
Shetland Islands Council

1.0 Summary

1.1 The purpose of this report is to present the Statutory Performance
Indicators for 2011-12. It is a requirement that these Indicators are
published prior to 30 September 2012.

2.0 Decision Required

2.1 I recommend that the Audit and Standards Committee reviews the
Performance Indicators for 2011-12 outlined in Appendix A and
highlight any areas to be investigated further by this Committee, or the
relevant functional Committee.

3.0 Detail

3.1 Appendix A contains a summary of the Performance Indicators, which
have been submitted to Audit Scotland.  The Appendix shows previous
years’ figures as a comparison.

3.2 In summary 24 indicators have improved since 2010-11, 30 are worse
and 8 have stayed the same.

3.3 Statutory Performance Information on all other Scottish Local
Authorities will be available at the end of September.  A follow-up
report will be presented to the next Audit and Standards Committee
indicating the Council’s performance in relation to other Authorities.
This will give the Committee the opportunity to request the attendance
of relevant Chairs, Vice-chairs and officers to discuss particular
Indicators in detail.

Audit & Standards Committee 27 September 2012

Statutory Performance Indicators 2011-12

Report No: IP-17-12-F

Performance  Improvement Adviser Corporate Services
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4.0  Implications

Strategic

4.1 Delivery On Corporate Priorities – “We provide good quality information
to deliver effective public accountability”

4.2 Community /Stakeholder Issues – NONE

4.3 Policy And / Or Delegated Authority – As described in the Council’s
Scheme of Administration and Delegations, the remit of the Audit and
Standards Committee includes assessing the effectiveness of the
Council’s Performance Management System by reviewing outputs from
the system and overview key performance indicators.

4.4 Risk Management – Effective scrutiny of the Council’s performance is
necessary to minimise financial and reputational risk.

4.5 Equalities, Health And Human Rights – Equal Opportunities are one of
the Statutory Performance Indicators.

4.6 Environmental – NONE

Resources

4.7 Financial –  NONE

4.8 Legal – NONE.

4.9 Human Resources – NONE

4.10 Assets And Property – NONE

5.0 Conclusions

5.1 This report presents the Statutory Performance Indicators for 2011-12.
These have been verified by Audit Scotland. The Audit and Standards
Committee have the remit to review the indicators and decide whether
any areas require further investigation.

For further information please contact:
Jim MacLeod – Performance & Improvement Adviser
01595 744672, james.macleod@shetland.gov.uk
10 September 2012

List of Appendices
Appendix A: Statutory Performance Indicators 2011-12

END
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Appendix 1: Statutory Performance Indicators 2011-12

Key Used
X - Worse on the previous year
=  - Stayed the same as the previous year

- Better than the previous year

Year / measurement Better,
worse or
stayed the
same since
10/11

Indicator Measure

08/09 09/10 10/11 11/12
Corporate Management

1.a. Sickness Absence - the average number of
working days per employee lost through sickness
absence for teachers

5.3 6.9 6.2 6.7 X

1.b. Sickness Absence - the average number of
working days per employee lost through sickness
absence for all other local government
employees

13.3 12.2 12.2 13.0 X

2.a. Equal opportunities - percentage of highest paid
2% of earners among Council employees that are
women

12.7 13.0 12.1 24.6

2.b. Equal opportunities - percentage of highest paid
5% of earners among Council employees that are
women

21.2 20.3 23.8 21.3 X

3. Public access - percentage of public access
buildings that are suitable and accessible to
disabled people

62.9 63.9 63.9 63.9 =

5. Council tax collection – the cost of collecting
council tax per dwelling (£) 15.52 16.21 16.21 12.81

6.a. Council Tax Income - the income due from
council tax for the year

7,655,8
74

7,784,8
14

7,784,8
14

8,033,7
10

6.b. Council Tax Income - the percentage of council
tax income for the year that was collected in the
year

96.5 96.5 96.5 96.5 =

7. Invoice payment - the percentage of invoices
sampled and paid within 30 days 86.4 87.1 85.5 81.9 X

8.a. Asset management - proportion of Gross Internal
floor Area that is in satisfactory condition
(operational buildings)

80.7 78.8 90.7 94.1

8.b. Asset management - number and percentage of
operational buildings that are suitable for their
current use

66.2 66.4 70.5 72.2

Benefit Administration
4.a. Weighted rent rebate caseload 1,203 1,199 1,170 1,143
4.b. Weighted private rented sector caseload 117 141 147 119
4.c. Weighted registered social landlord caseload 208 270 306 360 X
4.d. Weighted Council Tax Benefit caseload 1,979 2,028 1,997 1926
4.e. Gross administration cost per case 70.22 74.39 77.31 76.36

