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Agenda 
  

Wednesday 27 January 2021 at 10.00am 

By Teams 

 

1. Private meeting of Board members  

2. Welcome and apologies  

3. Declarations of interests  

Standing items   

4. Chair’s report – verbal update For information 

5. Accountable Officer’s report – verbal update For information 

6. Accounts Commission Chair’s report – verbal update For information 

7. Review of minutes: Board meeting 25 November 2020 For approval 

8. Governance arrangements: Review of Standing Orders  For information 

9. Review of action tracker  For information 

Strategic priorities 

10. Strategic improvement programme update For information 

11. Implications of EU withdrawal For information 

12. New audit appointments update  For information 

Business planning and performance 

13. Covid-19 update  For information 

14. Scottish Commission for Public Audit: Official report  For information 

15. Records management plan 2021-2026 For approval 

Conclusion 

16. Any other business  

17. Publication of papers For approval 

18. Review of meeting  

19. Date of next meeting: 24 March 2021  
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Minutes  
 Wednesday 25 November 2020, 10.00am 

Audit Scotland by Video conference 

Present:   

Alan Alexander (Chair) 
Stephen Boyle 
Elma Murray 
Jackie Mann 
Colin Crosby 

Apologies:  

There were no apologies. 

In attendance:   

Diane McGiffen, Chief Operating Officer 
Fraser McKinlay, Director, Performance Audit and Best Value/Controller of Audit 
Fiona Kordiak, Director, Audit Services 
Stuart Dennis, Corporate Finance Manager 
Martin Walker, Associate Director, Corporate Performance and Risk 
Mark Roberts, Audit Director, Performance Audit and Best Value 
Robert Leask, Project Manager, Audit Quality and Appointments 
Graeme Greenhill, Senior Manager, Performance Audit and Best Value 
Ian Metcalfe, Corporate Governance Officer 
Gayle Fitzpatrick, Corporate Governance Manager 
 
 

1. Private meeting of Board members 

The Board met privately and there were no matters arising. 

2. Welcome and apologies 

The Chair welcomed attendees to the meeting noting that this was Colin Crosby’s first meeting 
as a Board member following his appointment on 1 October 2020. 

3. Declarations of interest 

There were no declarations of interest. 

4. Chair’s report – verbal update 

The Chair advised of meetings with Stephen Boyle, Accountable Officer and Auditor General for 
Scotland, Elma Murray, Interim Chair of the Accounts Commission and Diane McGiffen, Chief 
Operating Officer as part of his regular scheduled engagement.  

The Chair expressed his thanks to members and colleagues who had joined the informal 
business planning meeting with the Scottish Commission for Public Audit (SCPA) held on 26 
October 2020 and advised members he had attended Audit Scotland’s Annual Audit Planning 
Conference held on 18 November 2020. 

The Board welcomed the update. 
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5. Accountable Officer’s report – verbal update 

Stephen Boyle advised of internal meetings with the Chair and other Board members, engagement on 
the development of the Strategic Improvement Programme and of the budget submission to the 
Scottish Commission for Public Audit (SCPA) which would be considered at today’s meeting. Stephen 
advised he had attended Audit Scotland’s virtual graduate recruitment evening held on 11 November 
2020. 
 
Stephen advised that he continues to attend Parliamentary Committee meetings in person with Public 
Audit and Post Legislative Scrutiny Committee (PAPLS) and that recent sessions had considered 
reports on NHS Highland, the draft forward work programme. He had also attended a PAPLS 
roundtable event which considered third sector data collection and outcomes, how well public money 
is spent, and impact and delivery. 
 
Stephen advised of introductory calls with the Chief Executive of ICAS, the Chair of the Scottish Fiscal 
Commission and Her Majesty’s Chief Inspector of Constabulary and Chief Executive of Revenue 
Scotland. He also advised of his appointment as a judge on the Scottish Public Service Awards panel 
where a virtual award ceremony would be taking place next month. Stephen also highlighted his blog 
which was published on equalities and audit. 
 
Over the coming weeks, Stephen advised that five statutory Section 22 reports would be published 
and that the intention was to sign off on the Scottish Government’s consolidated accounts by 8 
December 2020. 

 
The Board welcomed the update. 
 

6. Accounts Commission Chair’s report – verbal update 

Elma Murray advised that the Accounts Commission had published two Best Value Audit reports 
(BVARs) on Aberdeenshire and Edinburgh and highlighted that the next BVAR is scheduled for June 
2021 due to impact of Covid-19. 
 
Elma advised that the Accounts Commission had met twice each month since June 2020 and would 
be reverting to one full day meeting a month. She also advised that the number of working group 
meetings would also be reducing and that the terms of Reference for each working group will be 
revised and updated. Elma highlighted a number of videos published following Accounts Commission 
meetings and key messages from published BVARs.  
 
Elma advised members that following the meeting with the Local Government and Communities 
Committee, she and Fraser McKinlay, Controller of Audit/Director of Performance Audit and Best 
Value would be attending a private session of the Committee in January 2021. 
 
The Board was invited to note that the Strategic Scrutiny Group (SSG) had produced an overview of 
scrutiny bodies’ responses to the pandemic and a blog to support this. Elma advised that the SSG had 
met on 24 November 2020 and that Bill Scott, Chair of the Poverty and Inequalities Commission had 
joined the meeting.  
 
Elma advised that the Best Value Working Group (BVWG) had been meeting fortnightly and an 
engagement programme to further consider the draft Code of Audit Practice, Best Value approach and 
that a work programme had been agreed, with events arranged in November and December 2020, 
including meetings with Integration Joint Board (IJB) officers.  
 
Elma advised that she would be meeting the Society of Local Authority Chief Executives (SOLACE) on 
27 November 2020 and with the Improvement Service Board on 4 December 2020. Elma also advised 
that the Commission’s Insight Programme had heard from David Martin (Chief Executive, Dundee City 
Council) and Des Murray (Chief Executive, North Lanarkshire Council) last month and would hear from 
Jim McCormick of The Robertson Trust on 26 November 2020.  
 
The Board welcomed the update.   
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7. Review of minutes:  

Board meeting 30 September 2020  

The Board considered the minutes of the meeting of 30 September 2020, which had been 
previously circulated. 

The Board approved the minutes as an accurate record of the meeting and members welcomed 
the revised minuting style noting that this would inform part of discussion on the Governance 
review at item 19 of today’s agenda. 

Audit Committee meeting 2 September 2020 

The Board considered the minutes of the meeting of 2 September 2020, which had been 
previously circulated. 

The Board noted the minutes which had been formally approved as an accurate record by the 
Audit Committee at its meeting on 4 November 2020. 

8. Governance arrangements: Review of Standing Orders 

Martin Walker introduced the Governance arrangements: Review of Standing Orders report, 
copies of which were previously circulated. 

Martin invited the Board to agree with the continuation of current meeting arrangements and thanked 
members for their feedback on accessibility of Board and Committee meetings. The Board noted 
ongoing engagement which would inform proposals to come to the next meeting of the Board on 27 
January 2021.  
 
The Board welcomed the report. 

 

9. Review of action tracker 

The Board noted the updates provided on the action tracker. The Chair highlighted the 
proposed post Covid-19 workshop referred to at action ASB123 and advised that this would be 
scheduled for February or early March 2021. 

In relation to action ASB99, consideration of the Board’s committees meeting in public, 
members agreed that this would be incorporated within the scope of the corporate governance 
review being considered at item 19 of today’s agenda and the action could be closed. 

10. 2020/21 Spring budget revisions 

Stuart Dennis, Corporate Finance Manager, joined the meeting. 

Stuart Dennis introduced the 2020/21 Spring budget revisions report, copies of which had been 
previously circulated. 

Stuart invited the Board to approve the two 2020/21 Spring Budget Revision submission to the 
SCPA to meet the in-year financial challenges of Covid-19 and the non-cash AME request to 
cover the additional IAS19 pension charges. 

The Board considered the scenario planning undertaken on fee income recognition due to the 
impact of Covid-19 and members took assurance around the risks and the scenario planning 
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undertaken to support the proposed £1.5m contingency and the Board noted the accounting 
standards in relation to employer pension contributions.  

Following discussion, the Board approved the 2020/21 Spring budget revisions for submission to the 
SCPA. 

11. 2021/22 SCPA budget proposal 

Stuart Dennis introduced the 2021/22 SCPA budget proposal report, copies of which had been 
previously circulated. 

Stuart Dennis invited the Board to consider and approve the draft 2021/22 Budget Proposal for 
submission to the SCPA. 

The Board considered the proposed budget submission which sought to increase the 
management contingency in order to provide resources in a number of important areas. These 
included; building capacity to respond to increased audit requirements and expectations,  
supporting the development of the digital strategy, enhancing digital skills and expertise, 
supporting the commitment to the continued development and delivery of audit quality, 
accelerating the development of the audit methodology, delivering the overall Strategic 
Improvement Programme and enabling Audit Scotland to respond to additional work arising 
from the creation of new bodies, and the increased scrutiny required arising from Covid-19 
expenditure.  

The Board welcomed the proposals, which sought to contain any fee impact for audited bodies 
and noted that the New Audit Appointments Steering Group would be considering, at its 
meeting in January 2021 whether to recommend that current audit appointments be extended.  

Following discussion, the Board approved the budget proposal subject to agreed amendments 
which would be circulated to members prior to its submission to the SCPA. 

Action ASB125:   Diane McGiffen to circulate an updated 2021/21 Budget Submission to 
Board members prior for final approval prior to submission to the SCPA. 
(December 2020) 

12. Strategic improvement programme 

Martin Walker introduced the Strategic improvement programme report, copies of which had 
been previously circulated. 

Martin Walker invited the Board to consider the purpose, objectives, structure and content of the 
programme and note the proposed governance and reporting arrangements.   

The Board reflected on the importance and interconnectivity of the various strands of the 
programme which had been considered in detail as part of the budget proposal discussion.  

Following discussion, the Board observed the importance of Audit Scotland’s digital ability to 
deliver the programme and agreed this should be captured more clearly. The Board welcomed 
the strategic purpose and objectives of the programme overall and agreed a meeting between 
Elma Murray, Diane McGiffen and Martin Walker be convened to discuss the Accounts 
Commission’s interests in the programme. 

Action ASB126:  A meeting to be scheduled with Elma Murray, Diane McGiffen and Martin 
Walker to discuss the Accounts Commission’s interests in the programme.  
(January 2020) 

Following discussion, the Board welcomed the report. 
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13. European Union withdrawal – verbal update 

Mark Roberts, Audit Director, Performance Audit and Best Value, joined the meeting. 
 
Mark Roberts provided a verbal to the Board on the European Union withdrawal. 
 
The Board noted the areas on which no agreement has been reached including fisheries and free 
movement of workers, the potential disruption to the flow of goods and the potential longer-term 
impact on the delivery of public services. 
 
Diane McGiffen advised that Management Team had carried out a business continuity planning 
exercise on Tuesday 24 November which had focussed on the potential impact on supply chains and 
the ongoing communication and support for colleagues. 
 
Following discussion, the Board welcomed the update. 

Mark Roberts, Audit Director, Performance Audit and Best Value, left the meeting. 

14. New audit appointments update 

Robert Leask, Project Manager, Audit Quality and Appointments, joined the meeting. 

The Chair introduced the New audit appointments update report, copies of which had been 
previously circulated. 

The Chair invited the Board to note the discussion on the option of recommending a further 
extension of audit appointments and the intention that the Steering Group meeting on 13 
January 2021 fully considers the risks and mitigation actions. He advised that there was a 
meeting, following today’s meeting of the Board, to consider limited changes to the terms of 
reference for the Steering Group, its role, purpose and reporting lines. 

Following discussion, the Board agreed an amendment to the report prior to sharing with the 
Accounts Commission. 

The Board welcomed the update. 

Action ASB127:  The summary report to be updated and shared with the Accounts 
Commission.  (December 2020) 

Robert Leask, Project Manager, Audit Quality and Appointments, left the meeting. 

15. Covid-19 update 

Martin Walker introduced the Covid-19 update report, copies of which had been previously circulated. 

 

Martin invited the Board to note Audit Scotland’s response to the pandemic, ongoing actions and 
next steps.  

The Board recognised the impact on the delivery of audits delays, the planning assumptions made for 
next year and agreed the inclusion of timescales to provide further assurance of delivery in future 
reporting. 

 

Following discussion, the Board welcomed the report.  

 

16. 2020/21 Q2 Financial performance update 

Stuart Dennis introduced the 2020/21 Q2 Financial performance update report, copies of which had 

been previously circulated. 
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The Board was invited to note the financial results for the six months to 30 September 2020.  

The Chair invited any comments from members and there being none, the Board noted the report. 

Stuart Dennis, Corporate Finance Manager, left the meeting. 

17. 2020/21 Q2 Corporate performance update 

Gayle Fitzpatrick, Corporate Governance Manager, joined the meeting. 

Gayle Fitzpatrick introduced the 2020/21 Q2 Corporate performance update report, copies of which 
had been previously circulated. 

 

The Board was invited to review the performance in quarter two and consider whether any additional 
management action is required.  

