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REPORT BY: DIRECTOR OF FINANCE 
 
REPORT NO: 7-2012 
 
 
1  PURPOSE OF REPORT 

 
Th is  re p o rt is  a re s p o ns e  to  th e  re p o rt p re p are d  b y  th e  Fu nd 's  E x te rnal A u d ito r o n th e  au d it o f 
Tay s id e  Su p e rannu atio n Fu nd s  fo r th e  y e ar to  3 1 Marc h  2011.  A  c o p y  o f th e  E x te rnal 
A u d ito r's  re p o rt (Re p o rt N o  6 -2012) and  th e  2010/2011 A nnu al Re p o rt and  A c c o u nts  fo r th e  
Tay s id e  Su p e rannu atio n Fu nd s  (Re p o rt N o  8 -2012) are  inc lu d e d  o n th e  ag e nd a as  s e p arate  
ite m s . 

 
2 RECOMMENDATIONS 
 

It is  re c o m m e nd e d  th at th e  Co m m itte e : 
 
i  e nd o rs e s  th is  re p o rt as  th e  Fu nd 's  fo rm al re s p o ns e  to  th e  E x te rnal A u d ito r's  re p o rt. 

 
ii  no te s  th e  c o m p le te d  A c tio n Plan ap p e nd e d  to  th is  re p o rt. 

 
3   FINANCIAL IMPLICATIONS 
 

N o ne . 
 
4   MAIN TEXT 
 
4 .1 Intro d u c tio n 
 

E x te rnal au d it is  o ne  o f th e  k e y  m e th o d s  b y  w h ic h  th e  ac tiv itie s  and  p e rfo rm anc e  o f lo c al 
g o v e rnm e nt are  ind e p e nd e ntly  s c ru tinis e d  and  re p o rte d  u p o n. Th e  e x te rnal au d it o f Tay s id e  
Su p e rannu atio n Fu nd s  fo r th e  financ ial y e ar 2010/2011 w as  c arrie d  o u t b y  Mr Mark  Tay lo r 
CPFA , A s s is tant D ire c to r - A u d it Se rv ic e s , A u d it Sc o tland . L o c al au th o rity  e x te rnal au d ito rs  
are  ap p o inte d  fo r a fiv e  y e ar p e rio d  and  th e  financ ial y e ar 2010/2011 m ark e d  th e  final y e ar o f 
A u d it Sc o tland 's  c u rre nt ap p o intm e nt..  Fro m  ne x t financ ial y e ar 2011/12, th e  ne w  au d it firm  
ap p o inte d  fo r th e  Fu nd  w ill b e  K PMG  L L P. 

 
4 .2  E x te rnal A u d ito r's  Re p o rt 
 

Th e  E x te rnal A u d ito r's  re p o rt o u tline s  h is  m ain re s p o ns ib ilitie s  as  au d ito r and  d e s c rib e s  th e  
s c o p e  o f au d it w o rk  u nd e rtak e n d u ring  2010/2011 and  th e  is s u e s  aris ing  fro m  th at w o rk . Th e  
re p o rt is  d iv id e d  into  th e  fo llo w ing  fo u r k e y  are as : 

 
-  Financ ial State m e nts  
-  Financ ial Po s itio n 
-  G o v e rnanc e  & A c c o u ntab ility  
-  U s e  o f Re s o u rc e s  and  Pe rfo rm anc e  

 
4 .3  In ad d itio n to  th e  E le c te d  Me m b e rs  o f D u nd e e  City  Co u nc il, th e  E x te rnal A u d ito r's  re p o rt is  

als o  ad d re s s e d  to  th e  Co ntro lle r o f A u d it at th e  A c c o u nts  Co m m is s io n fo r Sc o tland . G iv e n th is  
w id e r au d ie nc e , and  th e  e x te nt o f th e  E x te rnal A u d ito r's  re s p o ns ib ilitie s  and  s c o p e  o f w o rk , 
h is  re p o rt is  b y  ne c e s s ity  b o th  fu ls o m e  and  e x te ns iv e . A ny  E x te rnal A u d ito r's  re p o rts  is s u e d  
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p re v io u s ly  alre ad y  inc lu d e  ag re e d  m anag e m e nt ac tio n p lans  th at are  th e  s u b je c t o f s e p arate  
c o ns id e ratio n b y  th e  Sc ru tiny  Co m m itte e .  A c c o rd ing ly , it is  no t th e  inte ntio n in th is  re p o rt to  
p ro v id e  a d e taile d  re s p o ns e  o r c o m m e ntary  o n all o f th e  E x te rnal A u d ito r's  find ing s . 

