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1. Executive Summary

Introduction

1. As part of the 2025/26 internal audit plan, approved by the Audit & Scrutiny Committee in
March 2025, we have undertaken an audit of Argyll and Bute Council’s (the Council) system of
internal control and governance in relation to Rural Growth Deal.

2. The audit was conducted in accordance with the Global Internal Audit Standards (GIAS) with our
conclusions based on discussions with council officers and the information available at the time
the fieldwork was performed. The findings outlined in this report are only those which have
come to our attention during the course of our normal audit work and are not necessarily all the
issues which may exist. Appendix 1 to this report includes agreed actions to strengthen internal
control however it is the responsibility of management to determine the extent of the internal
control system appropriate to the Council.

3. The contents of this report have been agreed with the appropriate council officers to confirm
factual accuracy, and appreciation is due for the cooperation and assistance received from all
officers over the course of the audit.

Background

4. The Argyll and Bute Rural Growth Deal (RGD) “Argyll the Natural Choice” is a tri-partite
agreement between Argyll and Bute Council, the Scottish Government and the UK Government
and is a partnership approach to rural economic development.

5. The Scottish and UK governments, on 10™" March 2025, signed the Full Deal £70 million
investment programme with Argyll and Bute Council to deliver vital economic growth for the
area. The 10-year Argyll and Bute Rural Growth Deal (RGD) will see the Scottish and UK
Governments each contributing £25 million of funding, with the Council, along with key
partners, seeking to contribute at least £20 million of match funding throughout the programme
in order to accelerate inclusive economic growth for the region.

6. Argyll and Bute Council have worked with both the UK and Scottish Government to develop
projects that are aligned to each Government’s priorities including housing, aquaculture, skills,
tourism, engineering, digital and innovation and will be delivered over a 10-year period, subject
to detailed businesses cases, statutory processes and implementation plans.

7. The Argyll and Bute RGD programme of investment is expected to deliver significant economic
benefits for communities and businesses and provide a catalyst for inclusive economic growth to
retain and attract working-age people in the area. Benefits and opportunities, include new jobs,
business space, workforce training, housing development, and increased visitor numbers, which
can help to anchor future prosperity in the area.

8. Investment will be spread across the seven investment themes which underpin the RGD:

e Tourism — Creating a World Class Visitor Destination
e Creating a Low Carbon Economy

e Rural Skills Accelerator Programme

e Housing to Attract Economic Growth

e Clyde Engineering and Innovation Cluster
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e West Coast UAV Logistics and Training Hub
e Marine Aquaculture Programme

Investment in projects, within the themes above, is subject to the final full business case
approvals for each project by the Argyll and Bute RGD Programme Board and UK or Scottish
Government, or from both Governments in the case of jointly funded projects.

Business case information must satisfy the relevant government(s) that the proposed activities
are feasible, sustainable, value for money, and will deliver suitable returns on investment. The
government(s) must also be satisfied that business cases comply with the UK Government’s
subsidy control regime.

Argyll and Bute Council has the role of accountable body for the RGD and is responsible for:

e Reporting to the UK and Scottish Governments in accordance with the requirements of
the legal agreements.

e Receiving and managing RGD funding relating to RGD projects.

e Enteringinto legal grant funding agreements with project lead organisations.

e Making grant payments to project lead organisations in accordance with the terms and
conditions of the grant funding agreements.

e Managing the funding in accordance with the requirements of the legal agreements with
the UK Government and Scottish Government.

e Making the ultimate decision on the payment of funds to project lead organisations to
ensure that RGD funding is used for the agreed purposes and in accordance with terms
and conditions.

All partners to the RGD are responsible for responding to any requests from or
recommendations set out by Audit Scotland or the National Audit Office in relation to any audit
undertaken on the RGD. The partners will also take account (where appropriate) of
recommendations in relation to audits of the wider City Region and RGD programme.

The Council’s Chief Internal Auditor has been appointed to coordinate audit activity throughout
the programme; this will include liaison with partner auditors to obtain annual confirmation of
regular and planned reviews of grant funded activities and a specific review of RGD within the
Council’s Annual Audit Plan at least every two years. The results of internal audits will be
submitted to the Scottish and UK Governments upon completion or request.

