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REPORT TO AUDIT COMMITTEE – 4 JULY 2019
EXTERNAL AUDIT – INTERIM REPORT ON THE 2018/19 AUDIT
1

Recommendation

1.1

The Committee is recommended to discuss and note this paper.

2

Background / Discussion

2.1

The external auditor’s interim report on the 2018/19 audit is attached. The
report sets out the auditor’s findings from their annual review of internal
financial controls, and wider scope responsibilities around governance. This
is in line with the Annual Audit Plan which was considered by the Audit
Committee in March 2019.

2.2

The Committee is asked to discuss and note the report, attached as appendix
1.

2.4

The Head of Finance and Monitoring Officer within Business Services have
been consulted in the preparation of this report and their comments are
incorporated within the report and are satisfied that the report complies with
the Scheme of Governance and relevant legislation.

3

Scheme of Governance

3.1

The Committee is able to consider/comment on this item in terms of Section
G.1.5 of the List of Committee Powers in Part 2A of the Scheme of
Governance as the report relates to the Council’s relationship with its external
auditors.

4

Equalities, Staffing and Financial Implications

4.1

An equality impact assessment is not required because this report informs the
Committee of the planned scrutiny activity to be carried out by audit and
inspection bodies and does not have a differential impact on any of the
protected groups.

4.2

There are no staffing and financial implications as a direct result of this
report.

Ritchie Johnson
Director of Business Services
Report prepared by Anne MacDonald, Senior Audit Manager, Audit Scotland
05 June 2019
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Who we are
The Auditor General, the Accounts Commission and Audit Scotland work together
to deliver public audit in Scotland:
• The Auditor General is an independent crown appointment, made on the
recommendation of the Scottish Parliament, to audit the Scottish
Government, NHS and other bodies and report to Parliament on their
financial health and performance.
• The Accounts Commission is an independent public body appointed by
Scottish ministers to hold local government to account. The Controller of
Audit is an independent post established by statute, with powers to report
directly to the Commission on the audit of local government.
• Audit Scotland is governed by a board, consisting of the Auditor General, the
chair of the Accounts Commission, a non – executive board chair, and two
non – executive members appointed by the Scottish Commission for Public
Audit, a commission of the Scottish Parliament.

About us
Our vision is to be a world – class audit organisation that improves the use of
public money.
Through our work for the Auditor General and the Accounts Commission, we
provide independent assurance to the people of Scotland that public money is
spent properly and provides value. We aim to achieve this by:
• carrying out relevant and timely audits of the way the public sector manages
and spends money
• reporting our findings and conclusions in public
• identifying risks, making clear and relevant recommendations.
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Key messages
Introduction
1. This report contains our findings from interim audit work carried out at
Aberdeenshire Council.
2. Our responsibilities under the Code of Audit Practice require us to assess the
systems of internal control put in place by management. We seek to gain
assurance that the audited body:
• has systems of recording and processing transactions which provide a
sound basis for the preparation of the annual accounts
• has systems of internal control which provide an adequate means of
preventing and detecting error, fraud or corruption
• complies with established policies, procedures, laws and regulations.
3. Also, we carried out wider scope work around the four audit dimensions set out
in the Code of Audit Practice. This report contains findings in relation to the
governance dimension.
4. Any weaknesses identified represent those that have come to our attention
during the course of normal audit work and therefore are not necessarily all the
weaknesses that may exist. It is the responsibility of management to decide on
the extent of the internal control system appropriate to the council.
5. The contents of this report have been discussed with relevant officers to
confirm factual accuracy. The co-operation and assistance we received during
the course of our audit is gratefully acknowledged.

Conclusion
6. We identified five key financial systems in place at the council and the key
financial controls within each system. We undertook testing in a number of
areas and found that controls were generally operating as expected.
7. We reviewed the operation of financial aspects of the Care First care
management system and found that it is not kept up to date and therefore the
financial management data generated by the system cannot be relied upon
without manual adjustment. In addition, scare provider invoices are regularly
paid late.
8. We have considered the council’s arrangements for the prevention and
detection of fraud and error and suggested actions to build resilience by raising
the profile on existing work and reflecting progress against the planned
strategy in an annual report to the audit committee.
9. We have also considered the number of recommendations from internal audit
not yet implemented by services and through consideration of alternative
actions, we have offered suggestions to streamline the process and increase
impact.
10. Appendix 1 summarises the weaknesses identified, and the action agreed by
management to strengthen the relevant controls.
11. All our outputs and any matters of public interest will be published on our
website: www.audit-scotland.gov.uk.
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Financial controls
Financial controls
12. On an annual basis, International Standards on Auditing (ISAs) require us to
consider the council’s internal financial controls. When conducting our system
assessments, we focus on the key financial controls in operation within each
key system. Exhibit 1 sets out the systems we regard as key financial systems
for the purposes of the council’s annual accounts. It also provides a summary
of the controls we have assessed to be key controls within those systems.

