PERTH &

KINROSS
COUNCIL

Securing the future... e Improving services

e Enhancing quality of life e Making the best use of public
resources

Council Building
2 High Street
Perth

PH1 5PH

10 September 2020

A special meeting of the Audit Committee will be held virtually on Wednesday, 16
September 2020 at 10:00.

If you have any queries please contact Committee Services - Committee @pkc.gov.uk.

KAREN REID
Chief Executive

Those attending the meeting are requested to ensure that all notifications are
silent on their device and other devices are in silent mode.
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Audit Committee

Wednesday, 16 September 2020

AGENDA

MEMBERS ARE REMINDED OF THEIR OBLIGATION TO DECLARE ANY
FINANCIAL OR NON-FINANCIAL INTEREST WHICH THEY MAY HAVE IN ANY
ITEM ON THIS AGENDA IN ACCORDANCE WITH THE COUNCILLORS’ CODE OF

CONDUCT.
1 WELCOME AND APOLOGIES
2 DECLARATIONS OF INTEREST
3 MINUTES
3(i) MINUTE OF MEETING OF THE AUDIT COMMITTEE OF 5 5-10

FEBRUARY FOR APPROVAL
(copy herewith)

3(ii) MINUTE OF SPECIAL MEETING OF THE AUDIT COMMITTEE 11-14
OF 22 JULY 2020 FOR APPROVAL
(copy herewith)

4 DRAFT AUDITED ANNUAL ACCOUNTS 2019/20 AND DRAFT  15-180
ANNUAL AUDIT REPORT TO THE MEMBERS OF PERTH AND
KINROSS COUNCIL AND THE CONTROLLER OF AUDIT FOR
THE YEAR ENDED 31 MARCH 2020
Report by Head of Finance (copy herewith 20/162)

5 INTERNAL AUDIT UPDATE 181 - 188
Report by Chief Internal Auditor (copy herewith 20/163)

6(i) CORPORATE AND DEMOCRATIC SERVICES

6(i)(a) 19-12 - ALEOS - HORSECROSS 189 - 206
(copy herewith 20/164)

6()(b) 19-07 - WORKFORCE PLANNING 207 - 214
(copy herewith 20/165)

7 INTERNAL AUDIT STRATEGY AND PLAN 2020/21 215 - 222
Report by Chief Internal Auditor (copy herewith 20/166)

8 INTERNAL AUDIT COMMON DEFINITIONS 223 - 240
Report by Chief Internal Auditor (copy herewith 20/167)
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9 THE NATIONAL FRAUD INITIATIVE 2018/19 241 - 266
Report by Chief Internal Auditor (copy herewith 20/168)

If you or someone you know would like a copy of this
document in another language or format, (on occasion, only
a summary of the document will be provided in translation),

this can be arranged by contacting the
Customer Service Centre on 01738 475000.

You can also send us a text message on 07824 498145.

All Council Services can offer a telephone translation facility.
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PERTH AND KINROSS COUNCIL
AUDIT COMMITTEE

5 FEBRUARY 2020

AUDIT COMMITTEE

Minute of meeting of the Audit Committee held in the Council Chamber, 2 High
Street, Perth on Wednesday 5 February 2020 at 10.00am.

Present: Councillors E Drysdale, S Donaldson, H Coates, D lllingworth, R McCall
and M Williamson.

In Attendance: J Clark, S Mackenzie, L Simpson and K Molley (all Corporate and
Democratic Services); G Boland (Education and Children’s Services); F Crofts, J
McCrone, K McNamara, A Seggie and S Welsh (Housing and Environment).

Also In Attendance: M Wilkie and C Windeatt, KPMG
Apology: Councillor X McDade

Councillor E Drysdale, Convener, Presiding.
1. WELCOME AND APOLOGIES/SUBSTITUTIONS

The Convener welcomed everyone to the meeting. An apology was noted as
above.

2. DECLARATIONS OF INTEREST

There were no declarations of interest in terms of the Councillors’ Code of
Conduct.

3. MINUTE

The minute of meeting of the Audit Committee of 20 November 2020 (Arts
584-588) was submitted and approved as a correct record and authorised for
signature.

4, PERTH AND KINROSS COUNCIL EXTERNAL AUDIT STRATEGY

There was submitted a report by the External Auditor, KPMG (20/35)
presenting the external Audit Strategy for 2019/20.

M Wilkie, KPMG, gave a detailed summary of the report.

In response to a question from Councillor Drysdale regarding the work of
National Fraud Initiative Arrangements of 2019/20 and what the review will cover, M
Wilkie advised that a checklist is provided by Audit Scotland which focuses on
governance arrangements. This check list will cover aspects such as who is
responsible for fraud throughout the Council, who is responsible for reporting on
National Fraud Initiative, how this is considered within the Council at manager and
member level and the extent of results which have been identified. M Wilkie added
that it is a requirement for responses in the questionnaire to be risk graded, which
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PERTH AND KINROSS COUNCIL
AUDIT COMMITTEE
5 FEBRUARY 2020

has shown positive results in previous years. This will continue to be reviewed on an
annual basis.

In response to a question from Councillor Donaldson regarding community
empowerment and the Perth and Kinross Offer, M Wilkie advised that there is a
recommendation in the Best Value Assurance report relating to the Perth and
Kinross Offer and it will continue to be considered throughout KPMG’s Annual Audit
report.

In response to a question from Councillor Donaldson regarding the
revaluation of properties over a five-year rolling basis, and if all local authorities
follow the same procedure, M Wilkie advised that from a local authority perspective,
valuing properties on a five-year cycle is common and investment properties are
usually valued on an annual basis. There is also a consideration on how the Council
focuses on properties that are not revalued. M Wilkie added that from a listed client
perspective, it is common to value properties on an annual basis as these properties
will have external funding which is secured against the value of assets.

Resolved:
The external Audit Strategy for 2019/20, be noted.

5. INTERNAL AUDIT FOLLOW UP

There was submitted a report by the Chief Internal Auditor (20/36) presenting
a summary of Internal Audit’s follow up work relating to actions due for completion in
September to November 2019.

In response to question from Councillor Williamson regarding action 16-22
Roads Maintenance Partnership agreement and the need to review procedures as
the document is dated in 2005, F Crofts advised that the partnership agreement was
approved by Environment and Infrastructure Committee in 2019, so now the
procedure around maintaining Best Value in Works is to be progressed and is hoped
to be be completed in 2020. In relation to action 16-22, Councillor Donaldson asked
if the delay in completion date is due to resourcing issues and therefore in turn could
create higher risk, F Crofts advised that best value assessments are taken on an
ongoing basis regarding procurement and the delays caused have been due to
procedural issues.

In response to a question from Councillor Donaldson regarding the School
Estate Strategy and when this action would be complete, G Boland said this action is
aimed to be completed by May 2020 at the latest but is hoped to be completed by
the next Lifelong Learning Committee in March 2020.

Resolved:

(i) The current position in respect of the agreed actions arising from the internal
audit work, be noted.

(i) The action plans be progressed, taking into account the recorded audit
opinions.
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PERTH AND KINROSS COUNCIL
AUDIT COMMITTEE
5 FEBRUARY 2020

6. INTERNAL AUDIT UPDATE

There was submitted a report by the Chief Internal Auditor (20/37) presenting
a summary of Internal Audit’'s work.

In response to a question from Councillor Donaldson regarding the system
IDEA and what this covers, J Clark advised that IDEA is a data extraction and
analysis tool, utilised by internal audit. Other services are being influenced to use
this tool as it compares sets of data and highlights any anomalies such as fraud or
other errors.

In response to a question from Councillor Donaldson regarding transformation
projects, J Clark advised that the process around transformation is changing and will
now be addressed through different workstreams. L Simpson explained that change
and improvement activity is now part of the day job and as such it no longer makes
sense to be looking at a programme of specific activity in isolation. Instead the
Council is looking these projects and initiatives as part of a wider and more holisitic
investment strategy which will also include capital investment and that officers are
currently developing the governance framework to support this which will come to
Council in due course.

Resolved:
The completion of assignments since the last Audit Committee on
20 November 2019, be noted.

The Committee considered the following final reports:
7 (i) Corporate and Democratic Services
(@) 19-08 EU Withdrawal

There was submitted a report by the Chief Internal Auditor
(20/38) on an audit to ensure that (1) people and people skills
are considered when managing change as UK leaves the EU;
(2) the Council is prepared for financial change at withdrawal
from EU; (3) the Council is prepared for changes to rules and
regulations when the UK leaves the EU; and (4) other relevant
factors, such as partnership activity, are taken into account as
the UK leaves the EU.

Members shared enthusiasm on the work that had been
produced by Internal Audit to ensure that Perth and Kinross
Council is prepared for the financial impact of the UK leaving the
EU. K McNamara added that services have prepared for a wide
range of scenarios based on national guidance.

Resolved:
Internal Audit’s findings, as detailed in Report 19/338, be noted.
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PERTH AND KINROSS COUNCIL
AUDIT COMMITTEE
5 FEBRUARY 2020

7 (ii) Housing and Environment

(a)

(b)

19-05 LEADER

There was submitted a report by the Chief Internal Auditor
(20/39) on an audit to ensure that (1) Regulatory requirements
are met by reviewing the systems in place to deliver LEADER as
well as the financial processes; and (2) Assess compliance with
the SLA conduct a review of a selection of LEADER projects.

In response to a question from Councillor Drysdale regarding
the evaluation of risk, J McCrone advised that an annual
submission is provided which highlights secure mechanisms are
in place such as Financial Management and Audit Reporting. J
McCrone added that the LEADER programme is looking at
benefits and proposals of this being taken forward through other
funding processes.

Resolved:
Internal Audit’s findings, as detailed in Report 20/39, be noted.

