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Dear Committee Members and Controller of Audit,
Annual Audit Report — Year ended 31 March 2023

We are pleased to present our Annual Audit Report for the year ended 31 March 2023. The purpose of this document is to summarise our audit conclusions and findings from our
considerations of the wider scope audit specified in the Code of Audit Practice 2021 namely,w 3.033 09 (-(of. Tw 2a2.6 (t)-6.6 (,2- 3.9r 3.por)4.9 g41.76i)13.5 (n)-6.6 (,2- 3.9r 3Tar)-12.696-17.5



Section 01.:
Executive summary



1. Executive summary

Audit conclusions and significant findings

The detailed scope of our work as your appointed auditor for 2022/23 is set out in the Audit
Scotland’s Code of Audit Practice 2021. Our responsibilities and powers are derived from
Part VII of the Local Government (Scotland) Act 1973 and, a
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Section 02:
Status of the audit



2. Status of the audit

Our work is substantially complete and there are currently no matters of which we are aware that would require modification of our audit opinion, subject to the outstanding
matters detailed below.

. Risk of material adjustment or .
Audit area - Description
significant change

High - Likely to result in material
adjustment or significant change to
disclosures within the financial statements.

Medium - Potential to result in material
adjustment or significant change to
disclosures within the financial statements.

Low - Not considered likely to result in
material adjustment or change to
disclosures within the financial statements.
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Audit approach






3. Audit approach (continued)

Group audit approach

Full audit

Performance of an audit of the component’s
financial information prepared for group
reporting purposes using component
materiality

Audit of balances and/or disclosures
Performance of an audit of specific
balances and/or disclosures included in the
component’s financial information prepared
for group reporting purposes, using
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Section 04:
Significant findings




4. Significant findings

In this section we outline the significant findings from our audit. These findings include:

our audit conclusions regarding other significant risks and key areas of management
judgement outlined in the Audit Strategy Memorandum;

our comments in respect of the accounting policies and disclosures that you have
adopted in the financial statements. On page 19 we have concluded whether the
financial statements have been prepared in accordance with the financial reporting
framework and commented on any significant accounting policy changes that have been
made during the year;

any further significant matters discussed with management; and
any significant difficulties we experienced during the audit.

Significant risks

Management
override of
controls

(Council and
Charitable
Trusts)

Description of the risk

Management at various levels within an organisation are in a
unique position to perpetrate fraud because of their ability to
manipulate accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to be
operating effectively. Due to the unpredictable way in which such
override could occur there is a risk of material misstatement due
to fraud on all audits.

How we addressed this risk
We addressed this risk through:

* Reviewing the key areas of the financial statements where
management has used judgement and estimation techniques
and considering whether there is evidence of unfair bias;

e Testing the appropriateness of journal entries recorded in the
general ledger and other adjustments made in preparing the
financial statements; and

e Considering and testing any significant transactions outside
the normal course of vng4nof
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4. Significant findings (continued)

Valuation of property, plant Description of the risk

and equipment The Council held land and buildings (including council dwellings) with a net book value of £415 million at 31 March 2022, and £451 million at 31 March 2023. The Council has adopted a

rolling revaluation model which sees other land and buildings revalued over a five-year cycle. This may result in individual assets not being revalued for several years. This creates a risk that
the carrying value of those assets that have been revalued in year is materially different from the year end fair value.
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4. Significant findings (continued)

Valuation of the net defined  Description of the risk

benefit liability/surplus The Council had a net defined benefit surplus of £4.6 million at 31 March 2022, and a net defined benefit surplus of £232 million in the unaudited
accounts at 31 March 2023. Estimation of the net pension asset or liability depends on several complex judgements which are sensitive to
changes. These include the discount rate used, the rate at which salaries are predicted to increase, inflation rates and life
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4. Significant findings (continued)

Key areas of management judgement and enhanced risk
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4. Significant findings (continued)

Key areas of management judgement and enhanced risk

IT system change Description of the risk
During the year, the Council changed its core financial
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4. Significant findings (continued)

Wider responsibilities

The 1973 Act gives rights to any person interested, such as the right to ask questions of the auditor and the right to make an objection to an item of account. No such objections have been
raised.