Exhibit 1: Key financial systems and controls
Key Financial
System
General Ledger

Key Controls
• Access to the system/ amendment to system role is supported by an authorised
request form (this includes Payables and Receivables).
• Journals are appropriately authorised with appropriate segregation of duties
between creation, authorisation and upload of the journal.
• Daily sheets are completed to demonstrate that all interfaces have been
successfully uploaded to the General Ledger.

Payroll

• Access to the system is supported by an authorised request for all users.
• Starters and leavers are supported by an authorised request with evidence of
check/input by HR and input by payroll.
• Evidence of review of monthly report of changes to superusers own pay records.
• Evidence of checks on exception reports.
• Completion of the monthly checklist.
• Monthly reconciliation between payroll and General Ledger completed and
signed off.

Accounts Payable

• Appropriate authorisation of expenditure.
• Evidence of check between amount on the BACS file and the approved
payment.
• Monthly reconciliation between Accounts Payable and the General Ledger
control account.
• Changes to Supplier details are supported by an authorised request. Calls are
made to supplier confirming changes to bank details and this is followed up by
an email confirming the calls made.
• New supplier details supported by an authorised request and additional approval
received from the council’s Central Procurement Service.

Accounts
Receivable
Cash and Bank

• Raising of invoices supported by an authorised request.
• Monthly reconciliation between Accounts Receivable and the General Ledger
control account.
• Access to the system is supported by an authorised request form.
• Daily reconciliation of Interfaces and card transactions.
• Confirmation from IT of successful interface transfer.
• Completion of a monthly bank reconciliation control check sheet.

Source: Audit Scotland
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13. In accordance with ISA 330: the auditor's response to assessed risk, our audit
judgements are based on an annual assessment of key financial systems
supported by a mix of annual testing of controls, reliance on the results of
previous years and assurances taken from the work of internal audit.
14. Our annual assessment includes carrying out a walkthrough test of each
system to confirm that key controls were operating as expected. Our risk
based audit approach allows us to take a three-year cyclical approach to
controls testing. Where we have confirmed that the controls remain unchanged
and no other significant issues have arisen, we can place reliance on previous
years' audit results.
15. For 2018/19, our controls related work covered the undernoted elements and
the subsequent paragraphs contain our findings.
•

follow up of previous year risks

•

cyclical testing of key controls in the General Ledger and Payroll systems

•

a review of key controls within the Care First social care case management
system. This system is a significant feeder system for the transfer of social
care transactions into the General Ledger.

User access rights
16. We reviewed the controls over access to the General Ledger (which includes
Accounts Receivable and Accounts Payable) and the Payroll system. This
covered both new users and existing users who required amendment of their
access rights. In both cases, all such requests require an authorisation form to
be completed.
17. From a sample of 15 General Ledger system users, 2 instances were found
where no written request of the amendment had been completed. Also, in
respect of the payroll system:
•

there was no evidence that an authorised request form had been
completed for one new superuser.

•

we identified a user with access to both the HR and Payroll functions of
the system. We confirmed that the access for this user had since been
revoked and that an exception report has been put in place to highlight
any further instances of this.
Refer Action Plan, number 1

