
ABERDEENSHIRE COUNCIL 

AUDIT COMMITTEE 

SKYPE MEETING, 2 JULY, 2020 

Present: Councillors R Cassie (Chair), A McKelvie (Vice-Chair), N Baillie, M 
Buchan, S Calder, M Ewenson, W Howatson, A Kloppert, S Leslie 
(Items 6 and following), D Lonchay, H Smith, and I Sutherland. 

Apologies: Councillors A Bews and A Buchan. 

Officers: Director of Business Services; Chief Internal Auditor; Head of 
Commercial and Procurement; Head of Finance; Head of Housing 
and Building Standards; Head of HR&OD; Business Strategy 
Manager (F McCallum); Corporate Finance Manager; Housing 
Manager (D Thomson); Strategic Finance Manager; Acting Legal 
Services Manager (Governance) (L Bremner); Pay and Award 
Manager (HR&OD); Assistant Accountant (N Coutts); and Committee 
Officer (J McRobbie). 

In attendance: Anne MacDonald, Senior Audit Manager, Audit Scotland). 

1. DECLARATION OF MEMBERS’ INTERESTS 

The Chair asked for Declarations of Interest.  No interests were declared. 

2. RESOLUTIONS 

A. PUBLIC SECTOR EQUALITY DUTY 

In taking decisions on the undernoted items of business, the Committee agreed, in 
terms of Section 149 of the Equality Act 2010:- 

(1) to have due regard to the need to:- 

(a) eliminate discrimination, harassment, and victimisation; 

(b) advance equality and opportunity between those who share a 
protected characteristic and persons who do not share it; and 

(c) foster good relations between those who share a protected 
characteristic and persons who do not share it, and 

(2) to consider, where an equality impact assessment has been provided, its 
contents and to take those into consideration when reaching a decision. 
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B. EXEMPT INFORMATION 

The Committee agreed, in terms of Section 50A (4) and (5) of the Local Government 
(Scotland) Act 1973, to exclude the public from the meeting during consideration of 
the item 12 below so as to avoid disclosure of exempt information of class described 
in paragraph 9 of Part 1 of Schedule 7A of the Act. 

3. MINUTE OF MEETING OF AUDIT COMMITTEE OF 21 MAY, 2020 

There had been circulated the draft Minute of Meeting of 21 May, 2020 and (a) the 
Committee heard from the Committee Officer of corrections which were required to 
the title, “Skype” and not “Skpye”, and the inclusion of Councillor Forsyth in the 
sederunt (as a substitute for Councillor Cassie), and (b) there was tabled a proposed 
amendment to item 15 as undernoted: 

“15. EXTERNAL AUDIT – ANNUAL AUDIT PLAN – 2019/20 AUDIT 

“There had been circulated a report dated 11 March, 2020 by the Director of 
Business Services, requesting Members’ consideration of the External Auditor’s 
Audit Plan for 2019/20 financial year, across both the Council and the Council’s 
registered charities where the Council was the sole trustee.  

“The Committee heard from the Senior Audit Manager, Audit Scotland that there was 
no update to the content of the report which had been concluded at the end of March 
for the 2019/20 financial year audit, but that implications of the current pandemic 
would be taken into account in the 2020/21 audit.  A key point for 2019/20 was the 
need for increased spending on the charity accounts.    

“Ms MacDonald reported that due to Covid-19, the audit was likely to be concluded 
in October 2020 rather than September 2020.  NHS board accounts were later this 
year due to the pandemic but with an earlier sign-off deadline than local government, 
there would be an impact on the audit of the Council’s accounts.  In addition, some 
members of the audit team had different caring responsibilities which restricted their 
ability to work remotely during the lockdown period.   

“There was discussion of the low level of application for both ACT2 and the various 
Aberdeenshire educational trusts and the cost of administration of the smaller funds; 
and ongoing work to try to rationalise the myriad of smaller trusts. 

“The Committee agreed:-  
(1) to note that the timescales for External Audit work may be impacted by Covid19, 
with a likely delay in concluding the audit of the accounts; and  
(2) to note in all other aspects the content of the Audit Plan.” 