Adult Social Work
9.a. Home care - number of people aged 65+

receiving homecare 423 415 450 419 X
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9.b. Home care - total hours as a rate per 1,000
population aged 65+ 802 819.6 923.7 740.1 X

9.c.i. Home care - number of home care clients aged
65+ receiving personal care as a percentage of
clients

52.2 55.4 57.1 55.8 X

9.c.ii. Home care - number of home care clients aged
65+ receiving care in evenings/ overnight as a
percentage of clients

24.6 28.7 31.3 27.2 X

9.c.iii. Home care - number of home care clients aged
65+ receiving care at weekends as a percentage
of clients

43.5 46.5 46.7 42.7 X

Cultural and Community Services
10.a. Sport and Leisure Management - all pools – the

number of attendances expressed per 1,000
population

12,105 11,210 11,768 10,783 X

10.b. Sport and Leisure Management - indoor sports
facilities (excluding pools in combined complex) –
the number of attendances expressed per 1,000
population

14,718 14,537 15,016 14,950 X

11.a. Museums – number of visits to/usages of council
funded or part funded museums and expressed
per 1,000 population

289 6,052 8,174 9,391

11.b. Museums – number of visits in part a) that were
in person and expressed per 1,000 population 184 3,919 4,121 4,045 X

12.a. Use of Libraries - the number of visits to libraries
and expressed per 1,000 population 8,398 8,597 7,920 10,040

Development Services
13.a.i. Planning applications processing time –

percentage of householder applications dealt with
within two months

50.5 80.6 64.6 60.4 X

13.a.ii. Planning applications processing time –
percentage of non-householder applications dealt
with within two months

31.6 38.0 35.2 28.7 X

Housing
14. Response repairs - percentage of housing

response repairs completed within target times 76.2 83.6 84.7 92.1

15.a.i. Housing quality - percentage of council dwellings
that are of tolerable standard 100 100 100 100 =

15.a.ii. Housing quality - percentage of council dwellings
that are free from serious disrepair 100 100 100 100 =

15.a.iii. Housing quality - percentage of council dwellings
that are energy efficient 87.9 86.5 86.8 86.6 X

15.a.iv. Housing quality - percentage of council dwellings
that have modern facilities and services 99.6 98.9 98.9 98.9 =

15.a.v. Housing quality - percentage of council dwellings
that are healthy, safe and secure 93.8 100 100 100 =

15.a.vi. Housing quality - percentage of council dwellings
that meet the Scottish Housing Quality Standard 80.8 84.5 85.9 85.7 X

16. Tenancy changes – percentage of rent due in the
year that was lost due to voids 2.3 1.9 2.2 1.9

17.a. Tenancy changes – the average time taken to re-
let housing not in low demand, in days 48 34 31 20

17.b. Tenancy changes – the average time taken to re-
let housing in low demand, in days 161 203 189 115
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17.c. Tenancy changes – the number of days that low
demand housing had been un-let for, at year end 328 244 216 142

18.a. Rent Arrears - current tenants’ arrears as a
percentage of net rent due in the year 4.0 3.7 3.5 2.8

18.b. Rent Arrears - the percentage of current tenants
owing more than 13 weeks rent excluding those
owing less than £250

4.3 4.0 3.9 5.3 X

18.c. Rent Arrears - the proportion of tenants giving up
their tenancy during the year that were in rent
arrears

- 44.1 42.0 45.2 X

18.d. Rent Arrears – the average number of weeks rent
owed by tenants leaving in arrears - 9.0 7.9 9.4 X

18.e. Rent Arrears - percentage of former tenant
arrears written off or collected during the year - 59.1 61.6 52.0 X

19.a.i. Homelessness - permanent accommodation - the
percentage of decision notifications issued within
28 days of date of initial presentation

72 82.8 78.4 89.2

19.a.ii. Homelessness - permanent accommodation -
percentage who are housed into permanent
accommodation

59 66.7 68.4 74.7

19.a.iii. Homelessness - permanent accommodation -
percentage of cases reassessed within 12
months

21 8.6 9.2 3.8

19.a.iv. Homelessness - temporary accommodation - the
percentage of decision notifications issued within
28 days of date of initial presentation

81.6 79.7 77.8 79.2

19.a.v. Homelessness - temporary accommodation –
percentage of cases reassessed within 12
months

11.8 16 14.6 8

19.b. Homelessness - the proportion of those provided
with permanent accommodation in Council stock
who maintained their tenancy for at least 12
months

- 90 72 88

Protective Services
20.a. Domestic Noise Complaints:
20.a.i. Settled without the need for attendance on site 309 261 296 371 X
20.a.ii. Requiring attendance on site 0 2 1 2 X
20.a.iii. Dealt with under Part V of the Antisocial