The RGD has a defined duration, which has been agreed upon with the UK Government and
Scottish Government. A Deal completes at the end of the last financial year within the agreed
Deal duration, for the Argyll and Bute RGD this is 2034.

Scope

The scope of the audit was to review, assess and determine if expenditure is in accordance with
the funding agreement and that appropriate records are kept to support claims as outlined in
the Terms of Reference agreed with the Head of Development and Economic Growth on 20
March 2026.

Topical Requirements

Topical Requirements are a new, mandatory component of the updated International
Professional Practices Framework for internal auditing, they must be followed when auditing
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subjects for which a Topical Requirement exists or when aspects of the Topical Requirement are
identified within other audits.

This audit is not assessed as meeting the requirements for either the Third Party or Cyber
Security Topical Requirements, on the basis that the audit is focused on the internal processes
and procedures relating to the management of the Rural Growth Deal Funding.

Key Dates

The Terms of Reference provided provisional timescales for the review to take place, the actual
dates are noted below.

Stage Actual Date
Terms of Reference agreed 20 March 2026
Fieldwork Commencement 23 March 2026
Draft Report issued 22 May 2026
Management Comments received 25 May 2026
Final Report issued 25 May 2026
Audit and Scrutiny Committee 11 June 2026
Risks
The risks considered throughout the audit were:
e Audit Risk 1: Failure to comply with Rural Growth Deal (RGD) legal agreements.
e Audit Risk 2: Failure to implement comprehensive internal controls that take cognisance
of RGD terms and conditions.
e Audit Risk 3: Programme and project risks are not effectively identified, escalated or
monitored.
e Audit Risk 4: Failure to ensure RGD team is adequately resourced to support Programme
delivery.
Audit Opinion
We provide an overall audit opinion for all the audits we conduct. This is based on our

judgement on the level of assurance which we can take over the established internal controls,
governance and management of risk as evidenced by our audit work. Full details of the five
possible categories of audit opinion is provided in Appendix 2 to this report.

Our overall audit opinion for this audit is that we can take a reasonable level of assurance. This
means that internal control, governance and the management of risk are broadly reliable.
However, whilst not displaying a general trend, there are areas of concern which have been

identified where elements of residual risk or weakness may put some of the system objectives at
risk.

Recommendations

We have highlighted three medium priority recommendations. These are summarised below:
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e Risks relating to abortive development costs should be included within the Council’s
Operational Risk Register.

e Record retention — No document and record retention schedule has been created for
the RGD Programme. This should be developed and communicated to all relevant
parties and updated on the service’s Information Asset Register.

e The RGD Team/PMO should develop written procedures and checklists, detailing key
tasks, roles and responsibilities of staff and the support from other Council Services, to
help demonstrate controls that are in place and promote better separation of duties.

23. Full details of the audit findings, recommendations and management responses can be found in
Section 3 of this report and in the action plan at Appendix 1.

2. Objectives and Summary Assessment

24. Exhibit 1 sets out the control objectives identified during the planning phase of the audit and our

assessment against each objective.

Control Objective Link to Risk | Assessment | Summary Conclusion
1 | Governance All risks High The governance arrangements set out

arrangements, in the signed Full Deal Document and

stated in the signed Governance Plan are in place and

Full Deal Document operating effectively, with robust

and Governance escalation and decision-making

Plan, are in place processes evidenced through meeting

and functioning documentation. However, Programme

effectively, with Board minutes are not currently

records available to published on the RGD webpage—an

evidence decisions issue already identified across the

made. national City and Region Deal
Programme, by the Scottish
Parliament’s Economy and Fair Work
Committee. Work is underway by the
RGD PMO and the Council’s
Governance, Risk and Safety Manager
to address this. Additionally, the
programme’s extended record
retention period has not yet been
communicated to other Council
services or projects.

2 | ARGD Programme All risks High Robust processes are in place for

Risk Register is in recording, reviewing and reporting

place, details risks programme and project risks,

for overall supported by clear evidence and

Programme and escalation through governance

individual projects, arrangements. The RGD Programme

is regularly maintains an overarching risk register,

reviewed, updated with individual registers at project

and reported upon. level, and risks and mitigations are
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regularly reported to relevant boards,
the Council’s Policy and Resources
Committee, and both UK and Scottish
Governments. However, the Council’s
Operational Risk Register does not
currently capture the risk of abortive
development costs should projects not
progress beyond the Full Business Case
stage.