 

During discussion, the Board welcomed the performance reported, proposed actions and next steps. 

 

Following discussion, the Board noted the report and acknowledged the achievement by colleagues in 
maintaining delivery of audit quality during a period of significant disruption. 

 

18. Environment, Sustainability and Biodiversity annual report 2019/20 

Graeme Greenhill, Senior Manager, Performance Audit and Best Value and Ian Metcalfe, Corporate 
Governance Officer, joined the meeting. 

 

Graeme Greenhill introduced the Environment, Sustainability and Biodiversity annual report 2019/20, 

copies of which had been previously circulated. 

 

The Board was invited to consider and approve the Environment, Sustainability and Biodiversity 
annual report for 2019/20 and to comment on future areas of focus. 

During discussion, the Board considered options to further reduce travel emissions with a focus and 
promotion on active travel and noted there were a number of initiatives being explored in this area. 
The Board also noted the next five-year plan will consider the net zero target date and the inclusion of 
supply chain and commute emissions in the metrics. 

Following discussion, the Board welcomed the report and approved it for publication and 

communication. 

 

Graeme Greenhill, Senior Manager, Performance Audit and Best Value, Gayle Fitzpatrick, Corporate 
Governance Manager and Ian Metcalfe, Corporate Governance Officer, left the meeting. 

 

19. Corporate Governance review of Board arrangements report 

Gayle Fitzpatrick, Corporate Governance Manager, joined the meeting. 

Gayle Fitzpatrick introduced the Corporate Governance review of Board arrangements report, copies 
of which had been previously circulated. 

The Board was invited to consider and agree the proposed scope and timeline for the proposed 
Corporate Governance review.  

The Chair advised that the revised style, content and level of detail of Board minutes had been 
approved by members earlier in the meeting. 

Following discussion, the Board welcomed the report and agreed the scope and timeline of the review. 
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Gayle Fitzpatrick left the meeting. 

20. Any other business 

There was no other business. 

21. Publication of papers 

The Board considered and agreed the publication of the reports with the exception of items 10 
and 11 the Spring Budget Reviews and the 2021/22 Budget proposal and item 18, Environment, 
Sustainability and Biodiversity annual report as these would become public documents in due 
course.  

In relation to item 14, the New Audit Appointments update members agreed this not be 
published due to commercial sensitivity. 

The Board agreed that the reports at items 11 and 18 be shared with the Accounts Commission in 
confidence. 

22. Review of meeting 

The members welcomed the quality, content and comprehensive nature of the reports in 
supporting helpful and detailed discussion. The Chair thanked everyone for their contributions. 

23. Date of next meeting: 27 January 2021 

The members noted the next meeting of the Audit Scotland Board is scheduled for 27 January 
2021. 
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Governance arrangements: Review of Standing Orders 

Associate Director, Corporate Performance and Risk 

 

Item 8   

27 January 2021 

Purpose 

1. This report provides the Board with an opportunity to review its governance arrangements and the 
Standing Orders in the context of the current Covid-19 pandemic.    

Background 

2. On 16 March 2020 Audit Scotland’s Incident Management Team initiated the Business Continuity Plan in 
light of the Covid-19 situation. Colleagues were advised to work from home with immediate effect and 
the offices were closed. On 23 March 2020 the formal ‘lockdown’ measures introduced by the UK and 
Scottish Governments took effect. 

3. At its meeting on 17 March 2020 the Board agreed to temporarily suspend some of the standing orders.  
These were in relation to; meeting in public, the requirement for papers to be issued to members five 
days before the meeting and the publication of papers on the website in advance of meetings. The 
Board also agreed to keep the Standing Orders under review at each meeting. 

4. At its meeting on 13 May 2020 the Board agreed that the temporary suspension of the standing orders 
in relation to the issue and publication of board papers were no longer required. 

5. The Board carried out the normal annual review of the Standing Orders at its meeting on 30 September 
2020 alongside the annual review of the Scheme of Delegation, the Financial Regulations and the 
codes of conduct for board members and colleagues. 

Considerations 

Public meetings 

6. The Board remains committed to openness and transparency and meeting in public forms part of 
delivering on this commitment.  

7. It is recommended that public access to Board meetings be reinstated with effect from the March 
meeting. This can be facilitated by inviting any member of the public requesting access to a meeting to 
observe the public items using Microsoft Teams. This facility will be publicised on the website alongside 
the public papers.  

8. In addition, it is proposed that the Chair record a short video following the Board meetings to summarise 
the key items of business and decisions. 

9. These arrangements mirror those being used by the Accounts Commission. 

10. The practical, financial and regulatory implications of other options, including live streaming and video 
recordings, are under review and will be the subject of a report to the Board meeting in March.  

Review of other governance arrangements 

11. At its meeting on 25 November 2020 the Board agreed the scope of a focussed review of some aspects 
of its governance arrangements.  

12. The review will take place in February and the report will be considered by the Board at its meeting on 
24 March 2021. 
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Recommendations 

13. The Board is invited to: 

• agree that members of the public may attend Board meetings via MS Teams  

• note that the Chair will record short video summaries of Board meeting and that these be made 
available on the website 

• agree that the variations to the Standing Orders are kept under review and considered at each 
Board meeting until further notice. 

 



AUDIT SCOTLAND 

BOARD ACTION 

TRACKER 2020/21

Item 9

REF FORUM Agenda Item No Item Title Action Description Meeting Date Due Date Responsible Assigned to Complete/Ongoing Reported Yes/No Progress Notes

ASB99 Board 17 	Proposed schedule of meeting dates 2020

A further discussion on public meetings of the Audit 

Committee to be scheduled. 18/09/2019 Oct-20 Martin Walker Martin Walker Complete Yes

Included in scope of governance review 

agreed by the Board on 25/11/20

ASB114 Board 8 Review of action tracker

A report on the scope of the governance review will be 

considered at the Board meeting on 30 September 2020. 01/06/2020 30-Sep-20 Diane McGiffen Diane McGiffen Complete Yes

Scope agreed by Board at its meeting 

25/11/20

ASB123 Board 10 Covid-19 update

A Board workshop to be scheduled in the first quarter of 

2021. 30/09/2020 Mar-21 Diane McGiffen Diane McGiffen Ongoing No

Members' availability has been sought 

for dates in March 2021.

ASB124 Board 13

	Remuneration and Human Resources 

Committee performance and future priorities

A further discussion at the next meeting of the 

Remuneration and Human Resources Committee on 

priorities and approach to diversity and inclusiveness. 30/09/2020 Nov-20 David Blattman David Blattman Complete Yes

The Remuneration and Human 

Resources Committee discussed future 

priorities at its meeting on 4 November 

2020.

ASB125 Board 11  2021/22 SCPA budget proposal

Diane McGiffen to circulate an updated 2021/21 Budget 

Submission to Board members prior for final approval prior 

to submission to the SCPA. (December 2020)
25/11/2020 Dec-20 Diane McGiffen Diane McGiffen Complete No

The updated budget submission was 

circulated to members prior to 

submission to the SCPA.

ASB126 Board 12 Strategic improvement programme

A meeting to be scheduled with Elma Murray, Diane 

McGiffen and Martin Walker to discuss an update on the 

Strategic Improvement Programme with the Accounts 

Commission.  (December 2020) 25/11/2020 Dec-20 Diane McGiffen Diane McGiffen Complete No

A meeting took place on 7 January 2021 

and a verbal update provided to the 

Accounts Commission on this and related 

matters at its meeting on 14 January 

2021.

ASB127 Board 14 New audit appointments update

Report to be updated and shared with the Accounts 

Commission.  (December 2020) 25/11/2020 Dec-20 Diane McGiffen Diane McGiffen Complete No

The report was updated and shared with 

the Accounts Commission on 30 

November 2020.
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Strategic improvement programme update 

Associate Director, Corporate Performance and Risk 

 

Item 10 

27January 2021 

Purpose 

1. This report provides an update on the Strategic Improvement Programme. 

Background 

2. The Board considered a report on the Strategic Improvement Programme at its meeting on 25 
November 2020.   

3. The report noted that Scotland’s public sector is facing greater challenges than at any point since 
devolution, that the pandemic has brought significant increases in public spending, with corresponding 
public and Parliamentary interest in how this money is being spent and that high quality, independent 
public audit is even more essential in that context. 

4. The key objectives of the Strategic Improvement Programme are to: 

• drive our organisational transformation and improvement over the next 18 months 

• provide a bridge between the ‘recovery phase’ and what will become a new longer-term 
operating model 

• assure and inspire our colleagues  

• ensure we deliver on our core commitments on audit (quality, focus, methodology and value 
added) 

• ensure we deliver on our commitments on how we run the organisation – being people 
focussed by prioritising the health, safety, wellbeing and development of our people, and by 
being innovative and efficient. 

Programme update 

5. We have made good progress in a number of areas since the end of November 2020. 

Delivering world class audit 

6. The new draft rolling work programme sets out the priorities, themes and subject areas of the 
performance and overview audits for the years to come. It was considered by both the Public Audit and 
Post Legislative Scrutiny Committee (PAPLS) and the Accounts Commission at their respective meetings 
on 14 January 2021. The Accounts Commission will consult stakeholders over the coming months and 
the programme will published in the Spring. 

7. The New Audit Appointments Steering Group met on 13 January 2021 and agreed its position on the 
duration of the current audit appointments and the next steps on the development Code of Audit Practice 
and the procurement process for the next round of audit appointments. 

8. On 17 December 2020 Management Team approved the Digital Audit Strategy. This will develop our 
approach and capacity to harness digital technology in delivering the audit work and sharing insights. 

9. A project lead had been appointed for the Electronic Working Papers (EWP) project. They will oversee the 
upgrade to the current EWP system and scoping is under way on the project to specify, assess and 
procure a longer-term system solution. 
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Being a world class organisation 

10. The 2021/22 budget submission provides for capacity building to help meet the increased audit 
responsibilities and support organisational resilience and improvement. 

11. The building capacity workstream has made significant progress in developing the scope, attraction 
strategy and supporting process for the first phase of capacity building. The recruitment campaign is 
scheduled to go live on 22 January 2021. 

12. On 17 December 2020 Management Team approved the Digital Services Strategy. This is designed to 
ensure that we maximise the use of technology to support core service delivery and new ways of 
working. The three key strands are cyber security, virtual business and digital transformation. 

13. On 11 January 2021 the Audit Services Group transferred to the Time Recording system. All colleagues 
now use the system which provides a suite of performance dashboards and reports. The transfer also 
enables an upgrade of the current EWP system.  

Current position 

14. The current lockdown presents challenges to our organisational capacity in terms of both audit delivery 
and the improvement programme.  

15. There are indications that the effects of the pandemic and the associated suppression measures are 
having an effect on how colleagues are feeling, and we know that those with children who are learning at 
home are having challenges in balancing work and family commitments. 

16. We are currently assessing the impact of the situation and what this means for audit and organisational 
priorities and how they are resourced. 

17. We continue to prioritise the health, safety and wellbeing of colleagues and audit quality and this will 
inform the prioritisation and resourcing decisions. In turn this may result in changes to some elements of 
the strategic improvement programme and the timing of development work.  

Recommendations 

18. The Board is invited to note the update on the strategic improvement programme. 
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Implications of EU withdrawal 

Audit Director, Performance Audit and Best Value 

 

 

Item 11  

27 January 2021 

Introduction 

1. This report provides an update on the implications for Audit Scotland of the UK’s departure from the 
European Union. 

Context 

2. The UK Government and the European Union reached agreement about their future trading relationship 
and the governance of that relationship on 24 December 2020. Following parliamentary scrutiny on 30 
December 2020, the agreement became law. The UK completed its transition out of the European Union 
at 2300 on 31 December 2020. New border arrangements between the UK and EU member states came 
into force immediately, along with new arrangements within the UK to maintain the status quo at the 
border between the Republic of Ireland and Northern Ireland. 

3. The agreement meant that immediate concerns about the supplies of food, medicines and medical 
equipment into the UK without an agreement (“no deal”) were alleviated. There does not appear, to date, 
to have been an immediate impact on the flow of imports but this may have been offset by stockpiling in 
advance of the end of 2020. In addition, cross-channel traffic flows have been below normal levels during 
the first half of January 2021. There have been acute issues for some exporters, especially of perishable 
food stuffs, due to the requirements of the new border operating model. 

Implications for the Scottish public sector 

4. In the two briefing papers that Audit Scotland published in October 2018 and October 2019, we identified 
people, finance and the economy and rules and regulations as the three key areas of long-term 
uncertainty associated with EU withdrawal for the public sector. At a strategic level, these three areas 
remain the most significant. 

5. A number of key sectors across the whole economy (especially, agriculture, food and drink and tourism) 
have been reliant on workers from the European Union. Within the public sector, the NHS, teaching and 
higher education may be affected by reductions in the number of workers wishing to come to the UK. 
Overall, social care is likely to be the most critically affected area, especially in the privately operated 
part of the sector. In the longer term it is unclear what effect withdrawal from the EU and the UK 
government’s revised migration policy will mean for migration into Scotland. 

