REPORT TO: POLICY & RESOURCES COMMITTEE - 10 DECEMBER 2012

REPORT ON: RESPONSE TO EXTERNAL AUDITOR'S REPORT TO MEMBERS ON THE

AUDIT OF DUNDEE CITY COUNCIL FOR THE YEAR TO 31 MARCH 2012

REPORT BY: DIRECTOR OF CORPORATE SERVICES

REPORT NO: 466-2012

4.1

4.2

4.3

PURPOSE OF REPORT

This report is a response to the report prepared by the Council's External Auditor on the audit
of Dundee City Council for the year to 31 March 2012. A copy of the External Auditor's report
(Report No 465-2012) and the 2011/2012 Audited Statement of Accounts for the City Council
(Report No 464-2012) are included on the agenda as separate items.

RECOMMENDATIONS

It is recommended that the Committee:

i endorses this report as the Council’s formal response to the External Auditor's report.

i notes the completed Action Plan appended to this report.

FINANCIAL IMPLICATIONS

None.

MAIN TEXT
Introduction

External audit is one of the key methods by which the activities and performance of local
government are independently scrutinised and reported upon. The external audit of Dundee
City Council for the financial year 2011/2012 was carried out by Mr Stephen Reid, Director,
KPMG LLP. Local authority external auditors are appointed for a five year period and the
financial year 2011/2012 marked the first year of KPMG's appointment at the City Council.

The 2011/2012 Unaudited Statement of Accounts was circulated to elected members and to
KPMG on 29 June 2012, in line with the statutory deadline. The Accounts have been subject
to a three week statutory public inspection period and no objections were received. KPMG
completed their audit work in mid-September and, in accordance with auditing standards (ISA
260), they were required to report the outcome of their work in relation to the financial
statements, prior to issuing their audit opinion. This requirement was addressed via their
Report To Those Charged With Governance, which was presented to the Scrutiny Committee
on 24 September 2012 along with the draft 2011/2012 Audited Statement of Accounts.

External Auditor's Report to Members

The External Auditor's report describes the scope of audit work undertaken during 2011/2012
and the issues arising from that work. The report is divided into the following four key areas:

- Use of Resources

- Financial Statements
Performance Management
- Governance
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4.4

4.5

4.6

In addition to the Elected Members of Dundee City Council, the External Auditor's report is
also addressed to the Controller of Audit at the Accounts Commission for Scotland. Given this
wider audience, and the extent of the External Auditor's responsibilities and scope of work,
his report is by necessity both fulsome and extensive. It contains much information that has
already been reported to the relevant Committees of Dundee City Council. Further to this, the
External Auditor's reports issued previously already include agreed management action plans
that are the subject of separate consideration by the Scrutiny Committee. Accordingly, it is
not the intention in this report to provide a detailed response or commentary on all of the
External Auditor's findings.

Action Plan

The External Auditor has identified seven key issues arising from his 2011/2012 audit that he
considers require further action by the Council. These relate to:

Review of Level of Reserves

Forecast Outturn Monitoring

Future Years Budget Information

Welfare Reform

Changing for the Future

Internal Arrangements in Respect of Statutory Performance Indicators
Member Training

NO O WN -

These matters have been considered carefully by the Chief Executive and Director of
Corporate Services and the completed action plan, incorporating the "agreed management
actions", is appended to this report and also to the External Auditor's report. The progress on
implementing these agreed action points will be monitored through the Council's established
procedures for dealing with external audit reports and reviewing previously agreed action
plans. It should be noted that none of the above items have been classified by the External
Auditor as Grade One ie “significant”.

Conclusions

During 2011/2012, the External Auditor examined a number of areas covering a wide range
of the City Council's activities. Whilst some areas for improvement have been identified, it is
pleasing to note that the auditor's overall findings and conclusions are satisfactory. In
particular, the Council can take encouragement from the following findings:

- the accounts were submitted on time and there was no qualification to the auditor's
opinion

- there was an increase in the General Fund balance of £2.8m against a budgeted
deficit of £0.9m ie an overall net underspend of £3.7m

- the Council has arrangements in place to report and respond to Welfare Reform and
reforms to Police and Fire & Rescue Services

- the Council continues to work closely with its partners to deliver the local community
plan and major capital projects

- arrangements to prevent and detect fraud are embedded in internal controls, including
processes to comply with National Fraud Initiative requirements

- amendments to the Accounting Code of Practice have been correctly implemented by
the Council in the financial statements

- the Changing for the Future Programme sets out the Council's strategy for
modernising its service delivery while achieving the efficiencies necessary to deliver
balanced budgets in the future

- the Council has approved an updated Council Plan which wholly adopts the 2012-17
Single Outcome Agreement

- overall, the level of scrutiny risk has reduced since the last shared risk assessment
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- no errors were identified in the External Auditor's sample testing of Statutory
Performance Indicators

- the Council's arrangements for standards of conduct and for the prevention and
detection of bribery and corruption are deemed to be satisfactory

5  POLICY IMPLICATIONS
This report has been screened for any policy implications in respect of Sustainability,
Strategic Environmental Assessment, Anti-Poverty, Equality Impact Assessment and Risk
Management. There are no major issues.

6 CONSULTATIONS

The Chief Executive and Head of Democratic & Legal Services have been consulted on the
content of this report.

7 BACKGROUND PAPERS

KPMG: Annual Audit Report to the Members of Dundee City Council and the Controller of
Audit — Year Ended 31 March 2012 (31 October 2012).

MARJORY M STEWART
DIRECTOR OF CORPORATE SERVICES : 16 NOVEMBER 2012
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