3 | Comprehensive
procedures and
checklists are in
place to ensure
compliance with
RGD Full deal
requirements, Grant
Offer Letter
conditions and
guidance issued by
the Governments.

All risks

Limited

The RGD Team/PMO has established its
working practices using available
guidance and existing Council
processes, including financial,
procurement and project management
frameworks; however, no formal
procedures, checklists or documented
roles and responsibilities are in place.
With only two full-time staff overseen
by the Transformational Projects and
Regeneration Manager, who also acts
as RGD Programme Manager,
segregation of duties is challenging.
The absence of documented
procedures creates risks to business
continuity and consistency, and the
development of formal procedures,
checklists, and clearly defined roles—
including support from other Council
services—is recommended to
strengthen controls and demonstrate
effective separation of duties.

4 | Processes are in
place to support
projects moving
from OBC to FBC
and full approval,
with appropriate
documentation and
evidence retained.

All risks

Reasonable

The Council has well-established
project development and management
processes, supported by Treasury
Green Book Five Case Model training
and the use of standard government
templates shared with projects. The
RGD PMO has worked closely with
stakeholders, funders and projects to
progress development, including
engaging external consultants to
support three Full Business Cases (to
date) due to the complexity and
specialist input required. Individual
project files have also been
established, containing key
development information, supporting
documentation and risk registers.
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requirements are
met and submitted
on time.

8
Documentation and All risks Limited No Rural Growth Deal funding can be
records for projects drawn down until Full Business Cases
that have incurred are endorsed by Central Government,
spend is complete with only the Rothesay Pavilion project
and accurate and currently approved and managed
claims paid are through the Council’s capital
supported by monitoring and accounting processes.
evidence that Decision records are presently stored
funding has been only in committee/board folders,
used for the agreed though retaining copies within
purposes and in individual project files would improve
accordance with accessibility. Additionally, there is no
terms and formal claims process in place;
conditions. developing documented procedures,
checklists and defined roles would
strengthen controls, alongside
proactively communicating key
requirements to Project Leads, such as
eligible expenditure, claim timelines
and record retention expectations.
RGD Full Deal All risks High The RGD PMO has established a
forecasting and briefing note outlining reporting
reporting requirements, timelines and

responsibilities, which has been shared
with Project Leads and Programme
Boards. All required reports and
returns have been submitted on time,
in the correct format, with supporting
evidence retained. While formal
returns are submitted directly to
Government, the key information is
also incorporated into reports
presented to the Internal Programme
Board, Full Programme Board and the
Council’s Policy and Resources
Committee.

report.

3. Detailed Findings

25. Further details of our conclusions against each control objective can be found in Section 3 of this

26. Argyll and Bute Council has the role of Accountable Body for the Argyll and Bute Rural Growth

Deal (RGD). The Governance arrangements for the RGD are set out in the Full Deal Documents,
in particular the Governance Plan. The governance structure for the RGD includes a Policy and
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32.

Resources Committee, Full Programme Board, Internal Programme Board, RGD Programme
Management Office (PMO), Communications Group, and 7 Project Stakeholder Groups.

The chart below depicts the RGD Governance Structure clearly showing the governance
frameworks, lines of accountability, decision making and escalation routes.

Policy & Resources Committes
Full Programme Board

[ Intermal Programme Board }
I —
WIEST COAST CLYDE
LAY TRAMING EMGIMEERING
& LOMSTICS & INNOVATION
HUB CENTRE

MARINE CREATING & RURAL SKILLS MARINE
TOURSaH & LOW CARBON ACTLLERATOR J-qulwnunl
PLACH ECONGMY PROGEAMME FROG AN

—

Governance arrangements in place are as detailed in the signed Full Deal Document and
Governance Plan — with the exception of the Industry Advisory Forum. The Governments are
aware of the reason for this and support and engagement from private sector/ businesses has
been at individual project level rather than at overall programme level.

HOUIS ur.rc:n
ECONOHN
GROWTH

This audit has reviewed the processes and arrangements of the Council’s Policy and Resources
(P&R) Committee, the Full and Internal Programme Board and the RGD Team/PMO.