Behaviour (Scotland) Act 2004 0 0 0 0 =
20.b. Average time in hours between the time of the complaint and attendance on site:
20.b.i Requiring attendance on site 0 12 0 0.1 X
20.b.ii Dealt with under Part V of the antisocial

Behaviour (Scotland) Act 2004 0 No
Service 0 0 =

21.a. Consumer complaints – the percentage of
complaints processed within 14 days of receipt 90.8 84.8 90.9 91.8

21.b. Business advice requests – the percentage of
requests dealt with within 14 days of receipt 94.8 91.7 92.4 90.9 X

Roads and Lighting
22. Carriageway condition - the percentage of the

road network that should be considered for
maintenance treatment

38.4 39.3 40.7 43.7 X

Waste Management
23.a. Refuse Collection - the net cost per property (£)

of refuse collection 60.09 76.43 77.97 106.51 X
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23.b. Refuse Collection - the net cost per property (£)
of refuse disposal 56.63 64.39 54.95 47.90

24. Refuse Recycling - the percentage of municipal
waste composted/recycled 22.6 19.3 17.8 17.0 X

25. Cleanliness - overall cleanliness index achieved 79 76 73 75
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Shetland Islands Council

1.0 Summary

1.1 This report contains links to reports produced by Audit Scotland since
the last meeting of the Audit and Standards Committee

2.0 Decision Required

2.1 The Audit and Standards Committee should consider the linked reports
and highlight any issues that they feel should be monitored or further
addressed through this Committee, other Committees or by Council
management.

3.0 Detail

3.1 Representatives of Audit Scotland are expected to be in attendance to
provide further background or answer questions.

Linked Report Appropriate Body

Managing ICT Contracts (3 Major
National Contracts)

ICT Management Board

Shetland Islands Council – Maintaining
Scotland’s Roads – a follow-up report

Environment & Transport Committee

4.0  Implications

Strategic

4.1 Delivery On Corporate Priorities – Improved external engagement and
sharing best practice are both elements of the Council’s Improvement
Plan.

4.2 Community /Stakeholder Issues – NONE

Audit and Standards Committee 27 September 2012

Audit Scotland Reports

Report No:  IP-18-12-F

Report from: Performance and Improvement
Adviser

Corporate Services

Agenda Item
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4.3 Policy And/Or Delegated Authority – The Audit and Standards
Committee remit includes consideration of reports from Audit Scotland.

4.4 Risk Management Failure to deliver effective external engagement
and learn from best practice elsewhere increases the risk of the
Council working inefficiently.

4.5 Equalities, Health And Human Rights – NONE

4.6 Environmental  - NONE

Resources

4.7 Financial –  No direct implications

4.8 Legal – No direct implications

4.9 Human Resources – No direct implications

4.10 Assets And Property – No direct implications

5.0 Conclusions

5.1      The attached reports provide valuable information for Committees and
officers throughout the Council.

For further information please contact:
Jim MacLeod, Performance & Improvement Adviser
01595 744672
10 September  2012
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Shetland Islands Council

1.0 Summary

1.1 The purpose of this report is to present the final signed and audited
Pension Fund accounts for 2011/12 for noting and to receive Audit
Scotland’s Annual Report on the 2011/12 Audit.

2.0 Decision Required

2.1 The Audit and Standards Committee and Pension Fund management
Consultative Committee are asked to RECOMMEND to the Council
that it notes:

a) the final signed and audited Pension Fund accounts for 2011/12;
and

b) Audit Scotland’s Annual Report on the 2011/12 Audit and;

c) RESOLVE to approve the resolution to address the matter arising.

3.0 Detail

3.1 The Annual Audit Plan requires the Council to receive the Annual
Report and Certified Accounts of the Pension Fund by December 2012.

4.0  Implications

Strategic

4.1 Delivery On Corporate Priorities – The preparation and presentation of
the Pension Fund Accounts is a key element of the Council’s overall
governance and reporting arrangements.

4.2 Community /Stakeholder Issues – NONE.

Pension Fund Management Consultative
Committee
Audit and Standards Committee

(Date to be set)
27 September 2012

Pension Fund Final Audited Accounts 2011/12

F-045-F

Report Presented by Executive Manager –
Finance

Corporate Services

Agenda Item
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4.3 Policy And/Or Delegated Authority –  The Pension Fund Management
Consultative Committee has an overview of the management of the
local government pension scheme.  The Audit and Standards
Committee remit includes consideration of all reports from the external
auditors, including the External Auditor’s Annual Report and to review
the Council’s financial performance as contained in the Annual Report.
Receiving the audited accounts of the Council and related certificates
and reports is a matter reserved by the Council.