The Committee agreed to approve the amended Minute as detailed above as a 
correct record. 
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4. PROGRESS WITH ACTIONS FROM PREVIOUS AUDIT COMMITTEE 
MEETINGS 

There had been circulated a report dated 4 June, 2020 by the Director of Business 
Services outlining progress with actions agreed at recent meetings of the Committee 
and detailing items of business which should have been considered by the 
Committee in normal circumstances but had been delayed due to the Covid-19 
pandemic. 

The Committee heard further from the Director of Business Services of specific 
updates relating to the rescheduling of workshops; and the delay in progressing the 
self-evaluation work, with the survey deadline extended to mid-July to maximise 
participation. 

There was discussion of the status of the Business Services Committee’s conclusion 
of the Hard FM scrutiny with the findings of a workshop held on 18 June, 2020 to be 
formally reported to the September meeting of the Committee, and assurances were 
given that the proposed creation of a Member/ Officer Working Group would 
specifically inform the shape of any future contract, not extend the formal scrutiny 
process. 

Having reviewed, discussed, and commented on the updates provided, the 
Committee agreed to note the revised processes and timetables as detailed in the 
appendix to the report. 

5. INTERNAL AUDIT REPORTS (PUBLIC) 

There had been circulated a report dated 16 June, 2020 by the Chief Internal Auditor, 
(1) on Internal Audit reports (a) Consultants (Report No. 2016, May, 2020,), (b) 
Housing Rent System (Report No. 2023, May, 2020), (c) Licensing Income, (Report 
No. 2034, May, 2020), (d) Compliance with Procurement Related Legislation and 
Regulations (Report No. 2037, May, 2020), (e) Timesheets and Allowances (Report 
No. 2040, May, 2020), and (f) Social Care Commissioned Services Contract 
Monitoring (Report No. 2041, May, 2020); and (2) providing updates on service 
progress on the implementation of recommendations previously agreed. 

Having heard further from Officers on the consultants’ report (No. 2016), there was 
discussion of (a) the challenges of providing a clear definition of “consultant”, 
particularly within the context of Capital Plan works, and the recommended 
governance route which had been agreed with Internal Audit. 

In respect of Report No. 2023, Housing Rent System, there was discussion of the 
distinctions between “users” and “superusers”, in the context of shared account 
access. 

On the audit of Licensing Income. Report No. 2034, it was noted that any new system 
would take time to embed, and there was discussion of the timescale for full 
operational functionality and validation controls. 
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The Committee heard from the Head of Commercial and Procurement as to ongoing 
work, including 7 modules of staff training, including refresher training mandatory for 
approval as delegated officer, to implement the recommendations made in Report 
2037, ensuring compliance with the various regulations and legislation around 
procurement.  There was discussion of the legal requirements to have a fully populated 
and current Contract Register; the need to be able to monitor savings linked to an 
accurate Contracts Register; and of the repeated breaches of Finance Regulations 
regarding procurement, noting that the areas where retrospective approvals, mainly 
relating to social work or care provision service requirements had been excluded from 
the totals reported. 

In respect of Time Sheets and Allowances (Report No. 2040), there was discussion of 
the accuracy of the information input, and the limited impact which the full functionality 
of iTrent given the volume of data, covering in excess of 72,000 forms per annum; and 
the distinctions between users and superusers. 

On report No 2041, Social Care Commissioned Services Monitoring, there was 
discussion of the risk of suspending timely monitoring and the paucity of monitoring a 
low percentage of suppliers; and the scope of the planned review scheduled to take 
place at the end of the financial year.  

The Committee heard from the Chief Internal Auditor of the Covid-19 related 
assurance work, and there was discussion of the appeal process for unsuccessful 
grant applications; and of the national incidence of fraudulent claims and the steps 
taken in Aberdeenshire to counter fraud. 

In respect of progress with implementing outstanding recommendations, it was noted 
that some areas were no longer deemed as appropriate, given the change of priorities 
with the impact of Covid-19, and that the overall number of overdue actions had 
reduced since last reported.  There was discussion of delays in some areas which 
were already planned to be completed before the pandemic had arrived and the need 
for clarity from officers as to which areas of work were to be reinstated and which were 
to be discharged as no longer relevant. 