The Council’s Policy and Resources (P&R) Committee is the Council’s decision-making body for
any decision relating to the Council’s funding and resources necessary to deliver the Programme.
The Committee meets bi-monthly and receives regular updates (at least every six months) on
the delivery of the programme from the Full Programme Board / the RGD Team/ Programme
Management Office (PMO). Agenda packs and minutes are published, providing transparency of
decisions made.

The Full Programme Board is the governing authority for the RGD with the remit to provide
strategic direction and exercise high-level oversight and overall control, serving as the forum for
joint decision making at the highest level within the governance framework. This is chaired by
the Leader of the Council and attended by the Council’s Executive Leadership Team, Head of
Development and Economic Growth, the RGD Team/PMO, UK and Scottish Government and
representatives from Highlands and Islands Enterprise, Scottish Enterprise, UHI Argyll, Scottish
Futures Trust, and RGD Project Leads.

The Full Programme Board meets quarterly and reports into the Council’s P&R Committee and
the Scottish Government and UK Government in line with the agreed monitoring and reporting
protocols. Minutes/Notes of meetings are not currently published.
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The Scottish Parliament’s Economy and Fair Work Committee (EFWC) published an official report
summarising findings from its Inquiry into the Deals Programme. The report also highlighted
some areas for further improvement across the Deals Programme including transparency in
decision-making about Deal projects.

The Scottish City Region & Growth Deal Delivery Board (SCRGDDB) (Delivery Board) is a joint
Scottish Government and UK Government board. The Scottish Government monitors the
progress of the overall deals programme, with dashboards tracking the approval of business
cases, funding allocation and alignment with policy areas. The Delivery Board wrote to all
Programme Management Offices asking them to take action to ensure that information on
delivery progress and decision-making, including decisions on individual projects, is readily
accessible to the public.

The RGD Team/PMO are seeking advice from the Council’s Governance Risk and Safety Manager
to develop processes to meet the requirements.

The Internal Programme Board includes all of the Council’s Executive Leadership Team, including
the Section 95 Officer. The remit of the Internal Programme Board is to support the Full
Programme Board in overseeing the delivery of the RGD and to provide oversight and scrutiny of
the work of the RGD Team/PMO and Project Leads. They meet two weeks prior to the Full
Programme Board to ensure scrutiny of all project work being submitted to the Programme
Board for approval. Agendas and Notes of meetings are internal documents.

A review of the agendas, notes and minutes of the Council’s P&R Committee, the Full and
Internal Programme Board and the papers and information provided by the RGD Team/PMO
found that the Governance arrangements, stated in the signed Full Deal Document and
Governance Plan, are in place and functioning effectively, with records available to evidence
decisions made.

There is clear evidence that the information provided by the RGD Team/PMO to all three, is
consistent with robust scrutiny and discussion of risks at all stages.

We noted an area of good practice, as suggested by the Internal Programme Board, the RGD
Team/PMO draft a quarterly RGD Progress Update. This draft is provided to both Internal and
Full Programme Board under the Agenda Item Members Newsletter and is issued by the Head of
Development and Economic Growth to Council Members and also published on the RGD
Webpage.

RGD Programme level monitoring and evaluation frameworks have not yet been agreed; these
are on hold pending guidance from Government. As a result, the RGD Benefits Realisation Plan
has not yet been agreed.

The RGD Programme has robust arrangements for the recording, reviewing and reporting of
overall Programme and individual project risks and evidence is retained to support escalation via
the Governance arrangements.

The RGD Programme Risk Register is in place; it details overall Programme Risks and mitigations
and is assessed using the RAG Status. Individual projects have risk registers, but the detail differs
depending upon the stage projects are at. Projects in delivery/nearing delivery have full risk
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registers. Projects that are to be delivered in future have Outline Business Case risk registers and
mini risk registers completed as part of project highlight reporting. Projects are required to
review their current risks/ issues during the quarterly preparation of the Project highlight
reports.

43. The Programme Risk Register and Project Highlight reports are standing agenda items for the
quarterly meetings of both the Internal and Full Programme Boards and Programme, and project
risks are included in the RGD Programme update paper provided to the Council’s P&R
Committee. Notes and minutes of meetings provide evidence of discussion and escalation of
risks.

