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AGENDA 

 
2nd Meeting, 2009 (Session 3) 

 
Wednesday 16 September 2009 

 
The Commission will meet at 10.30 am in Committee Room 3.  

1. Audit Scotland Annual Report and Accounts for the year to 31 March 2009 
and Auditor’s Report on the Accounts: The Commission will take evidence 
from—  

 Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit 
 Strategy, and Diane McGiffen, Director of Corporate Services, Audit 
 Scotland, 

and then from— 

 Richard Gibson, HW Chartered Accountants, External Auditors to Audit 
 Scotland. 

2. Audit Scotland’s Autumn Budget Revision 2009-10: The Commission will take 
evidence from— 

 Robert Black, Auditor General for Scotland, Russell Frith, Director of Audit 
 Strategy, and Diane McGiffen, Director of Corporate Services, Audit 
 Scotland.  

 

 
Mark Brough 

Secretary to the Commission 



SCPA/S3/09/2/A 
 

 
The papers for this meeting are: 
 
Agenda Item 1 
 
Audit Scotland Annual Report and Accounts for the year to 31 
March 2009 and Auditor’s Report Thereon 
 
(Also available online at: 
http://www.scottish.parliament.uk/s3/committees/scpa/docum
ents/0809Accounts.pdf) 
 
External Auditor’s Management Report for year ended 31 
March 2009 
 
Briefing paper [PRIVATE – for Members only] 
 
Agenda Item 2 
 
Audit Scotland’s proposal for Autumn Budget Revision 2009-
10 
 
Briefing Paper [PRIVATE PAPER – for Members only] 
 

 
 
 
 

SCPA/S3/09/2/1 
 

 
 
 
 
 
SCPA/S3/09/2/2 
 
 
SCPA/S3/09/2/3(P) 
 
 
 
SCPA/S3/09/2/4 
 
 
SCPA/S3/09/2/5(P) 

 
 

http://www.scottish.parliament.uk/s3/committees/scpa/documents/0809Accounts.pdf
http://www.scottish.parliament.uk/s3/committees/scpa/documents/0809Accounts.pdf
























Address: Telephone: Website:   
110 George Street 0845 146 1010 www.audit-scotland.gov.uk   
Edinburgh Fax: 
EH2 4LH 0845 146 1009 
 
 
 
 
 
 
 
 
Ms Angela Constance MSP  
Convener 
Scottish Commission for Public Audit  
Room T3.60 
The Scottish Parliament 
Edinburgh 
EH99 1SP 
 

3 September 2009  
 
 
 
 
 
Dear Convener 
 
Autumn Budget Revision 2009/10 
 
Please find enclosed our Autumn Budget provision proposal.  We have been happy to 
respond to the SCPA’s request that any provision should come earlier than in previous 
years, to allow for full consideration by the Commission before the Finance Committee 
begins its consideration of the annual budget.  We have also, as requested, provided more 
information than in previous years.   
 
This year, the Commission will be considering the Autumn Budget Revision separately from 
our detailed budget proposals.  We have therefore, as requested, provided more detailed 
information to support our Autumn Budget Revision request, but we appreciate that as we 
have not dealt with business in this order before, we many not have yet anticipated the 
Commission’s requirements fully.  We hope to be able to provide any further information in 
our evidence session, but if you require any further information in advance of the meeting, 
please do not hesitate to get in touch. 
 
Yours sincerely 
 

 
 
 
Robert W Black 
Auditor General for Scotland 
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Introduction 
 
This paper presents Audit Scotland’s proposals for the 2009/10 Autumn Budget Revision. 
This paper is presented in advance of our 2010/11 Budget proposal which will be submitted 
to the SCPA by 30th September 2009. The 2010/11 Budget is being prepared on the 
assumption that the Autumn Budget Revision proposed in this paper is approved. 
 
Background 
 
This proposal responds to the SCPA’s clear desire that Audit Scotland should: 
 

• Reduce annual requests for EYF 
• Provide detailed proposals for any requests that are made. 

 
 
Our Autumn budget revision 2009/10 requests EYF of £500,000.   
Our Autumn budget revision request last year was for £2.483 million. 
 