The Committee agreed:- 
(1) in respect of the report on Consultants, (Report No.2016), that officers report to 

the September, 2020 meeting the agreed resolution of governance issue 
regarding the use of delegations; 

(2) in respect of the report on Housing Rent, (Report No. 2023, to be assured by the 
updates provided of progress made; 

(3) in respect of the report on Licensing Income (Report No.2034), that officers 
provide detail on the additional functionality which had still to be implemented; 

(4) in respect of Procurement Compliance, (Report No. 2037), that the matter be 
referred to the Business Services Committee on 10 September, 2020, in terms 
of the Committee Review Process on the Contract Register and associated 
cross-service issue, the impacts on budget savings and monitoring; the failure to 
meet the legal requirement to have a fully interrogatable register four years after 
implementation; 

(5) in respect of the Timesheets and Allowances (Report No. 2040) to welcome the 
progress since the last report; 

(6) in respect of the social care Social Care Commissioned Services Monitoring 
(Report No.2041), that regular updates be provided, in advance of the scheduled 
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year-end review. on monitoring, and the risks of not monitoring across the full 
range of suppliers; 

(7) to be assured by the work to date in respect of Covid-19 related work; 
(8) that Directors report, augmented by Internal Audit comment, to the September, 

2020 meeting of the Committee the proposals to review, retain, remove, refine, 
and reschedule outstanding actions to suit current and changing Council 
priorities; and 

(9) to note, in all other respects the terms of the updates provided. 

6. PROGRESS UPDATE ON OUTSTANDING RECOMMENDATIONS RELATING 
TO i-TRENT 

With reference to the Minute of Meeting of 19 September, 2019, (Item 7), there had 
been circulated a report dated 18 June, 2020 by the Director of Business Services, 
detailing progress made in implementing all the outstanding Internal Audit agreed 
recommendations for improvements relating to the i-Trent system. 

Having heard further from the Head of HR and OD of the additional challenges over 
recent months in ensuring appropriate payment for all Covid related work, and of a 
presentation developed for the Business Services Committee which charted the 
system development, there was discussion of the improvements which had been 
achieved; of the timescale which should see all incomplete actions concluded by the 
next meeting of the Committee; and also of the different presentation on reporting 
progress, by the use of percentage bar charts. 

The Committee agreed:- 
(1) to welcome the progress recently made and the achievement of the additional 

work required by the pandemic; 
(2) that the update presentation on i-Trent be shared with the Audit Committee. 

Arising out of discussion of the above, and in particular the method of presenting 
progress in committee reports, the Committee further agreed to recommend to all 
officers reporting progress that percentage completion be illustrated in a bar graph, 
as opposed to in narrative or “traffic lights”. 

7. REGISTER OF BREACH OF FINANCIAL REGULATIONS 

With reference to the Minute of Meeting of 6 February, 2020, (Item 13), there had 
been circulated a report dated 16 June, 2020 by the Chief Internal Auditor, reporting 
the incidence of breaches of Financial Regulations for the year to 30 March, 2020. 

Having heard further from the Chief Internal Auditor, that the application of agreed 
audit recommendations as detailed in the Audit Report No. 2037, (May, 2020), on 
Compliance with Procurement Related Legislation and Regulations should mitigate 
against some of the breaches, there was discussion of the increasing incidence of 
breaches relating to the retrospective issue of purchase orders. 

The Committee agreed:- 
(1) that the Breaches of Financial Regulations be included in the Stage 1 referral to 

the Business Services Committee, in terms of the Committee Review Process, 
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on Compliance with Procurement Related Legislation and Regulations (Report 
No. 2037, May, 2020) as approved in item 5 above; and 

(2) to note, in all other respects, the terms of the report. 

8. UNAUDITED ANNUAL ACCOUNTS FOR 2019/20 FOR ABERDEENSHIRE 
COUNCIL AND ITS CHARITABLE TRUSTS 

There had been circulated a report dated 1 June, 2020 by the Director of Business 
Services, providing the Unaudited Accounts for 2019/20 for Aberdeenshire Council 
and its Charitable Trusts. 

