being reviewed to . .
There is a risk that until the full  ensure that they are realistic and Responsble_ Officer: Head of
implementation of the improved achievable and should be ICT and Digital Enablement
disaster recovery processes, the updated following the production March 2019
council suffers a loss of data of the disaster recovery plan.
and potential disruption to
services Paragraph 67
b/f 6. Information Security Policy East Renfrewshire council Information Security Officer

The current version of the
council's information security
policy has not been updated
since October 2014. A revised
version has been prepared and
this has been subject to review
by external consultants. Due to

the recruitment of an Information
Security Officer, this has not yet

been issued to staff.

Risk

There is a risk that council
processes and procedures will
not keep pace with any
potential, new or emerging
threats while there is an

should ensure that the revised
policy is issued promptly and
ensures that practices within the
council reflect the latest
guidance

plans to have reviewed and
refreshed the Information
Security Policies .

Responsible Officer:

Update Information Security Officer

A new Information security
officer was appointed by the
council in May 2018, However,
to date there has been no
updated security policy issued.

December 2018

Paragraph 69




Q =

NO.  |ssuefrisk Recommendation Agreed management
action/timing

é)iiii

out of date security policy .
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Appendix 2

Significant audit risks identified during planning

The table below sets out the audit risks we identified during our planning of the
audit and how we addressed each risk in arriving at our conclusion. The risks are
categorised between those where there is a risk of material misstatement in the
annual accounts and those relating our wider responsibility under the Code of Audit
Practice 2016.

Audit risk

Risks of material misstatement in the financial statements

Assurance procedure

Results and conclusions

of controls

Risk of management override Detailed testing of journal

entries.

ISA 240 requires that audit
work is planned to consider the
risk of fraud, which is
presumed to be a significant
risk in any audit. This includes
consideration of the risk of
management override of
controls in order to change the
position disclosed in the
financial statements.

prepayments.

Evaluation of any significant
transactions that are outside
the normal course of
business.

Review of accounting estimates.
Focused testing of accruals and

Testing undertaken on a sample of
journal entries.

We reviewed accounting estimates.

We tested a sample of transactions
taken from both pre and post year
end to confirm expenditure and
income had been accounted for in
the correct financial year.

We tested a sample of accruals
and prepayments.

We did not identify any instances
of management manipulating
accounting records or overriding
controls.

Risk of fraud over income Analytical procedures on

We carried out a variance analysis

2 . . income streams. of income streams to confirm
East Renfrewshire Council . .
: I . . completeness and identify any

receives a significant amount of  Detailed testing of revenue . I

. i o : . . unusual transactions or variations

income in addition to Scottish transactions focusing on the -

: . in income.

Government funding. The areas of greatest risk

extent and complexr[_y of We substantively tested a sample

income means that, in fi . i

accordance with ISA240  there of income transactions to confirm

is an inherent risk of frau,d occurrence and accuracy of

’ amounts in the financial
statements.
We tested a sample of journal
entries.
We are satisfied that the council
has arrangements in place to
minimise the risk of fraud over
income.
3 Risk of fraud over expenditure Analytical procedures on Variance analysis of expenditure

The risk of fraud over income expenditure streams.

presumed by ISA 240 is

expanded to include fraud over transactions focusing on the

areas of greatest risk.

Detailed testing of expenditure

streams reviewed to confirm
completeness and identify any
unusual transactions or variations
in income.
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Audit risk

expenditure in the public sector
by the Code of Audit Practice.

The risk of fraud over
expenditure is also relevant due
to the variety and extent of
expenditure made by the council
in delivering services.

Assurance procedure

Walk-though of controls

identified within key financial
systems.

Results and conclusions

Substantive testing completed on a
sample of expenditure transactions
to confirm occurrence and
accuracy of amounts in the
financial statements.

Testing undertaken on a sample of
journal entries.

We are satisfied that the council
has arrangements in place to
minimise the risk of fraud over
expenditure.

4 Estimation and judgements Compl etion of ©6éCompleted a o6revi
There is a significant degreeof wor k of an expean expertodo for t
subjectivity in the measurement professional actuary, and review
and valuation of the material of appropriate of actuarial Completedadér evi ew of
account areas of non-current assumptions. an experto for t
assets, pension liabilities and Focused substantive testing of actuary, and a review of the
provisions. This subjectivity key areas of non-current assets appropriateness of actuarial
represents an increased risk of  and of provisions. assumptions.
misstatement in the financial Sample check accruals and
statements. provisions in the 2017/18 Focused substantive testing on key

financial statements areas of non-current assets
Testing undertaken on a sample of
accruals included in the 2017/18
annual accounts.
We are satisfied with the
adequacy of the
estimations and judgements

5 Invoice Processing Completion of review of key Key controls testing was completed
A number of significant control controls
weaknesses were reported Focussed testing on duplicate
within invoice processing Focussed review of duplicate payments and supplier bank details
procedures in 2016/17. In payments controls and supplier changes completed. One case of
addition, Internal Audit has bank details changes. poor supporting documentation and
issued a report in October 2017 one recommendation on improving
on creditors which makes a Increased substantive testing of procedures on recording instances
substantial number of expenditure testing. of duplicate payments have been
recommendations to strengthen made and when money has been
controls. There are reputational received was reported in the
risks to the council in addition to Management report that was
risks that financial loss may occur presented to the Audit and scrutiny
and that the financial statements committee on 21/06/18
may be mis-stated.