 
This paper is in two sections: 
 
Section one sets out our proposals for the Autumn budget revision. 
Section two explains Audit Scotland’s end year balances for 2008/09. 
 
Appendix  1:  Explains our approved Revenue EYF 2008/09 
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Section One 
Autumn Budget revision proposal 
 
Summary 
 
Our EYF proposals are to fund projects that were previously approved by the SCPA, but 
were either unable to be completed in 2008/09, or were always planned for 2009/10 and 
2010/11.  In all cases we have reviewed our estimates, and in two have been able to reduce 
them. 
 
The only proposed Autumn Budget revision is for Audit Scotland to take up some of the 
potential End Year Flexibility arising from 2008/09. The overall proposal is: 
 

 Revenue Capital 
 £000 £000 

EYF 500 0 
  
Total revision 500 0
  
Original 2009/10 budget 6,979 300
  
Revised total funding 7,479 300

 
Proposed use of EYF 
 
Our proposals for the use of EYF are summarised below: 
                   £000 
 

Property repairs 
Replacement of lifts at 18 George Street           47 

   
Development of the business 
Improvement work 

• 2009/10            203 
• 2010/11            182 

 
Reward and competency project 
Implementation of revised reward & competency strategies               68 

  
                                                                                                                      ___            

TOTAL                   500
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Completion of Lift Replacement 
EYF funding of £126,000 was approved in 2008/09 to meet Audit Scotland’s share of the 
costs of replacing the ageing lifts at our offices in 18 George Street. 
 
This work was not completed in the year to March 2009 as a result of construction delays out 
with the control of Audit Scotland. The contract is managed by our landlords.  One lift has 
been installed and is working;  work is on-site to complete the second lift. Expenditure in the 
year to March 2009 totalled £79,000 with the balance of the project spend of £47,000 now 
being incurred in 2009/10 (to date £24,000 has been invoiced in 2009/10). EYF funding of 
£47,000 is requested to meet the costs of completing this project in 2009/10.  
 
Best Value Development  
 
Background 
 
In the past, Audit Scotland has requested EYF to fund development of the business and to 
respond to new directions in government policy. Over the past three years, funding in this 
way has enabled us to respond to peaks in development activity required by the Crerar 
Review of Scrutiny and the development of best value audit across the public sector.  EYF 
funding has enabled us to respond quickly to these requirements without increasing audit 
fees to clients, or increasing our core budget.   
 
In last year’s Autumn Budget Revision we explained that we intended to appoint additional 
staff to deliver with this work over the next three years and to fund this from EYF. The EYF 
funding approved for this work in 2009/10 and 2010/11 was £482,000. 
 
We have reviewed our requirements for 2009/10 and 2010/11 and now request a reduced 
sum of £385,000 (£203,000 for 2009/10 and £182,000 for 2010/11). In both years the funding 
will support additional staff including a staff secondment from a Scottish Local Authority.  
This represents a reduction of £97,000 from that approved last year. 
 
During 2009/10 we are undertaking a series of pathfinder Best Value 2 audits and carrying 
out shared risk assessments, in conjunction with other scrutiny bodies, of all Scottish 
Councils. We are also, on behalf of the Accounts Commission, supporting the Joint Scrutiny 
Forum, which is co-ordinating scrutiny across local government and working through the 
implementation of the Crerar review. 
 
Reward and competency projects 
 
In 2008/09, EYF of £108,000 was approved to implement of the revised performance 
management systems necessary too support our new reward and competency scheme. 
 
Negotiation with Audit Scotland staff representatives on our proposals for revised reward 
arrangements was concluded in the spring of 2009 and our staff accepted the proposals 
following a ballot concluded in early June 2009. As a result, our requirement for additional 
funds to implement the changes and additional training for all grades of staff in the use of 
competencies and in the assessment of performance could not be used 2008/09 but is now 
required for 2009/10.  We have reviewed our requirement and request a reduced sum of 
£68,000 be provided as EYF funding in 2009/10.  This represent’s a reduction of £40,000 
from that approved last year. 
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Conclusion  
 
Over the past three years Audit Scotland’s potentially available EYF funding has reduced 
and the need for EYF funding to be approved has also fallen.  The table below provides 
information on the revenue funding available and requested in this period.   
 