44. The RGD Team /PMO have fortnightly calls with Government contacts, where programme and
individual project risks are discussed. The quarterly reports submitted to Government contain
details of Programme and individual project risks, their current and previous RAG status and
mitigations. These quarterly reports form the basis for the quarterly meetings with UK and
Scottish Government officials.

45, It is a requirement that the Implementation Plan is updated annually and submitted to
Governments. This contains the most recent iteration of the Programme Risks and Mitigations at
that time.

46. Risks associated with the Council’s role as Accountable Body for the RGD Programme are not
specifically stated in either the Operational or Strategic Risk Registers. There are generic risks
related to external funding and for other risks, RGD funding is part of the treatment / mitigation
for these.

47. The RGD Programme Update papers submitted to the Council’s Policy and Resources
Committee, regularly remind Members that the current funding mechanisms for the RGD
programme require lead partners to incur pre-construction project development costs at risk
and in advance of FBC endorsement. There remains a risk of abortive development costs if
projects do not progress beyond Full Business Case.

48. The Council’s Operational Risk Register does not reflect this risk. Consideration should be given
to whether the risks relating to abortive development costs should be added to the Operational
Risk Register.

Action Plan 1

49. A summary and explanation of the key RGD documents

e Heads of Terms (HoT), signed 11 February 2021, represents the “in principle” agreement
and allows the development of the Outline Business Cases.

e The Full Deal document signed 10 March 2025, ‘tells the story ‘of the Deal — describing
regional governance arrangements, outlining probable projects and programmes, and
establishing an indicative Deal-wide funding profile. This comprises:

i. Implementation plan — expands on project/programme information in the
Heads of Terms agreement. This is reviewed and updated annually as projects
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develop, monitoring and evaluation aims and business cases are agreed with
project leads, stakeholders and government

ii.  Governance plan - describes the Deal’s governance and accountability
mechanisms.

iii. Financial plan - sets out project/programme and Deal level spend profiles

iv.  Tripartite agreement - is the legal basis for the RGD and is between the SG,
the UKG and the Council, as accountable body.

v. Communications protocol - sets out how communications about the RGD and its

associated activities are taken forward.

e Annual Grant Offer Letter (GOL) — provides details of the funding that is forecast to be
drawn down; contains any updates to conditions of grant and templates for reporting.

The Council, in its role as Accountable Body for the Argyll and Bute RGD Programme, does not
receive any funding nor can it reclaim costs associated with deal functions, including the RGD
Team/Programme Management Office (PMO), and support from services as detailed in the Full
Deal Document - including Financial Services and Procurement Commercial and Contract
Management Team. The process of business case development for projects and the delivery,
reporting and monitoring requirements of the RGD Programme are significant.

The Council’s RGD Team/PMO consists of two dedicated full-time staff, a Project Officer and an
Admin Officer overseen by the Transformational Projects and Regeneration Manager, whose
role encompasses RGD Programme Manager. It is noted that the lack of resources in the PMO is
listed as an amber risk on the RGD Programme Risk Register.

Having a small team makes segregation of duties within the RGD Team/PMO much more
challenging. As the RGD Programme moves into the delivery phase, with staff involved in
supporting, providing advice and feedback to projects in development and moving into delivery,
claiming and monitoring, there is more need to demonstrate that staff involved in key stages of
project development are not later involved in the compilation of project claims and reports, this
is especially important where the Council is the Project Lead.

Guidance for the RGD Programme is contained within the Full Deal Documents, including the
Annual Grant Offer Letter (GOL), the Treasury Green Book processes and some other limited
Government guidance that has been circulated. Advice can be sought from other Deals through
the National PMO Group and the RGD Team/PMO have regular contact with Government via
fortnightly calls and quarterly meetings.

The RGD Team/PMO have used the available guidance and support as the basis for the current
working practices they have established with reliance placed on existing Council processes,
including Financial, Procurement and Project Management. No procedure notes, checklists or
operating manuals have been written and roles and responsibilities for staff for tasks are not
documented.

The RGD Programme has a long record retention period which has not been communicated to
other Council services or projects, additionally, the RGD Team/PMO has not established
document and record retention requirements for the Programme.

Action Plan 2

As the pace of RGD Programme increases and more projects move into delivery, it is important
that the RGD Team/PMO have written procedures and checklists, detailing key tasks, roles and
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responsibilities of staff and the support from other Council Services, to help demonstrate
controls that are in place and separation of duties. These can also act as training aides should
another member of staff have to provide support to the team.

