
 

 
 
 
 

Securing the future… • Improving services  

• Enhancing quality of life • Making the best use of public 
resources 

 

Council Building 
2 High Street 

Perth 
PH1 5PH 

 
21/09/2022 

 
A hybrid meeting of the Audit and Risk Committee will be held in the Council 
Chamber on Tuesday, 27 September 2022 at 10:00. 
 
If you have any queries please contact Committee Services on (01738) 475000 or 
email Committee@pkc.gov.uk. 
 

THOMAS GLEN 
Chief Executive 

      
Those attending the meeting are requested to ensure that all notifications are 
silent on their device and other devices are in silent mode. 
 
Please note that the meeting will be broadcast online and recorded.  The 
recording will be publicly available on the Council’s website following the 
meeting.  
 

Members: 
Councillor David Illingworth  (Convener) 
Councillor Andy Chan  (Vice-Convener) 
Councillor Liz Barrett 
Councillor Bob Brawn 
Councillor Ken Harvey 
Councillor Noah Khogali 
Councillor Iain MacPherson 
Councillor Sheila McCole 
Councillor Colin Stewart 
Councillor Grant Stewart 
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Audit and Risk Committee 
 

Tuesday, 27 September 2022 
 

AGENDA 
 

MEMBERS ARE REMINDED OF THEIR OBLIGATION TO DECLARE ANY 
FINANCIAL OR NON-FINANCIAL INTEREST WHICH THEY MAY HAVE IN ANY 

ITEM ON THIS AGENDA IN ACCORDANCE WITH THE COUNCILLORS’ CODE OF 
CONDUCT. 

 
 
1 

 
WELCOME AND APOLOGIES 
  

 
 

 
2 

 
DECLARATIONS OF INTEREST 
  

 
 

 
3 

 
MINUTE OF MEETING OF AUDIT AND RISK COMMITTEE OF 
28 JUNE 2022 FOR APPROVAL 
(copy herewith) 

 
5 - 8 

 
4 

 
OUTSTANDING BUSINESS STATEMENTS (OBS) 
(copy herewith 22/240) 

 
9 - 10 

 
5 

 
DRAFT AUDITED 2021/22 ANNUAL ACCOUNTS, DRAFT 
ANNUAL AUDIT REPORT TO THE MEMBERS OF PERTH & 
KINROSS COUNCIL AND THE CONTROLLER OF AUDIT FOR 
THE YEAR ENDED 31 MARCH 2022 
Report by Head of Finance (copy herewith 22/237) 

 
11 - 184 

 
6 

 
INTERNAL AUDIT FOLLOW UP 
Report by Chief Internal Auditor (copy herewith 22/242) 

 
185 - 188 

 
7 

 
INTERNAL AUDIT UPDATE 
Report by Chief Internal Auditor (copy herewith 22/243) 

 
189 - 192 

 
8(i) 

 
COMMUNITIES 
  

 
 

 
8(i)(a) 

 
22-01 LEADER 
(copy  herewith 22/244) 

 
193 - 202 

 
9 

 
INTERNAL AUDIT PLAN 2022/23 
Report By Chief Internal Auditor (copy herewith 22/245)  

 
203 - 206 

 
10 

 
NATIONAL FRAUD INITIATIVE OUTCOMES 2020/21 AND 
PREPARATIONS 2022/23 
Report by Chief Internal Auditor (copy herewith 22/246) 

 
207 - 212 

 

IT IS RECOMMENDED THAT THE PUBLIC AND PRESS SHOULD BE EXCLUDED 
DURING CONSIDERATION OF THE FOLLOWING ITEM(S) IN ORDER TO AVOID 
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THE DISCLOSURE OF INFORMATION WHICH IS EXEMPT IN TERMS OF 
SCHEDULE 7A TO THE LOCAL GOVERNMENT (SCOTLAND) ACT 1973 

 

 
P1 

 
EDUCATION AND CHILDREN'S SERVICES 
  

 
 

 
P1(a) 

 
VIOLENCE AND AGRESSION 
(copy to follow) 
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AUDIT AND RISK COMMITTEE 
 
Minute of Meeting of the Audit and Risk Committee held hybrid on Tuesday 28 June 
2022 at 10.00am. 
 