 
4 .4   A c tio n Plan 
 

Th e  E x te rnal A u d ito r h as  id e ntifie d  s e v e n k e y  is s u e s  aris ing  fro m  h is  2010/2011 au d it th at h e  
c o ns id e rs  re q u ire  fu rth e r ac tio n b y  th e  Fu nd s . Th e s e  re late  to : 
 
1  A c c o u nts  s u b m is s io n 
2  B u d g e tary  c o ntro l 
3   Pro c e s s e s  and  c o m m itte e s  
4   Inte rnal au d it 
5   Inte rnal c o ntro l 
6   A d m inis tratio n p e rfo rm anc e  
7  Pe rfo rm anc e  m e as u re m e nt o u tc o m e s  

 
Th e s e  m atte rs  h av e  b e e n c o ns id e re d  c are fu lly  b y  th e  D ire c to r o f Financ e  and  th e  c o m p le te d  
ac tio n p lan, inc o rp o rating  th e  "p lanne d  m anag e m e nt ac tio n", is  ap p e nd e d  to  th is  re p o rt and  to  
th e  E x te rnal A u d ito r's  re p o rt. Th e  p ro g re s s  o n im p le m e nting  th e s e  ag re e d  ac tio n p o ints  w ill 
b e  m o nito re d  th ro u g h  th e  Fu nd 's  p ro c e d u re s  fo r d e aling  w ith  e x te rnal au d it re p o rts  and  
re v ie w ing  p re v io u s ly  ag re e d  ac tio n p lans . 

 
4 .5   Co nc lu s io ns  
 

D u ring  2010/2011, th e  E x te rnal A u d ito r e x am ine d  a nu m b e r o f are as  c o v e ring  a w id e  rang e  
o f th e  City  Co u nc il's  ac tiv itie s . W h ils t s o m e  are as  fo r im p ro v e m e nt h av e  b e e n id e ntifie d , it is  
p le as ing  to  no te  th at th e  au d ito r's  o v e rall find ing s  and  c o nc lu s io ns  are  s atis fac to ry . In 
p artic u lar, th e  Co u nc il c an tak e  e nc o u rag e m e nt fro m  th e  fo llo w ing  find ing s : 
 
-  th e  ac c o u nts  w e re  s u b m itte d  o n tim e  and  th e re  w as  no  q u alific atio n to  th e  au d ito r's  

o p inio n 
- no  m ate rial w e ak ne s s e s  in th e  ac c o u nting  and  inte rnal c o ntro l s y s te m s  w e re  id e ntifie d  

d u ring  th e  au d it p ro c e s s  
- th e  inc lu s io n o f th e  G o v e rnanc e  Co m p lianc e  State m e nt w ith in th e  ac c o u nts  h as  

s atis fie d  th e  le v e l o f c o m p lianc e  re q u ire d  b y  th e  Sc o ttis h  G o v e rnm e nt's  g u id anc e  
  

A s  th is  is  th e  las t y e ar o f A u d it Sc o tland 's  c u rre nt au d it ap p o intm e nt, th e  D ire c to r o f Financ e  
w o u ld  tak e  th is  o p p o rtu nity  to  ac k no w le d g e  th e  g o o d  w o rk ing  re latio ns h ip  th at e x is te d  o v e r 
th is  p e rio d  and  th ank  all e x te rnal au d it s taff fo r th e ir w o rk  d u ring  th e  las t fiv e  y e ars . 
 

5   POLICY IMPLICATIONS 
 

Th is  re p o rt h as  b e e n s c re e ne d  fo r any  p o lic y  im p lic atio ns  in re s p e c t o f Su s tainab ility , 
Strate g ic  E nv iro nm e ntal A s s e s s m e nt, A nti-Po v e rty , E q u ality  Im p ac t A s s e s s m e nt and  Ris k  
Manag e m e nt. Th e re  are  no  m ajo r is s u e s . 

 
6   CONSULTATIONS 
 

Th e  Ch ie f E x e c u tiv e  and  D e p u te  Ch ie f E x e c u tiv e  (Su p p o rt Se rv ic e s ) h av e  b e e n c o ns u lte d  o n 
th e  c o nte nt o f th is  re p o rt. 
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7  BACK G ROUND PAPERS 
 

A u d it Sc o tland : Tay s id e  Su p e rannu atio n Fu nd s  - A nnu al Re p o rt o n th e  2010/2011 A u d it 
(N o v e m b e r 2011). 