The lack of written procedures and checklists raises business continuity concerns, as having one
member of staff absent for any period of time would impact Programme delivery.

Action Plan 3

The Council has well established project development and project management processes and
the RGD Team/PMO have received Treasury Green Book 5 case model training. The Treasury 5
case model provides prescriptive guidance and checklists that can be flexed to accommodate the
scale of the project. Government Templates are available, and these have been shared with
projects and used to develop the projects. As noted above, the RGD Team/PMO does not have
its own written procedures.

Action Plan 3

The RGD Team/PMO have worked closely with projects, stakeholders and other funders to
develop projects to their current position. The development of Full Business Cases is a
complicated process that includes detailed design, construction tenders and statutory consents
and requires the input from specialists at various stages with Government requiring that
Economists input into the Economic Case. The Council has contracted with consultants to
support development of three Full Business Cases to date, and it will be necessary to develop
further full business cases for all projects included in the wider programme.

The current status of Business Cases and Project Progress is included in the RGD Programme
update reports submitted to the Council’s Policy and Resources Committee. The majority of
projects in the RGD programme now have at least an endorsed Outline Business Case (OBC).
Some projects have FBC'’s currently progressing through the approval process with Central
Government. Confirmation has been received from Government that four projects can complete
the Business Justification Case as they are below £2.5m.

Individual project files have been set up by the RGD Team/PMO, and these contain project
development information, supporting documentation and individual risk registers. Of these files
only the Rothesay Pavilion Project folder was reviewed.

The inclusion of Rothesay Pavilion within the RGD Programme was as the result of a change
request submitted. The change request process has not been reviewed but the project file
contains records of the request and the initial agreement in principle received from
Government. Full approval required Ministerial sign off which was granted with the signing of
the Full Deal Documents.

The Rothesay Pavilion is a phased project and as such permission was granted to proceed to Full
Business Case (FBC) and there are no Outline Business Case records to review. The individual
project file does contain copies of all iterations of the FBC, submissions to and feedback from
Government and receipt of conditional endorsement. The endorsement from Central
Government is conditional meaning that £800k of the £9M committed will be held until such
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time as the agreed Action Plan actions are met and the FBC is fully endorsed. This is regularly
reported to the various committees following the Governance Plan.

No Rural Growth Deal funding can be drawn down in advance of endorsement of full business
cases by Central Government. Where the Project Lead Organisation is external/ third party,
funding agreements will be in the form of Pass-Through Agreements, to ensure that all legal
requirements and grant conditions required by the RGD, are passed to that party. Once this
agreement has been signed claims can include retrospective eligible project costs detailed in the
FBC.

Only one project Full Business Case has received endorsement by the Governments, this is
Rothesay Pavilion. Since the Full Deal Document was signed, claims have been submitted in five
quarters, all of which are for capital costs associated with the Rothesay Pavilion Project. Current
working practices for claim checking demonstrate separation of duties between claims
preparation, checking, authorisation and submission.

The Rothesay Pavillion as a Council Capital Project is subject to the Council’s Capital Monitoring
and Income allocation processes, to ensure that items classified as capital in nature are recorded
and represented in accordance with all applicable accounting legal requirements and relevant
records retained.

Currently copies of decisions made are only retained in the respective Committee folder. There
would be benefit to have copies of relevant Minutes and Notes of decisions in individual files
that spans the timeframe of the Programme. Having a timeline of decisions made strengthens
the audit trail and will be more efficient as more projects move into delivery.

ActionPlan2 & 3

Evidence to support costs claimed is stored in various locations, with some held by the Project
Team, Financial records are held on the General Ledger and supported by other Finance systems
and folders, and some held by the RGD Team/PMO. The inspection of records during this review
was limited to information held by the RGD Team/PMO.

The RGD Team confirmed the current working practices have been applied to all five claims
submitted and that supporting information provided was of a similar nature for all claims. As
there are no claims checklists or written processes, testing of claims was limited to the claims
submitted for Q4 2024-25 on the basis that any issues identified would have common themes in
all of the claims.