19-09 Recycling Centres

There was submitted a report by the Chief Internal Auditor
(20/40) on an audit to ensure that (1) there are adequate site
security controls at recycling centres which accept materials for
re-sale; (2) confirm separation and collection controls on
materials for re-sale are adequate; and (3) confirm permit
checks and personal controls at recycling centres managing re-
saleable goods are adequate.

In response to a question from Councillor McCall regarding the
strength of internal controls being scored as moderate and if this
could be improved, P Garden advised that crime and theft make
rates fluctuate and therefore are harder to control.

In response to a question from Councillor Illingworth regarding
any changes that have occurred since this report was produced,
P Garden advised that additional staff have been recruited to
ensure that hazardous materials on recycling sites are removed.
Staff training is due to be completed by the end of March 2020.

Resolved:
Internal Audit’s findings, as detailed in Report 20/40, be noted.
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PERTH AND KINROSS COUNCIL
AUDIT COMMITTEE
5 FEBRUARY 2020

8. NATIONAL FRAUD INITIATIVE 2018/19 OUTCOMES

There was submitted a report by Chief Internal Auditor (20/41) outlining the
action that has been taken by Perth and Kinross Council in response to the
requirements of the National Fraud Initiative 2018/19.

In response to a question from Councillor Williamson regarding national fraud
figures, J Clark advised that these figures will be ready by the end of the year and a
report will be brought back to Committee.

In response to a question from Councillor Drysdale regarding information of
the electoral register for the National Fraud Initiative not being provided and if legal
advice should be reviewed, L Simpson advised that reassurance has been sought by
legal and data protection officers who have ensured that processes which are
currently in place are following correct procedures.

Resolved:
(i) Action taken by Perth and Kinross Council in response to the requirements of

the National Fraud Initiative and the outcomes for the 2018/19 exercise, be
noted.

(i) Actions taken by Perth and Kinross Council in response to the requirements of
the National Fraud Initiative and the outcomes for the 2018/19 exercise, be
noted.

IT WAS AGREED THAT THE PUBLIC AND PRESS SHOULD BE EXCLUDED
DURING CONSIDERATION OF THE FOLLOWING ITEMS IN ORDER TO AVOID
THE DISCLOSURE OF INFORMATION WHICH IS EXEMPT IN TERMS OF
SCHEDULE 7A TO THE LOCAL GOVERNMENT (SCOTLAND) ACT 1973.

9 (i) All Services

(@)  19-10 Cash

There was submitted a report by Chief Internal Auditor (20/42) on an
audit to ensure adequacy of arrangements for the collection of cash
and other income throughout the Council.

In response to a question from Councillor McCall regarding the
percentage of the public that still use cash, F Crofts advised that this
can depend on the specific activity, e.g. season tickets for annual golf
memberships. He added that card systems are now being introduced
into all premises where technology allows for it.

Resolved:
Internal Audit’s findings, as detailed in Report 20/42, be noted.

o~ s s s s s
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PERTH AND KINROSS COUNCIL
SPECIAL MEETING OF THE AUDIT COMMITTEE
22 JULY 2020

AUDIT COMMITTEE

Minute of Special Meeting of the Audit Committee held virtually via Microsoft Teams
on Wednesday 22 July 2020 at 09.30am.

Present: Councillors E Drysdale, S Donaldson, H Coates, D lllingworth, R McCall, X
McDade and M Williamson.

In Attendance: J Clark, C Flynn, A O’Brien, S Mackenzie, K Molley and S Walker (all
Corporate and Democratic Services); J Cockburn (Education and Children’s
Services); and C France (Housing and Environment).

Also In Attendance: M Wilkie and C Windeatt, KPMG
Councillor E Drysdale, Convener, Presiding.
1. WELCOME AND APOLOGIES/SUBSTITUTIONS
The Convener welcomed everyone to the meeting.
2, DECLARATIONS OF INTEREST

(i) Councillor S Donaldson declared a non-financial interest in the relevant
business of the meeting in his capacity as a Director of Horsecross Arts Ltd.

(i) Councillors E Drysdale and X McDade declared a non-financial interest in
Item 5 as Board members of the |JB Board.

3. UNAUDITED DRAFT ANNUAL ACCOUNTS 2019/20

There was submitted a report by the Head of Finance (20/118) presenting the
Council’'s Unaudited Annual Accounts for the financial year 2019/20 in accordance
with the Local Authority Accounts (Scotland) Regulations 2014.

In response to a question from Councillor S Donaldson, regarding pensions
and for Officers to provide assurance as the level of FTSE 100 had dropped by 21%,
due to the volatility of markets, S MacKenzie, advised that an evaluation was
undertaken on 31 March 2020 which reflected the movement in asset values. He
added that an internal review was taken based on nationally published matrix. This is
an issue raised every year with External Auditors to seek their advice on the audit
process. Evaluations are also compared across different local authorities to see what
is working well.

In response to a question from Councillor M Williamson regarding provision
for bad debts and if there is a reason for this figure doubling since 2018, S Walker,
advised this was due to the considerable amount of work undertaken last year to
make sure that individual customer accounts were up to date and therefore more
debt was identified that needed to be written off and that’s why figures were higher
this year. In a supplementary question from Councillor M Williamson on collection of
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PERTH AND KINROSS COUNCIL
SPECIAL MEETING OF THE AUDIT COMMITTEE
22 JULY 2020

non-domestic rates, S Walker advised that the Council are in an excess of 99% of
non-domestic rates collected in year.

In response to a question from Councillor X McDade regarding planning the
finance team have done in relation to the transformation of the Perth and Kinross
Offer, S MacKenzie advised resources will be influenced by discussions with
communities. He added that the Council are currently at an early stage of planning
but confirmed that this will have significant implications on the Council’s budget.
Councillor X McDade added that due to the increasing level of risk this may cause,
there will be a greater need for further scrutiny by the Audit Committee on Council
finances.

Resolved:
It be noted, that the Audit Committee will consider the unsigned Audited
Annual Accounts on 16 September 2020.

4, PERTH AND KINROSS COUNCIL INTERIM MANAGEMENT REPORT AND
AUDIT STATUS SUMMARY YEAR ENDING 31 March 2020

There was submitted a report by the External Auditor, KPMG (20/119)
presenting the Perth and Kinross Council Interim Management Report and Audit
Status Summary for the year ending 31 March 2020.

M Wilkie, KPMG, gave a detailed summary of the report.

In response to a question from Councillor X McDade regarding the level of
staff who have privileged authorisation, C Windeatt, KPMG advised that there is a
handful of privileged users. S Walker added that tasks carried out by these users,
will automatically generate emails to Senior Members of the Finance team. There is
a central log of all tasks created which is maintained and therefore available for
inspection. M Wilkie suggested that even though there are strong measures in place
to reduce the level of risk, without cost the level of risk will still be present as these
super users may be so privileged that they are able to override or modify controls.

In response to a question from Councillor R McCall regarding if the increase
in BACS payments would create greater risk due to a move towards a cashless
society, S Walker advised in terms of electronic payments, the Finance team have
recently invested in a system which will allow BACS payments to be sense checked
before payments are made. This also allows for checks to be carried out on bank
accounts and duplicate payments. He added that this is an area that checks are
being strengthened in.

In response to a question from Councillor S Donaldson regarding
procurement and if contracts awarded are published publicly, C Windeatt advised
that checks are in place to make sure these contracts are published. The deadline
for contracts being published publicly is something that should be considered by
Council Officers under reviews of the Audit Plan annually.

Councillor E Drysdale thanked M Wilkie and C Windeatt for their attendance.
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PERTH AND KINROSS COUNCIL
SPECIAL MEETING OF THE AUDIT COMMITTEE
22 JULY 2020

Resolved:
The Interim Management Report and the Audit Status Summary Year Ending
31 March 2020, be noted.

5. INTERNAL AUDIT UPDATE

J Clark, Chief Internal Auditor, Perth and Kinross Council, gave up verbal
update on the work undergone on Internal Audit Activities undertaken throughout the
COVID-19 pandemic and how this has affected planned work for 2020.

COUNCILLOR S DONALDSON TOOK THE ROLE OF CONVENER AT THIS
POINT.

In response to a question from Councillor X McDade regarding more
information on the reassignment of Internal Audit staff during COVID-19 and
assurance around work on the business grant scheme and if advice was still being
offered throughout this period, J Clark advised that the work undertaken in relation to
COVID-19 business grants was undertaken by the Council’s revenue and benefits
service. They have had a great deal of experience in managing applications of this
nature, knowledge on non-domestic rate systems and have a strong awareness of
counter fraud controls.

J Clark added that the work that Internal Auditors have been involved in has
been very varied. To ensure that Internal Audit comply with the work in Internal Audit
Standards, declarations of Interest are carried out regularly to see if there are any
potential impairments in undertaking work. This will continue to be reviewed before
work starts again on any planned Internal Audits. Internal Audit have also worked
with Services such as Education and Children’s Services by giving advice on
changing controls and establishing systems in relation to the payment of free school
meals and other grants. Regarding non-audit work, the team have also been
involved in supporting the COVID-19 risk registrar with Gold Command. There has
been involvement with workforce re-tasking, providing advice and assurance to the
Work Force Management Unit within the Health and Social Care Partnership.

COUNCILLOR E DRYSDALE RESUMED THE ROLE OF CONVENER AT THIS
POINT.

In response to a question from Councillor X McDade regarding Internal Audit’s
confidence that Horsecross Arts will be able to implement recommendations of the
Audit Glasgow review under financial pressures as a result of COVID-19, J Clark
advised that a report was due to go to the April Committee which highlighted the
work Perth and Kinross Council had done in supporting Horsecross in terms of the
action plan as a result of the Audit Glasgow Report. She added that due to recent
circumstances, the action plan will need to be revisited in terms of timescales and to
see if this plan remains valid. She advised the committee that this is seen as a key
risk area and will be taken forward by Internal Audit and other colleagues in 2021.
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PERTH AND KINROSS COUNCIL
SPECIAL MEETING OF THE AUDIT COMMITTEE
22 JULY 2020

Councillor Drysdale thanked J Clark and her team for the work undertaken
and the throughout COVID-19.