 
 
 
 
 
 
MARJORY M STEW ART 
DIRECTOR OF FINANCE    21 DECEMBER 2011 
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Ap p e n d ix  B: a c tio n  p la n  
K e y  Ris k  Ar e a s  a n d  Pla n n e d  Ma n a g e m e n t Ac tio n  

Ac tio n  

Po in t 

Re fe r  

Pa r a  

No  

Ris k  Id e n tifie d  Pla n n e d  Ma n a g e m e n t 

Ac tio n  

Re s p o n s ib le  

Offic e r  

Ta r g e t Da te  

1 19. In fu tu re  y e ars  th e  

c e rtific atio n d ate  fo r th e  

financ ial s tate m e nts  w ill 

b e  3 0 Se p te m b e r in line  

w ith  o th e r lo c al au th o rity  

b o d ie s .  A d m inis te ring  

au th o ritie s  w ill ne e d  to  

p lan th e ir ap p ro ac h  to  th e  

p re p aratio n o f th e  annu al 

re p o rt to  e ns u re  th at all 

ne c e s s ary  th ird  p arty  

info rm atio n is  av ailab le  to  

m e e t th is  d e ad line . 

Risk: insufficient or 

inadequate preparation 

means that the financial 

statements are not 

prepared and certified 

within the required 

timescale. 

Th e  2010/11u nau d ite d  

ac c o u nts  w e re  

s u b m itte d   o n 3 0 J u ne  

2011. 

 

W e  d o  no t e nv is ag e  

any  is s u e s  w ith  

ac h ie v ing  th e  

c e rtific atio n d ate  o f 3 0 

Se p te m b e r 2012.    

E x c h e q u e r 

O ffic e r 

J u ne  2012 

2 28 . Th e  p e ns io n fu nd  d o e s  no t 

s e t a b u d g e t fo r its  

ac tiv itie s  o r re p o rt o n 

p ro g re s s  th ro u g h  th e  y e ar.  

Th e re  are , h o w e v e r s o m e  

e le m e nts  (ad m inis tratio n 

c o s ts , inv e s tm e nt 

m anag e r e x p e ns e s  and  

o th e r o v e rh e ad s ) w h e re  it 

d o e s  h av e  s o m e  c o ntro l 

and  w o u ld  b e  h e lp fu l to  

s e t a b u d g e t fo r s u c h  

are as  o f e x p e nd itu re . 

Risk: in the ab sence of 

rob ust b udg etary  control 

Th e  p e ns io n fu nd  w ill 

s e t b u d g e ts  fo r 

2011/12 fo r 

c o ntro llab le  are as . 

 

Th is  w ill fo rm  p art o f 

th e  p e ns io n fu nd  

b u s ine s s  p lan w h ic h  

w ill b e  re p o rte d  to  

c o m m itte e  in Fe b ru ary  

2012. 

E x c h e q u e r 

O ffic e r 

Fe b ru ary  

2012 
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Ac tio n  

Po in t 

Re fe r  

Pa r a  

No  

Ris k  Id e n tifie d  Pla n n e d  Ma n a g e m e n t 

Ac tio n  

Re s p o n s ib le  

Offic e r  

Ta r g e t Da te  

the administering  authority  

may  not b e fully  effectiv e 

in controlling  costs. 

3  4 2. W e  no te  th at th e re  is  little  

e v id e nc e  o f th e  Po lic y  and  

Re s o u rc e s  Co m m itte e  

ro u tine ly  and  ac tiv e ly  

c o ns id e ring  Pe ns io n Fu nd  

re late d  m atte rs . 

Risk: without adequate 

scrutiny  and challeng e the 

administering  authority  

may  fail to achiev e b est 

practice and to max imise 

performance of the funds.  

Th e  Po lic y  and  

Re s o u rc e s  h as  

p ro v id e d  a c le ar re m it 

to  th e  Su p e rannu atio n 

s u b -c o m m itte e  and  

re c e iv e s  th e  m inu te s  o f 

its  m e e ting s . 

n/a n/a 

4  4 5 . W e  no te  th at th e re  is  

c u rre ntly  no  p ro g ram m e  o f 

inte rnal au d it w o rk  

s p e c ific ally  targ e te d  at th e  

fu nd s  and  th e re  h as  b e e n 

no  inte rnal au d it ac tiv ity  in 

th is  are a fo r 2010/11.  W e  

h av e  th e re fo re  b e e n 

u nab le  to  p lac e  any  

re lianc e  o n inte rnal au d it 

w o rk  d u ring  2010/11. 

