
AUDIT COMMITTEE

AGENDA

17th Meeting, 2002 (Session 1)

Tuesday 10th December 2002

The Committee will meet at 2.00 pm in Committee Room 3 to consider the following
agenda items:

1. Items in private: The Committee will decide whether to take agenda items 5
and 6 in private.

2. Overview of the 2001/02 Water Authority Audits: The Committee will
receive a briefing from the Auditor General for Scotland on his report entitled
‘Overview of the 2001/02 Water Authority Audits’ (AGS/2002/7).

3. Dealing with Offending by Young People: The Committee will receive a
briefing from the Auditor General for Scotland on his report entitled ‘Dealing
with Offending by Young People’ (AGS/2002/8).

4. Conference of the Australasian Council of Public Accounts Committees:
The Committee will consider a proposed submission to the Conveners’
Liaison Group on an invitation to the Convener to attend the Conference of
the Australasian Council of Public Accounts Committees.

5. Overview of the 2001/02 Water Authority Audits: The Committee will
consider arrangements for a possible inquiry into the report by the Auditor
General for Scotland entitled ‘Overview of the 2001/02 Water Authority Audits’
(AGS/2002/7).

6. Committee work programme: The Committee will consider its work
programme for the period up to the dissolution of the Parliament in March
2003 for the forthcoming General Election.

Shelagh McKinlay
Clerk to the Audit Committee

Room 2.1, Committee Chambers
Ext. 0131 348 5390

Email: shelagh.mckinlay@scottish.parliament.uk
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AUDIT COMMITTEE MEETING 10 DECEMBER 2002

Report by the Auditor General for Scotland: ‘Overview of the 2001/02 Water
Authority Audits’ (AGS/2002/7)

The water industry is essential to households and businesses across Scotland. It is

vital to health and the quality of life and is a sufficiently large sector to have an

influence on the Scottish economy. Up until 31 March 2002, water services were

provided by three authorities based on geographic areas covering the East, North

and West of Scotland respectively. The three authorities merged to form Scottish

Water on 1 April 2002. The report draws from information from the audits of the

three water authorities for the 2001/02 financial year. It highlights issues reported by

the external auditors and matters arising from those audits that may require action

on the part of Scottish Water.

The report states that financial control was maintained in the period leading up to the

creation of Scottish Water, financial targets were achieved and the audits were

completed on time. It also highlights the need for Scottish Water to ensure that

sound governance arrangements are established and that financial and

management systems inherited from the three previous water authorities are brought

together in a controlled and cost-effective way.

Two particular financial issues are highlighted. Firstly, the accounts of the three

authorities disclosed exceptional costs in the two years up to March 2002 totalling

£86.6 million, which they attribute to reorganisation. This relates mainly to

expenditure under voluntary severance schemes which were set up to reduce costs

to meet efficiency targets and in preparation for the creation of Scottish Water. The

other particular financial matter concerns the net level of debt across the three

authorities which increased from £79 million at the end of 2000/01 to £95 million in

2001/02. This underlines the fact that the non-payment of water and sewerage

charges is a significant issue in Scotland and warrants early attention by Scottish

Water.

This report is the first of its kind on water and will provide the basis for future audit

work. The Auditor General intends reporting back to Parliament on the progress

achieved by Scottish Water.
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AUDIT COMMITTEE MEETING  10 DECEMBER 2002

Report by the Auditor General for Scotland: ‘Dealing with Offending by
Young People’ (AGS/2002/8)

This report, on behalf of the Auditor General and the Accounts Commission,
fulfils the commitment made in the baseline report Youth Justice in Scotland
(June 2001) to carry out a performance audit to review the extent to which
services for young offenders meet accepted good practice and make
recommendations as to how these services may be improved.

We have produced a main report (90 pages); a summary report (40 pages);
and a 4 page executive summary (which is reproduced at the beginning of the
main report).

This report examines how young offenders, up to the age of 21, are dealt with
in Scotland through the Children’s Hearings System (CHS) and the adult
Criminal Justice System (CJS). Approx £240m from 10 different budget
sources is spent on these systems dealing with more than 47,000 cases per
year.

The report looks at the processes for reaching decisions about offending by
young people, what those decisions are, and what services are provided to try
to stop further offending. The report considers the effectiveness and efficiency
with which human and financial resources are used in the CHS and CJS.

The study did not look at activities to prevent crime occurring or at services for
young people who have not yet offended but who are at risk of doing so.