18. Superusers are allocated a high degree of access to a system which enables
them to perform key managerial and administrative functions. In effect, they
can make any changes including erroneous entries to the systems they have
access to. Since June 2018, a monthly report is generated from the payroll
system which highlights any changes made by superusers to their own
accounts which should be reviewed by the Pay and Rewards Manager. Based
on our review, where the report did not highlight any activity by superusers
accessing their own accounts, there was insufficient evidence to demonstrate
that the control had operated i.e. that the report had been generated and no
transactions had been identified. Due to the importance of the control and for
completeness, we would suggest that evidence is retained to demonstrate the
checks carried out.
Refer Action Plan, number 1
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General Ledger weekly control sheets
19. The General Ledger is the key system supporting the council’s financial
transactions and is the source for budget monitoring reporting and the council’s
annual accounts. A number of other systems feed into the General Ledger on
a daily basis. As set out in Exhibit 1, we regard the General Ledger as a key
financial system and having considered the operation of the system, we have
assessed the completion of daily/weekly control sheets as a key control in the
system. Control sheets are used to evidence that all the required interfaces for
each day have been uploaded successfully to the General Ledger and, where
applicable, monthly and period end tasks have also been completed. We found
that 4 out of 5 weekly control sheets reviewed had not been fully completed to
confirm that all required tasks had either been carried out or were not required
that particular day/week.
Refer Action Plan, number 2

Care First social care case management system (Care First)
Operation of the system
20. Care First records individual care agreements including details of care
packages to be provided, the periods over which support is required,
associated costs and details of the care providers. Approximately £77m
representing 36,000 invoices was processed through the Care First system in
2018/19. Excluding staff costs, this equated to between 15% and 20% of the
council’s revenue expenditure. The council manages a complex caseload
including vulnerable people and many who experience periods of crisis. While
the focus, quite rightly, is on the provision of appropriate care and support, it is
also important that the case management system provides robust, relevant
data at all times.
21. The system also acts as a purchase ordering process against which care
provider invoices are matched as part of the process of approving an invoice
for payment. At the year end, this system should produce the figure for care
provided where the care provider’s invoice is awaited. In practice however, the
finance team have traditionally made manual adjustments to the figures to
exclude cancelled/amended care packages. Other than year end timing
differences, the system generated figure should not need significant
adjustment to reflect an accurate year end accrual.
22. We recognise the complexity and scale of the service’s caseload. In
supporting an individual, a range of care providers may be involved and in
response to changing circumstances, arrangements may demand revision
quite rapidly. Taking these factors into consideration and the scale of the
caseload, it is clear to see how the case management system can fall behind
reality. In addition, agreement on the cost of packages may not be straight
forward leading to further negotiations and follow up queries with providers.
23. Staff should be reminded that the Care First system is a management
information system as well as a case management system. It needs to be up
to date to properly support budget monitoring processes, ensure provider
invoices are paid promptly and to identify other issues at an early stage. In
our view, prompt steps should be taken to improve the quality of the data on
the system.
Refer Action Plan, number 3

Item: 8
Page: 131

8|

Unbilled amounts at the year end (31 March 2018)
24. At 31 March 2018, Care First showed a figure of £9m for services provided to
individuals where the care providers had yet to receive payment. This was
reviewed by the Finance team at the year end and the adjusted figure included
in the council’s accounts was £3m. In our audit plans, we highlight this matter
as a risk because the manual intervention could result in a material
misstatement in the annual accounts. This required additional audit input to
gather assurance that the assumptions used by Finance in producing the
manually calculated figures were appropriate and reasonable. We were
ultimately satisfied with the 2017/18 figures but the issue remains a risk for
subsequent years if reliance cannot be placed on the information generated by
the Care First system.
25. In moving from the figure of £9m generated by the system, and arriving at the
£3m accrued in the 2017/18 accounts, an amount of £4m was reversed out of
the system representing care packages which had been set up over a period of
time but were not required for a range of reasons i.e. this was effectively the
backlog which had arisen because the system was not kept up to date.
26. The accrued amount of £3m did result in invoices to that amount being
received and paid in 2018. Our review of the system confirmed that the
majority of the payments were made between August and November 2018,
some 5 to 8 months after the year end and an even longer period after the
relevant care had been provided.
Disputed invoices and delay in paying care provider invoices
27. We sought to determine the reasons for the delay in paying care providers for
services delivered. Based on our sample of cases, the council had promptly
received invoices from providers but due to differences between the charges
raised in invoices compared with the amounts agreed in care agreements,
further discussion with providers was required.
28. It may be that with the high volume of invoices, providers are accustomed to
late payment for a proportion of their invoices. Given the nature of the services
involved and the current economic climate, we would encourage the council to
review its arrangements to ensure it is not adversely impacting on the cash
flow of businesses it is depending on. Arrangement should therefore be put in
place for the service to regularly review invoices received not yet processed, to
prioritise cases for resolution and payment so that care providers receive
payment for their services in a timelier fashion.
Refer Action Plan, number 4
Internal audit activity in this area
29. Internal audit undertook of a review of the Care First system in March 2017
when their findings also included concerns about data quality and the
adequacy of interfaces and reconciliations with other financial systems.
30. The service was recommended to review Care First data collection and input
practices to determine where efficiencies could be made through reduced
duplication of work. The service indicated that it was not practical to input
details into Care First when meeting with clients, so forms are completed after
meetings and input by the practitioners or admin staff later creating a risk of
incorrect data. As a minimum, the service agreed that data should be input by
practitioners and should not be the responsibility of administration staff.
31. We noted that a reminder was issued by the service in response to this action
but otherwise, no further work was undertaken. In our view, more could have
been done by the service to improve its data input arrangements.
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Wider scope
32. Our audit is based on four audit dimensions that frame the wider scope of
public sector audit requirements as set out in the Code of Audit Practice.
Findings from interim 2018/19 activity are set out below.