6. INTERNAL AUDIT ANNUAL REPORT 2019/20

There was submitted a report by the Chief Internal Auditor (20/120)
presenting the year-end report and audit opinion of the Chief Internal Auditor for
2019/20.

In response to a question from Councillor X McDade regarding whistle
blowing and how long it usually takes to complete an investigation, J Clark advised
these investigations vary and it is made sure that each case is dealt with efficiently.
She added that even though the case in March has still to be completed, the work on
this case is still ongoing and was impacted due to COVID-19. An update will be
brought to the next committee.

Resolved:
Contents of report 20/120 and the Audit Opinion as detailed in section 7 of
Report 20/120, be noted.

et s Pt s Pt et
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PERTH & KINROSS COUNCIL
Audit Committee
16 September 2020
DRAFT AUDITED ANNUAL ACCOUNTS 2019/20 AND
DRAFT ANNUAL AUDIT REPORT TO THE MEMBERS OF
PERTH & KINROSS COUNCIL AND THE CONTROLLER OF AUDIT
FOR THE YEAR ENDED 31 MARCH 2020

Report by the Head of Finance (Report No. 20/162)

PURPOSE OF REPORT

This report presents the Council’s Draft Audited Annual Accounts for financial year
2019/20 in accordance with the Local Authority Accounts (Scotland) Regulations
2014 and includes the Draft Annual Audit Report to the Members of Perth & Kinross
Council and the Controller of Audit for the Year Ended 31 March 2020.

1.1.

1.2

1.3.

1.4.

2.1

2.2

BACKGROUND

The Unaudited Annual Accounts for 2019/20 were submitted to KPMG, the
Council's external auditors on 29 June 2020. In line with legislative
requirements, the Audit Committee considered the 2019/20 Unaudited Annual
Accounts on 22 July 2020 (Report No. 20/118 refers.

The Annual Accounts are prepared in accordance with the 2019/20 CIPFA
Code of Practice on Local Authority Accounting (“the Code”).

These accounts also comply with the Local Authority Accounts (Scotland)
Regulations 2014 which revoked the Local Authority Accounts (Scotland)
Regulations 1985.

The Unaudited Annual Accounts were available for public inspection between
1 July and 21 July 2020 (inclusive). During this period KPMG received no
objections to the draft Unaudited Annual Accounts.

ANNUAL ACCOUNTS 2019/20

The audit of the 2019/20 Annual Accounts took place between July and early
September 2020. The audit considered not only the financial statements but
also areas such as financial performance and corporate governance.

Other than a few presentational adjustments there were no substantive
changes to the 2019/20 Unaudited Annual Accounts that were considered by
the Audit Committee on 22 July. Importantly there were no changes to the
core financial statements within the Annual Accounts.
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2.3

2.4

2.5

3.1

3.2

At this time, the 2019/20 Audited Annual Accounts remain unsigned.
Approval of the Accounts at today’s meeting will provide authorisation for the
Leader of the Council, the Chief Executive and the Head of Finance to sign
them. The Draft Audited Accounts (unsigned) are attached to this report at
Appendix A.

The Head of Finance will also sign the Letter of Representation included at
Appendix B. Once signed, the Accounts and Letter of Representation will be
passed to KPMG so that they may issue their opinion in the form of an audit
certificate.

All signatures will be provided electronically using a system recognised by
Audit Scotland that ensure the signings comply with the legislative
requirements.

Draft Annual Audit Report to the Members of Perth & Kinross Council
and the Controller of Audit for the Year Ended 31 March 2020

The Draft Annual Audit Report to the Members of Perth & Kinross Council and
the Controller of Audit for the year ended 31 March 2020 is set out at
Appendix C (the Draft Audit Report). The Draft Audit Report sets out KPMG’s
opinions and conclusions on the overall audit and their findings to be reported
under ISA260: Report to those Charged with Governance. The Draft Audit
Report also includes the findings in relation to Perth & Kinross Charitable
Trusts which were distributed separately to Trustees.

The key messages from the 2019/20 audit are set out in the Audit
Conclusions on page 5 of Appendix C and are summarised as follows:

Audit Opinion

o KPMG expect to issue an unqualified opinion on the truth and fairness
of the state of the Council’s affairs as at 31 March 2020.

Financial Reporting Framework, Legislation and Other Reporting
Requirements

e The Annual Accounts have been prepared in accordance with the
relevant accounting standards and legislation.

Annual Accounts Preparation and Audit Readiness

e The Accounts were provided to KPMG on 29 June 2019. The
Council’s finance team continued to perform well in its delivery of high-

quality annual accounts, particularly considering the operational impact
of Covid-19

Statutory Reports

e There are no circumstances to notify the Controller of Audit that
indicate a statutory report may be required
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3.3

3.4

41

4.2

Other Communications

e There were no significant difficulties during the audit. There were no
other significant matters that were discussed, or subject to
correspondence with management that have not been included in the
report.

Audit Misstatements
e No audit misstatements were identified.

Written Representations

e The letter of representation does not include any additional
representations to those that are standard as part of the audit.

KPMG also recognised the contribution of officers from across the Council in
the delivery of the Annual Accounts during these exceptional times with no
misstatements in line with normal timeframes as a “significant achievement”.

It is anticipated that the final 2019/20 Annual Audit Report to the Members of
Perth & Kinross Council and the Controller of Audit for the year ended 31
March 2020 will be issued by KPMG following completion of the final accounts
process. It is anticipated that the final Report and the signed Audited Annual
Accounts for 2019/20 will be considered by the Council on 7 October 2020.

CONCLUSION AND RECOMMENDATIONS

KPMG'’s findings on the 2019/20 Audit are set out in the Draft Annual Audit
Report to the Members of Perth & Kinross Council and the Controller of Audit
for the year ended 31 March 2020 which is attached Appendix C to this report.

It is recommended that the Committee:

i.  Note the contents of KPMG’s Draft Annual Audit Report to the
Members of Perth & Kinross Council and the Controller of Audit for the
year ended 31 March 2020.

ii. Approve the 2019/20 Audited Annual Accounts and authorise the
Leader of the Council, the Chief Executive and the Head of Finance to
sign them and also authorise the Head of Finance to sign the Letter of
Representation.

Author(s)

Name

Designation Contact Details

Scott Walker Chief Accountant chfinance@pkc.gov.uk

Alison

O’Brien Corporate Accounting
Manager
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Approved

Name

Designation

Date

Stewart Mackenzie

Head of Finance

9 September 2020

Karen Donaldson

Interim Chief Operating
Officer
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ANNEX
1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND COMMUNICATION

Strategic Implications Yes / None
Community Plan / Single Outcome Agreement None
Corporate Plan Yes
Resource Implications

Financial Yes
Workforce Yes
Asset Management (land, property, IST) Yes
Assessments

Equality Impact Assessment Yes
Strategic Environmental Assessment Yes
Sustainability (community, economic, environmental) Yes
Legal and Governance None
Risk None
Consultation

Internal Yes
External None
Communication

Communications Plan None

1. Strategic Implications

1.1. Corporate Plan

1.1.1. The Council’'s Corporate Plan 2018 — 2023 lays out five outcome focussed
strategic objectives which provide clear strategic direction, inform decisions at
a corporate and service level and shape resources allocation. They are as
follows:

(i) Giving every child the best start in life;
(i) Developing educated, responsible and informed citizens;
(iii) Promoting a prosperous, inclusive and sustainable economy;
(iv) Supporting people to lead independent, healthy and active lives; and
(v) Creating a safe and sustainable place for future generations.
1.1.2 This report relates to all of these objectives.
2. Resource Implications
2.1. Financial

2.1.1. There are no direct financial implications arising from this report other than
those reported within the body of the main report.

2.2. Workforce

2.2.1. There are no direct workforce implications arising from this report other than
those reported within the body of the main report.
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2.3.

2.3.1.

Asset Management (land, property, IT)

There are no direct asset management implications arising from this report
other than those reported within the body of the main report.

3. Assessments

3.1.

3.1.1.

3.1.2.

3.2

3.2.1

3.2.2

3.3

3.3.1

3.3.2

4.1

411

Equality Impact Assessment

Under the Equality Act 2010, the Council is required to eliminate
discrimination, advance equality of opportunity, and foster good relations
between equality groups. Carrying out Equality Impact Assessments for plans
and policies allows the Council to demonstrate that it is meeting these duties.

The information contained within this report has been considered under the
Corporate Equalities Impact Assessment process (EqlA) and has been
assessed as not relevant for the purposes of EqlA.

Strateqic Environmental Assessment

The Environmental Assessment (Scotland) Act 2005 places a duty on the
Council to identify and assess the environmental consequences of its
proposals.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Sustainability

Under the provisions of the Local Government in Scotland Act 2003 the
Council has to discharge its duties in a way which contributes to the
achievement of sustainable development. In terms of the Climate Change Act,
the Council has a general duty to demonstrate its commitment to sustainability
and the community, environmental and economic impacts of its actions.

The information contained within this report has been considered under the
Act. However, no action is required as the Act does not apply to the matters
presented in this report.

Consultation

Internal

The Chief Executive and all Executive Directors have been consulted in the
preparation of this report.
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2.1

BACKGROUND PAPERS

No background papers, as defined by Section 50D of the Local Government
(Scotland) Act 1973 (other than any containing confidential or exempt
information) were relied on to any material extent in preparing the above
report.