The report makes 38 recommendations to the Scottish Executive (SE) and to
other national and local agencies. These identify action to improve services.
The principal areas covered are:

• Information and data about offending and services
• Time taken to reach decisions
• service standards;
• quality of decision making;
• quality and quantity of services
• targeting of expenditure;
• staffing capacity;
• and multi agency teamwork

Audit Scotland will monitor progress in implementing the required changes on
behalf of the Auditor General and the Accounts Commission.

There will be two follow up stages.

The first will involve local audit work in 2003 to establish current performance
across the whole country in a number of critical risk areas identified in the
main study, namely
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• time to produce police reports for the Reporter
• time to produce social work reports for Children’s Hearings
• unallocated cases of children on supervision
• care plans for children on supervision and young adults on probation
• police warnings
• multi agency youth justice teams

A national report on this study will be published in summer 2003.

The second stage of follow-up work will assess progress in implementing the
38 recommendations in Dealing with offending by young people and will take
place in two to three years.
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AUDIT COMMITTEE

Subject: Australasian Council of Public Accounts Committees  

Meeting No: 17th Meeting

Meeting Date: 10 December 2002

Author: Note by the Clerk

Background

An invitation has been extended to the Convener of the Audit Committee from the
Chairman of the Public Accounts Committee of the Victoria State Parliament , Mr
Peter Loney MP, to attend the 7th Biennial Conference of the Australasian Council of
Public Accounts Committees in Melbourne, Australia, from 2nd February – 5th
February 2003. An outline of the conference programme is shown below.

Conference Programme

The programme for the event includes a number of items of interest to the Audit
Committee.  These include consideration of issues such as ‘the relationship between
public accountability and governance’ and ‘public governance and the role of public
accounts/audit committees’.

Other topics of interest for the Committee include ‘the role of PAC’s in developing an
ethical culture in public services’ and ‘the developing relationship between PAC’s,
Officers of Parliament and Auditor’s General’.

Further Information

Should the Committee agree then the attached paper would go to the Conveners’
Liaison Group for approval.  We have been informed that there are sufficient funds in
the Committee Office budget for a trip of this nature. We have also been advised that
similar trips by the Enterprise and Lifelong Learning Committee and the Subordinate
Legislation Committee have proved very valuable in developing relations with other
parliamentary bodies, as well as informing the Committees of major developments in
their field.

Shelagh McKinlay
5 December 2002
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REQUEST BY AUDIT COMMITTEE FOR APPROVAL FOR THE CONVENER AND
CLERK TO ATTEND THE 7TH BIENNIAL CONFERENCE OF THE
AUSTRALASIAN COUNCIL OF PUBLIC ACCOUNTS COMMITTEES

Nature of request

The Audit Committee asks the Conveners’ Liaison Group to endorse its request for
the Convener of the Committee and the Clerk to attend the 7th Biennial Conference
of the Australasian Council of Public Accounts Committees, on behalf of the Audit
Committee.

Number of Participants

Convener 1

Clerk 1

Total 2

Justification

Over the past 12 months the Audit Committee, through the Convener, has
established strong initial contacts with its fellow Committees in the UK Parliament,
the National Assembly for Wales and the Northern Ireland Assembly. This
conference would allow the Committee to widen the scope of its contacts with
counterpart Committees internationally.  Attendance at the conference would enable
the Committee to compare and informally benchmark the procedures and practices
of the Audit Committee with other Audit Committees worldwide.

In addition University College London is currently undertaking an external research
study into the working practices of various Audit/PAC Committees around the world
on behalf of the Audit Committee. (As part of this research, Audit/Public Accounts
Committees in both Australia and New Zealand are being examined.) The research
project is currently scheduled for completion at the end of January.  Accordingly it is
hoped that results from the research could be available for discussion with
counterpart Committees at the conference.

The nature and timing of this conference is, therefore, appropriate as it allows the
Audit Committee to participate in a forum on the development of various forms of
public audit. The Committee is of the opinion that this conference provides an
opportunity to continue the Committee’s policy of establishing good relations and
sharing best practice with similar Committees, both in the UK and abroad.

Cost
A maximum costing is set out below based on the Convener and a Clerk travelling
on Thursday 30 January 2003 and staying in Melbourne for 5 nights.