Arrangements for the prevention and detection of fraud and error
33. Public bodies are responsible for establishing arrangements for the prevention
and detection of fraud, error and irregularities, bribery and corruption and to
ensure that their affairs are managed in accordance with proper standards of
conduct by putting proper measures in place.
34. In examining the appropriateness of the council’s arrangements, we consider
the policies in place and frequency of review and update. Clearly, the existence
of a framework of policies is not in itself enough. It is important that there is
leadership in terms of responsibility for managing risks and a clear message
around the council’s response to any fraudulent activities identified. We
consider the existence and promotion of a sound framework a deterrent
against potential inappropriate activity. When it is clear to all staff what is
expected of them, how potential fraud will be investigated and how it will be
dealt with, then the likelihood of fraud being perpetrated should be reduced.
35. The council has a Corporate Integrity Group that meets every 6 months. The
group, chaired by the Director of Business Services, includes the Head of
Finance, Chief Internal Auditor and the Risk Manager, and is attended by a
range of heads of service. The aim of the group is to monitor, review and
continually improve the council’s resilience to crime, fraud and corruption from
internal and external sources. Using the ‘serious crime and organised crime
checklist’, the group considers information and physical security, finance and
payroll matters, communication and raising awareness. In our view, this group
includes the right mix of senior officers to provide leadership and take
responsibility for counter fraud arrangements. It also usefully reports to the
council’s risk management steering group.
36. The council has a good framework of policies supporting this area but lacks a
counter fraud strategy and policy. While management has agreed to
implement a strategy, it remains under development. Such a policy is intended
to develop a culture to increase resilience to fraud by bringing together the
overall framework for managing risks to minimise fraud. Importantly, it should
set out how suspected fraud will be investigated and the sanctions and redress
which will be taken.
37. The council has the following arrangements in place, several of which have
recently been strengthened as outlined below:
•

A whistle blowing policy which is now supported by a central register of
cases

•

Gifts and hospitality policy and register

•

Conflicts of interest policy and register. The register is well established
for elected members and is in the process of being extended to include
senior officers

•

Codes of conduct and ethics setting out core values and expected
behaviours

•

Information security policy
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•

Cyber security policy – the council complies with the Cabinet Office’s
Public Sector Network (PSN) requirements and has achieved the Scottish
Government Cyber Security Accreditation.

38. The council could do more to raise awareness of the work it carries out in these
areas, report on outcomes achieved and lessons learnt, and highlight other
improvements identified. For example:
•

review coverage of counter fraud initiatives in induction and refresher
training for both elected members and staff

•

share information on data breaches experienced, phishing attempts and
virus attacks

•

consider audit and inspection findings from a counter fraud perspective
and encourage a culture of regular monitoring and prompt
implementation of agreed actions as a deterrent to potential fraudsters.
As a reminder, key controls to minimise the potential for fraud include
appropriate segregation of duties, authorisation controls, safe custody of
assets and robust reporting arrangements

•

the outcome of data matching exercises undertaken. For example, in
2017/18, there were no identified instances of fraud from the National
Fraud Initiative in Aberdeenshire Council and only one error amounting to
£10,000 was reported

•

the whistleblowing policy should be widely promoted to instil confidence
in staff that arrangements provide them with the necessary safeguards
and confidentiality to communicate known or suspects concerns.