Internal Audit is planning annual reviews of the RGD Programme and a review of the other
claims submitted will be undertaken in the Audit Plan for 2026-27. Discussions have been held
with Financial Services, and Internal Audit are placing reliance on the Council’s Capital and
annual accounts year end processes.

The RGD Team/PMO should develop a claims process, setting out roles and responsibilities of
those involved, detailing what evidence will be required to support expenditure and match
funding receipts, this should include a checklist for staff.
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15

There is no requirement for Council led projects to receive funding agreements, as the Council is
already legally bound by the signing of the Full Deal Document and the annual signing, by the
Chief Executive, of the Grant Offer Letter. There would be benefit to the RGD Team/PMO issuing
an email to the Project Lead detailing key points, such as the date expenditure can be claimed
from, the purpose of the funding and eligible categories of expenditure as detailed in the
endorsed Full Business Case, record retention requirements and what evidence will be required
to support expenditure etc. This would help manage expectations of other services, aide
demonstration of separation of duties and may help the RGD Team/PMO manage resources as
more projects move into delivery.

ActionPlan2 & 3

The signing of the RGD Full Deal document, 10 March 2025, moved the RGD Programme into the
delivery phase, which has significant reporting and monitoring requirements. The reporting
outputs directly inform government oversight, funding decisions, and programme performance.

Reporting requirements are set out within the Full Deal Document and in the annual Grant Offer
Letter. Given the date of the Deal signing, the Council has only been required to submit returns
within the financial year 2025-26.

The RGD Team/ PMO issued the Rural Growth Deal Finance and Reporting 2025-26 Briefing Note
to Project Leads, Internal Programme Board and Full Programme Board which will be updated
and issued annually. This details the information required, the responsibilities of relevant
parties and the due dates, for each category of return/report, summarised below:

e  Financial forecasting and Claims required:

i. Monthly Financial Forecast - Forecast quarterly claim by overall Programme and
by individual Project, for the Financial Year.
ii. Quarterly Claims — Eligible spend within the past quarterly spend plus evidence,
for projects that have received Government endorsement of Full Business Case.
iii. Bi- Annual Forecasting - informs financial planning across the Deal landscape and
influences Budget decisions within Scottish Government.

e Reporting to UK and Scottish Government:

i. Quarterly Performance Report - influences the Quarterly Performance Meeting
with UK and Scottish Government and contains Financial Information on spend
and projections of claims and Risk status of overall programme and each
individual project.

ii. Annual Implementation Plan submission — updated to reflect project
developments.

iii. Annual Performance Report and Annual Conversation — of the previous year’s
activity and progress at both Programme and project level (due June 2026)

In addition to the returns detailed above, the Council is required to submit an Annual Statement
of Compliance with conditions of Grant signed by the Council’s Section 95 Officer. It is noted
that this will be supported by the Local Government Capital Returns. This was submitted as
required.
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77. The RGD Team/PMO take the lead in the co-ordination and submission of all required
reporting/claims to Government and have retained evidence of information collated and dates
and copies of submissions. Theses returns are submitted to Government only, the information
detailed in these is contained in the RGD Programme Summary and Project Highlight reports and
RGD Finance & Reports submitted to Internal Programme Board, Full Programme Board, with a
RGD Programme Update paper submitted every six months to the Council’s Policy and Resources
Committee.

78. The first Annual Performance Report covering the financial year 2025-26, is due for submission
in June. Itis a requirement that a draft Annual Performance Report is submitted to Government
for feedback and to inform the Annual Conversation and set the agenda. This exercise has been
carried out and the first Argyll and Bute RGD Annual Conversation with UK and Scottish
Government representatives was held on 30 April 2026. Feedback will be received from
Government the final version of the Annual Performance Report will be completed and
submitted to the Full Programme Board for approval and will be published on the Argyll and
Bute RGD website. As this process was underway during the time of the audit, this is a high-level
summary only.
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Appendix 1 — Action Plan