Having heard further from the Head of Finance and Strategic Finance Manager as to 
the contents, the change in approach which sought to demonstrate greater and wider 
involvement in signing off the accounts by Members as well as officers; the proposal 
to have a workshop on financial matters for all Members in October, 2020; and the 
need to foreshadow the impacts of Covid-19 which would be more blatantly evident 
in the accounts for 2020/21. 

There was discussion of how the annual accounts did not always link clearly to the 
financial monitoring reported to committees; the impacts of administration reviews in 
terms of redundancies and the filling of previously vacant teaching staff and early 
years’ provision posts; how performance information informed the accounts; the 
quarterly reporting of financial performance and evidencing of scrutiny and how this 
had to be augmented by the use of bulletin reports when scheduled committee dates 
were out of step; the value of year end reserves of a working balance of £9M, as 
agreed by Council at the February budget setting meeting; the monitoring and 
reporting of voids and Housing Revenue Accounts impacted by bad debts, and 
reported to the Communities Committee; signposting support given to staff who are 
EU nationals, including a dedicated website and assistance with form completion; 
new accounting standards which may impact on the presentation style and content 
of future reports and would be reported to committee in due course; pensions, to be 
discussed in detail in the Finance workshop already scheduled; the proposals for 
input to the annual governance statement; the interrelationship of Council and 
Integration Joint Board accounts and financial monitoring; how the Audit 
Committee’s self-assessment would be fed into the scrutiny and performance 
section; the role of the Audit Committee to scrutinise governance across all 
Committees; steps taken to address child poverty in Aberdeenshire, where the 
percentage remained unchanged from the 2018/19 Accounts; and the potential need 
to realign the Risk Register to reflect the revised Council priorities. 

Having considered the unaudited Annual Accounts 2019/20 for Aberdeenshire 
Council and its Charitable Trusts as detailed above, the Committee agreed:- 
(1) to note the intent for the Accounts to be more proactive with greater Member 

involvement; 
(2) that a finalised Annual Governance Statement be reported to the September 

Committee for consideration; 
(3) that Interim performance data, as reported to Policy Committees, to be 

circulated to Audit Committee Members; 
(4) that the Finance Workshop scheduled for October, 2020, include (a) the link of 

spending /service delivery outcomes to financial monitoring; (b) an explanation 
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of the Integration Joint Board (IJB) funding and how this is reflected in Council 
finance monitoring; (c) pensions; and (d) an update on the action plan; and 

(5) to note the draft Annual Governance Statement and the Governance Action 
Plan as detailed in Appendices 1 and 2 to the report. 

9. EXTERNAL AUDIT PROGRESS REPORT AT JUNE 2020 

There had been circulated a report dated 9 June, 2020 by the Director of Business 
Services providing an update on progress against the External Auditor’s 2019/20 
Audit Plan. 

The Committee heard from the Senior Audit Manager, Audit Scotland of the 
extension of the intention to report to the October meeting on the Audited Accounts, 
an extension of the original deadline due to the  national impact of Covid-19, the 
extension of the Audit Scotland role as external auditor for an additional year, of the 
increased importance of sound financial management and good governance in times 
of crises and the priority of audit quality during these times. 

The Committee agreed:- 
(1) to welcome the extension of Audit Scotland’s external audit role to March 2022, 

as a strong support and critical friend to the Council; and 
(2) in all other respects to note the terms of the report. 

10. EXTERNAL AUDIT INTERIM REPORT ON THE 2019/20 AUDIT 

There had been circulated a report dated 9 June, 2020 from the Director of Business 
Services, reporting findings from the External Auditor’s 2019/20 interim audit activity, 
recommending that (a) whilst welcoming the revised financial reporting on budgets, 
additional work be undertaken to support and enable effective scrutiny by policy 
committees, with assurances provided to Full Council; (b) that the Counter Fraud 
strategy and action plan should be reviewed and refreshed; and (c) that a review of 
the performance monitoring framework should be undertaken to include the 
identification of milestones and targets against which progress may be effectively 
measured and demonstrated. 