4.4 Risk Management –  . The Annual Report is enclosed as Appendix 2 to
this Report.  There was one matter arising in relation to the accounting
treatment for death gratuity grants.

A resolution to address this matter is set out in the report.

4.5 Equalities, Health And Human Rights – NONE.

4.6 Environmental – NONE.

Resources

4.7 Financial –  NONE.

4.8 Legal – NONE.

4.9 Human Resources – NONE.

4.10 Assets And Property – NONE.

5.0 Conclusions

5.1 The Council is required to prepare and publish a set of Accounts in
respect of the Pension Fund, within a set timescale.  The accounts are
then subject to external audit and currently Audit Scotland is the
Council’s nominated auditors.  Audit Scotland have now certified the
accounts as being a true and fair statement of the Pension Fund’s
financial position at 31 March 2012.  Audit Scotland have provided an
ISA 260 report on the 2011/12 accounts and have identified 1 matter
arising which will be addressed for the 2012/13 accounts.

For further information please contact:
James Gray
Executive Manager – Finance
Email: james.gray2@shetland.gov.uk
Telephone: 01595 74 4607

2 December 2011

List of Appendices

Appendix 1: Pension Fund Final Audited and Certified Accounts 2011/12
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Appendix 2: Pension Fund report to those charged with governance on the 2011/12
audit by Audit Scotland

Background documents:

NONE.

END
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Shetland Islands
Council Pension Fund
Report to those charged
with governance on the
2011/12 audit

Prepared for the members of Shetland Council Pension Fund
September 2012
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Audit Scotland is a statutory body set up in April 2000 under the Public Finance and Accountability
(Scotland) Act 2000. It provides services to the Auditor General for Scotland and the Accounts Commission.
Together they ensure that the Scottish Government and public sector bodies in Scotland are held to account
for the proper, efficient and effective use of public funds.
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APPENDIX A:  Independent Auditor’s Report

Page 4 Shetland Islands Council Pension Fund

Summary
Introduction
1. International Standard on Auditing (ISA) 260 requires auditors to report certain matters arising from the

audit of the financial statements to those charged with governance of a body in sufficient time to enable
appropriate action.

2. ISA 260 requires us to highlight:

relationships that may bear on our independence and the integrity and objectivity of the appointed
auditor and audit staff

the overall scope and approach to the audit, including any expected limitations, or additional
requirements

expected modifications to the audit report

management representations requested by us

unadjusted misstatements, other than those that are clearly trivial

material weaknesses in internal control identified during the audit

qualitative aspects of accounting practice and financial reporting, including accounting policies

matters specifically required by other auditing standards to be communicated to those charged with
governance and any other matters that are relevant to the audit.

3. This report sets out for the Audit and Standards Committee’s consideration the matters arising from the
audit of the financial statements for 2011/12 that require reporting under ISA 260.  We are drawing to
your attention those matters we think are worthy of note, so that you can consider them before the
financial statements are approved and certified.  An audit of the financial statements is not designed to
identify all matters that may be relevant to those charged with governance.  This report has been
prepared for the use of Shetland Islands Council and Shetland Islands Pension Fund and no
responsibility to any third party is accepted.

Status of the Audit
4. Our work on the financial statements is now substantially complete.  The issues arising from the audit

were included in a matters arising schedule issued to the Executive Manager - Finance over the course
of the audit. This schedule was finalised and agreed at a meeting on 3 September 2012.
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Matters to be reported to those charged with governance

Conduct and scope of the audit

5. Information on the integrity and objectivity of the appointed auditor and audit staff, and the nature and
scope of the audit, were outlined in the Audit Plan presented to the Audit and Standards Committee on
16 February 2012, and follow the requirements of the Code of Audit Practice prepared by Audit
Scotland in May 2011.

Audit opinion & representations

6. Subject to the satisfactory conclusion of any outstanding matters and receipt of a revised set of accounts
for final review, we anticipate being able to issue an unqualified auditor’s report on 28 September (the
proposed report is attached at Appendix A).  There are no anticipated modifications to the audit report.

7. All errors identified during the audit have been corrected in the accounts and therefore there are no
unadjusted misstatements to bring to your attention.

8. As part of the completion of our audit we seek written assurances from the Executive Manager -
Finance on aspects of the accounts and judgements and estimates made.  A draft letter of representation
under ISA 580 will be provided to the Executive Manager - Finance on receipt of a final agreed set of
accounts.  This should be signed and returned by the Executive Manager - Finance with the signed
accounts prior to the independent auditor’s opinion being certified.