39. We have previously encouraged the council to produce a counter fraud annual
report. This could usefully report on the performance and effectiveness of the
strategy based on the year’s activities.
40. The profile of the Corporate Integrity Group could also be increased through
annual reporting which, we suggest could be usefully brought together within
the remit of audit committee. Judgements on effectiveness in this area would
strengthen the evidence supporting the council’s annual governance
statement.
Refer Action Plan, number 5

National Fraud Initiative
41. The National Fraud Initiative (NFI) in Scotland is a counter-fraud exercise coordinated by Audit Scotland. It uses computerised techniques to compare
information about individuals held by different public bodies, and on different
financial systems, to identify 'matches' that might suggest the existence of
fraud or error.
42. Public bodies that take part in the NFI include the Scottish Government and
other central government bodies, all councils, NHS bodies, pension
administering bodies, the Scottish Fire and Rescue Service, Police Scotland
and colleges.
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43. The NFI exercise takes place every 2 years, the last one was in 2016/17 and
we reported on the findings in summer 2018. The current exercise
commenced in autumn 2018 and involves the following steps:
•

participating bodies were requested to submit data to a secure website by
October 2018

•

the NFI system matches data within and between bodies to identify
anomalies

•

potential anomalies called ‘matches’ were shared with participating
bodies to review, investigate and record outcomes from January 2019

•

auditors monitor participating bodies’ processes and progress and are
expected to report on progress in June 2019 and February 2020

•

NFI outcomes are reported by participating bodies, auditors and Audit
Scotland. Auditors comment in Annual Audit Reports and Audit Scotland
will publish a national report around June 2020.

44. Examples of potential matches include:
•

council tax records to the latest electoral register, to identify any
unreported changes that would affect a resident’s council tax discount

•

housing benefit claimants to various data sets, to check whether a
claimant has incorrectly declared their income

•

public sector pensions to payroll and deceased persons’ records. This
checks if the death of a pensions has not been reported. It also identifies
where a pensioner has gone back into employment but not reported
changes which should have resulted in their pension payment being
reduced

•

blue parking badges to deceased persons’ records, to check that the
badge is cancelled when a permit holder dies.

45. To maximise the benefits of the NFI exercise, our approach recommends that
higher risk matches are investigated promptly by participating bodes and
extended to include further matches based on findings and the risk of error or
fraud. We also recommend that the national database is used to record the
strategy adopted and the outcome of the cases reviewed. We also encourage
bodies to complete the bulk of their match investigation by 30 September 2019.
46. We compared like for like match types to the previous exercise in January
2017. Exhibit 2 shows there was an overall 2.6% decrease in total matches.
Almost 80% of matches relate to payments with much lower levels in other
types such as housing benefit and payroll.

Exhibit 2: Comparison of overall NFI matches and key match types 2017 – 2019
Match Type

2019 Total

2017 Total

Change

% Change

Total

12,710

13,047

(337)

(2.6)

Payments

10,054

10,023

31

0.3

Housing Benefit

824

881

(57)

(6.5)

Payroll

797

608

189

31.1

Blue Badges

263

416

(153)

(36.8)

Source: Audit Scotland analysis of NFI data
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47. That said, there has been an increase in payroll matches, partially due to a new
category of ‘match’ report introduced by the NFI in 2019. We will report on the
council’s approach to reviewing its matches in our Annual Audit Report.
48. One of the NFI match reports compares the council’s payroll records with
Companies House data. We examined these matches as part of our
consideration of counter fraud arrangements to identify if there were any
undeclared instances where senior officers were also listed as Directors of
third-party organisations and therefore giving rise to a potential conflict of
interest. No issues were noted from our review of senior officers.