We are required to notify the Controller of Audit when circumstances indicate that a statutory report may be required.

e Section 102(1) of the 1973 Act allows us to prepare a report to the Commission about the Council’'s accounts; matters that have arisen during the audit that should be brought to the
attention of the public; or the performance of the Council in their duties relating to Best Value and community planning.

e Section 102(3) of the 1973 Act allows us to make a special report to the Commission if an item of account is contrary to law; there has been a failure on someone’s part to bring into
account a sum which ought to have been brought into account; a loss has been incurred or deficiency caused by the negligence or
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Internal control recommendations



5. Internal control recommendations
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5. Internal control recommendations (continued)

Follow up on previous internal control points

Description of deficiency
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6. Summary of misstatements - Councill

This section outlines the misstatements identified during the course of the audit, above the trivial threshold for adjustment of £250k. The first table outlines the misstatements that were
identified during the course of our audit which management has assessed as not being material either individually or in aggregate to the financial statements and does not currently plan to
adjust.

mazars



6. Summary of misstatements — Council (Continued)

This section outlines the misstatements identified during the course of the audit, above the trivial threshold for adjustment of £250k. There were no unadjusted misstatements.
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6. Summary of misstatements (continued)

Disclosure amendments

We identified the following disclosure adjustments during our audit that have been corrected by management:
Remuneration report:- Minor disclosure narrative amendments to the remuneration report
The figure for depreciation in the unaudited accounts within Note 7.1 was incorrect at £35,089. The council amended the Note to correct this figure to £27,828.
The amount originally disclosed for the climate change project NDEEF1 contract was incorrect -
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Wider scope



7. Commentary on Wider Scope

Overall summary
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7. Commentary on Wider Scope

Wider scope summary

As auditors appointed by the Accounts Commission, our wider scope responsibilities are set out in the Audit Scotland’s Code of Audit Practice 2021 and sits alongside Best Value
requirements detailed the Local Government (Scotland) Act 1973. The Code requirements broaden the scope of the 2022/23 audit and allows us to use a risk-based approach to

report on our consideration of the Council’'s performance of Best Value and community planning duties and make recommendations for improvement and, where appropriate,
conclude on the Council’'s performance.

The Code’s wider scope framework is categorised into four areas:
» financial management;

 financial sustainability;

 vision, leadership and governance; and

e use of resources to improve outcomes.

Overall summary by reporting criteria

From the satisfactory conclusion of our audit work, we have the following conclusions:
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7. Financial management (continued)

Our overall assessment (continued)

Area assessed

Our findings

Our judgements

Risks identified

Arrangements
to prevent and
detect fraud,
error and other
irregularities,
bribery and
corruption

The Council has established arrangements for
preventing and detecting fraud and corruption.
These include:

* Whistleblowing policy

» Anti-fraud strategy

» Codes of conduct for councillors and officers.

The Council has a dedicated counter-fraud team
which sits within its internal audit function to
investigate fraudulent claims covering tenancy,
procurement, council tax reduction, Scottish Welfare
Fund, social care, employee, insurance, council tax
exemptions and discounts and blue badges.
Individuals can report concerns by phone, email or
through an online form on the Council’s website.

The Council has appropriate arrangements to
prevent and detect fraud and corruption.

No significant issues identified.
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7. Commentary on Wider Scope

Financial sustainability

Financial sustainability looks forward to the medium and longer term to
consider whether the body is planning effectively to continue to deliver its
services or the way in which they should be delivered.
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/. Financial sustainability
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7. Financial sustainability (continued)

Our overall assessment

Area

Our findings Our judgements Risks identified
assessed
Finan_cial Officers present four financial updates a year to Council meetings. The Council has effective financial planning, with an No significant issues identified.
planning These provide an update on the financial challenges facing the established process to ensure there is early

Council and estimated revenue budget gaps under best case, worst
case and mid-range scenarios. Scenarios are based on financial
planning assumptions that are updated by officers on an ongoing
basis.