APPENDICES

Appendix A — 2019/20 Audited Annual Accounts (unsigned)

Appendix B — Draft letter of representation (unsigned)

Appendix C — Draft Annual Audit Report to the Members of Perth & Kinross

Council and the Controller of Audit for the year ended 31 March
2020
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MANAGEMENT COMMENTARY
1. Introduction

This publication contains the financial statements of Perth & Kinross Council and its group for the year ended 31 March
2020.

This management commentary outlines the key messages in relation to financial planning and performance for the year
2019/20 and how this has supported delivery of the Council’s strategic objectives. This commentary also looks forward,
outlining the future financial plans for the organisation and the challenges and risks which it will face as it strives to meet
the needs of the people of Perth and Kinross.

A glossary of terms is set out from page 101.
2. Our Vision and Strategic Objectives

The Council is situated in a central location in Scotland. It covers a geographical area of around 5,286 km2 and has an
estimated population of 151,950. Over the 10 years (2008-2018), the area has experienced a 5.7% increase in its population.
During the same time period the Scottish population experienced an increase of 4.5%. The latest population projections over
the next 10 years show a 1% increase compared to 1.8% across Scotland.

The Council’s vision is to create a confident, ambitious and fairer Perth and Kinross, for all those who live and work here.
Through its five strategic objectives, set out within the Community Plan (Local Outcomes Improvement Plan) 2017-27
and Corporate Plan 2018-2022, the Council aims to maximise the opportunities available to our citizens to achieve their
potential. At the heart of the vision is a desire to see investment in early intervention and prevention focused on building
success and reducing the costs of failure.

The five Strategic Objectives which support the delivery of the Council’s vision are:

Giving every child the best start in life

Developing educated, responsible and informed citizens
Promoting a prosperous, inclusive and sustainable economy
Supporting people to lead independent, healthy and active lives
Creating a safe and sustainable place for future generations

The Corporate Plan does not stand alone. Rather, it forms
part of a robust strategic framework that connects the
vision of the Council and its partners to the detailed plans
that guide the delivery of our services.

This framework ensures that all Council plans and
strategies are driven by and focused towards the delivery
of a single shared vision for the area and our services
connecting everything we do by a “golden thread” leading
from the Community Plan, to individual Services’ Business
Management and Improvement Plans, through to day to
day service delivery by our people.

The recommendations of the Perth and Kinross Fairness Commission, which were endorsed by the Council in 2017,
created a specific and collective focus on tackling the causes and consequences of poverty and inequality across the
area and are still being progressed. The Council’'s commitment remains with the allocation of funding in the 2020/21
Revenue Budget approved in March 2020.

3. The Annual Accounts 2019/20

The Annual Accounts report the financial performance of the Council. Their main purpose is to demonstrate the
stewardship of public funds which have been entrusted to it for the delivery of the Council’s vision and strategic
objectives. The requirements governing the format and content of the Council’s Annual Accounts are contained in the
Code of Practice on Local Authority Accounting in the United Kingdom 2019/20 (the 2019 Code). The 2019/20 Annual
Accounts have been prepared in accordance with this Code.

4. The Financial Plan

To support the delivery of the strategic objectives during 2019/20, Perth & Kinross Council approved a balanced gross
revenue budget of £451.369m for the General Fund (February 2019) and £29.602m for the Housing Revenue Account
(January 2019). As part of its consistent approach to longer term financial planning, the Council has in place a Medium
Term Financial Plan and Final Revenue Budget for 2020/21 and Provisional Revenue Budgets for 2021/22 and 2022/23.
The HRA Budget was also updated in January 2020.

Councils need to account for their spending and income in a way which complies with our legislative requirements. Most
day to day spending and income is recorded within the General Fund and the costs and income in relation to the
management of our housing stock are recorded within the Housing Revenue Account.
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Key to the delivery of Council Services is investment in the assets which are used to deliver these services (including
schools, houses and infrastructure) and the utilisation of capital funding to stimulate development and regeneration in
local areas. In 2019/20 the Council budgeted for capital investment of £74.071m on General Fund activities and
£12.555m in respect of the Housing Revenue Account. This expenditure is funded from prudential borrowing,
government grants, external funding, capital receipts, revenue contributions and earmarked reserves. The Council plans
to consider a new 10 year Composite Capital Budget for 2020/21 to 2029/30 at its meeting on 30 September 2020.

5. Performance Management

Delivery of services and improvement across the Council is managed within a well-established performance framework. This
supports the delivery of our strategic objectives by making clear connections between our strategic vision, values and aims
through to operational delivery of services. Annual reports as well as six monthly updates are produced by each Service which
detail the achievements contributing towards the delivery of priorities as well as identifying areas for improvement. The Scrutiny
Committee also provides further assurance on the performance and effectiveness across all of the Council’'s work.

Throughout the organisation, performance is routinely managed and reported within teams, Senior Management Teams,
Corporate Management Team, Executive Officer Team as well as elected members and the wider public.

The Council has a statutory duty to publish performance information for comparison and benchmarking purposes to our citizens
and communities. We do this through the annual report to Council and the Scrutiny Committee on the Local Government
Benchmarking Framework and PKC Performs which is kept up to date on our website. We also publish an Annual Performance
Report and are currently working towards making this more accessible, while ensuring that it is a balanced view of how well the
Council is performing.

In addition, recognising that we need to do more to ensure that there is a more comprehensive understanding of how well the
Council is doing, we will develop our approach further through the Perth and Kinross Offer as further detailed on page 10.

2019/20 Performance Summary

It is anticipated that the Council’s Annual Performance Report will be considered by in due course providing comprehensive
information on the Council’s performance for 2019/20. The full range of performance information for 2019/20 will be available
online. This includes the Council’s Annual Performance Report, the online performance dashboard “PK Performs”, Service level
performance reports, benchmarking and links to further information. The website is updated with performance reports and data
as it becomes available.

For 2019/20 a selection of performance outcomes are set out in the following table:

Objective Qutcome

Giving every e During 2019/20, we established the Primary Raising Attainment and Inclusion, Supporting Education
child the best (PRAISE) Team. The PRAISE team helps to support children who are looked after at home to be
start in life able to fully participate and achieve within the school setting.

e The REACH team continues to provide intensive, coordinated and flexible support for young people
with multiple complex needs and their families, within their own homes and communities. This has
helped to reduce the number of young people accommodated away from home in a residential
setting from 22 in 2017 to 10 in 2020, a level which has been maintained for the last two years.

e Bertha Park High School build was successfully completed in July 2019 within the allocated budget
of £32.5m and is Scotland’s newest secondary school and the first in 20 years in Scotland. It was
short listed under “Best Project” in the Education Buildings Scotland Awards, and received the
award for Technology: Transforming Learning, Teaching and the Curriculum.

¢ A wide range of organisations have engaged in development of the Perth and Kinross Play
Framework and Action Plan, which promotes and highlights the importance of play in the health,
wellbeing, learning and development of children.

e Teacher professional judgements of achievement of Curriculum for Excellence levels, in literacy and
numeracy show that writing and numeracy levels remain generally lower than for reading and
listening and talking, especially for P4 and P7, and the deprivation-related gaps more persistent,
highlighting ongoing priorities for the strategies that have been established for those areas.

e Some recent decreases in inspection evaluations for Early Years services can be linked to higher
expectations from Care Inspectorate inspections and the introduction of the National Standard for
Early Learning and Childcare. This has been recognised in the Service’s own quality assurance of
establishments, with the intention of improving performance in this area.

Objective Qutcome

Developing e There is steady, long-term progress in literacy and numeracy at P1, P4, P7 and S3, based on
educated, teacher judgements of Curriculum for Excellence (CfE) levels, with consistent improvements.
responsible
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and informed
citizens

Attainment results for school leavers also show steady improvement, with the proportion of school
leavers attaining both Literacy and Numeracy at SCQF Level 4 (or above) increasing from 79% in
2014 to 89% in 2019.

For the fifth year in a row, results show that Perth & Kinross (93.4%) remains higher than the
national average (91.6%) overall, as well as in each individual age group, for the proportion of 16-
19-year-olds participating in education, training or employment.

Results from Education Scotland’s inspections show that Perth and Kinross consistently out
performs both our comparator group of local authorities and the Scotland average across both the
Primary and pre-school sectors. With 78% of all Quality Indicators inspected over the last four years
being rated as Good or better, compared to only around 60% nationally.

Objective

Outcome

Promoting a
prosperous,
sustainable
and inclusive
economy

Over the past year, Business Gateway supported 262 business start-ups and 25 early stage growth
companies. Business Gateway ran 41 start-up workshops and 12 existing business workshops. 42
businesses were referred to Scottish Enterprise and accessed the Growth Advisory Service/Growth
Pipeline. A 2-week rural roadshow (masterclasses, networking, 1tol drop-in sessions) was
organised engaging with over 135 people/businesses.

On 26 February 2020, the Perth Creative Exchange was opened. A £4.5m major regeneration
project which will support the business start-up and growth in the Creative Industries. The facility
will provide the home for the Creative Business Accelerator, part of the Famous Grouse Ideas
Centre. The Accelerator supported over 25 aspiring entrepreneurs and helped them to start their
businesses.

We have launched New Market Development Grant and supported 13 businesses to access new
markets

Since 28 March we have provided COVID emergency response and provided over £33m to over
3,300 businesses as well as tailored advice and support.

Although unemployment across Perth and Kinross remains low, there are still many workless
households, or households where income levels are too low. A total of 83 new registrations, 294
active caseload clients supported with Employability skills and 94 people were assisted into work
through the Employment Connections Hub.

With a focus on assisting clients with extensive barriers, the local No One Left Behind provision
produced excellent initial results of 105 new clients, 27 moving into educational outcomes, 26 job
outcomes and 13 young people into Modern Apprenticeships and 15 targeted Training Allowances
were achieved.