Accounting and internal control systems
9. No material weaknesses in the accounting and internal control systems were identified during the audit

which could adversely affect the ability to record, process, summarise and report financial and other
relevant data so as to result in a material misstatement in the accounts.

Matters arising
10. In our view, the following issue requires to be brought to your attention regarding the appropriateness

of accounting policies or accounting estimates and judgements, the timing of transactions, the existence
of material unusual transactions or the potential effect on the financial statements of any uncertainties.

Accounting for Death Gratuity Grants – The pension fund account for death gratuity grants on a cash
basis when the payment to the person's estate is paid out instead of accounting for these payments on an
accruals basis in the year the member dies.  The benefits payable amount in the pension fund account
should be increased by £34,000.   In addition, arrangements should be in place to provide assurance that
death gratuity grants are accounted for on an accruals basis going forward.

Resolution:  2011/12 accounts were adjusted to include all death gratuity payments for deaths prior to
31 March 2012.  Arrangements are now in place to account for death gratuity grants on an accruals
basis in future years.
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Outstanding Information
11. Letter of Representation. The formal Letter of Representation is required prior to the auditor's

certification of the financial statements.

Acknowledgements
12. I would like to express my thanks to the staff of Shetland Islands Council for their help and assistance

during the audit of this year’s financial statements which has enabled me to certify the financial
statements by the target date.
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APPENDIX A:  Independent
Auditor’s Report
Independent auditor’s report to the members of Shetland Islands Council as administering body for
the Shetland Islands Council Pension Fund and the Accounts Commission for Scotland

I certify that I have audited the financial statements of Shetland Islands Pension Fund for the year ended 31
March 2012 under Part VII of the Local Government (Scotland) Act 1973. The financial statements comprise
the fund account, the net assets statement and the related notes. The financial reporting framework that has
been applied in their preparation is applicable law and International Financial Reporting Standards (IFRSs)
as adopted by the European Union, and as interpreted and adapted by the Code of Practice on Local
Authority Accounting in the United Kingdom 2011/12 (the 2011/12 Code).

This report is made solely to the parties to whom it is addressed in accordance with Part VII of the Local
Government (Scotland) Act 1973 and for no other purpose. In accordance with paragraph 125 of the Code of
Audit Practice approved by the Accounts Commission for Scotland, I do not undertake to have
responsibilities to members or officers, in their individual capacities, or to third parties.

Respective responsibilities of the Responsible Financial Officer and auditor

As explained more fully in the Statement of Responsibilities, the Responsible Financial Officer is
responsible for the preparation of financial statements and for being satisfied that they give a true and fair
view. My responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) as required by the Code of Audit
Practice approved by the Accounts Commission for Scotland. Those standards require me to comply with the
Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to
the fund’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the Responsible Financial Officer; and the overall presentation of
the financial statements. In addition, I read all the financial and non-financial information in the annual
report to identify material inconsistencies with the audited financial statements. If I become aware of any
apparent material misstatements or inconsistencies I consider the implications for my report.

Opinion on financial statements

In my opinion the financial statements:
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give a true and fair view in accordance with applicable law and the 2011/12 Code of the financial
transactions of the fund during the year ended 31 March 2012, and of the amount and disposition
at that date of its assets and liabilities;

have been properly prepared in accordance with IFRSs as adopted by the European Union, as
interpreted and adapted by the 2011/12 Code; and

have been prepared in accordance with the requirements of the Local Government (Scotland) Act
1973 and the Local Government in Scotland Act 2003.

Opinion on other prescribed matters

In my opinion the information given in the Foreword for the financial year for which the financial statements
are prepared is consistent with the financial statements.

Matters on which I am required to report by exception

I am required to report to you if, in my opinion:

adequate accounting records have not been kept; or

the financial statements are not in agreement with the accounting records; or

I have not received all the information and explanations I require for my audit; or

the Governance Compliance Statement does not comply with guidance from the Scottish
Ministers.

I have nothing to report in respect of these matters.

David McConnell CPFA

Assistant Director (Audit Services)

Audit Scotland

7th Floor, Plaza tower

East Kilbride

Glasgow G74 1LW

27 September 2012
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Shetland Islands Council

1.0 Summary

1.1 The purpose of this report is to present the final signed and audited
accounts for 2011/12 and to receive Audit Scotland’s report to those
charged with governance on the 2011/12 Audit.

2.0 Decision Required

2.1 The Audit and Standards Committee is asked to consider, and the
Council is asked to APPROVE:

a) The final signed and audited accounts for 2011/12; and

b) Note Audit Scotland’s report to those charged with governance on
the 2011/12 Audit.