6. The economic implications of EU withdrawal on the Scottish economy have been a subject for 
considerable speculation. The economic effects of Covid-19 are likely to dwarf those of EU withdrawal in 
the short-term. Given the connection between Scotland’s economic performance and public sector 
budgets through the fiscal framework, any changes in economic performance will affect public sector 
budgets. 

7. It has always been predicted that for certain policy areas (food and environmental standards), there 
would be significant regulatory changes associated with EU withdrawal and this has proven to be the 
case. The provisions of the UK Internal Market Act provide from an integrated, single market with 
common standards across the whole of the UK. This may mean that areas (such as those noted above) 
that have previously been devolved to the Scottish Parliament may return to Westminster. This may 
become a significant political issue. 

Implications for Audit Scotland 

8. All staff have received updates on the EU withdrawal process through a dedicated Yammer channel 
since 2018. Throughout the EU withdrawal process, we have been speaking to members of staff from 
non-UK European Union member states about their personal situations and providing support and 
access to advice. In early 2021, a series of drop-in sessions on EU withdrawal and its implications were 
available to all staff. Across the four sessions, 50 colleagues attended. 
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9. The long-term future of the system of support for agriculture and the replacement for structural funds 
remains unclear, as does the long-term shape and scale of any audit requirements. In the short-term, the 
audit of the European Agricultural Guarantee Fund will conclude, and from October 2020, this will be 
funded through the national framework. The UK Coordinating Body has advised that the balance of Rural 
Development Programme funding can continue to be spent under EU regulations until October 2023.The 
projected impact is that the fee and audit requirements will reduce by 25-30 per cent. 

10. One issue that remains to be fully resolved relates to data centres in European Union member states 
that host the cloud-based services that Audit Scotland (and many other organisations) use. Following 
completion of the negotiations, the Information Commissioner’s Office issued a statement confirming that 
the agreement between the European Union and the UK would allow data to continue to flow between 
the European Union and the UK. This arrangement is temporary and expires at the end of June 2021. By 
then, the European Union must make decisions about the adequacy of the UK’s mechanisms for the 
protection of personal data. Fundamentally, this means that the UK has to maintain its current data 
protection laws and not introduce any new mechanisms for data transfer. In the longer term, it is likely 
that data centres will be established in the United Kingdom. 

11. The long-term implications of EU withdrawal span a broad range of policy areas. We plan to assess and 
report on these across our entire suite of audit outputs as and when appropriate. At present, given the 
diverse nature of the impacts that EU withdrawal may have, we are not planning an overarching 
assessment. 

Recommendation 

12. The Board is invited to note this report. 
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Covid-19 update 

Associate Director, Corporate Performance and Risk 

 

Item 13 

27 January 2021 

Purpose 

1. This report provides an update on Audit Scotland’s response to the Covid-19 pandemic. It summarises 
the current position and the implications for Audit Scotland as an organisation and for the audit work. 

2. The situation is changing rapidly, and a verbal update will accompany this report. 

Background 

3. The Board considered a Covid-19 update report at its meeting on 25 November 2020.  

4. Since then there have been significant developments and the situation remains extremely dynamic. 

5. During the course of November and early December a number of areas were placed into lower local tiers 
and saw some relaxation of the suppression measures with guidance issued about a relaxation of the 
measures over the festive period. The roll out of vaccinations using the Pfizer-BioNTech vaccine began 
on 8 December 2020. 

6. By 14 December 2020 the risk posed by the new variant of the virus had resulted in increased 
restrictions in London and the South East of England and on 19 December 2020 the UK and devolved 
administrations announced a tightening of restrictions, particularly around the festive break. 

7. On 30 December 2020 it was announced that the Oxford-AstraZeneca vaccine had been approved for 
use and the vaccine was in use by 4 January 2021. However, on that same date the spread of the virus 
and the threat it posed to the capacity of the NHS resulted in a second ‘lockdown’, accompanied by a 
‘stay at home message’. The Moderna vaccine was approved on 8 January 2021.  

8. As at 19 January 2021, 1,165 new cases had been confirmed, taking the total number of confirmed 
cases since the start of the pandemic to 164,927.  

9. The health service is under extreme pressure with just under 2,000 people in hospital, 150 of whom were 
in intensive care. 5,376 people have died who have tested positive for the virus as at 19 January 2021. 
7,704 deaths have been registered in Scotland where Covid-19 was mentioned on the death certificate 
up to 10 January 2021. 

10. As at 19 January 2021 over 284,500 people had received their first dose of the vaccine and reports 
indicate a significant escalation of the vaccination programme in the days and weeks to come. The 
Scottish Government has published the Vaccination Deployment Plan 2021. This anticipates 400,000 
vaccinations a week by the end of February 2021. 

11. On 19 January 2021 the First Minister announced that the current suppression measures, including 
limited access to schools, would remain in place until mid-February, with a review point on 2 February 
2021. 

12. The Incident Management Team (IMT) continues to meet on a weekly basis, Covid-19 remains a 
standing item on the agenda for Management Team and the Board and regular updates have been 
issued to all colleagues and Board members. Additional IMT meetings took place on 21 December 2020 
and 4 January 2021 in light of the rapidly changing situation. 

Organisational implications and responses  

13. On 19 March 2020 the Auditor General for Scotland advised the Public Audit and Post Legislative 
Scrutiny Committee (PAPLS) that Scotland’s public services were under exceptional pressure due to 
Covid-19 and advised that our approach to audit during these circumstances would be pragmatic, 
flexible and consistent. Our approach was further detailed in Covid-19: impact on public audit in Scotland 

https://www.gov.scot/publications/coronavirus-covid-19-vaccine-deployment-plan-2021/
https://www.audit-scotland.gov.uk/news/covid-19-impact-on-public-audit-in-scotland
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in May, Covid-19: how public audit in Scotland is responding in June and Covid-19 Financial Impact in 
August 2020. 

14. We are currently developing an update on the impact of Covid-19 on public audit in Scotland. 

15. The disruption continues to impact on productivity and this and other cost pressures mean that the 
financial situation is also challenging, this is reflected in a Spring Budget revision and the 2021/22 
budget bid to the Scottish Commission for Public Audit (SCPA). The SCPA considered the spring budget 
revision and the budget bid at its meeting on 15 January 2021.  

Our people 

16. From the start of the pandemic we have prioritised the health, safety and wellbeing of our colleagues. 
This continues to be a key priority. We have worked hard to support colleagues who are now all 
dispersed, working from home and juggling sometimes quite difficult home and work responsibilities. This 
support has taken a variety of forms, including regular communications and engagement, advice and 
guidance, access to systems and the provision of digital and office equipment. 

17. While we have been successful in minimising the impact of the pandemic on the audit work (see ‘audit 
implications and responses’ section below), it is clear that the effort involved has taken its toll on 
colleagues and there is a sense of some ‘organisational fatigue’. In addition, the positive developments 
around vaccines have been offset by the new variant, rising infection rates and the second lockdown. 

18. The second lockdown disrupts people’s work and home lives. There are some early indications that, in 
particular, colleagues with children are experiencing more challenges in balancing their work and home-
schooling responsibilities as both the provision and the expectations around remote learning have 
increased compared to the first lockdown. 

19. Since the last update: 

• Two colleagues have tested positive for Covid-19 in recent days, one has recovered and returned 
to work and the second is currently on sick leave. Two further colleagues have been self-isolating. 

• Fewer than five colleagues are currently shielding. 

• The absence statistics show that there has been a decrease in the number of colleagues who are 
absent, but an increase in total absence days compared to the same period last year, this is mainly 
attributable to a small number of longer-term absence cases. 

• An analysis of the time logged by colleagues to the C-19 business continuity time recording codes 
tells us that 2,008 days have been logged by 247 colleagues since March 2020. (This equates to 
an average of 8.13 days per colleague who has used the code). 

Digital and office equipment 

20. We continue to support people with home working. To date we have issued 318 items of digital 
equipment to 217 colleagues. These items have mainly been screens, keyboards and mice. The total 
cost to date has been £20,630.09, an average of £130.98 per colleague who has needed equipment. We 
have also issued/replaced laptops for 216 colleagues, this equates to 67% of the workforce. 

21. We have also issued 291 items of office equipment to 219 colleagues. These items have included desks, 
chairs, footrests, and some items have been issued from existing stock in the offices. The total cost to 
date has been £14,023.21, an average of £64.03 per person who has needed equipment. 

Office accommodation 

22. The Audit Scotland offices have been closed with effect from 17 March 2020 and we expect this to be the 
default position for some time to come. On 17 September 2020 the IMT confirmed that the offices would 
remain closed for the remainder of 2020.  

23. Management Team reviewed the position on 8 December 2020 and agreed that offices would remain 
closed until 19 April 2021, this coincides with the end of the Easter break. This was consistent with the 
government guidance at that point in time and is even more relevant given the current suppression 
measures in place. 

https://www.audit-scotland.gov.uk/report/covid-19-how-public-audit-in-scotland-is-responding
https://www.audit-scotland.gov.uk/report/covid-19-financial-impact
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Financial management 

24. We continue to monitor the financial situation very closely. The focus on the 2019/20 financial audits and 
the consequential impact of the delayed start to the 2020/21 audits is having an impact on income 
recognition. Provision has been made for this in the 2020/21 Spring Budget Revision (SBR) submitted to 
the SCPA. 

25. The SCPA considered and the SBR and the 2021/22 Draft Budget Submission at its meeting on 15 
January. The official report of the meeting is on the agenda for the Board meeting on 27 January 2021. 

Audit implications and responses 

26. To date we have prioritised our statutory audit obligations and, in consultation with the Auditor General 
for Scotland and the Accounts Commission, paused/re-scheduled areas of audit work where we have 
more discretion. We have also been clear that we will do what is achievable, but that cannot guarantee 
all deadlines can be met. This is due to the disruption in audited bodies as well as to Audit Scotland. We 
have also been clear that, while timescales may change, audit quality remains an absolute priority and is 
even more important at times of significant disruption. 

27. Extended audit timetables were implemented for NHS and local government bodies for the 2019/20 audit 
year. The deadlines for the laying of central government bodies’ accounts in the Scottish Parliament and 
for Further Education colleges remained unchanged. 

28. Progress on delivering the 2019/20 has been impressive in the circumstances. This is testament to the 
commitment and professionalism of colleagues and those in the audited bodies. The current position is 
summarised in the table below. 

Sector Deadline No. audits No. completed 
by deadline 

% complete by 
deadline 

% complete 
now 

NHS 30/09/20 23 20 87% 100% 

LG – councils 30/11/20 32 27 84% 91% 

LG-IJBs 30/11/20 30 29 97% 100% 

LG-joint boards 30/11/20 32 29 91% 97% 

LG-pension funds 30/11/20 11 11 100% 100% 

Central Government 31/12/20 75 75 100% 100% 

Further education 31/12/20 21 14 67% 71% 

  225 205 91% 95% 

 

29. The Auditor General for Scotland published five statutory reports in December 2020 based on the 
2019/20 audit work. 

30. A revised schedule for Best Value Assurance Reporting to the Accounts Commission in 2020 was agreed 
to reflect the impact of Covid-19 on both auditors and councils. A Best Value Assurance Report on the 
City of Edinburgh Council was published on 26 November 2020. 

31. In December we published two Covid-19 reports, Covid-19: Balancing the budget in councils and Covid-
19: Going concern in the public sector. 

32. On 14 January 2021 the Accounts Commission published Digital Progress in Local Government. This 
highlighted that councils need to respond to Covid-19 has increased the pace at which Scotland's 32 
councils are delivering services through digital technology. The Commission also noted that greater 
collaboration, use of shared expertise, citizen engagement and strategic planning are needed, however, 
to fully realise the potential of digital technology. 

33. Covid-19 will feature in the forthcoming Local Government Financial Overview, the NHS overview report 
and the report on Educational Outcomes, these are scheduled for January, February and March 2021 
respectively. 

34. The rolling work programme has been updated in consultation with the Auditor General for Scotland and 
the Accounts Commission. The Public Audit and Post Legislative Scrutiny Committee discussed the draft 
programme at its meeting on 14 January 2021. The Accounts Commission is consulting with 
stakeholders in the early months of 2021 and the programme is scheduled to be published in the Spring 
of 2021. The proposed programme includes audits on the economic and fiscal consequences of Covid-

https://www.audit-scotland.gov.uk/report/best-value-assurance-report-the-city-of-edinburgh-council
https://www.audit-scotland.gov.uk/report/covid-19-balancing-the-budget-in-councils
https://www.audit-scotland.gov.uk/report/covid-19-going-concern-in-the-public-sector
https://www.audit-scotland.gov.uk/report/covid-19-going-concern-in-the-public-sector
https://www.audit-scotland.gov.uk/report/digital-progress-in-local-government
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19, Public service adaptation in response to Covid-19, the equality impact of Covid-19 and Governance 
and accountability (including fraud, error and litigation). 

35. We continue to monitor the discussions taking place in relation to the timing of the Scottish Parliamentary 
elections currently scheduled for May 2021. Any change to the election date, and the associated 
publication moratorium will have an impact on the publication schedule.  