The Council faces a very challenging financial position. Its mid-
range case scenario, after some assumptions on future years
options, and after the 2024/25 budget was approved, projects the
following in-year budget gaps:

* £4.908 million in 2025/26

* £5.479 million in 2026/27

» £5.782 million in 2027/28

* £3.122 million in 2028/29

The Council has established a cross-party budget working group to
ensure that there is early engagement on budget proposals. The
Council has approved a Council Tax increase of 10% for Argyll and
Bute area for 2024/25 to enable sustainability of provision of
services.

engagement of budget proposals. Councillors and
officers need to continue working together to make the
difficult decisions to respond to the Council’s
challenging financial position.
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7. Commentary on Wider Scope

Vision, leadership and governance

Vision, Leadership and Governance is concerned with the effectiveness of
scrutiny and governance arrangements, leadership and decision making,
and transparent reporting of financial and performance information.
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7. Vision, leadership and governance

Our overall assessment
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7. Commentary on Wider Scope

Use of resources to improve
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7. Use of resources to improve outcomes (continued)

Our overall assessment (continued)

Area Our findings Our judgements Risks identified

assessed

Needs of
service users
being met
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7. Use of resources to improve outcomes (continued)

Our overall assessment (continued)

Area
assessed

Our findings

Our judgements

Risks identified

Arrangements
to deliver
continuous
improvements
in priority
services

The Council’'s corporate plan sets clear objectives and
highlights the services it plans to prioritise. This plan
measures are based on improving key performance
indicators over the four years of the plan. Services are
responsible for setting targets for these measures in
delivery plans and regularly monitoring and reporting
progress.

The Council has clear priorities and suitable
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Section 08:
Best Value



8. Best Value

Best Value summary

Under the Code of Audit Practice, the audit of Best Value is fully integrated within our annual audit work. We are required to assess the seven Best Value themes at the Council over the
period of the audit appointment. We have used a risk-based approach that is proportionate to the size and type of the body, to assess whether the Council has made proper arrangements
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8. Best Value (continued)

Overall summary by reporting criteria

From the satisfactory conclusion of our audit work, we have the following conclusions:

Commentary

Identified risks? Actual risks identified? Other recommendations made?
page reference

Reporting criteria
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8. Best Value (continued)

Follow up of previously-reported recommendations
We are required to follow up Accounts Commission findings, Controller of Audit recommendations and any outstanding improvement actions reported in Best Value Assurance Reports

and Annual Audit Reports.

In 2020 Audit Scotland reported recommendations to the Council to address risks identified from its Best Value audit. As part of our work in 2022/23, we followed up the progress made
by the Council against the recommendations made and determined whether the risk remained during the year.

Best Value finding as
reported by previous auditor

Management response and
implementation timeframe

Work undertaken and judgements made in 2022/23

Conclusions reached

1 Isthe Council demonstrating
continuous improvement?

The Council should increase
the pace of change through
transformation to deliver the
business outcomes and this
should be monitored and
reported on a regular basis.

The Council will develop and agree a
refreshed approach to transformational
activity, identify thematic areas of activity
and explore opportunities to shift
investment towards prevention and more
effective and efficient interventions.

Progress against the recommendation

Progress against the recommendation

In September 2020, the Council embarked on the
Performance Excellence Project. Some key changes
arising from this project included the removal of Business
Outcomes, the decommissioning of Pyramid (web-based
performance management system), and the cessation of
annual Service Plans.

The project also led to the identification of a suite of 47
Corporate Outcome Indicators aligned to the Corporate
Outcomes. The Corporate Outcome Indicators are
reported annually.

Quarterly performance reports continue to be presented
to all 4 Area Committees; these largely contain indicators
that are of interest at a local level.

Conclusions
Complete
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Best Value finding as

reported by previous auditor

8. Best Value (continued)

Follow up of previously-reported recommendations (continued)

Management response and
implementation timeframe

Work undertaken and judgements made in 2022/23

Conclusions reached

The Council should assess the

extent to which regeneration
and economic development
initiatives are delivering the
vision and corporate
outcomes. The Council should
put in place robust options
appraisal processes and a

benefits monitoring framework,

proportional to the size of
initiatives, to evaluate the
benefits and costs of future
projects.

The Council will review options appraisal
processes and benefits monitoring
framework to ensure systems are robust
and evaluate the benefits and costs of
projects, create inter-departmental project
review team and scope review of project
process to align to BV3 Objective.

