
NORTH LANARKSHIRE COUNCIL 
AENDA mw NO. ....Ye ....an 

TO: MEETING OF NORTH 
LANARKSHIRE COUNCIL ON 18 
SEPTEMBER 1997 

INTERNAL MEMORANDUM 

FROM: DIRECTOR OF FINANCE 

Ask for Mr John Milne Ext. 2200 

Your Ref. 

MvRef. JM/YY 

Date 1 September 1997 

Copied to: Subject REPORT BY CONTROLLER OF 
AUDIT UNDER S 102(1) OF THE 
1973 ACT 

I refer to the attached letter of 1 July 1997 from the Controller of Audit enclosing his Report in 
terms of the Section 102(1) of the Local Government (Scotland) Act 1973. The Report names a 
number of authorities as having failed, as at 30 June 1997, to submit for audit, the accounts of 
predecessor authorities for the year to 31 March 1996. North Lanarkshire Council is named in 
respect of the accounts of Monklands District Council. 

In terms of statutory requirements, a copy of the Controller's Report was provided to all members 
on 3 July 1997. Other statutory requirements relating to public notice of the meeting to consider 
the Report are also in hand. 

The Chief Auditor of the Accounts commission, who is the External Auditor in respect of these 
accounts, had in his possession, by the end of May 1997, a complete set of accounts and the 
audit was started during May. However, due to a failure in communication between the staff of 
the Finance Department, of the Chief Auditor and of the Controller, the required copy was not 
sent to the Controller himself. On receipt of the Report, a copy of the accounts was sent by 
return and the Controller advised the Accounts Commission in his report of 18 July that the 
accounts of Monklands District Council are now available. 

There is thus no further action to be taken. 

Director of Finance 



cn, 
Accounts& 
Commission 

f o r  S c o t l a n d  
1 July 1997 

Mr Andrew Cowe 
Chef  Executive 
North Lanarkshue Council 
PO Box 14 
Civic Centre 
MOTHERWELL 
ML11Tw 

Dear Mr Cowe 

Statutory Report: Completion of 1995/96 Audits of Former Local Authorities 

In the Controller’s absence, I enclose two copies of a statutory report w h c h  he has made under Section 
102(1) of the Local Government (Scotland) Act 1973. 

The report has been forwarded to satisfy the requirement in Section 102(1) to send a copy to any local 
authority named therein. The second enclosed copy is to enable you to comply with the requirements of 
Section 102(2il) of the Act to supply each member of the authority with a copy. 

There are certain other procedural steps which the recipient authority requires to take following the 
receipt of a report of this type. These are contained in Sections 5 and 6 of the Local Government Act 
1992. 

A copy of the report has been sent to C O S U  for information. 

The report will be considered by the Accounts Commission at their meeting on 9 July 1997 

Yours sincerely 

Director of Audlt Strategy 

Enc. 

18 George Street Edinburgh EH2 2QU 
Facsimile 0131 477 4567 Telephone 0131 477 1234 

Chairman Professor J P Percv CBE CA Controller of Audit Robert W Black 
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COMPLETION OF 1995/96 AUDITS OF 
FORMER LOCAL AUTHORITIES 
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A REPORT BY THE CONTROLLER OF AUDIT T O  THE ACCOUNTS COMMISSION 
IN TERMS O F  

SECTION 102(1) OF THE LOCAL GOVERNMENT (SCOTLAND) ACT 1973 

COMPLETION O F  1995/96 AUDITS OF FORMER LOCAL AUTHORITIES 

1. INTRODUCTION 

1.1 Councils are accountable to the public for their stewardship of public funds. I t  is therefore essential 
that the financial results are reported quickly and effectively. 

1.2 hly office has been monitoring the progress of completion of the audits of the 1995/96 accounts of 
local authorities. In March of this year, the Director of A u d t  Strategy wrote to council chef  executives 
seektng their assurance that all reasonable steps were being taken to assist audtors in completing 
1995/96 audts. In Apnl, I wrote to chief executives expressing my concern at the delays in the 
completion of the audits. 

1.3 A s  a result of my concern about the dfficulties being experienced by audtors in completing the audts 
the Commission requested a report on the position across local authorities generally. “his report is in 
response to that request. It relates to the former 9 regional councils and 53 &strict councils whch  were 
the principal bodes  affected by local government reorganisation. 

2. ARRANGEMENTS FOR THE CLOSURE OF 1995/96 ACCOUNTS 

3.1 The former local authorities ceased to exist on 31 March 1996 and were replaced by 32 new unitary 
councils. Under regulations the new councils were designated as accounting authorities and given the 
responsibhty for the closure of the accounts of the former councils. In practice, some accounting 
authorities are responsible for the closure of the accounts of several former authorities. At the most 
extreme one new council has responsibdity for 9 sets of accounts relating to former councils. 