Increased testing undertaken on
expenditure. No issues to
report.

6 Early Closure of Accounts We will work with the council on Focused and increased testing

The council is currently
progressing a timetable to submit
the unaudited 2017/18 financial
statements to the Audit &
Scrutiny Committee in June
2018. This will mean the
accounts preparation timetable
being brought forward by
approximately three weeks.

ensuring that the new revised
timetables and our audit
coverage are suitably aligned.

Focussed sample check on
accruals and areas of estimation
in the 2017/18 annual accounts.

undertaken on accruals and
estimates.

No issues to report
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Audit risk

While earlier closure is to be
welcomed, there is an increased
risk of error due to, for example,
the likely greater use of
estimation.

Results and conclusions

Assurance procedure

Risks identified from the auditor's wider responsibility under the Code of Audit Practice

7

Financial sustainability

The council is currently
forecasting a funding gap of £26
million over the years 2018/19 to
2020/21. A public consultation on
proposals to close this gap was
undertaken in October 2017. The
last three year budget cycle
reported savings of £20.7 million

There is a risk that the council
is unable to deliver these
significant savings over the
medium term without adversely
affecting the level and quality of
service provision.

Considerati
longer term financial
management arrangements.

on o
A budget underspend reported for
2017/18. Agreed savings agreed

Monitor the co lfor 2018-21 of £20.260 million.

position both through its
revenue budget monitoring
reports and longer term
financial plans presented to
committee.

Appendix 1 (b/f 3 refers)

Business Continuity/Disaster
recovery

The councidcénse n
arrangements are now in place,
however this means that the
current ICT Disaster recovery
plan is now substantially out of
date and requires to be updated.
The council has recognised this
and a disaster recovery exercise
is planned by the end of March
2018. The outcome of this
exercise will be used to inform
the Disaster Recovery Plan.
The council has recently
completed a review of its
business continuity plans
however these plans still require
refining and will need further
consideration following the
completion of the ICT Disaster
Recovery Plan.

There is a risk that until the full
implementation of the improved
disaster recovery processes,
the council may suffer a loss of
data and potential disruption to
services

'Disaster Recovery Plan

Review undertaken of disaster
recovery testing and business
continuity plans.

Review of disaster recovery
testing and development of

undertaken.

No updated disaster recovery plan
yet issued and further work
underway on the business
continuity plan

Review of Business Continuity
and resilience planning
arrangements

Appendix 1 (action point b/f 5
refers)

Information Security Officer
and policy

The council has experienced
difficulties in recruiting an
Information Security Officer
and

Information security officer now in
post however, the new security
policy has yet to be issued.

Review of progress made in
filling the current vacant post.
Review of the progress made
in updating the council's
information security policies Appendix 1 (action point b/f 6

refers)




Audit risk

the implementation of an
updated information
security policy has been
delayed . The current
policy has not been
updated since October
2014. There is a risk that
if the counc
information security
policy is not kept current
then it will not keep pace
with any potential, new or
emerging threats.

ICT

Assurance procedure

Results and conclusions

10

Cyber Security and GDPR

In the past year, public sector
organisations in Scotland were
subject to an increasing number
of cyber-attacks. Successful
cyber-attacks can result in
significant disruptions to
operations, loss of data and
reputational damage.

A consideration of East
Renfrewshire
arrangements in relation to
cyber-security.

Monitor and assess
preparedness for complying with
the requirements of the new
General Data Protection

In addition, the new General Data Regulation.

Protection Regulation (GDPR)
becomes effective from 25 May
2018 and is more extensive in
scope than the current
requirements of the Data
Protection Act. The council is
currently in the process of
preparing for the implementation
of the GDPR Non compliance
with the new regulations could
result in financial penalties and
reputational damage.

The council has submitted in pre-

C oassessment questionnaire to

Scottish Government and action
required on training before October
deadline. We will continue to
monitor progress

Review undertaken of GDPR plans
and preparedness. No issues to
report and we will continue to
monitor
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Appendix 3

Summary of national performance reports 2017/18

Common Agricultural Policy Futures
programme: further update

Self-directed support:
2017 progress report

Equal pay in Scottish councils

Transport Scotland's ferry services

Local governmentin Scotland:
Financial overview 2016/17

Early learning and childcare

Managing the implementation
of the Scotland Acts

=

Local government relevant reports

Principles for a digital future i May 2017
Self-directed support: 2017 progress report i August 2017

Equal pay in Scottish councils i September 2017

Apr

May

Jun

Jul

Aug

Sept

Oct

Nov

Dec

Jan

Feb

Mar

2017/18
Reports

8. Scotland's colleges 2017

ol

)

NHS workforce planning

}

l{’ . NHS in Scotland 2017

26

Local government in Scotland: Financial overview 2016/17 i November 2017
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If you require this publication in an alternative
format and/or language, please contact us to
discuss your needs: 0131 625 1500

or info@audit-scotland.gov.uk

For the latest news, reports
and updates, follow us on:
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