The Conveners’ Liaison Group is therefore asked to endorse the request of the
Audit Committee for a Member and the Clerk to attend the 7th Biennial
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Conference of the Australasian Council of Public Accounts Committees, and to
approve in principle the costing as attached.

COSTING OF PROPOSED CONFERENCE

The costs to be met out of the committee travel and expenses budget, and
Committee Office budget are:

                                £

Accommodation 2 @ £75 x 5 night =   750

  750

Travel Edinburgh to London return – 2 x £ 90 =     180
London to Melbourne return – 2 x £2500 = 5000

                  5180

Conference Fees 2 x £125   250

  250

Total                             6180

Budgetary Information

Costs to Audit Committee budget (Cost Centre P11110):

Committee Travel (SP414030) 5180
Committee Expenses (SP414035) 750

Costs to other budgets:

Conference Fees (SP 416280) 250
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Report by the Auditor General for Scotland: ‘Overview of the 2001/02 Water
Authority Audits’ (AGS/2002/7)

The water industry is essential to households and businesses across Scotland. It is

vital to health and the quality of life and is a sufficiently large sector to have an

influence on the Scottish economy. Up until 31 March 2002, water services were

provided by three authorities based on geographic areas covering the East, North

and West of Scotland respectively. The three authorities merged to form Scottish

Water on 1 April 2002. The report draws from information from the audits of the

three water authorities for the 2001/02 financial year. It highlights issues reported by

the external auditors and matters arising from those audits that may require action

on the part of Scottish Water.

The report states that financial control was maintained in the period leading up to the

creation of Scottish Water, financial targets were achieved and the audits were

completed on time. It also highlights the need for Scottish Water to ensure that

sound governance arrangements are established and that financial and

management systems inherited from the three previous water authorities are brought

together in a controlled and cost-effective way.

Two particular financial issues are highlighted. Firstly, the accounts of the three

authorities disclosed exceptional costs in the two years up to March 2002 totalling

£86.6 million, which they attribute to reorganisation. This relates mainly to

expenditure under voluntary severance schemes which were set up to reduce costs

to meet efficiency targets and in preparation for the creation of Scottish Water. The

other particular financial matter concerns the net level of debt across the three

authorities which increased from £79 million at the end of 2000/01 to £95 million in

2001/02. This underlines the fact that the non-payment of water and sewerage

charges is a significant issue in Scotland and warrants early attention by Scottish

Water.

This report is the first of its kind on water and will provide the basis for future audit

work. The Auditor General intends reporting back to Parliament on the progress

achieved by Scottish Water.
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AUDIT COMMITTEE MEETING  10 DECEMBER 2002

Report by the Auditor General for Scotland: ‘Dealing with Offending by
Young People’ (AGS/2002/8)

This report, on behalf of the Auditor General and the Accounts Commission,
fulfils the commitment made in the baseline report Youth Justice in Scotland
(June 2001) to carry out a performance audit to review the extent to which
services for young offenders meet accepted good practice and make
recommendations as to how these services may be improved.

We have produced a main report (90 pages); a summary report (40 pages);
and a 4 page executive summary (which is reproduced at the beginning of the
main report).

This report examines how young offenders, up to the age of 21, are dealt with
in Scotland through the Children’s Hearings System (CHS) and the adult
Criminal Justice System (CJS). Approx £240m from 10 different budget
sources is spent on these systems dealing with more than 47,000 cases per
year.

The report looks at the processes for reaching decisions about offending by
young people, what those decisions are, and what services are provided to try
to stop further offending. The report considers the effectiveness and efficiency
with which human and financial resources are used in the CHS and CJS.

The study did not look at activities to prevent crime occurring or at services for
young people who have not yet offended but who are at risk of doing so.

The report makes 38 recommendations to the Scottish Executive (SE) and to
other national and local agencies. These identify action to improve services.
The principal areas covered are:

• Information and data about offending and services
• Time taken to reach decisions
• service standards;
• quality of decision making;
• quality and quantity of services
• targeting of expenditure;
• staffing capacity;
• and multi agency teamwork

Audit Scotland will monitor progress in implementing the required changes on
behalf of the Auditor General and the Accounts Commission.

There will be two follow up stages.

The first will involve local audit work in 2003 to establish current performance
across the whole country in a number of critical risk areas identified in the
main study, namely
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• time to produce police reports for the Reporter
• time to produce social work reports for Children’s Hearings
• unallocated cases of children on supervision
• care plans for children on supervision and young adults on probation
• police warnings
• multi agency youth justice teams

A national report on this study will be published in summer 2003.