 
 

Revenue 
 

2008/09 
£M 

 

2007/08 
£M 

2006/07 
£M 

In year underspend  
 

0.6 1.8 1.0 

Pensions Items – FRS17 
 

0.8 0.4 0.9 

EYF brought forward 
 

0.8 1.0 0.5 

Total 
 2.2 3.2 2.4 

EYF Requested 
 0.5 2.5 1.5 

 
 
Discounting the impact of pensions, this means that in three financial years we have moved 
from requesting 100% of the end-year balance, to only 36%. 
 
The Autumn Budget Revision (ABR) proposals presented in this paper enable us to: 
 

• further reduce our reliance on EYF 
 
• return £1.869 million to the Scottish Consolidated fund 

 
• plan for the Best Value improvement agenda and to support our coordination role for 

scrutiny activity without the need to increase fees  
 

• complete the implementation of the changes to our reward and competency schemes 
 

• meet property costs where the work was being undertaken but not completed at the 
year end. 
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Section two – End-year balances 
 
This section explains Audit Scotland’s balances at the end of the 2008/09 financial 
year.  This enables the SCPA to understand the EYF potentially available, the 
reasons for this by budget heading, and the amount being returned to the Scottish 
Consolidated Fund.   
 
Revenue 

 
The total amount of revenue EYF potentially available to Audit Scotland as at 31 March 2009 
was £2,192 million. The underlying in the year under spend in 2008/09 has reduced by two 
thirds to £0.6m (£1.8m in 2007/08). The main components of this amount are shown below: 
 

 2008/09 
       £000 

2007/08 
       £000 

Revenue   

In Year   

Fee income net of approved auditor fees 287 535 

Staff costs incl. secondments 306 412 

Other 23 841 

Total in year EYF  616 1,788 

Pension items - FRS 17  784 423 

EYF available for carry forward 792 997 

Total Revenue 2,192 3,208 

 
Fee income (net of approved auditor fees) above budget (£287,000) 
This represents fees earned above indicative amounts by auditors net of costs paid to 
approved external audit firms and also the net effect of movements in the stage of 
completion that audits have reached at 31 March 2009 compared to 31 March 2008. This is a 
timing effect. For example an audit with a constant annual budget of £100,000 might be 
expected to be 30% complete at 31 March each year. However if it is actually 30% complete 
at 31 March 2008 and 32% complete at 31 March 2009 then the income recognised for that 
audit in the 2007/08 accounts will be £102,000 against a budget of £100,000. 
 
Staff Costs (£306,000) 
Staff costs net of income received for staff on secondment to other public sector bodies were 
£306,000 lower than budget. The main driver in the under spend was a lower average salary 
paid to staff in the year compared to that provided in our budget as a result of staff turnover 
and the lowering of the skill mix of staff employed.    
 
Other (£23,000) 
Other costs were £23,000 less than budget.  This represents the net position of a number of 
variances on other expenditure items.   
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Pensions (£784,000) 
As last year, an element of the available EYF arises from adjustments to pension costs 
notified by the actuary as part of the provision of information for the accounts required under 
Financial Reporting Standard 17. Essentially, at present the actuary is saying that the cost of 
pension contributions which are required to be recognised in the accounts is less than the 
contributions that we are required to pay over to the pension scheme.  
 
This is a timing issue and over the long term the two amounts will even out. As the 
adjustment is notional rather than a gain in cash resources Audit Scotland does not seek to 
carry this amount forward.  
 
We would however note that it is quite possible that in some future years these adjustments 
will be adverse and accordingly we may need to request additional resources, should the 
situation arise, in the Autumn Budget revision. 
 
EYF from 2007/08 (£792,000) 
The approved carry forward of EYF funding from 2007/08 was £2.483 million. Of this amount 
£792,000 was not required in 2008/09. The EYF funding not used in 2008/09 was originally 
identified for the following projects: 
 

    £000 
Lift Replacement 47 

On going Best Value development  482 

Staff conference 80 

Roof repairs at 18 George Street 75 

Implementation support for the reward and competency projects 108 

TOTAL 792 

 
Lift replacement (47,000) 
See Page 3 
 
On going Best Value development (482,000) 
See Page 3 
 
Staff conference (£80,000) 
Audit Scotland’s budget for 2007/08 included provision for an all staff conference and as we 
did not hold a conference in 2007/08 we requested the funds be carried forward to allow us 
plan an event for early 2009. In the current financial climate Audit Scotland management 
concluded that it would be inappropriate to run such event. No plans exist for an event in the 
near future and these funds are not now required. Alternative methods of achieving the 
objectives of the staff conference which do not incur the same cost are being explored. 
 