No | Finding Risk Agreed Action Responsibility / Due Date
Abortive Development Cost Risks Risks currently stated in the This will be updated as part of the | Transformational Projects
Council’s Operational Risk Council’s Operation Risk Register | and Regeneration
Finding: The RGD Programme Update papers submitted Register may not reflect risks review. Manager
to the Council’s Policy and Resources Committee, regularly | associated with abortive
remind Members that the current funding mechanisms for | development costs if projects
the RGD programme require lead partners to incur pre- do not progress beyond Full 30 September 2026
£ construction project development costs at risk and in Business Case.
% 1 advance of FBC endorsement. There remains a risk of
7} abortive development costs if projects do not progress
= beyond Full Business Case.
The Council’s Operational Risk Register does not reflect
this risk.
Recommendation: Risks relating to abortive development
costs should be included within the Council’s Operational
Risk Register.
Record retention Failure to retain and have The relevant staff will liaise with Transformational Projects
available adequate key contacts in relation to and Regeneration
Finding: The RGD Programme has a long record retention | documentation in support of document retention in order to Manager
period which has not been communicated to other Council | funding arrangements may establish the required documents
services or projects, additionally, the RGD Team/PMO has | result in clawback and lead to | and the correct timeframe 31 December 2026
not established document and record retention reputational damage. covering the RGD Programme.
requirements for the Programme.
) Recommendation: A document and record retention
schedule should be developed and communicated to all
relevant parties and updated on the service’s Information
Asset Register.
Consideration should be given to seeking advice regarding
best practice from the National PMO group and
Government contacts to establish expectations on
Accountable Bodies for record retention for external/Third
Party Projects. This advice should be incorporated into the
document and record retention schedule prior to issue.
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decision trail and evidence base that spans the timeframe
of the Programme.

Recommendation: The RGD Team/PMO should develop
written procedures and checklists, detailing key tasks,
roles and responsibilities of staff and the support from
other Council Services, to help demonstrate controls that
are in place and promote better separation of duties.

18
No | Finding Risk Agreed Action Responsibility / Due Date
Procedures and checklists Failure to document Action will be taken to develop Transformational Projects
procedures and checklists may | and implement appropriate and Regeneration

Finding: No written procedures and checklists are in place | result in inconsistent written procedures and checklists | Manager
to aid consistency and provide an easy-to-follow guide in processing and inability to in order to promote consistency
supporting new employees or if business continuity continue operationsina and guidance to staff. 31 December 2026
arrangements are invoked. business continuity scenario.
Finding: Greater efficiency and effectiveness would be Failure to locate relevant

g achieved if records were retained within the Rural Growth | documentation quickly and

§ 3 | Deal Programme Individual Project files, providing a easily when a need arises.

=
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In order to assist management in using our reports a system of grading audit findings has been adopted to allow the significance of findings to be ascertained. The definitions
of each classification are as follows:

Grading | Definition

A major observation on high level controls and other important internal controls or a significant matter relating to the critical success of the
objectives of the system. The weakness may therefore give rise to loss or error.

Observations on less significant internal controls and/or improvements to the efficiency and effectiveness of controls which will assist in meeting
Medium | the objectives of the system. The weakness is not necessarily substantial however the risk of error would be significantly reduced if corrective
action was taken.

Minor recommendations to improve the efficiency and effectiveness of controls or an isolated issue subsequently corrected. The weakness does
not appear to significantly affect the ability of the system to meet its objectives.

An observation which does not highlight an issue relating to internal controls but represents a possible opportunity for the council to achieve
better value for money (VFM).
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Appendix 2 — Audit Opinion

Level of Assurance

Definition

High

Internal control, governance and the management of risk are at a high standard. Only marginal elements of residual risk have
been identified with these either being accepted or dealt with. A sound system of control designed to achieve the system
objectives is in place and being applied consistently.

Substantial

Internal control, governance and the management of risk is sound. However, there are minor areas of weakness which put some
system objectives at risk and specific elements of residual risk that are slightly above an acceptable level and need to be
addressed within a reasonable timescale.

Reasonable

Internal control, governance and the management of risk are broadly reliable. However, whilst not displaying a general trend,
there are areas of concern which have been identified where elements of residual risk or weakness may put some of the system
objectives at risk.

Limited

Internal control, governance and the management of risk are displaying a general trend of unacceptable residual risk above an
acceptable level and placing system objectives are at risk. Weakness must be addressed with a reasonable timescale with
management allocating appropriate resources to the issues raised.

No Assurance

Internal control, governance and the management of risk is poor. Significant residual risk and/or significant non-compliance with
basic controls exists leaving the system open to error, loss or abuse. Residual risk must be addressed immediately with
management allocating appropriate resources to the issues.
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