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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 hon-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:

91 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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Introduction

Purpose
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Management Comment ari es Management
Commentaries
Context
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to understand them and the counci l generally. They p
statement s, an analysis of past performance, and an
counci l and acdceptsegd atteegdacelsi eve its objectives.
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narrative repor tinagcgpresheial 8 49 tihapkse hao | d e r
expect Mainamgement Commentaries mawera)leewgl%n%qmple§q for
whi€houl dalhlaakempt eme for good practice t[presestedinthis.
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knowl edge of the relevant financi al es epbnateradyfronr a me w
not khadetail ed undea:smé;'pki'rn'gcofaeachrcumaﬁa@@rﬁeqw or t

speci fi c turnadnesral cytiinogn s Commentaries in
6. Caancadese encouraged to use the findings b'@)utlﬁ']bﬁ |F&po
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t hei rMamvamgement Commeehsauiesthey provide_ hi u ity
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Statutory requirements

7. Regulation 8(2) of The Local Authority Accounts (Sco
account s tManiangcel Mlednemeant ary preparedsitmtacoorydagnud e awic!
Fi na@Gicrecul arprbo/va dles st at utroergyu idvieeinsd gae cCe mime vt ar y t o
include the foll owing

9 Afairreview of the ¢ 0 u n busihedsswhich should be a balanced and comprehensive analysis of:
- the development and performance of the business during the financial year
- the position of the ¢ 0 u n dusihedssat the end of the year, consistent with its size and complexity.
A description of the principal risks and uncertainties facing the council.

Financial key performance indicators, as well as any non-financial performance indicators that the
council considers relevant.

1 The main trends and factors likely to affect the future development, performance and position of the
C 0 U n busihe8ss

A description of the ¢ 0 u n strategy and business model.
1 References to, and additional explanations of, amounts included inthec ounci | 6s financi al

8. FinaGicremmul 7/ 2016 contat ds$r &ctteoy stichres mennntu a | Strategy a
Repordapmint al i tnrveeasst unreyn tma nargae mechd nasb.iflund e s
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Section 1

A single story

The narrative in the Management Commentary should be consistent with the information in
the financial statements; significant points in the financial statements should be explained
in the Management Commentary so that there are no hidden surprises

Linkages with financial statements

13. TheamMagement Cormhmadtdarhyy ghli ght and expl aibheéinka
Management Commefnitrmaryc iaald.Ld timaktaegneesntasr e r el ati onsh
interdependencies between fadttsfaoddhod&ﬂmmﬂ@mﬂwbﬂﬂce
Commenshowywl d not be preparfeidnanciiasle|lsattatoenmefntom t

14, Exhi2bil 1 usasheaplkanati on oftweenl timMkagas i ous financi

Exhibit 2

Revenue - General Fund

The Council's financial performance is presented in the Comprehensive Income and Expenditure Statement,
which can be seen on page 20. This statement has been prepared using International Financial Reporting
Standards. To show the net position of the Council, it is necessary to adjust the Comprehensive Income and
Expenditure Statement for statutory items that require to be taken into account in determining the position on the
General Fund and Housing Revenue Account for the year. These are summarised in the Movement in Reserves
Statement (page 17).

An Expenditure and Funding Analysis has been provided to reconcile adjustments between the Council's financial
performance under the funding position and the surplus on the Provision of Services in the Comprehensive
Income and Expenditure Statement. The Expenditure and Funding Analysis can be found in Note 2 and the
Expenditure and Income Analysed by Nature in Note 3.
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Exhibit 3