Employability Pipeline have supported 153 individuals with employability skills through third sector
and in-house delivery. Poverty and Social Inclusion have supported 70 individuals with money/debt
management skills delivered by Perth Citizens Advice Bureau.

We have funded job creation initiative for rural businesses and we reached and exceed our first year
targets to aid in the creation of 25 new posts for rurally based young residents.

The Perth and Kinross Winter Festival is now a major highlight of Scotland’s events calendar, and
the 2019/20 programme was no exception with the Christmas Lights switch-on event alone
generating an estimated £2.2 million of net additional expenditure. In addition, the Riverside Light
Nights programme was further developed and generated net additional expenditure in excess of
£330,000.

A key focus in relation to tourism development was the focus on internationalisation and travel trade
engagement, working with regional and national partners and local industry in a range of exhibitions,
workshops and hosted visits. This included participation in VisitScotland Expo in April 2019 with 8
local businesses and securing 400 appointments with UK and international buyers and hosting the
UK Inbound Discover Scotland’s Tay Country event in September 2019 with 25 UK and international
buyers visiting the region and with over 30 local businesses participating in workshop and hosted
familiarisation visits.

Objective

Outcome

Supporting
people to
lead
independent,
healthy and
active lives

The target for delivering new affordable homes for people in Perth and Kinross has been met one
year early. Perth & Kinross Council, Hillcrest Homes, Kingdom Housing Association, Caledonia
Housing Association, and Fairfield Housing Co-operative have all worked together to exceed our
2016-2021 Local Housing Strategy target of delivering 750 additional affordable homes.

During 2019-20 Perth & Kinross Council and our partners delivered a record number of 320
affordable homes which has resulted in a total delivery of 839 affordable homes since 2016-17.
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Home First continues to be successful and its sector leading approach is improving outcomes and
reducing the stigma, experience and duration of homelessness for many households.

Working with a range of partners, a number of audits were undertaken across Perth & Kinross to
assess the overall quality of the accessibility and walkability of local streets. It identify opportunities
to improve the local walking environment and enable and encourage people of all ages and abilities
to walk for every day journeys.

For further information about the Health and Social Care Partnership, please see the Perth and
Kinross Integration Joint Board Annual Accounts 2019/20 (Un-audited)

generations

Objective Outcome

Creating a e The second Perth & Kinross Local Development Plan was adopted in November 2019 following
safe and examination by the Scottish Ministers. The Plan sets a framework for the sustainable growth of
sustainable Perth and Kinross to 2029.

place for

future e The Council prepared an approved its “Net Zero Perth & Kinross” an Interim Climate Emergency

Report and Action Plan and we have secured external funding to develop key Clean Growth
projects: Low Carbon Transport Hub and Perth Smart Energy Networks. For 2019/20 we installed 8
public electric vehicle charging points across Perth and Kinross and 3 chargers at council depots for
fleet vehicles.

Four play areas have been created or upgraded through a total investment of £220,000 in Coupar
Angus, Glenfarg, Longforgan and Powmill Park.

Community Greenspace have facilitated over 1,000 events on public greenspaces throughout Perth
and Kinross, a large number of which were free to, or provided for, children.

A record investment of just over £21m was claimed during 2019/20 through the Affordable Housing
Supply Programme. This was an additional £3.6m over Perth & Kinross Council’s allocated subsidy
which assisted in the delivering additional good quality, energy efficient, affordable homes in areas
where additional housing is in high demand.

We now have 6 social workers and 3 senior practitioners trained in assessment and delivery of the
Caledonian System and the Respect programme to combat domestic abuse through the
rehabilitation of male offenders.

The Food Safety team achieved the Customer Service Excellence standard for the 21st year in a
row, demonstrating the continued dedication of the team to delivering the highest standards of
customer focus and public protection.

6. Financial Performance

Financial performance is part of the Council’'s performance management culture with regular reporting to the Strategic
Policy and Resources Committee. This section summarises the main elements for 2019/20.

Following publication in 2015 of CIPFA'’s Telling the Story Review of the Presentation of Local Authority Financial
Statements, the 2016 Code changed the segmental reporting arrangements for the Comprehensive Income and
Expenditure Statement and introduced the Expenditure and Funding Analysis. The Expenditure and Funding Analysis
brings local authority performance reported on the basis of expenditure measured under proper accounting practices
together with statutorily defined charges to the General Fund and Housing Revenue Account. Both the Comprehensive
Income and Expenditure Statement and the Expenditure and Funding Analysis include a segmental analysis which
requires local authorities to report performance on the basis of how they are structured and how they operate, monitor
and manage financial performance.

The 2019 Code requires that Authorities present the segmental analysis on the basis of the organisational structure
under which they operate. Additionally, the 2019 Code requires that if a local authority changes the presentation or
classification of items in its financial statements, the authority shall reclassify comparative amounts unless
reclassification is impracticable.

Although the Expenditure and Funding Analysis reflects the main variances, for operational reporting the Council’s
Comprehensive Income and Expenditure reflects proper accounting practice. The Comprehensive Income and
Expenditure Statement movements are not directly comparable with the movements in the Expenditure and Funding

analysis.

a) General Fund Revenue Expenditure for 2019/20

In 2019/20 the Council incurred actual net expenditure on Services of £361.955m (which is the Cost of Services
disclosed in the Comprehensive Income and Expenditure Statement on page 23). When Taxation and Non-Specific
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Grant Income, Financing and Investment Income and Expenditure and Other Operating Income and Expenditure are
included there was a net Deficit on the Provision of Services of £3.204m.

The Expenditure and Funding Analysis information on pages 39 and 40 sets out adjustments between the net Deficit on
the Provision of Services of £3.204m included in the Comprehensive Income and Expenditure Statement and the net
expenditure (surplus) charged to the General Fund & HRA in the table below of £2.886m. The adjustments of £6.090m
represent the difference between the net expenditure of the Council that is chargeable to taxation and rents and the
figures reported in the Comprehensive Income and Expenditure Account. The surplus in the Expenditure and Funding
Analysis is set out in the way in which the Council organises itself and manages and reports on financial performance.

The following table sets out adjustments to the most recently approved Revenue Budget to ensure that budget and
actual figures are comparable. These include the Public Finance Initiative, external income and capital accounting
adjustments. On a comparable basis the table shows a net under spend of £13.919m which is explained in further detail.

Net Expend.
Updated Charged to the
Budget Per General Fund &
Revenue Capital HRA Balances per
Monitoring Accounting Revised Expend. & Funding
Report No.4  Virements Adjustments Budget Analysis  Variance
£'000 £'000 £'000 £'000 £'000 £'000
SERVICES
Education & Children's Services 188,668 (9,928) (12,075) 166,665 157,763 (8,902)
Health & Social Care 55,301 71 0 55,372 56,611 1,239
Housing & Environment 67,787 (1,341) (5,824) 60,622 56,585 (4,037)
Corporate & Democratic Services 31,397 (1,507) 0 29,890 29,459 (431)
Housing Revenue Account 0 (8,072) 0 (8,072) (8,072) 0
Valuation Joint Board 1,248 0 0 1,248 1,248 0
Non Distributed Costs 1,595 0 0 1,595 1,553 (42)
NET COST OF SERVICES 345,996 (20,777) (17,899) 307,320 295,147 (12,173)
Taxation & Non-Specific Grant (346,705) 11,698 0 (335,007) (335,782) (775)
Finance / Investment / Other 11,006 9,079 17,899 37,984 37,749 (235)
Use of General Fund per
Comprehensive Income &
Expenditure Statement 10,297 0 0 10,297 (2,886) (13,183)
Contibutions from other Reserves 1,767 0 0 1,767 1,031 (736)
Use of General Fund Balances 12,064 0 0 12,064 (1,855) (13,919)

The under spend on the net cost of Services of £13.919m is comparable with the revenue monitoring positions that have
regularly been presented to the Strategic Policy and Resources Committee throughout the financial year. Report 4 was
not presented to Committee due to COVID 19. The adjustments are reflected in the budget column above. These
included new additional Revenue support grant funding of £0.041m, minor virements and a net transfer from services to
earmarked reserves of £1.053m which included £0.2m for the Perth & Kinross Offer and £0.83m from capitalising IT
expenditure to contribute to the 2020/21 revenue budget. The following section provides a more detailed explanation of
the final year end outturns.

Education & Children’s Services delivered an under spend of £8.9m. The main reasons for this are -

¢ Inrespect of the Devolved School Management (DSM) Scheme there was an under spend (£1.2m) reflecting savings
on staff costs (teachers and support staff) (£0.7m) and property costs, supplies & services (educational materials)
additional income (£0.5m). These resources will be carried forward by schools into 2020/21.

e In 2019/20 schools were awarded Pupil Equity Funding direct from the Scottish Government to contribute towards
raising attainment (£1.7m). Expenditure from this Fund is incurred by academic year rather than financial year. On
that basis the under spend (£0.7m) has been earmarked within Reserves to be utilised by schools in 2020/21.

e Interms of non-DSM budgets there were further over and under spends as follows:

o Staff under spends were delivered across the whole Service (£1.7m). This reflected the receipt of funding late in
the financial year and ongoing recruitment issues in certain professions.
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o There was an under spend on property costs (£0.6m) due to a savings on maintenance and a non-domestic
rates refund.

o Under spends on supplies and services (£1.2m) due to the rephasing of a number of initiatives including the
Digital Learning Strategy, the School Estate Review, Wider Achievement and Young Carers. In addition,
resources towards the opening of Bertha Park High School will be returned to earmarked Reserves and drawn
down as new year groups join the school.

o The Council received funding towards the expansion of early years in advance of when the expenditure would
be incurred (£3.0m). This funding will be carried forward in an earmarked Reserves and drawn down when
required.

o Other net over and under spends across the Service provided further net savings including third party payments
and income partially offset by home to school transport (£0.5m).