Risk of management override of controls
49. Each year, in our Audit Plan, we set out the key risks we have identified in
respect of the audit. These include a risk of management override of controls
and the potential for senior officers to take advantage of their position to
by-pass controls. With regard to the annual accounts, we consider the
potential for financial results to be manipulated by senior officers. In gathering
assurance to mitigate this risk, we consider our assessment of key financial
controls. We also review the level of journal entries posted in the year, from
which a sample is examined for unusual adjustments. We also consider who
has processed journals and whether these transactions were processed at
unusual times (e.g. at weekends, after hours etc).
50. In 2018/19, the council processed around 7,200 journals amounting to
£9 billion. Exhibit 3 provides an analysis by staff grade and day for the number
of journals. This confirmed that senior staff are not directly involved in
processing transactions to the General Ledger and except for the team leader
role, journals are largely processed during the standard working week.

Exhibit 3: Analysis of journals posted by grade per day of the week

Transaction entered per day of week
700
600
500
400
300
200
100
0

Monday

Tuesday

Wednesday

Thursday

Friday

Saturday

Manual authorisation of invoices for payment
51. In previous years, we highlighted payment of invoices which are not initiated by
an electronic purchase order as an area of audit risk because we found
evidence that officers were approving invoices in excess of their approved
authorisation limits. While the council are considering options to process all
orders electronically via Oracle, no change has yet been implemented to
reduce the identified risk. Such weaknesses in invoice authorisation could
increase the risk of fraud.

Sunday

Item: 8
Page:
136| 13
Wider
scope
52. We extracted a report from the payables module of the General Ledger of
invoices which have not been matched to a Purchase Order. This identified
approximately 154,000 invoices, with a value of £331m not matched to a
Purchase Order. Exhibit 4 sets out the results of three systems we
investigated further to determine whether these had sufficient non-manual
authorisation controls in place when the expenditure was committed (i.e. the
order placed).

Exhibit 4: Review of pre-invoice authorisation in significant feeder systems
System

Expenditure Type

Pre-invoice Authorisation

Judgement

CareFirst

Social Care

Social Worker agrees budget
for care package. Over limit of
£250 p/w this would have to be
approved by Panel.

SATISFACTORY – All Care
Packages approved by Social
Work. Invoices simply matched to
approved package.

SAVE

Roads and Quarries
Costing

Order is raised in SAVE, printed
and physically signed by an
authorised signatory.

UNSATISFACTORY – Manual
authorisation of order.

TRANMAN

Fleet

Order is raised in TRANMAN,
printed and physically signed by
an authorised signatory. Orders
greater than £3,000 require to
be authorised by the Fleet
Manager.

UNSATISFACTORY – Manual
authorisation of order.

Source: Audit Scotland

53. We proposed to obtain a sufficient level of audit assurance through additional
focused substantive testing of manually authorised invoices and will continue
to monitor progress in implementing improvements in this area.

Audit Committee’s consideration of internal audit reports
54. The chief internal auditor provides regular progress reports to the audit
committee including a summary of the objective and findings from each audit
assignment completed in the period since the last meeting of the committee.
Elected members separately receive the full internal audit report for each
completed assignment. This provides audit committee members with the
opportunity to refer to the detailed report for any issues in the progress report
summary they would like to pursue further. During the committee session, it
has therefore become more common for questions to be raised in connection
with the detailed report even although it does not form part of the formal
agenda papers.
55. Where these matters form part of the public agenda, we would suggest that a
decision be taken at the agenda meeting on the internal audit reports likely to
attract further scrutiny at committee and to agree to include the associated full
internal audit report in the agenda papers. In the spirit of transparency, this will
enable public access to all the information subject to scrutiny by the committee.
Refer Action Plan, number 6
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Outstanding internal audit recommendations
56. Each committee cycle, the Audit Committee considers a report from the chief
internal auditor summarising progress made by services in implementing his
recommendations. Reports presented in November 2018 and January 2019
contained 52 and 55 outstanding recommendations respectively. By March
2019, the number had fallen to 33 across 22 separate internal audit reports.
57. When comparing the original agreed implementation date of each
recommendation and the latest revised due date, we found that
18 recommendations were overdue by 12 months or more with the longest at
39 months. We also noted 2 instances where the agreed date had been
revised 5 times. Exhibit 5 provides an analysis of the March 2019 position.
58. Implementation dates agreed with internal audit should be realistic and set in
the context of other priorities within the relevant service. Once agreed,
implementation should be delivered as agreed in most cases. It is however
common practice for the Audit Committee to receive reports setting out
overdue recommendations with revised implementation dates. Over time, this
reduces the impact of the recommendation.
59. While it is important that services are held to account for their lack of progress
in respect of actions they agreed to, there is scope for management to have
greater insight across the range of outstanding recommendations in order that
priorities are set in the context of wider work plans, competing priorities and
resources. While a service may have agreed to a particular action,
circumstances may have changed with the passage of time resulting in a
different course of action. For example,
•

implementation of a new system or process perhaps at a corporate level
or by another service which the service under review could ‘piggy back