Fig.2 Comprehensive Income and Expenditure Statement

Net Spend Net Budget Variance
£m £m £m
Strategic Policy, Transformation & Public Sector Reform
Directorate 0.600 0.634 0.034
Strategic Policy & Economy 2.106 2.410 0.304
Governance & Change 1.173 1.318 0.145 .
~Internal Audif 0287 0310 0.023 ThlS example
- Risk, Resilience & Safety 0.328 0.321 (0.007) . 3
People
P recioeis S ——rr) also highlights
- Schools & Learning 114.201 117.932 3.731 . z z
Chidren, Families & Justice 19.943 20.118 0.175 variances e e
Human Resources, Digital Enablement, IT & Business
Support 4.613 5.148 0.535
Place
- Directorate & Business Support 1.020 0.892 (0.128)
Services to Communities 7.276 7.182 (0.094)
Communities 23.674 23.946 0.272
Infrastructure Services 21.718 21.725 0.007
Finance & Legal 7.172 7.512 0.340
Other Services 12.571 13.083 0.512
Facilities Management 2.702 3.394 0.692
Corporate Items (3.406) 2.430 5.836
Tayside Valuation Joint Board 0.720 0.720 0.000
General Fund Net Expenditure 217.290 229.500 12.310

The Council spent £217.290 million during 2018/19 and achieved the following and much more:

+  We registered 898 births and we are corporate parents of 265 children A A d |' k
e e . analinks
= We feach 15,158 children every day, taking 3,000 of them to and from 5% schools and feeding 7,380 of them at .
kchime expenditure to
= We engage young people in over 40 youth work projects, with over 400 young people aftending Friday Night f
Projects per Ormance

« 341 young people achieved Duke of Edinburgh Awards

« We have helped 86 adult learners to achieve a qualification
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16.Exhidproviadbadskepplubmmat ilonmhkawesen the CIES, Expenditure
Anal yysamd budget management reports

Exhibit 4

Telling the Story

The Comprehensive Income and Expenditure Statement (CIES) on page 29 sets out the Council's funding and
spending in accordance with accounting requirements which is different to the way that we report performance
internally. The Expenditure and Funding Analysis (EFA) on page 25 provides a link between the East Ayrshire

Performs budget management reports and the figures in the CIES. The reconciliation below will assist users The arrow

of the Accounts to navigate from the East Ayrshire Performs year end management report through to the first highlights that

column of the EFA on page 25 and to the CIES on page 29. g g
budget reports

East Ayrshire Performs Building the EFA € aluann 3 .
are the starting
e e pointin the
2018/19 EFA Segment e Expenditure and
£m £m )

Education a2 (5.485) - 9028 | Eduaion 0356 Fu ndlng

Fnence and ICT 8498 - - TEG| Finence and ICT 7818 .

Pienning and Economic Dev elopment 5006 415 | Planning and Economic Development 4198 AnalyS|S

Policy Planning and Performance Division 1205 1233 ]_ Ecoromy and Skils Other S 1685

Cenral Mgt Support Economy and Skills 1413 0452

Housing and Communiies 16.004 15867 |  Housing and Communiles 15.867

Ayrshine Roeds Alliance 4075 7646 | Aymshire Roads Allence 7546

Facilities and Proparly Manegemeant 26329 26320 | Faciies and Propery Manegement 21

Human Respurces 1938 1.846 | Humen Resources 1.846

Consistent narrative

17 The CIES shows the surplus or deficit on the provisi
accounting Moatcticoanciis tkadM#oLpewneant atrhye movement
on the GendeurrailngFunhde yeart avhgideep liuss /ddi €ffiESe et mti s1e t dfe
var isotuastor y ad jTulestt onemedys .be because the council has i1 d:¢
mor e i ntngrhestiengpact on the Gener al Fund.

18. Howe yreerf erencfeer t @ex ssmpilpd , ushe Management Commentary wh
showi ng mayledda cadnf udinn@rtde raudmfr wsvioo nd, councils shoul
that they @ar ¢pheesifteirc@enmertd lheSwend ocautd t he reasons why
that to be a mermsuagpropriate

Holistic picture

19. A high qualit
and meaningfu
perf ormance,

200 The statutory
could be met
It is often
that, if hig
. ! ;

t

Management Commentary pr-BhﬁiM:aQ%ge@@ereh
pd ch wgien ofs amacdalncidt r at €gmmentasyw el op m

oplianon and future structure should

uidance setsqaiut eamelnit st valdw e cohesivet e d
series of independent nﬂ%|§ér|ons in
se, howe wehd,e trkeaqtumrreewem asre l'i nkag
ed and explained, wi al’l’@l(V%\”de use
a cohesive narrative flow and enab