Health and Social Care over spent by around £1.2m in 2019/20. The Strategic Policy & Resources Committee was provided
with regular updates on the projected outturn for Social Care. The impact of this final over spend is a reduction in the Council’s
Reserves. The main reasons for this were:

o Within the Health & Social Care Partnership there was an over spend (£1.6m) due to continued pressure on this area of
service delivery.
¢ In non-delegated areas of social care there was an under spend of (£0.4m).

Housing & Environment delivered an under spend of £4.0m, which is made up of over and under spends as follows -

e Within Roads there was an over spend (£0.3m). This was due, in the main, to an over spend on winter maintenance
and public transport partially offset by an underspend within flooding.

e Planning & Development’s under spend (£0.7m) was primarily the result of a rephasing of expenditure in relation to
several economic development initiatives including the community and business placemaking fund and micro
business fund as well as additional income from planning applications and building warrants. This was partially offset
by an over spend on events.

e Property delivered a net under spend (£0.8m) due to savings across a number of functions. There were savings on
energy consumption and staff costs partially offset by the non achievement of professional fees.

e In Housing there was a net under spend (£0.5m) from across the function including planning and commissioning and
a rephasing of grant funded initiatives.

e Across the Service, several targets were not met (£1.0m) relating to staff slippage, procurement savings and the
property asset management review.

e Additional income was received during 2019/20 that ultimately impacted on several earmarked Reserves (£2.7m).
Specifically, Developer Contributions, Car Parking and Revenue Grants.

Corporate & Democratic Services contributed an under spend of £0.4m from savings on staff costs as well as
additional income.

In addition Taxation and Non-Specific Grant achieved additional income (£0.8m) and Finance / Investment & Other
delivered an under spend of (£0.2m) following receipt of the Council’s share of Tayside Contracts surplus in excess of
budget.

General Fund and Housing Revenue Account Balances increased by £1.855m to £50.296m in line with the budget
adjustments approved throughout the year by the Strategic Policy and Resources Committee and following the
application of final outturns. When the Housing Revenue Account Balance of £1,000,000 and the earmarked Reserves
of £36.375m that are set out on page 42 are excluded this leaves an uncommitted General Fund Balance of £12.921m or
3.7% of the net 2020/21 Revenue Budget.

b) Composite Capital Budget and Housing Revenue Account Investment Programme 2019/20

A summary of the Council’s capital expenditure is reflected within Note 35 to the Core Financial Statements on page 65. Total
gross capital expenditure in 2019/20 was £77.695m, comprising £25.496m on the Council’'s Housing Revenue Account (HRA)
and £52.199m on the Council’'s Composite (General Fund) Programme. A further £33.047m was incurred under a DBFM
contract for Bertha Park Secondary School. The Council’s gross expenditure includes:

e £13.327m on School Upgrades, including various new projects under the Early Learning & Childcare programme, and
a further £0.812m on the development of the replacement of Perth High School.

e £18.566m on Roads & Transport projects, including Structural Maintenance, Road Safety measures, Perth Transport
Futures and the completion of the A9/A85 Upgrade project.

e £20.306m on other works, including Flood Protection measures (£1.195m); the Creative Exchange (£1.908m);
Placemaking Projects (£2.128m); Cultural attractions (£0.5m); and property & infrastructure upgrades (£5.299m). The
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balance of £9.276m relates to expenditure on various waste initiatives, greenspace, property, equipment, vehicles and
IT-related works.

e £25.496m on the HRA including Affordable Housing New Builds & Buy Backs (£15.238m), Central Heating, Double
Glazing and Energy Efficiency Schemes (£5.39m), Kitchen & Bathroom Upgrades (£0.952m) and External Works
(£2.886m).

Capital expenditure is funded by borrowing, asset sales, grants, other capital receipts, and Revenue Budget
contributions. The Capital Financing Requirement (CFR, ie, the underlying requirement to borrow for capital purposes) as
at 31 March 2020 was £583.662m. Actual capital debt was £678.415m, comprising long-term borrowing (£541.228m)
and a PPP liability (£137.187m). The ratio of borrowing to the CFR for 2019/20 has increased to 115.5% (2018/19
91.1%). During the year the CFR increased by £43.397m, reflecting the capital expenditure above, the adoption of the
new high school at Bertha Park, less capital receipts, grants and contributions and principal loan repayments.

¢) General Fund Reserves

As at 31 March 2020 the Council had uncommitted General Fund balances of £12.921m which represented 3.7% of the
Council’s 2020/21 Revenue Budget approved in March 2020. Council policy, as set out in the Reserves Strategy
approved by Council on 6 March 2020, is to retain uncommitted reserves of between 2% and 4% of net revenue
expenditure over the medium term and it is not currently considered imprudent to maintain uncommitted Reserves above
4%. The Council’s Reserves Strategy will continue to be reviewed, particularly as the level of total Reserves is expected
to reduce due to the delivery of commitments over the next few years. Full details of the Council’'s General Fund
Reserves are shown on page 22 and page 62 of the Financial Statements, along with information on future
commitments.

The Reserves position is summarised as follows:

£000 £000
General Fund (49,296) | Revaluation Reserve (267,918)
Housing Revenue Account (1,000) | Capital Adjustments Account (346,950)
Capital Fund (31,640) | Financial Instruments Adjustment Account 19,101
Insurance Fund (2,970) | Pensions Reserve 121,432
Capital statutory funds (2,648) | Employee Statutory Adjustment Account 6,403
Capital Grants Unapplied (2,189) | TOTAL UNUSABLE RESERVES (467,932)
TOTAL USABLE RESERVES (89,743) | TOTAL RESERVES (557,675)

The Balance Sheet

The Balance Sheet on page 24 summarises the Council’s assets and liabilities as at 31 March 2020 and explanatory
notes are provided from page 27. Total net assets have increased by £12.908m to £557.675m. Long Term Assets
increased by £57.018m, current assets increased by £159.205m, current liabilities increased by £10.623m and long term
liabilities increased by £192.692m. The major changes in the Council’'s Balance Sheet between 31 March 2019 and 31
March 2020 are explained in more detail in the following paragraphs.

Long Term Assets

The value of Property, Plant and Equipment increased by £57.460m primarily due to the continuation of the major capital
investment being undertaken by the Council described above.

Current Assets

The level of Short Term Investments increased by £114.078m following new long-term borrowing throughout the year.
There was also an increase of £45.108m in the level of Cash or Cash Equivalents as a result of a large proportion of
short term cash flow surpluses being placed in instant access or short term deposit facilities due to liquidity requirements.

Current Liabilities

Short Term Borrowing increased by £10.599m as a result of anticipated cashflow requirements over the year end period
at favourable interest rates.

Long Term Liabilities

Other Long Term Liabilities increased by £30.352m primarily due to an increase in liability for public private partnerships
of £27.962m, with a new asset created; and movements in the net pension liability of £2.890m. Also within Long Term
Liabilities is an increase in Long Term Borrowing of £162.458m, reflecting the new borrowing undertaken to fund Capital
expenditure in 2019/20 and future years.

The Council’'s annual Treasury Management Strategy outlines the Council’s policy in relation to borrowing and
investment. This is prepared in accordance with the Code of Practice on Treasury Management in Local Authorities. The
majority of the Council’s borrowing comes from the Public Works Loan Board and market loans. Further details are
provided at Note 39.
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Pensions Reserve

International Accounting Standard 19 Revised (IAS19R) requires the disclosure of the Council’s share of Tayside
Pension Fund’s assets and liabilities, both current and future. The information disclosed in the accounts is provided to
the Council by the Pension Fund’s actuaries following the tri-annual valuation of the Fund. The position at 31 March 2020
indicates a net liability of £121.432m compared to a net pension liability of £118.542m on 31 March 2019 due to changes
in the assumptions. This liability is based on a snapshot valuation at 31 March 2020 and is a result of prevailing market
conditions at that date. Triennial valuations of the Fund are carried out with the last valuation having taken place at 31
March 2017. Employer’s contributions are currently 17% of pensionable pay. For more information see Note 18.

Provisions, Contingencies and Write Offs

The Council made provision for a number of eventualities which may have an effect on the financial position of the
Council. The reasons for the provisions are outlined in Note 30 on page 61.

There were a number of write-offs of debt and stock during the year which were approved by the Chief Executive on 24
June 2020 — Authority to Write Off Debts and Obsolete Stock — June 2020.

d) Accounting Ratios

The following financial indicators have been developed to provide an indication of the sustainability and affordability of
the Council’s financial plans.

FINANCIAL INDICATOR 2019/20 2018/19 PURPOSE

Uncommitted General Fund
Reserve as a proportion of
Annual Budgeted Net
Expenditure

Reflects the level of funding available to manage
3.7% 3.6% financial risk / unplanned expenditure.

Movement in the Uncommitted Reflects the extent to which the Council has

£1.855m £0.566m increased its Uncommitted General Fund
General Fund Balance
Reserve.
Council Tax — In Year Demonstrates the Council’s effectiveness in
. 97.1% 97.9% collecting council tax debt.
Collection Rate
Ratio of Council Tax Income to This reflects the Council’s capacity to vary
. 0, 0,
Overall Level of Funding 23.4% 21.8% expenditure by raising Council Tax Income.

Capital Financing Requirement | £583.662m £540.265m Measurement of requirement to borrow for capital

purposes.
External Debt Levels £678.415m £492.860m | Actual borrowing for capital investment purposes.
Capltal Financing Requirement 115.5% 91 1% Measurement qf prudence. in rele}tlon tq borrowing
Ratio levels — borrowing only to invest in capital.