Present: Councillors D Illingworth, H Anderson (substituting for Councillor A Chan), 
D Cuthbert (substituting for Councillor C Stewart), A Forbes (Substituting for 
B Brawn), K Harvey, N Khogali, I MacPherson, C McLaren (substituting for 
Councillor L Barrett), S McCole and G Stewart.  
 
In Attendance: L Simpson, L Brady, J Clark, S MacKenzie, N Sutherland, A O’Brien, 
S Walker, K Molley, A Brown, and M Pasternak, (all Corporate and Democratic 
Services); F Crofts and S D’All (Communities); and J Cockburn (Education and 
Children’s Services). 
 
Apologies: Councillors L Barrett, Brawn, C Stewart, and Chan 
 

Councillor D Illingworth, Convener, Presiding. 
 
1. WELCOME AND APOLOGIES/SUBSTITUTIONS 

 
The Convener welcomed everyone to the meeting and apologies were noted 

as above.   
 
2. DECLARATIONS OF INTEREST 
 
 There were no declarations of interest made in terms of the Councillors’ Code 
of Conduct. 
 
3. MINUTE OF MEETING OF THE AUDIT COMMITTEE OF 28 MARCH 2022 

FOR APPOVAL 
  
 The minute of meeting of the Audit Committee of 28 March 2022 was 
submitted and approved as a correct record.   

 
4. INTERNAL AUDIT FOLLOW UP   
  
 There was submitted a report by the External Auditor, KPMG (22/151) 
presenting a current summary of Internal Audit’s ‘follow up’ work relating to actions 
due for completion up to May 2022.  
 
 In response to a question from Councillor S McCole regarding procurement 
contracts and if training is in place to provide confidence for those who have not 
previously had permission to sign contracts, L Simpson advised various members 
across the organisation have the authority to sign contracts and Legal and 
Governance Services provide advice on contracts that involve a significant value.  
 
 Councillor S McCole suggested providing members with background 
information on future Audit follow up activity. L Simpson advised that as part of 
development and training over the next year, members would be provided with 
information on contract management, processes, and reporting of contracts.  

3
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 Resolved: 
 The current position in respect of the agreed actions arising from Internal 
Audit’s work, be noted.  
 
5. INTERNAL AUDIT UPDATE  
 

There was submitted a report by the Chief Internal Auditor (22/152) 
presenting a summary of Internal Audit’s work undertaken as part of the Internal 
Audit Plans for 2020/21 and 2021/22. 

 
In response to a question from Councillor D Cuthbert regarding the issue of 

staffing resources, J Clark advised that an internal audit trainee has been appointed, 
who will undergo professional qualifications throughout a four-year programme. For 
future posts, jobs may be posted on other forums to attract more applicants, instead 
of only using myjobscotland  
 
 Resolved: 
(i) The outcome from consultancy activity, be noted. 
(ii) The progress with internal audit activity, be noted.   
 
(i) CORPORATE AND DEMOCRATIC SERVICES  
 
(i)(a) A21-03 Welfare Rights  
 

There was submitted a report by the Chief Internal Auditor (22/154) presenting 
an audit on Welfare Rights which was undertaken as part of the Internal Audit 
Plan for 2021/2022, which was approved by the Audit Committee on 30 June 
2021. 

 
In response to a question from Councillor N Khogali, L Brady advised that 
grants could have been analysed in a transactional manner, but the Welfare 
Rights Team decided to look at cases on several occasions to maximise 
entitlement and opportunity for customers. 