The Committee heard from the Senior Audit Manager, Audit Scotland of assurances 
which could be taken from work on the key financial systems and controls of the 
Council, which included approval of new suppliers, risk management override of 
controls, and manual authorisation of invoices for payment.  Comment was made on 
the variability of scrutiny, with the ongoing review work on governance commended 
and the challenges in linking performance reporting to anticipated outcomes, 
priorities, and objectives against a specific timescale. 

At this stage in the proceedings, the Committee unanimously agreed to suspend 
Standing Order 2.1.3 to allow the meeting to continue beyond 1pm and this item of 
business to be concluded prior to adjourning for lunch. 

There was discussion on the counter fraud actions, and the benefit of officer 
familiarity with established suppliers and shared learning from other local authorities 
who had experienced more instances of fraud; the use of a phased budget moving to 
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quarterly financial monitoring, actual and predicted, with illustrative examples; and 
self-evaluation in terms of scrutiny following the adoption of the new Scheme of 
Governance in 2018. 

The Committee agreed:- 
(1) to note that a more complete Action Plan would be reported to the Committee 

on 17 September, 2020; and 
(2) to note in all other respects the terms of the report. 

11. EXTERNAL AUDIT – OUTSTANDING RECOMMENDATIONS REPORT 

There had been circulated a report dated 9 June, 2020 by the Director of Business 
Services, advising Members of Audit Scotland’s assessment of the Council’s 
progress on implementing recommendations outstanding from the 2018/19 Audit. 

The Committee heard from the Senior Audit Manager, Audit Scotland that of the 11 
recommendations made, one had been completed, four were to be reported to 
Committee in September, 2020, two would be included in the 2019/20 Audit, one 
was not due to complete till March, 2021 and the others had not yet been concluded. 

There was discussion on the focus on scrutiny; the role of the Business Strategy 
Managers to collate, coordinate, and progress actions; and how non-confidential 
items reported to Committees as bulletins might be shared in the public domain. 

The Committee agreed:- 
(1) to note that some areas of work were still incomplete and likely to remain in the 

2019/20 audit; 
(2) to await an update report to the next meeting; and 
(3) to note, in all other respects, the updates provided in the report. 

Prior to the conclusion of the public agenda, the Chair, on behalf of the Committee, 
paid tribute to David Hughes, Chief Internal Auditor, who was to take early retirement 
in July, 2020.  He commended Mr Hughes on his unfailing support for the Council, the 
Audit Committee, and previously the Scrutiny and Audit Committee, as a leader who 
made the role of audit approachable and part of the collegiate working.  He wished 
him a long, happy, and prosperous retirement. 

Members of the Committee joined the Chair in expressing their thanks to Mr Hughes. 

12. SCRUTINY REFERRAL TO COMMUNITIES COMMITTEE: BUILDING 
MAINTENANCE YEAR END STOCK TAKE (INTERNAL AUDIT REPORT 

2001 – SEPTEMBER 2019) 

With refence to the Minute of Meeting of 31 October, 2019, (Item 5), and the 
Communities Committee of 4 June, 2020 (Item 10), there had been circulated a 
report dated 15 June, 2020 by the Director of Infrastructure Services advising on the 
successful outcome of a scrutiny referral to the Communities Committee on the issue 
of building maintenance year end stock take, with Communities Committee assured, 
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on the receipt of additional information following consideration of a Stage 1 report, 
that there was no need to progress the matter to a Stage 2 Workshop. 

Having heard from the Head of Housing and Building Standards of the improvements 
which had taken place, there was discussion of the extensive detail contained in the 
report, including of the impact of variances.  

The Committee agreed:-
(1) to note that the Communities Committee, at their meeting on 4 June, 2020 had 

the required assurance in respect of the Building Maintenance Year End Stock 
Take and agreed not to instruct a Stage 2 (Workshop); and 

(2) being assured, not to instruct its own Stage 2 Workshop on Building 
Maintenance Year End Stock Take; and

(3) to welcome the evidence of scrutiny and improvements.
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