•

the existence of alternative controls/processes and/or new developments
being considered which supersede the recommendation

•

through the risk management group, it may be that a control weakness is
considered a tolerable risk to the council which can be managed through
inclusion in and monitoring of the relevant risk register

•

recommendations which minimise the risk of fraud should be prioritised
e.g. improving segregation of duties, authorisation controls, custody of
assets and ensuring robust financial reporting

•

is the period since the initial review now so long that a fresh review might
be more effective? It should however come with increased expectations
of delivery on agreed actions.

60. By way of a good practice example from another audited body, an annual
review of key outstanding recommendations is considered by the Audit
Committee. The review considers each outstanding recommendation which the
Audit Committee use to conclude as to whether it remains valid or can be
closed with no additional risk. The committee also takes the opportunity to
seek a report from the service explaining how the risk areas are being
managed and if this provides sufficient assurance, they may opt to close the
relevant recommendations. Overall, this process ensures that
recommendations are not left in abeyance, requires oversight by the Audit
committee and ensures the focus (and resources) are targeted on higher risk
areas.
Refer Action Plan, number 7
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Exhibit 5: Analysis of outstanding internal audit recommendations as at March 2019
Outstanding Recommendations by Grade:

Reports with outstanding recommendations over 12 months from originally agreed due date:
Time
Over 12 Months

Number
12

Reports
• 1713 - Electronic Document Management System
• 1735 - Budget Monitoring
• 1745 - Payroll System and Processes (4 separate recommendations)
• 1743 - Deployment of Microsoft Technology
• 1747 - Housing Repairs Year End Stock Checks (3 separate
recommendations)
• 1804 - Payroll Reconciliations (2 separate recommendations)

Over 24 Months

5

• 1518 - Payroll Advance Payments
• 1606 - Education Lets
• 1615 - Creditors Payments 2014/15
• 1633 - Cash Receipting System
• 1712 - Data Protection

Over 36 Months

1

• 1547 - Attendance Management

Reports with more than 1 recommendation outstanding:

Source: Audit Scotland analysis of Internal Audit Report
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Appendix 1
Key findings and action plan 2018/19
Issue identified

Management response

Responsible
officer and
target date

Audit findings
1. User access arrangements

Agreed in principle

Instances were noted where General
Ledger system access changes were
not supported by the required
authorisation form. In addition,
evidence of checks in respect of
payroll superusers was not always
retained.

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.
Action plan will be
reported back to
the Audit
Committee in
September 2019.

Risk: Access rights are wrongly
allocated leading to inappropriate
manipulation of the system.
Recommendation: Arrangements
should be reviewed to ensure that
appropriate controls are in place and
reminders issued to ensure checks are
carried out and evidenced as intended.
2. Weekly control sheets

Agreed in principle

We found that weekly control sheets
had not been fully completed.
Risk: An interface is not carried out
and therefore the ledger is not
accurate.

Action plan will be
reported back to
the Audit
Committee in
September 2019.

Recommendation: Weekly Control
Sheets should be fully completed and
signed off to clearly evidence that all
required tasks were done.

3. Quality of Care First data
Due to the complexity and volume of
the case load, the system has not
been kept up to date e.g. care
packages which were not required are
not routinely cancelled.
Risk: System generated information
is not reliable without manual
adjustment which could result in
intentional or unintentional falsified
reporting.
Recommendation: Prompt steps
should be taken to improve the quality

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.

Agreed in principle

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.
Action plan will be
reported back to
the Audit
Committee in
September 2019.

Item: 8
Page:
Appendix140
1 | 17

Issue identified

Management response

Responsible
officer and
target date

of data in the Care First system. It
needs to be up to date to properly
support performance and financial
monitoring processes.
4. Payment of care providers

Agreed in principle

Due to differences in care prices
charged on invoices and amounts
agreed in care agreements, there can
be lengthy delays upwards of 6
months before the council makes
payments to care providers for their
invoices.