Ratio of Financing Costs to Measurement of the Council’s ability to fund
6.5% 6.1% .
Net Revenue Stream borrowing costs.

e) Financial Statements
The primary financial statements presented within the Annual Accounts are as follows:

e The Movement in Reserves Statement reports movements on the different Reserves held by the Council analysed into
Usable Reserves (i.e. those that can be applied to fund expenditure or reduce local taxation) and Unusable Reserves.

e The Comprehensive Income and Expenditure Statement reports the accounting cost of providing services in
accordance with generally accepted accounting practices, rather than the amount to be funded from taxation.
Councils raise taxation to cover expenditure in accordance with regulations which may be different from the
accounting cost. The taxation position is shown in the Movement in Reserves Statement.

e The Balance Sheet brings together all the assets and liabilities of the Council. It is a statement of the resources of the
Council and the means by which they have been financed. It is also a report on the Council’s financial position at a
particular point in time and represents a snapshot of its financial affairs at the close of the year expressed in accounting
terms.

e The Cash Flow Statement summarises the inflows and outflows of cash and cash equivalents arising from
transactions with third parties on both day to day revenue transactions and capital activities. Cash is defined for the
purpose of this statement as cash in hand and deposits repayable on demand less overdrafts repayable on demand.
Cash equivalents are investments that mature in three months or less from the date of acquisition and that are readily
convertible to known amounts of cash with an insignificant risk of change in value.
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The Code also requires the following to be included within the Annual Accounts:

e The Statement of Responsibilities for the Annual Accounts explains the responsibilities of the Council and of the
Head of Finance as they relate to the Annual Accounts.

e The Notes to the Financial Statements provide further information on the above financial statements.

e The Notes include an Expenditure and Funding Analysis which compares the net expenditure that is chargeable to
taxation and rents and reconciles it to the Comprehensive Income and Expenditure Account. The service analysis for
both the Expenditure and Funding Analysis and the Comprehensive Income and Expenditure Statement are now
both provided in the way in which the Council organises itself and manages financial performance.

e The Annual Governance Statement explains how the Council has complied with the Chartered Institute of Public
Finance and Accountancy (CIPFA) / Society of Local Authority Chief Executives (SOLACE) standard for good
corporate governance and meets the requirements of relevant legislation and current good practice.

e The Remuneration Report provides details of the Council’'s remuneration of its senior councillors and senior officers
with regard to salary, taxable expenses and pension benefits and states how remuneration arrangements are
managed. The report also provides information on exit packages agreed by the Council during the financial year.

Supplementary Financial Statements

The supplementary financial statements are as follows:

e The Housing Revenue Account shows the major elements of housing revenue account expenditure and how these
are funded by rents and other income.

e The Council Tax Income Account reports the gross and net income from Council Tax, together with details of the
number of properties on which Council Tax is levied, and the charge per property.

e The Non-Domestic Rates Income Account shows the gross and net income from non-domestic rates and details
the amount payable to the national non domestic pool, and resulting net income for the financial year to the Council
that is shown in the Comprehensive Income and Expenditure Statement.

e The Charitable Trusts statement includes the summary Income and Expenditure Account and Balance Sheet of
those Charitable Trusts and Endowments administered by the Council.

e The Common Good statement includes the summary Income and Expenditure Account and Balance Sheet for the
Common Good Funds administered by the Council.

e The Group Accounts incorporate the share of the Council’s Managed Funds, Subsidiaries and Associates into the
Group Movement in Reserves Statement, Group Comprehensive Income and Expenditure Statement, Group Balance
Sheet, Group Cash Flow Statement and include the Reconciliation of the Single Entity (Council) Surplus or Deficit for
the year to the Group Surplus or Deficit.

7. Financial Outlook, Risks and Plans for the Future

COVID-19 is a worldwide pandemic, which has affected every single person in one way or another. The Scottish and UK
Governments’ guidance with regard to responding to the Pandemic, including the imposed lockdown measures has also had an
impact on all citizens, whether they are a business owner, an employee, a consumer, a carer, a parent or a child.

The collapse in economic activity has been very sudden. Scottish Gross Domestic Product is predicted to fall by 33% during
the period of social distancing; while unemployment is predicted to rise significantly. At a global level, the financial markets are
trading at their lowest levels since the 2008/09 financial crisis; oil price has plummeted to an 18-year low, and there has been a
significant contraction in both business activity and consumer confidence, and in addition planned investment is predicted to be
adversely affected.

The jobs market in Scotland contracted sharply between March and April with a rise in unemployment of more than 74,000
(+67%); and locally within Perth and Kinross there was an increase (from a very low base) of 1,740 to 3,600 (a 94% rise).
These figures should be read with a note of caution as they only account for a one-month period. However, universally it is
acknowledged that unemployment will rise sharply over the coming months.

As well as the impact of Covid-19 there also remains significant ongoing uncertainty on the impact of Brexit. These factors make
it very difficult to forecast the financial outlook for the public sector.

This uncertainty further exacerbates the pressures which continue to face public sector expenditure at a UK and Scottish
level with further reductions in government funding predicted over the medium term as well as increasing demand for
Council services. The impact of this on the Council will be considered in the updates of the Medium-Term Financial Plan
and Revenue & Capital Budgets and factored into future projections.

The Council approved its latest Medium Term Financial Plan 2019 - 2024 in October 2018. The update scheduled for
2019 was postponed due to the potential Brexit implications at the time. This Plan provided an update on the latest
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projections for the Council across a number of variables including reductions in funding, population growth and an
increase in the number of clients (both young and old people) with more complex care needs. In February 2020 the
Scottish Government announced a one year financial settlement for local government that was more favourable than the
planning assumptions used in the Medium Term Financial Plan due to the provision of extra revenue funding. The
Medium Term Financial Plan reflects sound financial planning by the Council and is critical for the sustainability of key
services and the financial stability of the Council. The Council’'s Reserves Strategy is another key element of its financial
planning. It is anticipated that the updated Medium Term Financial Plan will be considered by the Council in Autumn
2020.

The Council continues to take appropriate action to address the challenging financial climate and the reductions in
funding that are anticipated to continue over the next few years. These reductions may be further exacerbated as the UK
and Scottish Governments reign in spending following Covid-19. This is underpinned by the regular updating of the
Medium Term Financial Plan and by the availability of good quality financial information.

In March 2020 the Council approved a three-year Revenue Budget — final for 2020/21 and provisional for 2021/22 and
2022/23. There is still significant uncertainty around the level and conditions associated with the funding that the Council
will receive beyond 2020/21 and this may have a significant impact on the final Revenue Budgets for future years.

The Council plans to ensure that it has robust governance measures and strong financial management to evidence its
ability to continue as a going concern.

Transformation

The Council continues to work in an environment of reducing revenue funding and increasing demand for services which
requires an ongoing commitment to working in new and innovative ways. Into the future, the population of Perth and Kinross is
expected to increase bringing additional pressures for the Council to meet the changing requirements.

The Council’s Transformation Programme 2015 — 2020 is nearing completion although some projects has been re-phased and
will continue beyond the original period, to meet the changing needs of service users. Going forward, transformation will be
embedded into the day to day operation of Council services.

The Council welcomes new ways of working together with its Community Planning partners, with its communities and with the
business and voluntary sectors in its area. It will jointly face the challenges whilst remaining focussed on building a better place
to live, work and visit, and protecting the most vulnerable in our communities. This is especially relevant as the Council
commences the renewal and recovery phases of its response to Covid-19

Perth & Kinross Offer

Last year the Council launched the Perth & Kinross offer based around the premise that it believes “everyone has
something to offer”. The Council has been engaging with partners, communities, employees, businesses and people to
understand how it can create more equal partnerships, redefine relationships and form new ways of working throughout
Perth and Kinross.

Since the COVID-19 pandemic began in March 2020, responding to the ever-changing landscape and the impact of the
virus on its communities and people has been the Council’s priority. Responding more flexibly and efficiently than ever
before to ensure that essential services continued and working with its community groups, volunteers, businesses and
partners to ensure the most vulnerable in society are protected and safe has been paramount. All of the support,
commitment and partnership working has allowed the Council to see the vision of the Offer already in practice.

As the Council begins the process of Recovery & Renewal, it now has an unprecedented opportunity to build an even
better Perth and Kinross, moving into the future. The Perth & Kinross Offer is key to this approach and recovery is very
much focused on those parts of the community that are hardest hit and will be based around our ‘5Es’ of the Offer:
Empowerment, Environment, Education and Learning, Economy and entrepreneurship, and Equalities and fairness.

The Council will continue to engage with everyone who lives, works, visits and invests in Perth and Kinross to
understand what matters to them and how the pandemic has impacted upon them. This will allow the Council to co-
create the conditions and opportunities for everyone in Perth and Kinross to move forward positively and Live Life Well.

Capital

The Strategic Policy & Resources Committee approved a revised 10 year Composite Capital Budget for 2019/20 — 2028/29 on
25 March 2019. The Housing & Communities Committee also approved the HRA Capital Budget for 2020/21 - 2024/25 on 29
January 2020. The Council will consider a new Composite (General Fund) Capital Budget later this year.

The Council’'s Composite Capital Budget includes major transport infrastructure improvements, including the Perth Transport
Futures project to create a third crossing over the River Tay. Significant investment in improvements to existing infrastructure is
also included within the capital budget, particularly within annual rolling programmes and road network improvements. Also
included is the completion of various school refurbishments under the Early Learning & Childcare programme, along with the
replacement of the existing Perth High School. There is further investment included in relation to new technologies such as a
replacement for the existing SWIFT Social Work database and significant investment in the Microsoft Estate, as well as the
upgrading and replacement of School Audio Visual equipment. Other expenditure is planned in relation to various Flood
Protection Schemes, the development of Perth City Centre cultural attractions, parks and public spaces improvements, waste
reduction & recycling and property improvements.
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The HRA Investment Programme 2020/21 to 2024/25 continues to focus upon the provision of new affordable housing and the
enhancement of the existing housing stock, including Energy Efficiency and External Fabric maintenance.