Next steps 

36. The experience of dealing with the pandemic to date has demonstrated how flexible and resilient Audit 
Scotland is as an organisation. As we move beyond the ‘response phase’ we are keen to learn from what 
this phase has told us and harness and build on the innovation, creativity and flexibility to develop new 
ways of working. This has informed our refreshed Strategic Improvement Programme which was 
considered by the Board at its meeting on 25 November 2020 and is the subject of an update report on 
today’s agenda. 

37. It is clear however that the second lockdown is having a negative effect on our organisational capacity 
for audit and improvement work and the morale of colleagues. We are currently reviewing our priorities in 
this context to assess the impact and organisational response to these challenges. 

Recommendations 

38. The Board is invited to: 

• note the actions taken to date in respond to the Covid-19 pandemic 

• note the ongoing actions and next steps. 
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Scottish Commission for 
Public Audit 

Meeting of the Commission 

Friday 15 January 2021 

[The Chair opened the meeting at 10:30] 

Decision on Taking Business in 
Private 

The Chair (Colin Beattie): Good morning, and 
welcome to the first meeting in 2021 of the 
Scottish Commission for Public Audit. We have 
received apologies from Alison Johnstone. I 
welcome Jenny Marra back to the commission and 
I thank Anas Sarwar for his work with the SCPA. 

Agenda item 1 seeks the agreement of 
members to take in private agenda items 5 and 6. 
If members disagree, they should type N in the 
chat function. 

No members have indicated disagreement, so 
that is agreed. 

Spring Budget Revision 2020-21 
(Budget Adjustment) 

10:31 

The Chair: Agenda item 2 is consideration of 
Audit Scotland’s 2020-21 budget adjustment to the 
spring budget revision. Members have copies of 
the spring budget revision and budget adjustment 
in their meeting papers. I welcome to the meeting 
Alan Alexander, the chair of the board of Audit 
Scotland; Stephen Boyle, the Auditor General for 
Scotland; and Diane McGiffen, the chief operating 
officer, and Stuart Dennis, the corporate finance 
manager, both from Audit Scotland. 

Today is Stephen Boyle’s first appearance 
before the commission in his role as the 
accountable officer for Audit Scotland, so I 
welcome him to this morning’s meeting. I invite 
Alan Alexander and the Auditor General to make 
some short introductory remarks. 

Alan Alexander (Audit Scotland): Thank you. 
We are happy to talk through the proposals that 
you have before you, to answer your questions 
and to engage in discussion on how best to 
maintain the quality, integrity and impact of public 
audit in Scotland. 

It hardly needs to be said that the world has 
changed. Covid-19 has refashioned how we live 
and work—perhaps permanently—and how we 
deliver public services in Scotland. It has also 
changed Audit Scotland’s role, and the budget 
proposal directly reflects that. 

It is worth noting that we submitted the proposal 
to the commission in the early days of December. 
At that time, the rate of infection was slowing, a 
vaccine had been approved, restrictions were 
being relaxed across much of Scotland and many 
of us believed that the turn of the year would mark 
the beginning of a recovery and an exit from the 
pandemic. However, since then, we have seen the 
emergence of the new Covid variant and the 
imposition of much stricter rules for the festive 
period, and 2021 started with a return to lockdown 
conditions that are similar to those that we 
experienced at the start of the pandemic. Those 
restrictions have a knock-on effect on issues such 
as home learning and capacity and, earlier this 
week, we heard that they are unlikely to be lifted 
soon. That is perhaps a perfect illustration of the 
volatile and unpredictable environment that we 
now operate in. 

As you are all aware, the pandemic has placed 
significant and, in some cases, unique pressures 
on Scotland’s public sector at a time when it 
already faced major stresses and strategic 
challenges. Public spending has increased by 
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several hundreds of millions of pounds, and Covid-
19 has exacerbated existing issues in Scotland, 
such as financial sustainability, public service 
provision, and economic and health inequalities. 

There is increasing public and parliamentary 
interest in how money is spent, how well public 
services are responding and the longer-term 
impact on Scotland. For Audit Scotland, that 
means that we have to change and develop so 
that we can deliver the high-quality and world-
class public audit service that Scotland will need 
more than ever. 

That will mean more than incremental change 
and development; it will mean making step 
changes in how we work and ensuring that we 
have the skills and resources that are needed now 
and in the future. We also need to ensure the 
resilience and sustainability of the public audit 
model in Scotland, safeguard quality and maintain 
the safety and wellbeing of our workforce. 

I emphasise that my board, the senior 
management of Audit Scotland and the entire staff 
are committed to demonstrating how the Scottish 
public audit model can rise to the challenges and 
exemplify the highest standards in the stewardship 
and application of public funds. 

With your permission, chair, I will hand over to 
Stephen Boyle, who will speak in his capacity as 
the accountable officer for Audit Scotland.  

Stephen Boyle (Auditor General for 
Scotland): Good morning. As Alan Alexander has 
outlined, and as is set out in our budget proposal, 
Audit Scotland is quickly moving from—
[Inaudible.]—following new responsibilities to the 
Scottish Parliament to now dealing with a public 
health crisis and associated public service 
response at a scale not seen—[Inaudible.] 

The financial risks and issues facing Scotland 
are bigger than they have ever been, and our audit 
role needs to respond accordingly. We need to 
move to ensure that we have the resources, skills 
and capacity to do the job that Scotland needs 
from us. Our budget proposal reflects that. 

Our resource requirement for 2021-22 is £10.8 
million, which is an increase of £1.9 million, or 
21.5 per cent in real terms. Our proposals contain 
more detail of what that will deliver, including 
providing assurance on the significant new sums 
of public money and how well that is being used to 
rebuild and repair the economy and address 
inequalities. We will follow the pandemic pound.  

Our total proposed budget of £29.5 million for 
2020-21 equates to about 0.05 per cent of 
Scotland’s public sector budget. We need to make 
the most of the opportunities to change working 
patterns and practices and to ensure the safety 
and equality of opportunity of our current and 

future colleagues. That means investing in our 
digital infrastructure and other resources to 
support more agile and flexible ways of working. 

We will be developing new methods, tools and 
approaches to retain and attract the people we 
need, whom we will be supporting with the right 
training and development. We are clear that 
everything that we do now and in the future must 
be built on the principles of wellbeing, quality, 
equity and sustainability. 

As ever, my colleagues and I will do everything 
that we can to answer the commission’s 
questions. 

The Chair: Thank you, both, for those 
introductory remarks. Before we move to 
questions, I remind witnesses and members to 
take a small pause before speaking, so that the 
broadcasting team has time to switch on your 
microphone. If any member has a supplementary 
question, please type R in the chat box and I will 
bring you in when I can. As always, I would be 
grateful if questions and answers could be kept as 
succinct as possible. 

I will start off. Will Audit Scotland provide an 
update on whether its most recent assessment of 
work continues to suggest that the figure of £1.44 
million remains accurate? Is the income shortfall of 
£1.44 million a one-off issue specific to the 
financial year 2020-21? 

Stephen Boyle: I will start, and I will perhaps 
invite Stuart Dennis and Diane McGiffen to 
supplement my remarks. 

As Alan Alexander mentioned in his introductory 
remarks, the spring budget revision, which we 
submitted in December, reflected what we thought 
was a stabilising, or potentially improving, picture 
in relation to the scale of the pandemic and what 
that meant for the pace of our work. Clearly, we 
have seen in—[Inaudible.]—that is no longer the 
case. 

As you would expect, we have done additional 
modelling and forecasting of what that means for 
our financial position. In the past few days, we 
have drawn from the December month-end 
figures, and our remodelling suggests that, for a 
range of scenarios—the mid-point, low point and 
end point—we are looking at a deteriorating 
picture of our expected completion of work. 
However, we think that we can still absorb that in 
our request to the commission for an additional 
£1.5 million. Stuart Dennis might wish to say a 
wee bit more about that in a moment. 

The second part of your question was about 
whether the income shortfall is a one-off for 2020-
21. The timing of our work—the pace at which we 
can complete audits and therefore our ability to 
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recognise income—is the key factor. Therefore, it 
is probably too early to tell.  

Like everyone, we are optimistic about what the 
pace of vaccination and recovery might mean in 
signposting a return to normal activity. The pace at 
which we recover timing feels more difficult to 
predict accurately. However, we know that the 
timelines that we are used to will still be elongated 
during 2021, and, to an extent, that will also 
probably run into the following financial year. As 
ever, the picture is hugely volatile. 

The Chair: Auditor General, you said that you 
did some remodelling based on the situation at the 
end of December, which was very early in the 
current lockdown and its impact. You also said 
that you think you are able to absorb any 
additional costs within your current ask. How 
confident are you about that? None of us has a 
very clear picture. What was the basis of your 
modelling at the end of December, which led you 
to that conclusion? 

Stephen Boyle: I will start, and I will invite 
Stuart Dennis to give the commission a bit more 
flavour of some of the variables that we have 
considered. 

The one thing I would say is that we have now 
done almost all the audit work that relates to the 
2019-20 financial year. That has been no small 
task, although the timescales are more stretched 
than we expected. Had you asked us at the start 
of the pandemic, in March or April, whether we 
anticipated completing all of the 2019-20 audits by 
this point, I do not know that we would have. It is 
important to me to put on record my thanks to all 
of Audit Scotland’s colleagues for their effort and 
work in delivering that result. 

There are a number of variables. I ask Stuart to 
talk through the measures that we considered as 
the basis for our forecast for the year end. 

Stuart Dennis (Audit Scotland): As the 
commission will be aware, we have been 
modelling the situation. The December submission 
was based on a mid-point scenario.  

We have considered various options for how the 
current lockdown will affect Audit Scotland’s fee 
income recognition, and we realise that it will have 
an impact. As the Auditor General said, we feel 
that £1.5 million should be sufficient, as things 
stand, and that we are able to cope with the 
volatility. Part of the reason for that is that we were 
in a better position at the end of December, as we 
started the 2020-21 audits, than we had 
anticipated in the original scenario. The income 
recognition is the main reason why we need the 
extra funding. As the Auditor General said, we 
have made a significant achievement in that, at 
the end of December, we had achieved 95 per 
cent completion of the 2019-20 audits. 

The Chair: We lost a little bit of what you said 
there, but thank you. 

Bill Bowman (North East Scotland) (Con) 
(Deputy Chair): Good morning, everyone. I have 
a couple of questions, the first of which sticks with 
the figure of £1.44 million. As I understand it, you 
do not have issues with receiving fee income in 
terms of its recoverability. However, does the 
issue become a timing difference—that is, will 
there be additional fee income in 2021-22 as that 
delayed work is either completed or recognised? 

Stephen Boyle: Yes, that is right. Just to 
clarify—we do not have fee income concerns 
about the receipt of income from the bodies to 
which we charge a fee. The issue is a timing 
difference, as you suggest, that relates to the 
progress of our 2020-21 audits. Typically, as 
Stuart Dennis mentioned, we would be well 
progressed in our planning and preparation for 
commencing the final part of the financial 
statement audits. However, that has now slipped 
back from where we would have expected it to be. 

10:45 

That timing difference equates to a large 
component—which we will, no doubt, come on 
to—of our budget request for the 2021-22 financial 
year. Our planning expectation was that we would 
be able to re-accelerate our audit work to reduce 
the timing difference. However, that now looks a 
bit more uncertain, given the current 
circumstances. 

Bill Bowman: So, the 2021-22 budget will see 
that money pop back into it—is that what you are 
saying? 

Stephen Boyle: Yes. There is a timing 
difference, exactly as you suggest. However, what 
we will also face during 2021-22 is perhaps not an 
identical set of circumstances to the situation that 
we are in at the moment, but one that— 

Bill Bowman: An extra—[Inaudible.] 

Stephen Boyle: Yes, it is the time lag effect that 
we are dealing with. 

Bill Bowman: So, it is not, in effect, an extra 
£1.44 million in 2021-22; you are taking out of the 
back end something similar for the next year. 

Stephen Boyle: Exactly so. 

Bill Bowman: Okay. Thanks for confirming that. 

When you produce these forecasts, do you 
forecast a cash flow behind them that mirrors 
them, and do you produce a balance sheet at the 
end of the periods that are being forecast? 

Stephen Boyle: I ask Stuart Dennis to talk 
through the range of monthly financial reporting. 
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Stuart Dennis: That is correct—we do a cash-
flow analysis. We do not invoice as work is 
completed; we have an arrangement whereby we 
invoice in instalments—three times during the 
year, principally—and we predict when we will get 
the cash that comes in from that. It is not the same 
as firms invoicing as the work is completed; we 
invoice regularly—normally in December, May and 
September. We have a plan whereby we 
guarantee that that cash will come into our bank 
as well as the cash that we get from the Scottish 
consolidated fund. 

Bill Bowman: That £1.44 million does not 
impact your cash. 

Stuart Dennis: No—that is correct. 

Bill Bowman: Can I ask just one other 
question, on office costs? From your presentation, 
I presume that you currently have empty premises. 
Have you had any negotiations with landlords 
about what you are paying for your premises 
during this period? 