T —<

Use of cross-referencing
21. I'its ohfetlepnf ul t o group togethei nsimiel amn@eOss-efepenees di s

accountas this wild.l help reduce duplicat nabl
hi ghlighted iamdoree pdladad me dhat isamtwhioahy tgmthf%f]beGHbﬁjdé'd
requires to bé&ainmglemead |C|tmramy|reeh)leany1cludéNEL"erereqwmd

el sewhere in the annual account s. Ho we vigformatiomésr e t ha
refer enceMafnraogne niehnet Commé ntba&r yncl uded t re§eﬁtbd5fy t he
requi r eCneorstesf.er encing must be clear and

elsé)wehere in the

22. ExhiShbirovi des an exanmpelret noofif nogr martsii sokns  osne @nnual accounts
out in the Annual Governance Statement




8

Exhibit 5

Principal Risks and Uncertainties
Along with the challenge of financial resilience, the council also faces a number of non-
financial risks impacting on communities including; welfare reform, unknown terms of EU
withdrawal, inability to respond to changing demographics and the pace and scale of
organisational change and delivery of services.

Risks have also been identified in relation to the internal workforce including; health and
safety non-compliance and IT system failure. These risks are set out within the Annual
Governance Statement along with progress and areas for improvement.
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Comment ary
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Explaining the financial statements
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24, | nf or mat Managemehée Comoehdariiexodmr financi.at statem
should provide additional exphdnaekxpbasnof hamoandbstr e
t hat & htalpee i nf or mathieareicmont ai ned
25. Coumshbul d paiomutic i si ent siex ptl laen aMada@enymmenemar Y hat t her e
no need in most cases for users to have to refer to
26. Exhieprovi des | aahdl g hsguangmanr Ba lod Bl eheet :
Exhibit 6
(g) TheBalanceSheet
The diagram below summarises the Council's Balance Sheet as at 31 March 2019, with comparative information ThIS presentatlon
provided for last financial year. The Balance Sheet brings together assets and liabilities, year end balances, money |S helpful in
owed to and by the Council and resenes. More information on the balance sheet is provided on page 37. i
understanding
NET CURRENT LIABILITIES the Balance
[Short Term Borrowing,
v, Ontr, o Sheet and also
LONG TERM LIABILITIES engages uSerS
(Including Pension Fund)
(£496.8m)
LONG TERM ASSETS UNUSEABLE
(Property and Long Term "_‘_':EERUES
AR Sa0M NET CURRENT LIABILITIES
ik (short Term Borrowing,
NET ASSETS £402.5m TOTAL RESERVES £402.5M Creditors, Dabtors, Cash)
(£83.9m) USEABLE
LONG TERM LIABILITIES e
(Including Pension Fund)
(£385.2m)
LONG TERM ASSETS UNUSEABLE
(Property and Long Term RESERVES
Investments) £430.7M
£1,018.8m
NET ASSETS £549.7m TOTAL RESERVES £549.7M
The Balance Sheet on page 37 summarises the Assets and Liabilities and shows a net worth of £402.5m. This is a
reduction from last year due to a lower value of Assets of £34.4m and an increase in Liabilities of £112.8m. The main
changes to the Council's Balance Sheet are explained below.
27. Expl anations weia@a otheeMaprageimemtl Ceo sipteastisacohfy asi t al
expendir e andsimp vreersEmrhviépsr. o vi des anare xexnpll een aotfi on of ¢

expendandurlei nEbhgppage in

capital

programmes
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Exhibit 7

(b) General Fund Capital Programme 2018/19

In 2018/19 the final Council budget for capital investment was £45.7m (2017/18 budget £37.8m) with 67.2% of
this being delivered. It should be noted that the 2018/19 General Fund Capital Programme is part of a three
year plan and as such it is expected that there will be movement in spend across the years. Projects not
delivered in 2018/19 will be completed in forthcoming financial years. The diagrams below identify the key
projects and how these were funded. Further details are provided at Note 24.