The Capital Financing Requirement is estimated to peak at £920,999,000 in 2028/29 under current approved plans. The annual
cost of servicing the borrowing and PPP liabilities is being managed through the Capital Fund Strategy within the Medium Term
Financial Plan. This ensures the Council’s plan remains affordable, prudent and sustainable.

Risk Management

Effective risk management is an essential element of good governance and integral to the Council’s ability to deliver
positive outcomes for its communities.

The Council undertook a wholescale review of its approach to risk and developed and approved a new risk Management
Framework in 2017. Since then it has been reviewed and further refined to ensure that it remains fit for purpose and
reflects the complex risk landscape of local government in these changing and challenging times.

The risk management framework has been developed based on best practice industry standards including the
International Standard in Risk Management — ISO: 31000 and the Office of Governance & Commerce (OGC)
Management of Risk Guidance (MoR) and guidance from the Association of Local Authority Risk Managers, (ALARM)
and comprises:

Risk Management Policy - statement of the Council’s commitment to effective risk management;
Risk Management Strategy — articulates our overall approach to risk and provides a detailed risk hierarchy;

¢ Risk Management Appetite Statement — describes the levels of risk the Council is prepared to tolerate in pursuit of
our objectives; and

o Risk Management Process Guide - provides a toolkit of techniques and processes to ensure that risk is managed
effectively and that our approach to risk management is consistent across the organisation.

Within the Council there is a cross Service cohort of trained risk practitioners who provide technical guidance and
support to ensure that a consistent approach to risk management is taken across the whole organisation. Extensive
work has been undertaken throughout 2019/20 to embed the risk management framework to ensure that risk
management activities are integrated with key business process and aligned to the delivery of the Council’s objectives
and defined outcomes. Strategic and operational risks are regularly monitored and reported in accordance with the
principles of the framework. The Strategic Risks Register is reported to the Audit Committee six monthly.

The framework has also been implemented effectively to manage the Council’s response to the COVID-19 pandemic.
Workforce Management

The Council values its employees, their skills, dedication and passion to ensure it delivers essential services to the people,
businesses and communities of Perth and Kinross. Together it is building back an even better Council to renew and recover
from the recent pandemic. Its purpose, values, culture and ethos to transform services and deliver efficiencies to prepare for
the future are pivotal. Investment in building the capability and capacity in the workforce through learning and development
opportunities, boosting productivity, encouraging innovation and creativity, embracing agility, digital technology and promoting
wellbeing and resilience are key to our future plans. These commitments will enable it to match its ambition for transforming
services, growing the economy, reducing inequalities, protecting vulnerable people and supporting young people to be all they
can be.

Financial pressures, changing priorities and demand for Council services will continue to inform the Council’'s Recovery and
Renewal plans with a strong focus on multi-disciplinary teams, integrated worked and more locality-based decision-making. The
Council is working with communities, its partners and other stakeholders to co-create the Perth and Kinross Offer — this work will
help shape future service provision and in turn workforce skill requirements.

The Council’'s workforce management strategy is inherently linked to the Recovery and Renewal arrangements and the
Medium-Term Financial Plan. The Corporate Workforce Plan 2018-21 will be refreshed to reflect new and emerging priorities.

It has given a strong basis for developing the workforce of the future, recognising the importance of culture and with priorities for
attracting, retaining and developing talent, healthy working lives and fair work. A range of enabling projects are already
underway to prepare employees and the organisation for the future — digital skills, mobile/remote working, positive career
choices, job families, building resilience and promoting positive mental health and wellbeing. Leadership development,
coaching skills and a collaborative leadership development programme with neighbouring councils are all in place. The Council
continues to invest in training and development opportunities for young people via its Modern Apprenticeship and Graduate
Programmes. Together these initiatives help develop and nurture talent to meet future requirements.

A new Supporting Health and Wellbeing Framework, developed with staff and trade unions, is in place — it recognises the
importance of creating and sustaining a healthy working environment and positive wellbeing culture to ensure that we Live Life
Well. The Council is proud to be a Fair Work employer and continues to consult and engage with employees and their trade
union representatives on improvements in our employment practices and arrangements. Equalities and fairness will continue to
be core principles in its workforce strategy.
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8. Supplementary Information
(a) Group Accounts

The Code of Practice on Local Authority Accounting in the United Kingdom requires the Council to produce group
financial statements where it has an interest in entities that meet the definition of subsidiary, associate or joint venture.
The Group results are presented alongside the results for the Council in the Annual Accounts. Further details of the
associated entities that have been incorporated into the financial statements can be found on page 91.

The Council has an interest in six organisations (detailed on page 91) that do not form part of the main Accounts. The
Council includes the results of these organisations in its Group Accounts due to the significant influence it has over their
financial and operating practices. The Council also includes Charitable Trusts administered and controlled by the
Council and Common Good Funds as managed funds within the Group Accounts.

In accordance with the Code, the 2019/20 Group Accounts Statements are included on pages 86 to 90. The basis for
consolidation is set out in the Notes to the Group Accounts Statements on pages 91 to 93. The effect of consolidation is
to increase the Council’s net assets by £10.773m resulting in a Group Balance Sheet showing net assets of £568.448m
at 31 March 2020 as set out on page 88. This position reflects the Council’s share of the pension liabilities of the
Associate included within the Group Balance Sheet.

(b) Common Good and Charitable Trust Funds

Common Good Funds are administered by the local authority for the general benefit of the relevant communities. Overall
the Common Good Funds recorded an in year surplus of £0.024m which, when applied to the surplus brought forward,
results in an accumulated revenue surplus as at 31 March 2020 of £1.825m.

Details of income and expenditure accounts and balance sheets can be found on pages 83 and 84 of the Annual
Accounts. These funds are subject to similar accounting policies and procedures to those that are applied to the
Council’'s main accounts. The main source of income to Common Good Funds is rent.

The Council also administers a number of Charitable Trust Funds. Details of income and expenditure accounts and
balance sheets can be found on page 83 of these Annual Accounts. Overall the Trust Funds recorded an in year deficit
of £0.205m which, when applied to the surplus brought forward, results in an accumulated surplus as at 31 March 2020
of £2.507m.

Perth & Kinross Council’s Trust Funds, for which the Council is the sole trustee, also have to prepare their own Trustees’
Annual Report and this is separately available on the Council website.

(c) Public Private Partnerships / Design Build Finance Maintain

In September 2000 the Council entered into a 25 year PPP contract for the construction, maintenance and operation of
office accommodation and a carpark. In 2019/20 the Council paid £2.795m to the contractor under the terms of the
contract.

Between 2009 and 2012 six school campuses were also brought into operation at Blairgowrie, Glenearn, Loch Leven,
Strathearn, North Inch and Breadalbane. The contractor’s obligation was to construct the schools and is to maintain
them to a pre agreed standard. In 2019/20 the Council paid £16.984m to the contractor under the terms of the contract.
In addition, during 2019/20 the Council incurred a part year cost of £2.169m in relation to Bertha Park High School.

9. Conclusion

The Council has continued to demonstrate sound financial management in 2019/20 by delivering services with the
resources which are available to it. The pressures being experienced by Services in relation to demand are known and
plans are in place to mitigate them. They have also been reflected in the medium and long term financial plans.

The Council will face many challenges in the future from the combined effect of reduced resources; increasing demands
and expectations for our services. It is confident that by working more creatively with all its residents and partners, it will
not only embrace these challenges but will maintain its performance and service delivery.
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ANNUAL GOVERNANCE STATEMENT 2019/20

Introduction

Good governance is key to the success of Perth & Kinross Council. It supports better informed decision-making, the
efficient use and management of our resources, high quality performance, greater scrutiny and accountability, resulting in
better outcomes for the communities we serve.

The purpose of the Annual Governance Statement is to give assurance to the people of Perth & Kinross, our Elected
Members, staff, partner agencies and other stakeholders that our governance arrangements are effective and our system
of internal control is robust.

Scope of Responsibility

As a public body, the Council must act in the public interest at all times. It must behave with integrity, conduct its
business in accordance with the rule of the law and demonstrate a strong commitment to ethical values. We must
demonstrate and ensure that public money is used economically, efficiently, and effectively to deliver sustainable
outcomes for the people of Perth & Kinross.

The Local Government in Scotland Act 2003 also places a specific duty on the Council to make arrangements to secure
best value and ensure continuous improvement in terms of the services it delivers to our communities.

A comprehensive and robust governance framework is integral to the Council's ability to discharge these responsibilities
and deliver good outcomes. The Annual Governance Statement seeks to provide assurance that our governance
framework is appropriate, adequate and effective in enabling the Council to deliver good outcomes and manage risk.

As well as providing assurance as to the effectiveness of the governance arrangements in place for the Council, this
Annual Governance Statement also covers the six organisations that are included in the Council’s Group Accounts.

Live Active Leisure Limited (subsidiary)

Horsecross Arts Limited (subsidiary)

Culture Perth & Kinross Limited (subsidiary)

Tayside Valuation Joint Board (associate)

Tayside Contracts (associate)

Perth & Kinross Integration Joint Board (joint venture)

The purpose of the Governance Framework

Our governance framework comprises the rules, resources, systems, processes, culture and values designed to help us
achieve our strategic objectives and provide effective, good quality services in the most cost effective way possible. A
crucial part of the governance framework is the system of internal control which is designed to manage the risk of a
failure to the achievement of our intended outcomes.

The Council manages risk through a continuous process of identification, assessment, evaluation, prioritisation and
mitigation. We evaluate risk on the basis of likelihood and impact in both financial and non-financial terms. We do
however need to mitigate