Stephen Boyle: I will ask Stuart Dennis to say a 
wee bit more about where we are at with that. The 
first thing to say is that the offices have remained 
closed since the middle of March 2020, with all of 
our colleagues working remotely and covering 
audit work remotely. 

We refer to the issue in our budget submission 
for 2021-22. In the longer term, the plan is to look 
at what that means for our property estate and our 
property strategy. We need to reflect potentially 
different working patterns and different—
[Inaudible.] 

In our submission, we refer to the fact that our 
offices across Glasgow, Edinburgh and Inverness 
are on long-term leases. Stuart Dennis may wish 
to say a little bit more about the content of any 
conversations that we have had with our landlords. 

Stuart Dennis: As the Auditor General said, the 
offices are on long-term leases. As it has been our 
decision to shut down the offices and not have 
them open, the arrangement is that we are 
continuing to pay for them. As the Auditor General 
alluded, we need to develop a property strategy, 
which is something that we will be doing, and that 
is where we will focus on our long-term planning in 
relation to office use. 

Bill Bowman: So, you have not done anything, 
such as at least asking the landlord for some form 
of reduction. 

Stephen Boyle: Not at the moment, and that— 

Stuart Dennis: Sorry—the office in Edinburgh is 
due a rent review. That has started, with a 
representative that acts on our behalf, but it has 
been very slow due to the pandemic situation. 

Rona Mackay (Strathkelvin and Bearsden) 
(SNP): The accountable officer’s cover letter 
highlights that the spring budget revision is 
needed in part because of the inability of Audit 
Scotland’s 

“funding and fees model to withstand ... shocks in-year”, 

such as the shock from Covid. The Auditor 
General said in his opening statement that Audit 
Scotland will “follow the pandemic pound.” Can 
you provide a bit more detail about how your 
funding model has been impacted so far? What 
consideration has the board given to how the 
model might be strengthened to enable it to 
respond effectively to future shocks? 

Stephen Boyle: For us, the fundamental point 
about the funding model is that we cannot hold 
reserves that would allow us to absorb volatility. I 
would go further and say that our funding model 
was not designed to deal with the level of shock 
that there has been from the pandemic and the 
implications that it has had for our financial 
position. That has brought us to today and the 
detail of our spring budget revision request, the 
significance of it and what it means for our funding 
model—[Inaudible.] 

As the commission will be aware, not only do we 
not hold reserves but we have to break even each 
year. The key component of what the pandemic 
has meant is that, with the timing of completion of 
work not being as anticipated, our ability to 
recognise income in the way that was projected 
has been severely reduced. We set that out in a 
bit of detail in table 1 in the spring budget revision 
document. 

We have started thinking about what the longer-
term environment might look like, and we are keen 
to do more of that thinking. I appreciate that that is 
a multifaceted conversation with the Parliament 
and the commission as well as public bodies and 
the Accounts Commission, particularly given the 
relative ratio of our funding arrangements, which 
are skewed towards fees that we charge to public 
bodies relative to the funding that we receive 
directly from Parliament. 

We are keen to start and make progress on that 
work and to think about the implications for our 
funding, in the anticipation that the exact level of 
certainty might not return on an annual basis. We 
want to look at alternative ways in which we might 
better absorb some of the volatility. 

Rona Mackay: I know that this is difficult to 
answer, but are you confident that, if—heaven 
forbid—things got worse and there were future 
shocks, Audit Scotland would be able to function 
effectively? 

Stephen Boyle: Over the past 10 or 11 months, 
we have been able to respond quickly and 
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continue to deliver audit work. That is what the 
pandemic has taught us. As I mentioned, we have 
now delivered all the financial audit work for 2019-
20, and we have done so while auditors and 
officials in public bodies have been working in their 
households. The work can still be carried out, but 
it is clear that it is taking longer. There has been 
an impact on productivity because of all the 
circumstances in our households. Some people 
have caring responsibilities and there are 
particular issues now, as we have returned to 
home schooling. 

There is confidence that we can do the work. If 
circumstances deteriorated, we would expect that 
to mean that timelines would be extended, 
although we do not know that yet. We have 
confidence, given what we have been able to 
achieve over the past year or so. That gives us 
hope, but there is still volatility and there will 
continue to be an impact. 

Rona Mackay: I understand that. Thank you. 

Jenny Marra (North East Scotland) (Lab): 
Good morning. I will ask about the savings in 
annual wellness checks. It is stated in paragraph 
30 that Audit Scotland’s savings of £0.5 million 
include savings on annual wellness checks for its 
staff. Will you tell us about the nature of those 
annual wellness checks? How has the board 
assured itself that those savings have been 
realised without compromising staff wellbeing? 

Stephen Boyle: Good morning, Ms Marra. I am 
happy to answer those questions, although I might 
hand over to Diane McGiffen and Alan Alexander 
to comment on the level of assurance. 

Fundamentally, the wellbeing of Audit Scotland 
colleagues has been at the centre of our approach 
to dealing with the pandemic. Our incident 
management team, along with members of our 
senior management team, have continually 
communicated with colleagues to emphasise the 
importance of their wellbeing. We have signposted 
them to various levels of support and training that 
they can access to deal with all the unprecedented 
circumstances. The nature of the wellness activity 
that we undertook before the pandemic means 
that we have not been able to continue with it in 
the way that we would have done. 

I will ask Diane to explain the background and 
the support that we have provided to colleagues 
that would have been provided through the 
wellness checks. 

Diane McGiffen (Audit Scotland): I reassure 
the commission that we are not trying to make 
savings on wellness, because investing in 
supporting the wellbeing of colleagues is 
paramount at the moment. 

Last year, we were unable to deliver the range 
of wellness checks that we normally deliver, 
because those checks involve in-person, face-to-
face, one-to-one consultations that include blood 
tests and a range of other diagnostic tools. We are 
keen to reinstate those when that is viable and 
possible, but it has not yet been possible to do 
that. That has inevitably resulted in some savings. 

We are providing a range of routes to additional 
support for colleagues, including counselling, 
professional support and other wellbeing activities 
that we have run within the organisation, pending 
the resumption of the health check element of the 
wellbeing support, which is what we are talking 
about here. 

We know that colleagues value the health 
checks that take place; it is simply the case that, 
with our partner, we are unable to deliver them in 
a safe way during the restrictions. We will resume 
those checks as soon as we can, but we have 
made some savings because we do not envisage 
being able to deliver them at this point. We place a 
lot of emphasis on supporting colleagues, and that 
will increase during 2021. 

Jenny Marra: You mentioned blood tests. Does 
that mean that the wellness check is more like a 
medical? 

Diane McGiffen: Part of it is a medical test. 
Colleagues take a range of diagnostic tests, and 
that is the part that has been suspended. Those 
tests have been hugely helpful for us—many 
colleagues have been able to have early diagnosis 
of issues, which has resulted in their being routed 
to effective treatment—but it is not possible to 
conduct them at the moment. 

Jenny Marra: Thank you. 

The Chair: As members have no further 
questions for the witnesses, we will move on to the 
next agenda item. 
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Spring Budget Revision 2020-21 
(International Accounting 

Standard 19: Pension Costs) 

10:58 

The Chair: Agenda item 3 is on Audit 
Scotland’s spring budget revision 2020-21 and 
how it relates to pension costs. Members have a 
copy of the budget revision in their papers, and we 
have the same witnesses that we had for the 
previous agenda item. Without any delay, I invite 
the chair of the board, Alan Alexander, and the 
Auditor General, Stephen Boyle, to make some 
introductory remarks. 

Alan Alexander: As you will know, the issue of 
pension costs is one of those things that come up 
on an annual basis, and we have to deal with it for 
all kinds of legal and financial reasons. I must 
confess that my expertise in this area is limited. I 
am perfectly happy to give good governance to the 
way that it is done by Audit Scotland but, when it 
comes to the detail, I will hand over to Stephen 
Boyle and possibly also to Stuart Dennis, if that 
would be acceptable to the chair. 

The Chair: Absolutely. 

11:00 

Stephen Boyle: I will be very brief. It is always 
worth emphasising that, to some extent, non-cash 
costs are outwith our control, by virtue of Audit 
Scotland’s admission into the local government 
pension scheme, of which the vast majority of 
Audit Scotland’s people are members. 

The spring budget revision request that is before 
the commission is for £3 million—that is, as I say, 
a non-cash item. That figure has come to us from 
the actuaries of the Lothian Pension Fund, which 
is the local government pension scheme of which 
we are members. The increase in costs is derived 
from the change in discount rate, which is one of 
the components that is assessed in the estimation 
of future liabilities. The reduction in the discount 
rate, in essence, increases the liabilities of the 
scheme and our associated share of that cost. 

That is the background. Between us, we are 
happy to answer the commission’s questions. 

Bill Bowman: I have two questions—the first is 
for Stephen Boyle and the second is for Alan 
Alexander. With regard to the Lothian Pension 
Fund, what preliminary discussions has Audit 
Scotland had with the Scottish Government to 
confirm that the previously agreed arrangements 
with Her Majesty’s Treasury remain in place to 
meet the pensions adjustment? 

Stephen Boyle: I will invite Stuart Dennis to 
provide an update on the history of those 
discussions and on the certainty. If I have 
understood correctly, I think that, in essence, the 
funding coming from the annually managed 
expenditure fund—the non-cash element of the 
Scottish budget—allows for such—[Inaudible.]—
movements in circumstances. Stuart Dennis might 
be able to update the commission on the 
discussions. 

Stuart Dennis: Yes, I can provide an update. 
We have early discussions with the Scottish 
Government’s finance directorate about our non-
cash AME funding requirement for the pension 
adjustment. As part of the process, the 
Government’s finance directorate has 
negotiations, which start in November each year, 
with HM Treasury to highlight the requirements in 
Scotland. It is not just Audit Scotland that has 
AME funding requirements; other bodies in the 
public sector in Scotland have them, too. Those 
discussions take place every year. We have 
liaised with the Scottish Government, so it is fully 
aware that our requirement for this year is £3 
million non-cash funding. 

Bill Bowman: Thank you for that answer. 

I have a more general question for Alan 
Alexander. Has the board considered whether a 
local government pension scheme is the 
appropriate pension arrangement for a 21st 
century auditing organisation? 

Alan Alexander: The best way to answer that is 
to say that the audit and remuneration committee 
and the board provide continuous scrutiny of, and 
challenge to, such issues. We have not 
considered that issue specifically—we are under 
no pressure from our staff to consider it—but we 
certainly would not rule out doing so. One has to 
keep the issue under review, but I am bound to 
say that I do not regard changing the arrangement 
as one of the most urgent things for us to do. 
However, the board now has the expertise that 
would allow it to give very good consideration of 
such an issue. The two new independent board 
members have different kinds of experience that 
are directly relevant to that issue. We will keep the 
matter under review and keep the commission 
informed of any changes to our view. 

Bill Bowman: Thank you for that. I presume 
that the new board members will be listening to 
this. 

We talk about non-cash items, of which it is 
quite easy to be slightly dismissive. However, they 
still affect your organisation. I will leave that 
thought with you. 

The Chair: Do members have any other 
questions on that particular point for the 
witnesses? I see that they do not. 
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Budget Proposal 2021-22 

11:05 

The Chair: Agenda item 4 is Audit Scotland’s 
budget proposal for 2021-22. Members have a 
copy of the budget proposal in their papers, and 
we have the same witnesses for this agenda item. 
I invite the Auditor General, Stephen Boyle, and 
then the chair of the board, Alan Alexander, to 
make some introductory remarks. 

Stephen Boyle: My opening statement at the 
start of the meeting largely covered what we 
hoped would be helpful introductory remarks about 
the spring budget revision requests and the 
budget proposal that is before the commission. If 
the commission is content, I am happy to pause at 
this point. Alan Alexander may want to invite any 
questions. 

The Chair: Does Alan Alexander want to add 
anything to that? 

Alan Alexander: I have nothing specific to add 
to my original statement, but perhaps I can follow 
up on what Mr Bowman just asked about, which 
was a specific example. Generally, the 
involvement of the board and the scrutiny and 
challenge of what we come to you with are 
continuous and profound. We consider such 
issues at every board meeting and at the 
committee meetings, so you can be sure that the 
board has been all over something before the 
proposal comes to you. 

Beyond that, I am happy for my colleagues to 
answer questions about specifics. 

The Chair: Thank you very much. In that case, 
we will move straight on to questions. 

In the past, we have had discussions with Audit 
Scotland about issues relating to transferred costs. 
Audit Scotland is seeking a bigger percentage 
increase in the budget approved by the Scottish 
Parliament compared with the 1.9 per cent 
increase in fees that it is seeking from public 
bodies. Does that mean that you are transferring 
to the Scottish Government some of the costs that 
should rightly be paid by the individual public 
bodies? 

Stephen Boyle: I will start on that question; 
Diane McGiffen may then wish to come in on it. 