2.2 The closure of the 1995/96 accounts had to be undertaken at  the same time as the new councils were 
setting up their financial arrangements. This created a heavy initial workload for the new authorities 
many of whom had suffered a loss of experienced staff on re-organisation. Collectively these factors 
created considerable pressure on the new authorities in the year immediately following reorganisation. 

’ 

In recogrution of this problem the normal statutory date for the production of accounts for au&t (31 
August) was extended by the Secretary of State to 31 October. 

2.3 A survey was undertaken to identify more precisely the factors that have contributed to the delay in the 
closure of the 1995/96 accounts and the completion of audts and to assess their relative significance. 
Audtors were asked to provide details about the position on each of their 1995/96 local authority 
audts. 
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3. PROGRESS TO DATE 

3.1 Table 1 identifies the number of accounts that were available for a u d t  (out of 62 authorities) at the 
dates shown. 

TABLE 1 

DATE BY WHICH 1995/96 ACCOUNTS WERE AVAILABLE FOR AUDIT 

Received by: 

31 Oct  1996 
(statutory date) 

30 Nov  1996 

31 Dec 1996 

31 Jan 1997 

28 Feb 1997 

31 Mar 1997 

30 Apr 1997 

31 May 1997 

c 

Monthly Total Cumulative Total 

27 27 

15 

10 

1 

4 

1 

1 

42 

52 

53 

57 

58 

59 

59 

30 Jun 1997 59 

3.2 The above table shows that some 12 months after the fmancial year to which they relate, 4 sets of 
accounts had still not been presented for audit. At the date of this report (30 June 1997) 59 sets of 
accounts were available for audit, leaving 3 sets s t l l l  outstanding. These are in respect of: 

Former Authority Accounthp A u t h o r i ~  

Strathclyde Regonal Council City of Glasgow Council 

Tayside Regional Council City of Dundee Council 

Monklands District Council North Lanarkshue Council 
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. 
3.3 Table 2 shows the number of audits completed (out of a total of 62) from 31 December 1996 onwards. 

4. 

T A B L E  2 

D A T E  BY W H I C H  1995/96 AUDITS C O M P L E T E D  

Completed by: Monthly Total  Cumulative Tota l  

31 Dec 1996 1 1 

31 Jan 1997 1 

28 Feb 1997 1 2 

31 Mar 1997 3 5 

30 Apr 1997 5 

31 May 1997 5 10 
I 

30 Tun 1997 6 16 

FACTORS W H I C H  HAVE DELAYED A U D I T  C O M P L E T I O N  

4.1 With 31 October 1996 as the statutory date for accounts to be available for au&t it would have been 
reasonable to expect all 1995/96 audm to be complete by 31 January 1997. Consequently, any audits 
completed after that date can be considered to have been delayed. 

1.2 The information in the above tables shows that while most accounts were available for audit by 31 
December 1996 few audm were completed w i h  the 3 month target completion period. The survey 
has identified the following as the principal factors that contributed to the delay: 

late production of accounts 

initial accounts incomplete or inaccurate 

late production of supporting workmg papers 

delays in respondmg to au&t queries 

delays in effecting audit adjustments 

time taken to have audlted accounts printed 

delays arising from audtors having to reschedule work. 

C irepuru'SR 97- I.Curnoleuun 
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3.3 It is clear from the survey that the 3 most important factors which have prevented the timeous 
completion of 1995/96 audits have been the initial delays in the production of the accounts for audt ,  
the unacceptable quahty of some of those accounts and working papers and subsequent delays in 
respondmg to issues arising from the a u d t  process. These factors, in turn, impacted adversely on  
audtors’ normal fmal accounts timetables and, in many instances, necessitated re-scheduhg of a u d t  
work. 

4.4 It is evident from the survey that the most s ip f i can t  single factor that has contributed to the late 
Completion of audits has been the f d u r e  of some authorities to assign sufficient staff resources, with 
adequate knowledge and esperience, to enable the 1995/96 accounts to be prepared by the statutory 
date and a u d t  issues to be addressed and resolved timeously. 

. 

4.5 The  delays in completion of 1995/96 audts  have a number of serious implications. 
summarised in the Appendtv to this report. 

These are 

5. SUMMARY AND CONCLUSION 

5.1 The process of local government reorganisation undoubtedly created considerable pressures for the new 
local authorities. It appears, however, from the survey that many councils have not gwen sufficient 
priority and resources to progressing and resolving issues relating to the 1995/96 accounts. W e  27 
authorities met the statutory completion date for the production of abstracts and a further 25 had their 
accounts ready by 31 December 1996 the remaining authorities have been slow to produce 1995/96 
accounts, with 3 s t d  outstanding a t  the date of t h l s  report. 

5.2 I am very concerned that, at the date of  t h l s  report, 46 out of the 62 audts  are s d l  outstandmg. In  my 
view, in many cases there has been a failure to account to the public within a reasonable timescale for 
the financial stewardshp and performance of the regional and district councils w h c h  ceased to exist on 
31 March 1996. 

ROBERTWBLACK 
Controller of Audit 
30 June 1997 
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