3.0 Detail

3.1 Audit Scotland’s Report to those charged with governance on the
2011/12 audit fulfils the requirements of ISA 260 which requires
external auditors to highlight the following to Members –

- relationships that may bear on our independence and the integrity
and objectivity of the appointed auditor and audit staff

- the overall scope and approach to the audit, including any
expected limitations, or additional requirements

- expected modifications to the audit report
- management representations requested by us
- unadjusted misstatements, other than those that are clearly trivial
- material weaknesses in internal control identified during the audit
- qualitative aspects of accounting practice and financial reporting,

including accounting policies

Audit and Standards Committee
Shetland Islands Council

27 September 2012
9 October 2012

Final Audited Accounts 2011/12

F-044-F

Report Presented by Executive Manager –
Finance

Corporate Services

Agenda Item
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- matters specifically required by other auditing standards to be
communicated to those charged with governance and any other
matters that are relevant to the audit.

3.2 Audit Scotland’s overall conclusion on the 2011/12 accounts is that
they:

- give a true and fair view in accordance with applicable law and the
2011/12 Code of the state of the affairs of Shetland Islands
Council and its group as at 31 March 2012 and of the income
and expenditure of the group and the body for the year then
ended;

- have been properly prepared in accordance with IFRSs as
adopted by the European Union, as interpreted and adapted by
the 2011/12 Code; and

- have been prepared in accordance with the requirements of the
Local Government (Scotland) Act 1973 and the Local
Government in Scotland Act 2003.

3.3 As a result of this Audit Scotland will be issuing an unqualified audit
opinion of the 2011/12 accounts.

4.0  Implications

Strategic

4.1 Delivery On Corporate Priorities – The preparation and presentation of
the Accounts is a key element of the Council’s overall governance and
reporting arrangements.

4.2 Community /Stakeholder Issues – NONE.

4.3 Policy And/Or Delegated Authority –The Audit and Standards
Committee remit includes consideration of all reports from the external
auditors, including the External Auditor’s Annual Report and to review
the Council’s financial performance as contained in the Annual Report.
Receiving the audited accounts of the Council and related certificates
and reports is a matter reserved by the Council

4.4 Risk Management – The Report to those charged with governance on
the 2011/12 audit contains a number of matters arising.  For each
matter, a resolution accompanies it to set out how the matter will or has
been addressed.

4.5 Equalities, Health And Human Rights – NONE.

4.6 Environmental – NONE.
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Resources

4.7 Financial –  NONE.

4.8 Legal – NONE.

4.9 Human Resources – NONE.

4.10 Assets And Property – NONE.

5.0 Conclusions

5.1 The Council is required to prepare and publish a set of Accounts, within
a set timescale.  The accounts are then subject to external audit and
currently Audit Scotland is the Council’s nominated auditors.  Audit
Scotland has now certified the accounts as being a true and fair
statement of the Council’s financial position at 31 March 2012.

For further information please contact:
James Gray
Executive Manager - Finance
Email: james.gray2@shetland.gov.uk
Telephone: 01595 74 4607

19 September 2012

List of Appendices

Appendix 1: Final Audited and Certified Accounts 2011/12

Appendix 2: Report to those charged with governance on the 2011/12 audit by Audit
Scotland

Background documents:

NONE.

END
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Shetland Islands
Council
Report to those charged
with governance on the
2011/12 audit

Prepared for the Audit & Standards Committee
September 2012
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Audit Scotland is a statutory body set up in April 2000 under the Public Finance and Accountability
(Scotland) Act 2000. It provides services to the Auditor General for Scotland and the Accounts Commission.
Together they ensure that the Scottish Government and public sector bodies in Scotland are held to account
for the proper, efficient and effective use of public funds.
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Summary
Introduction
1. International Standard on Auditing (ISA) 260 requires auditors to report certain matters arising from the

audit of the financial statements to those charged with governance of a body in sufficient time to enable
appropriate action.

2. ISA 260 requires us to highlight:

relationships that may bear on our independence and the integrity and objectivity of the appointed
auditor and audit staff

the overall scope and approach to the audit, including any expected limitations, or additional
requirements

expected modifications to the audit report

management representations requested by us

unadjusted misstatements, other than those that are clearly trivial

material weaknesses in internal control identified during the audit

qualitative aspects of accounting practice and financial reporting, including accounting policies

matters specifically required by other auditing standards to be communicated to those charged with
governance and any other matters that are relevant to the audit.

3. This report sets out for the Audit Committee’s consideration the matters arising from the audit of the
financial statements for 2011/12 that require reporting under ISA 260.  We are drawing to your
attention those matters we think are worthy of note, so that you can consider them before the financial
statements are approved and certified.  An audit of the financial statements is not designed to identify
all matters that may be relevant to those charged with governance.  This report has been prepared for
the use of Shetland Islands Council and no responsibility to any third party is accepted.