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.
Action plan will be
reported back to
the Audit
Committee in
September 2019.

Risk: Late payment adversely
impacts on the cash flow position of
providers, they go out of business
and the council has a smaller pool of
care partners to work with.
Recommendation: Arrangements
should be put in place for the service
to regularly review invoices received
not yet processed, to prioritise cases
for resolution and to ensure that care
providers receive prompt payment.
5. Counter fraud activities

Agreed in principle

The council could increase its resilience
against fraud by raising awareness of
its counter fraud activities and bringing
them under the umbrella of the
Corporate Integrity Group.
Risk: the council is susceptible to
fraud in the absence of a clear
message on its approach to minimising
the potential for fraud.

Action plan will be
reported back to
the Audit
Committee in
September 2019.

Recommendation: The corporate
integrity group should be responsible
for an annual counter fraud report to the
audit committee covering outcomes
achieved, lessons learnt, and other
improvement required. It could report
on both the performance and
effectiveness of the counter fraud
strategy (once implemented) based on
the year’s activities.
6. Audit Committee’s consideration
of internal audit reports
The discussion at Audit Committee
meetings can centre on detailed internal
audit reports which do not form part of
the agenda papers. Only summary
reports on each audit assignment are
included in the committee’s papers.

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.

Agreed in principle

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.
Action plan will be
reported back to
the Audit
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Issue identified

Management response

Risk: Public scrutiny is reduced
because such reports have not been
made publicly available.

Responsible
officer and
target date
Committee in
September 2019.

Recommendation: A decision be
taken at the agenda meeting on the
internal audit reports likely to attract
further scrutiny at committee and to
agree to include the associated full
internal audit report in the agenda
papers. This will enable public access
to all the information subject to scrutiny
by the committee.
7. Outstanding internal audit
recommendations
Outstanding Internal Audit
Recommendations at March 2019
identified 11 recommendations which
were outstanding for more than a year
and 2 recommendations where the
due date had been revised 5 times.
Risk: The impact of review and
monitoring processes is weakened.
Recommendation: Management
should have greater oversight of
outstanding recommendations and
seek alternative solutions to
addressing them without minimising
impact and importance. At least
annually, the audit committee should
consider a review of the outstanding
recommendations, the associated risks
and whether they can be managed
differently with a view to strengthening
governance overall, and addressing
the number of recommendations left in
abeyance for a long time.
Source: Audit Scotland

Agreed in principle

Target date to be
confirmed when
impact of
recommendation
has been fully
considered by
officers.
Action plan will be
reported back to
the Audit
Committee in
September 2019.
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Appendix 2
Systems with invoices which were not matched to a purchase order
System

Number of Invoices

Value - £

35,913

76,838,735.03

Foster Payments

5,848

2,817,919.95

Housing Repairs

8,922

4,182,966.40

Payroll

1,800

503,214.38

PMIS

2,593

5,864,308.24

SAVE

20,028

22,048,239.26

Tranman

15,352

4,348,085.13

Trapeze

10,622

21,979,144.23

Payables (items not grouped into categories below)

43,518

140,880,951.09

Payables - Agency

39

34,623.81

Payables - Benefits

147

66,243.90

1,056

45,465,205.04

467

588,943.91

92

138,089.68

459

113,311.20

1,357

428,567.48

Payables - NESTRANS

232

1,920,219.46

Payables - Rent Refund

12

5,423.91

Payables - Revenues Refunds

65

12,156.84

Payables - Schools

1,275

547,481.85

Payables - Secondary Schools

2,218

765,597.31

541

128,964.90

1,378

1,687,545.36

153,934

331,365,938.36

CareFirst

Payables - Capital
Payables - Debtor Refunds
Payables - Duplicate Payments
Payables - Electronic
Payables - Fuel

Payables - Taxicard
Payables - Travel
TOTALS
Source: Aberdeenshire Council Payables System
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61.

Aberdeenshire Council
Interim Report 2018/19

62.
If you require this publication in an alternative
63. format and/or language, please contact us to
discuss your needs: 0131 625 1500
64. or info@audit-scotland.gov.uk
For the latest news, reports
and updates, follow us on:

Audit Scotland, The Annexe, Woodhill House, Westburn Road, Aberdeen AB16 5GB
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