General Fund Capital Expenditure £30.7m  General Fund Capital Resources £30.7m

School Improvements Contributions
£6.766m
Planning &

Economic Dev
£1.933m

28. Howe veexrp,l anatalotmes! pf ul i oompbkperctatbifsdras uswahy asdj ust m

Summary of issues identified and points to consider

Issues identified in our review of whether the Management
Commentary helped to tell a single story:

Most councils did not explain linkages between information in the
Management Commentary and the financial statements

It was often not clear that references in the Management
Commentary to a surplus related to the General Fund balance
rather than to the CIES

Explanations of items in the financial statements were often
absent particularly on complex matters

There was limited use of effective cross-referencing

Points to consider when considering whether the Management
Commentary helps to tell a single story:

Stand back and consider whether the Management
Commentary helps to tell a fair, balanced and
understandable story

Make sure the Management Commentary helpfully
explains the financial statements

Structure the Management Commentary in a way that
allows a coherent and clear narrative

Avoid using a checklist approach which can lead to
duplication and a disjointed narrative
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How the council has performed

The Management Commentary should give a clear and balanced account which includes
an explanation of the b o d wtiategy, objectives and business model and the salient

features of its performance and position.

Strategy, objectives and business model

29. A coGn@idt egy, objwsictéewvyesmodaealdl duedi Tb@okpowi ng t
provides a suggested working definition of these
Term Meaning Comments
Strategy Overall plan of action designed by the The description should provide insight
council, possibly with its partners, to intoac o u n deaveloprsent,
achieve the objectives performance, position and future plans
Objectives The council 6s pri mar Objectives place the strategy in context

and allows stakeholders to make an
assessment of its appropriateness

Business model

What the council does and why

This should explain the services provided
and the reasons for them, as well as how
the council is structured

30. Ex h i8lpir b wiadeex a mplae oa fecxipll ai niwigd dH d wselrt aittesg y

Exhibit 8

[} ivarinn the Svadasrn
Delivering the Strategy

Inverclyde Council has an established framework in place that
integrates strategic planning with performance management to

ensure the effective delivery of corporate and service outcomes.
The main aspects of the framework are illustrated in the diagram on

the right.

The Scottish Government publishes a set of “National Outcomes” ‘
for public services and engages with each local authority to reach

agreement on local outcomes and measures which are set out in

the LOIP 2017/22.

| laverciyde Alliance -
‘ Partner Plans "

LoP 201722 | }
Locality |
~ Partnerships

Inverclyde Council's Corporate Statement sets out the key outcomes the Council is committed to delivering with its Partners.
Services demonstrate how their own activities link to the Council's vision and priorities through their Corporate Directorate
Improvement Plans (CDIP). Consultation on the future vision and activities of the Council is undertaken through the

Council's Citizens' Panel and through specific consultations.
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3. Exhi9shbowsexamphbBinks the strategic outcomes to opera

Exhibit 9
PLAN OUTCOMES
WHAT WE WILL l
ACHIEVE
PLAN OUTCOMES .
_________________________ l This table was helpfully
supported by narrative
DIRECTORATE . .
explaining the content of
i each plan
SHORTER
WiLt 0o + TERM
PLANS

INDIVIDUAL
STAFF
WORK PLANS

32. Exhilldrtovi des atnhhbeixnaknsp lset r at egi ¢ out comes to :perf or ma

Exhibit 10

Supporting narrative
provides further detail
onthecounci |l
strategy and plans

Insight into priorities

33. The Management iComneegnpiraocreyd deoi nsi géhtpi in®@mietaiwedglu snfgi |
that is to set out tbendebdbbt eikthe wp rtiha mi twihex.h Tao be mo:
should be tshpepeanti.t Boea

34. Exhildprtovindeexsamplabebpf ul samma&ryvioltw of tihhd sstarrermgt hs
al ong wiptehcdtfbiécl enges it faces