Risk: in the ab sence of an 

internal audit function the 

administering  authority  

may  lack the assurance it 

needs to determine that all 

key  controls are operating  

and effectiv e. 

A s  D u nd e e  City  Co u nc il 

ad m inis te rs  th e  

Pe ns io n Fu nd  any  

p lanne d  au d it w o rk  and  

s u b s e q u e nt re p o rts  w ill 

b e  tak e n to  th e  Sc ru tiny  

Co m m itte e . 

 

A n ite m  is  inc lu d e d  in 

th e  2011/12 A u d it Plan 

H e ad  o f 

Financ ial 

Se rv ic e s  

n/a 

5  5 0. A t 3 1 Marc h  2011 th e  

fu nd s ' inv e s tm e nt 

m anag e rs  h e ld  c as h  

b alanc e s  o f £ 4 9.8  m illio n.  

In 2010/11 trans ac tio ns  in 

e x c e s s  o f £ 1.2 b illio n w e re  

Th e  Fu nd  Manag e rs  

c u rre ntly  p ro v id e  

q u arte rly  c as h  

re c o nc iliatio ns .  W e  w ill 

re v ie w  annu al c as h  

re c o nc iliatio ns  fro m  

E x c h e q u e r 

O ffic e r 

J u ne  2012 
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Ac tio n  

Po in t 

Re fe r  

Pa r a  

No  

Ris k  Id e n tifie d  Pla n n e d  Ma n a g e m e n t 

Ac tio n  

Re s p o n s ib le  

Offic e r  

Ta r g e t Da te  

p ro c e s s e d  th ro u g h  th e s e  

c as h  ac c o u nts .  H o w e v e r, 

w e  no te d  th at ac c o u nting  

arrang e m e nts  fo r th e  

inv e s tm e nt m anag e rs ' 

c as h  ac c o u nts  c o u ld  b e  

s tre ng th e ne d .  W h ile  w e  

are  s atis fie d  th at c as h  

b alanc e s  h e ld  b y  

inv e s tm e nt m anag e rs  are  

fairly  s tate d , th e  

E x c h e q u e r O ffic e r s h o u ld  

re c o nc ile  o p e ning  and  

c lo s ing  c as h  p o s itio ns . 

Risks: inv estment 

transactions may  b e 

incorrectly  or incompletely  

recorded.   

e ac h  m anag e r.  

6  6 3 . A  nu m b e r o f K PIs  fo r 

ad m inis tratio n s u c h  as  

s p e e d  o f v ario u s  

p ro c e s s e s  and  th e  u nit 

c o s t p e r s c h e m e  

m e m b e r/p e ns io ne r are  

c o m p are d  ag ains t 

b e nc h m ark s .  Th e s e  

re s u lts  h av e  h o w e v e r no t 

b e e n re p o rte d  to  and  

re v ie w e d  b y  th e  

Su p e rannu atio n 

Inv e s tm e nt s u b -

c o m m itte e .  . 

Risk: without monitoring , 

rev iew and challeng e 

these indicators may  not 

ne effectiv e in supporting  

continuous improv ement.. 

K PIs  w ill b e  re p o rte d  

as  p art o f th e  u p d ate d  

B u s ine s s  Plan. 

Pe ns io ns  

Manag e r 

Fe b ru ary  

2012 

7 6 4 . K PIs  p ro d u c e d  b y  th e  

ad m inis te ring  au th o rity  are  

no t w id e ly  re p o rte d  to  fu nd  

K PIs  w ill b e  inc lu d e d  

w ith in th e  A nnu al 

Re p o rt and  A c c o u nts  

E x c h e q u e r 

O ffic e r 

J u ne  2012 
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Ac tio n  

Po in t 

Re fe r  

Pa r a  

No  

Ris k  Id e n tifie d  Pla n n e d  Ma n a g e m e n t 

Ac tio n  

Re s p o n s ib le  

Offic e r  

Ta r g e t Da te  

m e m b e rs .  

Risk: fund memb ers do 

not hav e the opportunity  to 

monitor the performance 

of the pension 

administration function. 

2011/12. 

 
 