The second stage of follow-up work will assess progress in implementing the
38 recommendations in Dealing with offending by young people and will take
place in two to three years.
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AUDIT COMMITTEE

Subject: Australasian Council of Public Accounts Committees  

Meeting No: 17th Meeting

Meeting Date: 10 December 2002

Author: Note by the Clerk

Background

An invitation has been extended to the Convener of the Audit Committee from the
Chairman of the Public Accounts Committee of the Victoria State Parliament , Mr
Peter Loney MP, to attend the 7th Biennial Conference of the Australasian Council of
Public Accounts Committees in Melbourne, Australia, from 2nd February – 5th
February 2003. An outline of the conference programme is shown below.

Conference Programme

The programme for the event includes a number of items of interest to the Audit
Committee.  These include consideration of issues such as ‘the relationship between
public accountability and governance’ and ‘public governance and the role of public
accounts/audit committees’.

Other topics of interest for the Committee include ‘the role of PAC’s in developing an
ethical culture in public services’ and ‘the developing relationship between PAC’s,
Officers of Parliament and Auditor’s General’.

Further Information

Should the Committee agree then the attached paper would go to the Conveners’
Liaison Group for approval.  We have been informed that there are sufficient funds in
the Committee Office budget for a trip of this nature. We have also been advised that
similar trips by the Enterprise and Lifelong Learning Committee and the Subordinate
Legislation Committee have proved very valuable in developing relations with other
parliamentary bodies, as well as informing the Committees of major developments in
their field.

Shelagh McKinlay
5 December 2002



AU/02/17/3

REQUEST BY AUDIT COMMITTEE FOR APPROVAL FOR THE CONVENER AND
CLERK TO ATTEND THE 7TH BIENNIAL CONFERENCE OF THE
AUSTRALASIAN COUNCIL OF PUBLIC ACCOUNTS COMMITTEES

Nature of request

The Audit Committee asks the Conveners’ Liaison Group to endorse its request for
the Convener of the Committee and the Clerk to attend the 7th Biennial Conference
of the Australasian Council of Public Accounts Committees, on behalf of the Audit
Committee.

Number of Participants

Convener 1

Clerk 1

Total 2

Justification

Over the past 12 months the Audit Committee, through the Convener, has
established strong initial contacts with its fellow Committees in the UK Parliament,
the National Assembly for Wales and the Northern Ireland Assembly. This
conference would allow the Committee to widen the scope of its contacts with
counterpart Committees internationally.  Attendance at the conference would enable
the Committee to compare and informally benchmark the procedures and practices
of the Audit Committee with other Audit Committees worldwide.

In addition University College London is currently undertaking an external research
study into the working practices of various Audit/PAC Committees around the world
on behalf of the Audit Committee. (As part of this research, Audit/Public Accounts
Committees in both Australia and New Zealand are being examined.) The research
project is currently scheduled for completion at the end of January.  Accordingly it is
hoped that results from the research could be available for discussion with
counterpart Committees at the conference.

The nature and timing of this conference is, therefore, appropriate as it allows the
Audit Committee to participate in a forum on the development of various forms of
public audit. The Committee is of the opinion that this conference provides an
opportunity to continue the Committee’s policy of establishing good relations and
sharing best practice with similar Committees, both in the UK and abroad.

Cost
A maximum costing is set out below based on the Convener and a Clerk travelling
on Thursday 30 January 2003 and staying in Melbourne for 5 nights.

The Conveners’ Liaison Group is therefore asked to endorse the request of the
Audit Committee for a Member and the Clerk to attend the 7th Biennial



AU/02/17/3

Conference of the Australasian Council of Public Accounts Committees, and to
approve in principle the costing as attached.

COSTING OF PROPOSED CONFERENCE

The costs to be met out of the committee travel and expenses budget, and
Committee Office budget are:

                                £

Accommodation 2 @ £75 x 5 night =   750

  750

Travel Edinburgh to London return – 2 x £ 90 =     180
London to Melbourne return – 2 x £2500 = 5000

                  5180

Conference Fees 2 x £125   250

  250

Total                             6180

Budgetary Information

Costs to Audit Committee budget (Cost Centre P11110):

Committee Travel (SP414030) 5180
Committee Expenses (SP414035) 750

Costs to other budgets:

Conference Fees (SP 416280) 250