Implementation timescale: April 2022

Progress against the recommendation

Progress against the recommendation

The Council is undertaking a wide number of initiatives
relating to economic development activity. These
include the ongoing work relating to the Rural Growth
Deal and various other outline business cases they are
undertaking in relation to the agreed themes with
Government. These considerations include option
appraisals, and following approval by the Council and
both Governments, full business cases will be
submitted for final approval.

As part of the RGD process the Council is also required
to develop a detailed realisation plan which will set out
the anticipated benefits and how these will be
monitored over the lifetime of the RGD programme.

Conclusions
Complete

Community Engagement
The Council should work with
communities and community
groups to understand and
address their concerns and
establish priorities in how it
can better support them. This
should include engaging with
communities to understand
and improve levels of
satisfaction with council
services.

The Council will engage with communities
to understand and improve levels of
satisfaction with council services in order to
understand and address their concerns.
Implementation timescale: December 2021

Progress against the recommendation

The Council has established a Community
Engagement group to develop its engagement
framework. This group has council wide representation.
It will determine the overall strategic approach, tools to
share engagement activities and any findings internally
and will support the learning/ training of staff to build
knowledge and confidence around engagement
activity. This group will also lead on establishing a
dedicated space for the public to view engagement
findings.

The Council carries out regular satisfaction surveys
through the customer service centre.

Conclusions
Complete
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8. Best Value (continued)
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8. Best Value (continued)

Statutory Performance Indicators (continued)

Council’s
arrangements

Our findings

Our judgements

Risks identified

Statutory
Performance
Indicator 2:
Demonstrating
Best Value

SPI 2 requires a council to report its own assessment and audit,
scrutiny and inspection body assessments of how it is performing
against its duty of Best Value, and how it has responded to these
assessments.

The Council's website includes a section on external audit and
inspection reports with links to where reports can be found.

The Council's website also includes its action plans in response to
assessments made by audit, scrutiny and inspection bodies within the
performance and improvement section of the website, for example its
action plan on the previous Best Value Report 2020. It is fairly easy to
find.

The Council is compliant with SPI 2.

No significant issues identified.
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http://www.audit-scotland.gov.uk/our-work/annual-audits

Appendix B: Draft audit report

In preparing the financial statements, the Section 95 Officer is responsible for assessing each year the Council and its group’s ability to continue as a going concern, disclosing, as applic
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http://www.frc.org.uk/auditorsresponsibilities

Appendix B: Draft audit report

Our responsibility is to read all the other information and, in doing so, consider whether the other information is materially i
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Appendix C: Independence

As part of our ongoing risk assessment we monitor our relationships with you to identify any

new actual or perceived threats to our independence within the regulatory or professional
requirements governing us as your auditors.

We can confirm that no new threats to independence have been identified since issuing the
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Appendix C: Independence (continued)

Fees for work as the Council’s auditor

We reported our proposed fees for the delivery of our work under the Code of Audit Practice
in our Audit Strategy Memorandum presented to the Audit Committee on 20 June 2023. We
were appointed as auditors for the Council in the 2022/23 financial therefore no comparatives
have been provided in the below table. Having completed our work for the 2022/23 financial
year, we can confirm that our fees are as follows:

Area 2 Tw 0261 0 Td[f)-175 (ees)JO Tc O Tw Cre0 Tc 0 Tw Tc 0000
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Appendix D: Other communications

Other communication Response

We have not identified any significant matters involving actual or suspected non-compliance with laws and regulations.

Compliance with Laws
and Regulations
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Appendix D: Other communications (continued)

Other communication Response

Subsequent events
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Cameron Waddell (Audit Partner)

Mazars

26 Mosley Street
Newcastle upon Tyne
NE1l 1DF

Mazars is an internationally integrated partnership, specialising in audit, accountancy, advisory, tax
and legal services*. Operating in over 90 countries and territories around the world, we draw on the
expertise of 40,400 professionals — 24,400 in Mazars’ integrated partnership and 16,000 via the
Mazars North America Alliance — to assist clients of all sizes at every stage in their development.

*where permitted under applicable country laws.

Follow us:

LinkedIn:
www.linkedin.com/company/Mazars

Twitter:
www.twitter.com/MazarsGroup

Facebook:
www.facebook.com/MazarsGroup

Instagram:
www.instagram.com/MazarsGroup

WeChat:
ID: Mazars