There is a complexity about the ratio of funding 
that Audit Scotland receives from income relative 
to that from the Scottish Parliament. The 
commission will be familiar with that. You have 
referenced a couple of points. In recent times, that 
ratio has changed by virtue of some of the work 
that we have undertaken that was not 
specifically—[Inaudible.]——referred to the 

national fraud initiative work, which happens on a 
biennial basis. That was in last year’s budget, but 
it will have dropped out of this year’s budget 
proposal because of the timing. There have also 
been changes in the composition of public bodies 
as they have, by virtue of elements of public sector 
reform, moved from a chargeable status to a non-
chargeable status. Examples that I can think of 
include some of the changes that happened 
around Scottish Forestry. That was previously a 
feeable audit, but now it is not. That has changed 
the ratio. 

One of the other big components is the growth 
in the Scottish Parliament’s responsibilities and 
what we have generally referred to as new 
financial powers. Our work has grown in that area. 
That is not a directly feeable activity for a public 
body; there is a contribution for our overall work 
and outputs therein. There is some movement at 
the margins. 

We have not translated the overall increase for 
budget requested that is before you to say that 
that should be a direct proportion that equates to a 
corresponding fee increase to public bodies. We 
are mindful, as I am sure that the commission 
would expect us to be, that our request for 
resource comes at a time when many of those 
public bodies’ budgets are under pressure and 
that should be translated into a fee request that is 
kept in appropriate perspective. 

We have come through a period of many years 
in which there has been a focus on efficiencies 
and, rightly, on our demonstrating that we are 
managing our organisation properly, and that has 
resulted in a significant reduction in our overall 
draw in recent times. 

In this budget request, we are looking to secure 
our ability to do what is necessary for public audit 
in light of the pandemic and the significant growth 
in funds that have come to Scotland, so that we 
can provide the appropriate public assurance for 
the Parliament, the public bodies and the users of 
public services. 

I ask Diane McGiffen whether she wants to 
supplement that by saying something about the 
history of the relative ratio. 

Diane McGiffen: As the Auditor General says, 
much of the work that needs to be done is not 
covered by the chargeable fee regime, so we have 
to request approval through the commission for 
parliamentary funding for some of that work. The 
Auditor General referred to the new financial 
powers work, which enables us to audit the 
additional spending and so on by the Scottish 
Government. As the Auditor General said, there is 
also public sector restructuring, which changes the 
sectoral bodies. We are broadly required to break 
even, and public sector restructuring affects the 
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sectoral dynamics of that. We monitor and analyse 
sectoral fees and funding by sector in the course 
of the year, so we keep a close eye on that. 

The critical thing as we go into the next financial 
year relates to some of the discussion about the 
spring budget revision and our inability to 
withstand shocks to the funding system and 
manage the budget, as we cannot hold reserves. 
Therefore, increasing our management 
contingency is a critical way for us to have some 
certainty that we will be able to respond 
dynamically to the challenges ahead. We review 
and monitor fees and funding by sector in the 
course of the year and we report on that annually. 

The commission can take further assurance 
from the fact that we will not draw down funding 
that we do not need—it will be retained in the 
Scottish block. We are trying to respond to an 
incredibly complex and evolving situation to 
ensure that we deliver the scrutiny of public 
spending, the volume of which has gone up from 
about £40 billion last year to £57 billion this year. 
We need to be able to audit those funds in order to 
provide the Parliament and other stakeholders 
with the analysis of and independent assurance on 
the flow of the pandemic money, as you would 
expect us to do. However, there are many checks 
and balances in the system that the board, the 
audit committee, our auditors and the commission 
can scrutinise in the course of the year. 

The Chair: I hear your arguments, and they all 
make sense but, from a very simplistic point of 
view, the auditable bodies such as councils have 
received additional funding to deal with things 
such as Covid-19, so the dimensions of the audit 
have changed dramatically, but the increased 
charges to them do not seem to be commensurate 
with the additional responsibility and funding that 
is going through those bodies, or with the 
additional work that Audit Scotland will be required 
to do to follow the public pound. How does that 
figure in your calculations? 

Stephen Boyle: You are right that we have not 
taken a linear approach in which we increase 
parliamentary funding and the fee regime on the 
same basis. As you say, the pandemic moneys 
are distributed across public bodies, to central 
Government as well as local government bodies. 
As you know, we are fashioning a forward work 
programme to provide public assurance. We have 
joint responsibilities through the work programme 
that is shared between me and the Accounts 
Commission for Scotland. It is our judgment 
across a range of factors that the pressure on 
public bodies should not translate into an increase 
in the audit fees at that level.  

11:15 

It may be worth sharing with the committee that 
we extended the current five-year appointment 
model for an additional year during 2020 in light of 
the pandemic, as that was clearly not the right 
time to go to the market to procure audit services 
for the next five years. Those services will go out 
to tender in due course and at that point we will 
have the opportunity to look at what that means in 
terms of the price of audit fees, which refers back 
to Ms Mackay’s point about what it means for our 
fee and funding model in the round.  

Our judgment at the moment is that the 
additional request for us to respond appropriately 
as—[Inaudible.]—should not translate into 
significant increase in fees to public bodies. 

The Chair: Your approach is fairly philanthropic 
as far as some of the public bodies are concerned; 
it seems that you are asking the Scottish 
Government to cross-subsidise work that is being 
done in public bodies such as councils. You can 
put all sorts of reasons around that, but that is 
what it looks like, at least in the short term. 

Stephen Boyle: It is definitely a timing thing—
you are right, convener. As we look at our overall 
arrangements for the upcoming tender and the 
longer-term appropriateness of the fee and 
funding model and how that is designed to cope 
with the timing differences that we have covered in 
our big budget review discussion, we need to 
consider whether public audit is sufficiently 
equipped and resourced to respond to the 
pandemic. All those things are in the mix. 

Our recommendation—and request, I 
suppose—is that that does not currently translate 
into what could be significant fee increases for 
public bodies during this year, and we alternatively 
propose that that is wrapped up in the tender and 
the longer-term review of the funding 
arrangements for public audit. 

The Chair: Are you saying that, at the moment, 
it is accepted that there is an element of cross-
subsidy in so far as what you are asking from the 
Scottish Government is to help the additional audit 
that will be needed in some of those public bodies 
but that that will be adjusted in the foreseeable 
future when you review fees and so on for your 
third-party auditors? 

Stephen Boyle: All those points are fair. Our 
request to the consolidated fund through the 
Scottish Parliament for funding is as is set out in 
the budget proposal. The fee arrangements refer 
to a 1.9 per cent increase in audit fees for public 
bodies in 2021-22 as opposed to applying what 
could mean much more significant increases.  

We have sought to strike the right balance in our 
considerations between the request to the 
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consolidated fund as distinct from public bodies, 
but it is also true that this is not an into-the-future 
request; we are aware of the point that you make 
and request that time to capture it through our 
procurement arrangements and longer-term 
reviews. 

Bill Bowman: Auditor General, I will follow on 
from that. We have heard Diane McGiffen’s 
explanation about the need for contingency to help 
with the funding and you have explained that the 
£2.4 million increased contingency, and the extra 
£2.1 million this year, is to save you coming back 
later to ask for a budget revision. However, I am 
having some difficulty in understanding what the 
problem is with having a budget revision, because 
budget revisions have not been hugely 
problematic in the past, and we are not sure about 
that contingency—I am not sure exactly what is in 
that £2.1 million. If we approve this now, you have 
permission to go and spend that and we do not 
really know what it is for, as it is only contingent, 
so can you give us a bit of background on that? 

Stephen Boyle: I will start and then let Diane 
McGiffen complement my remarks. 

Historically, Audit Scotland has operated with 
quite a small contingency—[Inaudible.] It is 
interesting to note that, from the board’s 
conversations, there is a sense that that was too 
small to deal with volatility, even before the 
pandemic. Some of the conversations that we 
have had this morning have illustrated that our 
funding arrangements and the budget mechanism 
that we have do not enable us to deal with 
volatility in the timing of the completion of audit 
work and, importantly, the scale of response to the 
pandemic. 

In the budget proposal for 2021-22, we have 
recognised that by increasing the management 
contingency as the store for how we will respond. 
Part of that relates to timing differences—the lag 
effect that we have touched on already. Issues 
around our ability to recognise income as we 
move through 2021-22 will be absorbed by 
management contingency. It also allows for 
unknowns and variables. As we have said a 
couple of times in the submission, we do not yet 
know what are staff costs will be, as we still have 
to go through negotiations with our trade union 
partners about our pay awards.  

Most fundamentally, through our management 
contingency, we are looking to fashion that 
programme of audit response and deliver public 
assurance in relation to the £8.6 billion of 
additional pandemic money, which is the sum that 
we are currently looking at, as we deliver the 
programme of financial work and supplement it 
with the programme of performance and best-
value activity through our central Government 
work and our local government activity. That is the 

broad structure of where we anticipate that moving 
from what we consider to be a relatively small 
management contingency to a much— 

Bill Bowman: When you talk about the 
response, are you talking about extra staff costs? 
What sort of costs would be involved in that 
response? Going back to the convener’s point, 
should you be recognising a contingent income 
through charging? 

Stephen Boyle: There are two points in there. 
In appendix 1 to our submission, we set out the 
position in relation to expenditure. With regard to 
the detail of the additional costs for our requests, 
there will be additional staff costs. We think that it 
is necessary and right that we look at the skills 
that we will need in order to respond. We have 
gone through a programme of changes and a 
review of our skill mix through the work that we 
have undertaken in relation to the new financial 
powers. Recently, we have recruited for analytical 
skills and have progressed our programme of 
digital auditing activity, and we think that that will 
continue. There will be some additional 
recruitment through our programme of work. 
However, that does not translate into an ability to 
raise additional income through charging in the 
way that you might typically expect in such 
scenarios. The differential is what has led to our 
call, through you, for additional money from the 
consolidated fund. 

Diane McGiffen can talk about what that means 
for our recruitment and staffing arrangements. 

Diane McGiffen: For us and for the 
commission, these are exceptional years and the 
spring budget revision and the budget bid that we 
are making are exceptional budget requests. That 
is because of the level of volatility and change. 
Normally, when we put our budget proposal to 
you, we would have certainty over a greater range 
of things than we have at the moment. We can 
manage some of the complexity that is involved 
only with your help. 

Among the unknown things that we are working 
through is the timing of financial reporting next 
year. That was delayed and deferred this year, 
which has had an impact on our current year’s 
budget, because we cannot recognise income. We 
have to catch up, as we discussed earlier. We will 
recover the income for that work, but not in time 
for the end of the year. Compared with previous 
years, we are late in starting the work and late in 
starting the next audit work, and we do not yet 
know what the extension will be to the audits that 
we will undertake in 2021-22. 

We have to be able to respond to all those 
things. One thing that is certain is that the audit 
work will be required to be done; we just do not 
know for sure just now what the timescales and 
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the specific resourcing implications will be. 
However, we know that we are starting the year 
with a significant effect from home schooling and 
further restrictions on the capacity that we have. 

At this point, we would also normally have a 
very settled work programme for the next financial 
year. In 2020, we paused discussion on the work 
programme to continue to develop it for the 
Auditor General and with the Accounts 
Commission so that we could take stock and see 
what the Covid implications and priorities would 
be. That work has been going well and the 
programme will be launched shortly. 

We have refocused existing work to deliver a 
Covid response. We do not know yet, for example, 
when there will be any resumption, even partially, 
of work from our audit bases or of travel to audit 
locations. We are working carefully to protect and 
deliver the audit and to maintain the safety of 
colleagues. At the moment, we are trying to pull 
that all together in a planning framework in which 
we are facing many, many unknowns. 

Things have happened since we put the budget 
proposals together—for example, we now know 
what the European Union withdrawal arrangement 
is. That was uncertain and unknown when we put 
the proposal in. However, we are still working 
through what the expectations are of our scrutiny 
and our ability to provide commentary on some of 
those things. 

These are very difficult situations to manage 
from within the constraints of the funding and fees 
model that we have. We are looking for your help 
to enable us to respond flexibly to the situations 
that we face, to grow our capacity to withstand any 
further shocks—any further worst-case scenarios 
as the pandemic progresses—and to do that with 
the confidence that we have a strong track record 
of doing our work efficiently and effectively, 
reducing cost when that is possible. 

However, at the moment, we are in a world of 
significant change and, in order to retain our ability 
to deliver, we really need to have a little bit more 
flexibility than we have been able to have in 2020-
21 to respond to some of those things. 

We will be discussing this every month with our 
board, in our reporting to our board and to our 
audit committee, and we would be happy to 
discuss these things further with the commission. I 
think that we all found the business planning 
session that we had very helpful in setting out 
some of those underlying pressures and 
uncertainties for us and I think that the budget 
proposal that you have today is our considered 
and prudent attempt to deliver to the many 
expectations that we have. 

I hope that that is helpful. 

Bill Bowman: Thank you. You seem to be 
saying that there will be some costs that are to do 
with growing your services and doing more and 
there will be some costs that are perhaps linked to 
times when you do not get the value from the 
cost—it is not exactly about inefficiencies, but you 
may not be able to work when you want to work. Is 
the £2.1 million the balancing number that you 
need to get the budget to work, or do you have a 
detailed schedule of what it involves and when it 
might happen? 

Diane McGiffen: We have the key elements 
covered in our thinking. We know that we need to 
recruit and expand the skills that we have. We 
know ranges of figures for some of the elements 
that would make up the budget request that we 
are looking for. We have pitched the budget 
proposal at a midpoint range. 