Status of the Audit
4. Our work on the financial statements is now substantially complete.  The issues arising from the audit

were included in a matters arising schedule issued to the Executive Manager - Finance on 31 August
2012. The more significant issues arising were discussed with the Executive Manager - Finance at a
meeting on 3 September 2012.

Matters to be reported to those charged with governance

Conduct and scope of the audit

5. Information on the integrity and objectivity of the appointed auditor and audit staff, and the nature and
scope of the audit, were outlined in the Audit Plan presented to the Audit and Standards Committee on
16 February 2012, and follow the requirements of the Code of Audit Practice prepared by Audit
Scotland in May 2011.
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6. Last year we reported on the poor quality of the financial statements, inadequate working papers and the
difficulties this presented for our audit. We are pleased to report that this year the financial statements
were submitted on time and to the expected quality. The working papers provided were of a high
standard. As a result of these improvements we were able to conduct our audit more efficiently.

Audit opinion & representations

7. Subject to the satisfactory conclusion of any outstanding matters and receipt of a revised set of accounts
for final review, we anticipate being able to issue an unqualified auditor’s report on 28 September 2012
(the proposed report is attached at Appendix A).  There are no anticipated modifications to the audit
report.

8. All errors identified during the audit have been corrected in the accounts and therefore there are no
unadjusted misstatements to bring to your attention.

9. As part of the completion of our audit we seek written assurances from the Accountable Officer on
aspects of the accounts and judgements and estimates made.  A draft letter of representation under ISA
580 has been provided to the Executive Manager - Finance who should sign it and return it to us with
the signed accounts prior to the independent auditor’s opinion being certified.

Accounting and internal control systems
10. No material weaknesses in the accounting and internal control systems were identified during the audit

which could adversely affect the ability to record, process, summarise and report financial and other
relevant data so as to result in a material misstatement in the accounts.

Matters arising
11. In our view, the following issues require to be brought to your attention regarding the appropriateness

of accounting policies or accounting estimates and judgements, the timing of transactions, the existence
of material unusual transactions or the potential effect on the financial statements of any uncertainties.

12. Shetland Charitable Trust - This year is the first year that the accounts of Shetland Charitable Trust
(SCT) have been included in the group accounts. This is a very significant change to the council's group
financial statements and is one we support.  The council obtained the relevant financial information
from SCT's 2011/12 audited financial statements.

13. Under ISA600 'Using the work of another auditor' we are required to consider a number of matters
relating to the audit of any components included within the financial statements of the council. These
matters include the auditor's professional competence and their audit opinion, the component's
governance and internal control arrangements and accounting policies.

As the consolidation of the SCT's final audited financial statements was effected at a very late stage in
the audit process, and was not formally sponsored by the SCT, we did not obtain our standard
assurances on the above matters in this case.
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Resolution: Using information maintained by Audit Scotland and supplemented by our review of the
SCT's audited financial statements and the external auditor's report on the audit, we have been able to
obtain sufficient of the assurances required by IAS 600.

14. Bad Debt Provision. In previous years the council determined the level of bad debt provision based on
the age profile of existing debt and the likelihood of collection. In 2011/12 there was a revised approach
to determining an appropriate level of bad debt provision.  We asked for an explanation to support the
lowering of the bad debt provision to ensure that the adjustment was appropriate.

Resolution: The Executive Manager - Finance explained that the level of bad debt provision was
reviewed and considered to be too high based on recent collection rates and actual debt written off. As a
result the council has decided to reduce the level of bad debt until it is more in line with actual write-
offs, and we concur with this approach

15. Valuation of Council Houses. As in previous years, the valuation date for the council's housing stock
was the first day of the accounting period (i.e.1st April 2011). The date of valuation does not allow the
cost of any improvement works during the reporting year to be considered. During 2011/12 there were
improvement works to council houses to the value of £1.8 million. This cost has been capitalised under
componentisation.

Resolution: The council has agreed that in future years the revaluation date for non-current assets will
be at the end of the previous financial year.

16. Investment Income - The council invests in unitised products through three fund managers and each
fund manager records income and fees relating to these units differently. The treatment and disclosure
of investment income and fees is not consistent.

Resolution: The council have included an additional explanation of investment income and fees in the
notes to the financial statements. Going forward, the council intends to review the current arrangements.

17. Grant Payments. Our review of a sample of year-end grant payments made by the council identified
that some payments had been incorrectly posted to 2012/13 instead of 2011/12.

Resolution: The council reviewed all year-end grant payments and identified a total of £66,389 of
expenditure that required to be accrued into 2011/12. The financial statements have been updated to
include this accrual.