Roof Repairs at 18 George Street (£75,000) 
As reported last year, the roofs at our premises at 18 George Street, Edinburgh are in need 
of urgent repair.  We continue to request that the landlord undertakes the major repair work 
necessary and although initial tenders were raised for work, no contracts have been placed 
by our landlord’s agents. The work was not undertaken in 2008/09 and the landlord’s agents 
have indicated that the repair work will not be carried out during 2009/10. 
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Implementing support for reward and competency projects (£108,000).   
See page 3 
 
 
2008/09 Approved Capital EYF 
 
In November 2008 the SCPA approved the carry forward of unused capital budgets from 
2007/08 to 2008/09 through the End Year Flexibility (EYF) process. The approved capital 
carry forward was £40,000.   
 
2008/09 Availability - Capital EYF 

 
Capital expenditure in the year to March 2009 totalled £396,000 which was £177,000 lower 
than the available budget of £573,000 (agreed 2008/09 budget of £533,000k plus EYF from 
2007/08 of £40,000).   
 
The investment was in respect of IT expenditure (Citrix access gateway pilot, laptop/desktop 
hardware replacement and Payroll / HR system. 
 
The capital amount available as EYF is £177,000 which principally arises from a combination 
of a revised hardware configuration in our desktop and laptop replacement programme 
together with reduced IT purchase prices.  
 
We have reviewed our overall capital programme for 2009/10 and are able to accommodate 
our plans within the core 2009/10 budget of £300,000. As a result we do not request any 
capital EYF.     
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APPENDIX 1 
Use of Approved Revenue EYF 2008/09 
 
This appendix explains how we have used the EYF approved for 2008/09. 
 
Fee Rebate (£1,000,000) 
In December 2008 Audit Scotland rebated £1,000,000 to audited bodies. This rebate 
represented 5% of the audit fees earned in the financial year to 31 March 2009.  EYF is the 
only mechanism by which Audit Scotland can transfer end year balances into the next 
financial year to rebate back to clients. 
 
Best Value Audit (£321,000) 
The Accounts Commission determined that the first round of best value audits of the 32 
councils in Scotland and a number of follow up reports should be concluded by April 2009. In 
2008/09 £321,000 was allocated and spent on additional resources for the best value audit 
team to allow completion of this work. The funds provided additional staff and consultancy 
support. All of the first round of best value reports of the 32 councils in Scotland and 3 follow 
up reports were completed by May 2009.  
 
Correspondence Handling (£81,000) 
£81,000 of funding was used to support a correspondence handling pilot. The pilot involved 
appointing one senior manager with responsibility for filtering all correspondence and 
ensuring that the most appropriate staff was identified to carry out any follow up audit work 
that arose from correspondence.  We intend to continue with a centralised approach to 
correspondence management but we will fund this work from our core budget.  The EYF 
funding enabled us to develop more efficient and effective approach to this work.   
 
On going Best Value Development (£692,000) 
Although our approved 2009/10 Budget includes some development capacity budgets we 
have previously identified a need for additional resource to meet an unusual peak of 
development work in relation to best value audit, responding to the Crerar review and 
implementing audits of accounts based on International Financial Reporting Standards. This 
programme of work was indentified in our 2007/08 EYF proposals and it was agreed it should 
continue to be met from EYF funding.  We also agreed to incorporate any additional such 
development work with core budgets where possible. 
 
In 2008/09 £210,000 was spent on additional staff support, including a secondee from a 
Scottish Local Authority to meet this work. 
 
Replacement of lifts at 18 George Street (£126,000) 
See page 3 
 
Roof repairs at 18 George Street  (£75,000) 
See page 6 
 
Implementing support for reward and competency projects (£108,000).   
See page 3 
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