If you recall, in October last year, when we had 
the business planning session, at that point, we 
said that the best-case scenario for 2020-21 would 
be a shortfall in our income of £1.25 million and 
the worst-case scenario would be £2 million. The 
spring budget revision that we have presented to 
you today is just under £1.5 million. At the 
moment, we are aiming for the mid-point, and the 
objective is, as you would expect, to keep that as 
efficiently managed as possible. 

11:30 

Commission members might recall that, in the 
past, when a significant change was required for 
the development of the best-value audit, although 
that was ultimately paid for and is incorporated 
into local government funding, the initial work to 
develop our response was funded by the Scottish 
Commission for Public Audit and then the costs 
were transferred. 

We have limited options to manage the 
complexity, other than—with your help—through 
the budgeting process. As soon as we understand 
the volume of work that is required in each sector, 
we will be looking to charge each sector, where 
there are chargeable audits under the current 
model, or to have, as the Auditor General said, a 
deeper discussion about whether that model is a 
sustainable way for us to provide the world-class 
public audit that we have been trying to deliver to 
the Parliament and to our stakeholders. We know 
that that is a conversation for the future. 

Those issues are all linked and related. There 
are so many moving parts in trying to respond 
prudently to the demands that are on us. We have 
taken a careful approach to the budget, but not 
everything is pinned down yet. 

Rona Mackay: I am mindful of what you have 
just been saying, and I do not want to belabour the 
point about management contingency, but I will 
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ask that you clarify a couple of points for me. What 
portion of the increase will be allocated to meet 
Covid-related pressures? Given the recent 
developments with vaccines, and the optimism 
that those bring, will that contingency be required 
beyond 2021-22? Table 1 of your budget proposal 
appears to indicate that that is the case. I know 
that it is difficult for you to answer that, but can we 
have an indication of your thoughts? 

Stephen Boyle: I suppose that the short 
answer is that it is difficult to be as precise as we 
would want to be. 

I will answer the second question first. On 
vaccines, we are as optimistic as we can be that 
vaccination will allow us the route to recovery of 
the timeline of our audit work, and to address the 
income lag that we have been discussing. At this 
stage, it seems unlikely that we will be able to 
revert to the typical timescales for the completion 
of our work in the—[Inaudible.] I can probably not 
say anything beyond saying that I hope that 2022-
23 will afford us more opportunity to do so and to 
achieve that recovery. Our planning expectation is 
that there will probably be a period of between 18 
months and two years to recover and revert to the 
timescales. 

On your first question about Covid-related 
pressures and analysis of the £2.4 million, as 
Diane McGiffen has outlined, the volatility with 
which we are dealing and the extent of the moving 
parts make it difficult for us to be as precise as we 
would want to be. 

For reference, I note that for the current financial 
year we requested £1.5 million of spring budget 
revision to support the financial position. That feels 
like an appropriate indication of what the 
component will be in 2021-22, with regard to the 
time lag. 

Other elements of the management contingency 
will be to ensure that we have the appropriate 
Covid response, and that our programme of work 
reflects our plans to deliver, through a programme 
of tailored and flexible public reporting, public 
assurance on the additional £8.6 billion of 
consequentials and how well that money has been 
spent. 

Additional elements of the contingency will be 
those that we would typically allow for during the 
course of a year, including those that we do not 
know about yet. We have mentioned the cost of 
bringing in specialist skills over the course of the 
year. I hope that that gives sufficient flavour. 

In light of the volatility of the situation, and to 
follow up on the point that Mr Bowman made 
earlier, we think that it is appropriate for us to 
report to the commission regularly on our financial 
position. In the commission’s June meeting on our 
annual report and accounts, we will welcome the 

opportunity to update the commission on the 
progress of our work and to say more about how 
we have progressed. I reiterate the offer that, if we 
do not need the flexibility that we have requested, 
we will make appropriate arrangements to return 
what is not needed through budget revisions 
during coming year. 

Rona Mackay: I have a couple of other matters 
on which I seek clarification. I apologise if I missed 
this in an earlier answer. Will the £1.5 million be 
used to increase staffing? Paragraph 28 of the 
budget proposal says that you will increase 
staffing by 4.5 posts. 

Stephen Boyle: Yes, we have plans to recruit 
people with additional skills during the course of 
the year. We look carefully at our skills mix. Even 
without the pandemic, we would always want to 
ensure, through our workforce planning 
arrangements, that we have the right skills and 
talent in the organisation. That is in keeping with 
our aspirations to be a world-class public audit 
body. 

In particular, we have made significant progress 
on our approach to digital auditing. As 
developments in the auditing profession have 
evolved, use of digital auditing techniques has 
increased significantly. It is key to our work that we 
are equipped appropriately, which we can ensure 
is the case by recruiting people with the 
appropriate skills, and by training colleagues. That 
is all part of our workforce planning. There will be 
recruitment as we move forward during 2021-22. 

Rona Mackay: Forgive me for pressing you, but 
will that be paid for out of the management 
contingency of £1.5 million? Is that where the 
staffing costs will come from? 

Stephen Boyle: Yes, we will use elements of 
the management contingency to pay for aspects of 
growth in our staffing complement. 

Rona Mackay: You probably cannot provide 
more detail on what you describe in paragraph 48 
as “other unexpected financial events”, but do you 
think that that will include any on-going costs of 
Brexit? I understand that although such costs 
would not be unexpected, you are not yet in a 
position to forecast them. Would costs associated 
with Brexit come into that category? 

Stephen Boyle: Absolutely. That is an 
appropriate example of the volatility that will come 
our way. There will be investigations and other 
unplanned pieces of work that items of 
correspondence from parliamentarians and 
members of the public will lead us to undertake. It 
is part of our roles and responsibilities that we 
cannot necessarily forecast entirely where our 
work will take us. 
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Jenny Marra: In paragraph 10 of its budget 
proposal, Audit Scotland states that it will 

“hold the increase in our management contingency, 
allocating it transparently as we invest in skills and capacity 
throughout the year.” 

Will you explain the process that you propose to 
use to identify priorities for funding from the 
management contingency? How will it be done 
transparently? 

Stephen Boyle: I will start, then I will invite 
Professor Alexander to say a bit more about how 
that will work in governance terms. 

As you will know, particularly through the work 
of the Public Audit and Post-legislative Scrutiny 
Committee, we paused our forward work 
programme and are now moving towards 
completion of the consultation forward work 
programme, which we will translate into a detailed 
programme of work. That will set out—on my 
behalf, as Auditor General, and on behalf of the 
Accounts Commission—the proposed plan of 
audits. There will be a degree of flexibility in that 
and what it means for allocation of staff resources 
in terms of existing colleagues and planned 
growth. 

I engage with the Accounts Commission and the 
management team of our board, which sets out 
the planned allocation allowance for delivery of 
audit work. The process is undoubtedly iterative, 
but we need to be sure that we have the right level 
of governance and understanding of it. I invite 
Alan Alexander to talk from his experience of 
chairing the board about visibility and the 
important point about transparency. 

Alan Alexander: Let me frame my answer by 
saying that one of the things that we have done in 
the past year, at least in the period since I became 
chair of the board, is to ask ourselves whether we 
are giving enough challenge, support and scrutiny 
to what the senior management of Audit Scotland 
proposes. I am certainly satisfied that detailed 
scrutiny of the proposed new expenditure by the 
remuneration committee and, in particular, by the 
audit committee is very strong, to the point at 
which the board can examine other issues by 
exception, or at the request of the audit 
committee. Whatever our budget settlement is, I 
have no doubt that our scrutiny and governance of 
it will be very strong indeed. 

My position is that we should make an 
absolutely clear distinction between management 
and governance. On my screen at the moment, 
Stephen Boyle is labelled Auditor General for 
Scotland, but he is actually here as the 
accountable officer for Audit Scotland. His 
capacity to do that job in a way that will satisfy the 
commission and the public interest is enhanced by 
the amount of scrutiny and, sometimes, pressure 

that we put on the senior staff at all our 
committees’ meetings and the board. 

Let me mention one more thing that I have done 
on that, knowing that things were changing in 
ways that we could not anticipate. It was clear to 
me that our usual practice at Audit Scotland of 
having, as it were, a summer gap between board 
meetings would not give us the level of assurance 
that the board requires about what was being 
done. That is something that I will do, should it be 
necessary, although I am satisfied at the moment 
that the programme of meetings that we have 
allows us adequate and, I think, sometimes quite 
pointed scrutiny of what the senior management of 
Audit Scotland does. 

I hope that that is helpful, chair and members, 
but I would be happy to enlarge on anything that 
you would like to push me on. 

Jenny Marra: That was very helpful, Alan. 
Thank you. I will move on to my next question. 

You have explained that Audit Scotland’s 
budget proposal will deliver independent evidence-
based public reporting on how well public money 
is being used to rebuild the economy, repair 
damage to communities, 

“reduce inequalities and create a fairer, more just society”, 

and on how well public bodies demonstrate good 
governance. That has, as you know, been of 
concern to the Public Audit and Post-legislative 
Scrutiny Committee, in relation to transparency, 
financial management, fraud prevention and long-
term planning. 

How will the Audit Scotland board assess 
whether audit work has delivered evidence-based 
public reporting on how effectively public money is 
being used to reduce inequalities and to create a 
fairer and more just society? Such things can be 
quite hard to measure. I know about Alan 
Alexander and the Auditor General’s commitment 
to that, but what is your thinking on how you will 
measure that? 

Alan Alexander: I will come in first, then hand 
over to Stephen Boyle. 

It seems to me that it is key that our audit 
committee and board are sure that we have in 
place ways of gathering and assessing the 
evidence to which Jenny Marra refers. Primarily, 
the audit committee will do that by examining the 
various reports on the quality of our audit 
activities, which are validated—sometimes 
internally and sometimes externally. 

11:45 

Following that, the reports that go to the board 
on our expenditure profile and strategic activities 
give us the opportunity to address holes that we 
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see there. I do not for a moment underestimate 
how difficult that is, because there is a sense in 
which the issues that Jenny Marra has mentioned 
are not simply quantitative—in the sense of their 
being quantitatively auditable—but are qualitative. 
When we get to the point of looking at the kind of 
inequalities that I referred to in my opening 
statement, we need to be able to think about that, 
too. I am satisfied that we have in place the basis 
for doing that well. 

If we need to elaborate on that and to put in 
place a greater level of scrutiny, particularly 
through the audit committee, we will do that. 
However, I am satisfied that the building blocks 
are in place and that we will be able to provide the 
kind of evidence that that committee has been 
looking for, and will continue to look for in the 
future. 

Jenny Marra: Maybe this is an issue for the 
Auditor General to expand on. Will the 
measurements and metrics be understandable to 
the public? Your work has to be measurable and 
digestible by the public. 

Stephen Boyle: I could not agree more. A key 
measure of us as an organisation is that our work 
is accessible and understood by users of public 
services. It is central to how we will deliver our 
work. I will emphasise two points about how we do 
that through our arrangements in Audit Scotland. 

As Alan Alexander mentioned, we have fairly 
well-established governance arrangements for 
reporting. We have a well-developed set of 
corporate performance frameworks, through which 
we translate our programme of work into monthly 
reporting and measurement—not just of whether 
we are delivering what we said we would deliver, 
but of whether we are doing it well. We look to 
validate that through our quality framework, which 
sets out and measures the results of the quality 
assessment that we undertake internally and 
through arrangements that we have with the 
Institute of Chartered Accountants of Scotland, 
which assesses whether we have done our work 
properly. 

We think that our quality framework is a real 
strength, in that it does not confine itself just to the 
financial audit work but looks at performance audit 
work and our best value audit activity. It is really 
important for me, not just as the accountable 
officer but as a recipient of the audit work, that I 
am assured that our audit committee, our board 
and the public are assured that that is clear and 
transparent. We set out the results of how the 
arrangements work through our annual quality 
reports, including the spread of what we had 
planned to do, what we delivered and aspects of 
validation of that. 

To round off, I note that there are always ways 
in which we can improve and, as we take our work 
forward in a subsequent year, in which we can 
make sure that we capture all the findings from 
that work and the feedback that we get. 

Jenny Marra: Thank you. 

Bill Bowman: I have a couple of questions on 
the firms that Audit Scotland appoints to do audits. 
In paragraph 21 of your submission, you list the 
pressures that arise from various factors such as 
the loss of time due to Covid-19 restrictions, the 
time that it takes to complete audits and the 
increased risk of fraud and changes to audit 
demands because of the creation of new bodies. 
However, Audit Scotland says in paragraph 35 
that it will 

“continue to benefit from savings generated from audit 
procurement” 

and in paragraph 52 that it expects that payments 
to appointed audit firms will 

“increase in line with the remuneration increases applied to 
our own staff”. 

Given the pressures experienced by in-house 
teams while working during the pandemic, on what 
basis has Audit Scotland determined for the 
purposes of the budget proposal that the future 
cost of audit that is undertaken by firms will 
continue at current levels, with the discounts 
applied? How have you worked with appointed 
auditors to ensure that they can deliver the 
contracted work efficiently and to the same high 
standard during the pandemic? 