18. Heritage Assets.  A new section has been added to the Code that requires authorities to account for
tangible heritage assets in accordance with FRS 30 Heritage assets. Heritage assets are those that are
intended to be preserved in trust for future generations and are held and maintained principally for their
contribution to knowledge and culture.  Heritage assets include historical buildings, archaeological
sites, scientific equipment of historical importance, civic regalia, museum and gallery collections and
works of art.  In recognition of the difficulty in obtaining valuations for this class of assets, the Code
permits value to be measured in any way which is appropriate and relevant. In accordance with this
Code requirement, the council have recognised assets to the value of £4.768 million.
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Resolution: We are satisfied as to the approach adopted by the council in the implementation of FRS 30
and that, as this is a change in accounting policy, the previous year's figures have been appropriately
restated in accordance with IAS 8.

Outstanding Information
19. As part of the completion of our audit we seek written assurances from the Executive Manager -

Finance on aspects of the accounts and judgements and estimates made. A draft letter of representation
under ISA 580 will be provided to the Executive Manager - Finance. This should be signed and
returned by the Executive Manager - Finance prior to the independent auditor’s opinion being certified.

20. A completed Whole of Government Accounts (WGA) template is required to be submitted to us
incorporating all changes to the financial statements, in advance of the deadline date of 30 September
2012.

Acknowledgements
21. We would like to express our thanks to the staff of Shetland Island's Council for their help and

assistance during the audit of this year’s financial statements which has enabled us to provide an audit
report within the agreed timetable.
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APPENDIX A:  Proposed
Independent Auditor’s
Report
Independent auditor’s report to the members of Shetland Islands Council and the Accounts
Commission for Scotland

I certify that I have audited the financial statements of Shetland Islands Council and its group for the year
ended 31 March 2012 under Part VII of the Local Government (Scotland) Act 1973. The financial statements
comprise the group and authority-only Comprehensive Income and Expenditure Statements, Movement in
Reserves Statements, Balance Sheets, and Cash-Flow Statements, the authority-only Housing Revenue
Account Income and Expenditure Statement, the Movement on the Housing Revenue Account Statement, the
Council Tax Income Account, and the Non-domestic Rate Account and the related notes. The financial
reporting framework that has been applied in their preparation is applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union, and as interpreted and adapted by the Code
of Practice on Local Authority Accounting in the United Kingdom 2011/12 (the 2011/12 Code).

This report is made solely to the parties to whom it is addressed in accordance with Part VII of the Local
Government (Scotland) Act 1973 and for no other purpose. In accordance with paragraph 125 of the Code of
Audit Practice approved by the Accounts Commission for Scotland, I do not undertake to have
responsibilities to members or officers, in their individual capacities, or to third parties.

Respective responsibilities of the Executive Manager - Finance and auditor

As explained more fully in the Statement of Responsibilities on Page 35, the Executive Manager - Finance is
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. My responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) as required by the Code of Audit
Practice approved by the Accounts Commission for Scotland. Those standards require me to comply with the
Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of: whether the accounting policies are appropriate to
Shetland Islands Council and its group's circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the Executive Manager - Finance;
and the overall presentation of the financial statements. In addition, I read all the financial and non-financial
information in the statement of accounts to identify material inconsistencies with the audited financial
statements.  If I become aware of any apparent material misstatements or inconsistencies I consider the
implications for my report.
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Opinion on financial statements

In my opinion the financial statements:

give a true and fair view in accordance with applicable law and the 2011/12 Code of the state of
the affairs of Shetland Islands Council and its group as at 31 March 2012 and of the income and
expenditure of the group and the body for the year then ended;

have been properly prepared in accordance with IFRSs as adopted by the European Union, as
interpreted and adapted by the 2011/12 Code; and

have been prepared in accordance with the requirements of the Local Government (Scotland) Act
1973 and the Local Government in Scotland Act 2003.

Opinion on other prescribed matters

In my opinion:

the part of the Remuneration Report to be audited has been properly prepared in accordance with
The Local Authority Accounts (Scotland) Regulations 1985; and

the information given in the Explanatory Foreword for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which I am required to report by exception

I am required to report to you if, in my opinion:

adequate accounting records have not been kept; or

the financial statements and the part of the Remuneration Report to be audited are not in
agreement with the accounting records; or

I have not received all the information and explanations I require for my audit; or

the Annual Governance Statement does not comply with Delivering Good Governance in Local
Government; or

there has been a failure to achieve a prescribed financial objective.

I have nothing to report in respect of these matters.

David McConnell, CPFA                                                                                             27 September 2012
Assistant Director
Audit Scotland
7th Floor, Plaza Tower
East Kilbride, G74 1LW
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