Stephen Boyle: I am happy to start on that, and 
Diane McGiffen might wish to supplement aspects 
of my answer. 

It is true that the pandemic has affected 
appointed auditors, whether they work for Audit 
Scotland or through our partner arrangements. 
[Inaudible.]—the same way in the delivery of the 
audit in the public bodies. Productivity has been 
affected for those who work for a firm or for Audit 
Scotland. Our spring budget revision request 
reflects that fact. [Inaudible.]—of recognition of 
income is generally the same picture for firms—
[Inaudible.] 

Mr Bowman mentions our continuing to benefit 
from efficiencies in the previous procurement 
process with firms. Audit Scotland and public audit 
in the round benefited from the discounts that 
firms offered us in previous years. We do not yet 
know what that will mean for the future 
procurement round. There is undoubtedly volatility 
in the audit profession. The commission will be 
familiar with the fact that there have been at least 
three reviews of the profession in the round, 
typically as a result of failures in the audit market 
and failures in the audit profession in high-profile 
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corporate organisations. The volatility that we are 
experiencing probably was not the case four or 
five years ago. Until we go through the 
procurement exercise, we will not know what it will 
mean for the cost of audit in the subsequent five-
year period. As ever, we will continue to keep the 
commission updated as we move through the 
process. 

Bill Bowman: You come to us for additional 
funds. Have you passed some on to the appointed 
auditors, who are suffering the same issues as 
you are? 

Stephen Boyle: We are in the process of 
discussion for the 2020-21 financial year. There 
are arrangements that allow for that level of 
volatility, and we have captured elements of that in 
the spring budget request. There will be more 
volatility—[Inaudible.]—yet predict, particularly for 
2021-22. We typically allow for an annual increase 
in the audit fees that we pay to the firms, which 
equates to the average cost of the increase for 
Audit Scotland staff pay arrangements. That is an 
established arrangement that flows through to the 
firms. 

Communication with the firms that we appoint is 
a central part of our work, and it has increased 
during the pandemic. Professor Alexander 
mentioned that we have increased our governance 
arrangements. Similarly, we have increased our 
communication with our firms, to track the 
expected level of completion and work in progress 
for our financial position; to have that intelligence 
about how public bodies are performing and the 
audit implications of that; and to consider the 
learning. We have given real thought and 
consideration to what that has meant for audit 
reporting and audit opinions during this 
unprecedented period. All those channels have 
remained and have been enhanced during the 
pandemic. 

Bill Bowman: Were you going to ask someone 
else to comment? I cannot remember. 

Stephen Boyle: Yes. I ask Diane McGiffen 
whether she wishes to add anything on the points 
that you have raised. 

Diane McGiffen: For the 2021-22 budget 
proposal, we know that we will continue to benefit 
from the savings from the procurement round 
because of the extension of audit appointments, 
which we discussed earlier. There are some things 
that are certain, and that is one of them. 

When we talk about the completion of audits to 
the end of December and the terrific job that 
auditors have done, we are including in that the 
work that has been done by firms. There is very 
much a partnership. We work with a range of firms 
that are very committed to public audit. We have 
worked with them throughout the past year, and 

we will continue to do so to ensure that they 
deliver high-quality audit. We have quarterly 
meetings with the partners of the firms, we have 
sector meetings for auditors who audit in different 
sectors, and we maintain close contacts with all of 
them. 

All our professional support and advice in the 
course of this year and all our professional support 
and advice that we anticipate in the year to come 
will have involved many professional and technical 
questions for auditors. We share our thoughts and 
advice and our professional and technical 
knowledge with all auditors in Audit Scotland and 
the firms, and we treat everyone fairly. 

The mechanism for uprating audit fees during 
the appointment period is clear and set. If any 
level of uprating is applied to Audit Scotland 
colleagues, exactly the same is applied to the 
remuneration of the firms. As the Auditor General 
has said, there is a separate mechanism that 
enables auditors to discuss additional audit work if 
additional audit work is needed. 

We are in the process of taking stock of the 
additional costs for everybody. Members will 
understand that that is very much a real-time 
issue, because the end of December was a 
significant milestone in the completion of many of 
our audits. There has been great progress in 
completing the audits, and we are now digesting 
the additional—[Inaudible.]—and we will deal with 
that transparently and fairly. 

Key for us is ensuring that, as we move ahead 
to the next procurement exercise, there is a 
market, there are firms that are interested, and we 
are able to sustain a mixed model of appointments 
if that is what our stakeholders are looking for us 
to do. In the course of the year, we have 
conducted market engagement exercises with a 
range of firms even though we had extended the 
audit appointments, to ensure that we are doing 
our bit to stay at a healthy level of firms’ 
engagement and interest in public audit work. 

We commend the firms that we work with for 
their commitment—[Inaudible.]—including audit, in 
the past year. We have worked very closely to do 
that. It has been equally difficult for everyone, and 
we have kept up a really effective dialogue to 
ensure that we all learned from each other during 
that time. 

The quality of all the work of Audit Scotland and 
the firms is assessed and reported on in our 
annual quality of public audit in Scotland report. 
That includes looking at the internal reviews of 
providers and of us in relation to audit quality. It is 
significant that that also includes an independent 
external ICAS review of Audit Scotland’s work and 
firms’ work, which is pretty comprehensive. We 
report on that annually. 
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There is a whole range of mechanisms and 
assurances. We totally acknowledge that it has 
been a tough year for everyone. 

The Chair: I have one or two final questions to 
cover issues that have not been touched on yet. 
My first question is a very simple one. In appendix 
1, Audit Scotland forecasts that legal and 
professional fees will decrease by approximately 
half a million pounds. That is quite a big decrease. 
What has brought about those cost savings? My 
experience of legal and professional fees is that 
they tend to go up. 

Stephen Boyle: There is inevitably some 
volatility in legal and professional fees. In part, we 
have dealt with that volatility through allowing for it 
through management contingency. That has been 
one of the variables that has been covered. 

The Chair: What about the half a million 
pounds? 

Stephen Boyle: I was going to come on to that 
by asking Stuart Dennis to set out the detail of 
what that money has been spent on. 

Stuart Dennis: On the half a million pounds, we 
have £300,000 under the management 
contingency heading in the 2020-21 budget. For 
2021-22, that is moving up into people costs, as 
we feel that that is more appropriate. 

The balance of £220,000 relates to the national 
fraud initiative in Scotland. As you probably know, 
that work takes place every two years. We had 
NFI costs in 2020-21, we will not pay them in 
2021-22 and we will get them again in 2022-23. 

12:00 

The Chair: The next question is probably for 
Stephen Boyle. We have been looking at some of 
the savings that are being achieved and offset 
against Audit Scotland’s requirements. It seems to 
me that most the savings are non-recurring, short-
term savings that relate to the current situation, 
whereas some of the costs will be permanent, 
because of increased work and all the rest of it. 
Has that been factored in? Will that be an issue 
further down the line, as the current cost savings 
end? 

Stephen Boyle: It is perhaps difficult for me to 
be as definitive as I would want to be, because of 
the volatility that we are experiencing and how that 
will flow through into 2021-22 and beyond. 

We set out in our submission our indicative 
budget requests for subsequent years. Clearly, 
those will be subject to regular review and 
revision, as what our cost base looks like becomes 
clear. 

You are right that there are specific examples of 
where our costs have decreased. Those that are 

touched on in the submission include travel and 
subsistence and printing. In addition, we have 
already mentioned that we are keen to review our 
office estate. 

Travel and subsistence costs have decreased 
for the obvious reason that we have all been 
working from home, so we have not encountered 
the level of costs that we would typically have had 
in the pre-lockdown environment. Previously, we 
would go to the premises of public bodies for 
prolonged periods to conduct an audit. We do not 
know whether that will be a feature of how we 
deliver audits in the future. Our expectation is that 
it will be something of a hybrid—we will use our 
offices, and we will use our ability to work from 
home, which we have demonstrated that we can 
do to the right standards. 

We think that there will be a reduction in costs—
[Inaudible.]. However, we are not yet able to 
predict with the certainty that we would want what 
that means for some elements. I think that that 
captures the volatility and the need for us to report 
regularly and transparently on what that means for 
the future. 

On your final question— 

The Chair: Sorry—can I just pick you up on 
what you said about how working from home 
seems to be going fine? In paragraph 29 of the 
spring budget revision proposal, you comment on  

“assessments on the impact of productivity and time lost 
due to the pandemic”. 

I presume that “impact on productivity” means that 
there is an issue with people working from home 
not getting through the same volume of work 
because it is physically quite difficult to do so. 

In the same paragraph, you mention that you 
should have completed 8,000 days of audit work 
by 31 March 2021—presumably, that is 
preparatory work for the audits to come—but that 
you have achieved only half that figure. That is a 
big marker for the future. 

Stephen Boyle: In many ways, all those things 
are true. It is true that productivity went down 
during 2020, but that might not necessarily be 
indicative of what productivity will be like in the 
future. None of us had prepared to deliver our 
audit work from our homes, and our audited 
bodies had not prepared to support such working. 
As we move into 2021, we might see increases in 
productivity as we capture the learning from 
working from home and deploy some of the digital 
audit techniques. 

All these things feel as though they are moving 
parts at the moment. We experienced a dip in 
productivity last year as we moved rapidly to 
working from home, but we are now using that 
learning and applying it to what that means for 
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working successfully and increasing productivity, 
without necessarily assuming that we will return to 
a fully office-based environment, with everyone in 
the office at all times, as had been the case. We 
will undoubtedly review that work and reflect on 
what it means for our financial position in future. 

You made a specific point about how we are not 
as far forward as we should have been with the 
work that we should have undertaken by this stage 
because of that reduction in productivity. Perhaps 
the most illustrative example of what that has 
meant for our financial position is the time lag that 
trips into 2021-22 in terms of the completion of 
work and recognition of—[Inaudible.]. 

The Chair: I want to pick up on one or two of 
the things that you have just said. I refer to the 
budget proposal document. Table 1 shows that 
people costs have gone up to reflect additional 
staff, but administrative costs do not seem to 
follow that. Capital costs are up in next year’s 
proposed budget, but they then drop back to the 
previous level. In paragraph 58, you talk about  

“new recruits being equipped to work safely and effectively 
from home”. 

That all implies expenditure that I do not see in 
parts of the budget. 

Stephen Boyle: On the point about equipping 
colleagues so that they can work from home, we 
have incurred expenditure that we did not plan to 
incur. As we have said once or twice, we have 
emphasised the importance of people’s wellbeing 
and health and safety in the home environment. 
There was undoubtedly expenditure during the 
current financial year on equipping colleagues to 
work as successfully as possible from home. We 
recognise that not everybody’s home environment 
is set up so that they can deliver work 
successfully. We have to accommodate the space 
within people’s homes, and their caring 
responsibilities. We have therefore spent money 
that we had not planned to spend on buying 
additional information technology hardware and 
office equipment to allow people to work from 
home in the best way possible. 

After the initial spike in requests, that 
expenditure has tailed off over time, as we might 
expect, as people’s environments have stabilised. 
That is all the more reason for us to think carefully 
about what all this means for future ways of 
working in the office environment and in the home 
environment, and the expectation is that the model 
will likely be a hybrid. 

We have kept up a regular dialogue about 
whether people prefer entirely working from home 
or entirely working from the office. We are also 
beginning to have that conversation with our 
audited bodies. We know that we can successfully 
deliver remote audit work, and we are beginning to 

evaluate audited bodies’ experience of having a 
remote audit so that we can decide how to 
accommodate their preferences for having a 
physical team on site with a safe set-up. What that 
means for the cost of audit will come somewhere 
down the line, but that is all part of our thinking 
about what that means for our spend, including 
forecast spend. 

The Chair: I have one final point, which is really 
a request. When we talked about staff earlier, we 
discussed attitude surveys and gathering 
information about the academic qualifications of 
trainees and recruits. Will you be able to supply us 
with that information in future? The commission 
has always found that of interest. 

Stephen Boyle: Of course—I would be 
delighted to do that. As the commission will know, 
we conduct an annual survey of our colleagues’ 
wellbeing and their perceptions of what it is like to 
work for Audit Scotland. We delayed the survey 
because of work pressures and the pandemic. It 
would typically have been done during late 
autumn, but we will do it this month at the latest 
and share the results with the commission. 

I have one final point. We have kept in regular 
contact with people through fortnightly pulse 
surveys to make sure that we understand people’s 
views and experiences. That gives us really rich 
intelligence and allows us to make some changes 
in relation to individuals—[Inaudible.]—and so 
forth, and it is a model that we look to continue to 
make sure that we are communicating well and 
effectively with our people. We would be delighted 
to share the details of the survey results and the 
qualifications of our people. 

The Chair: As no members have any final 
questions that they would like to ask, that 
concludes our evidence session and the public 
part of today’s meeting. I thank all our witnesses 
for their evidence. 

I will allow five minutes for a comfort break 
before we resume in private session to consider 
the evidence that we have heard.  

12:10 

Meeting continued in private until 12:35. 
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