 
Members thanked the Internal Audit and Welfare Rights Teams for their work 
in providing substantial assurance around processes. 
 
Resolved: 
The contents of Report 22/153, be noted.  

 
(ii) EDUCATION AND CHILDREN’S SERVICES  
 
(ii)(a) A21-01 Child Protections  
 

There was submitted a report by the Chief Internal Auditor (22/153) presenting 
an audit on Child Protection which was undertaken as part of the Internal 
Audit Plan for 2021/22, which was approved by the Audit Committee on 30 
June 2021. 

 
Members thanked Child Protection for their work and commended the service 
for their openness and transparency throughout the audit process. 
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Resolved: 
The contents of Report 22/154, be noted.  

 
6. INTERNAL AUDIT ANNUAL REPORT AND INTERNAL AUDIT OPINION 

2021/22  
 

There was submitted a report by the Chief Internal Auditor (22/156) 
presenting the year-end report and audit opinion of the Chief internal Auditor for 
2021/22, as set out in Section 12 of the report.  
 

J Clark advised that there was a slight amendment to section 11.6 of the 
report: 

• The charity referenced ‘Public Concern at Work’ had changed name to 

‘Protect’. 

Members thanked J Clark and her team for their excellent report and work 
over the last 12 months.  
 
 Resolved: 

  The contents of Report 22/156 and specially the Audit Opinion, at Section 12 
of report 22/156, which states that reasonable reliance can be placed on the systems 
of governance, risk and internal control for 2021/22, be noted.  
 
7. ANNUAL REPORT – STRATEGIC RISK MANAGEMENT   
 

There was submitted a report by the Chief Internal Auditor (22/158) providing 
assurance that the Council’s Risk Management Framework is adequate and effective 
and to advise the Audit Committee of the current key strategic risks facing the 
organisation and how these risks are being mitigated and managed.  

 
In response to a question from Bailie McLaren regarding risk SR07 and when 

were civil contingency plans last tested, L Simpson advised that civil contingency 
plans are tested on a regular basis and are constantly being tweaked and refined as 
different circumstances arise. With the new ways of working and the reliance on 
technology, officers are also developing cyber contingency plans.  

 
In response to a question Councillor K Harvey regarding the regularity of 

business risk assessments, L Simpson advised that risk is a standard item on 
management team agendas. Throughout the year, risk practitioners meet regularly to 
discuss performance and planning. There continues to be ongoing communication 
between the Head of Legal and Governance Services and the Policy and 
Governance Group to ensure that processes are constantly being updated and 
refreshed. There has been success in tying risk management and performance 
together to identify areas of continuous improvement. 

 
In response to a question from D Cuthbert regarding the risks associated with 

working from home and if a SWOT analysis had been undertaken, L Simpson 
advised that analysis had been undertaken through workshopping to identify areas of 
risk. The issue of mental health had also been covered by organisational 
development and workforce planning. 

 

Page 7 of 212



 

Councillor S McCole highlighted suggested changes to the Strategic Risk 
Register. At risk SR09, she asked for the Joint Consultative Committee and the Joint 
Negotiating Committee for Teaching Staff to be included in the key controls. Also, at 
risk SR11, she asked for the name of the Health and Safety Joint Consultative 
Committee to be updated to the newly merged Joint Consultative Committee under 
the key controls. L Simpson advised that these areas would be updated before the 
Strategic Risk Register would be published. 

 
In response to a question from Councillor D Illingworth regarding the change 

in risks over the last year, L Simpson advised that high-level risks have been static, 
but financial risks have increased in score due to the increase in demand for different 
services, the cost-of-living crisis, and the need for Council support within a finite 
budget. Climate change and cyber reliance have also become priorities.  

 
 In response to a question from Councillor S McCole regarding the colour coding 
of green risks, L Simpson advised that green risks will not appear on the Strategic Risk 
Register because these risks are being managed and monitored. If a risk were to then 
escalate, it may then appear on the Strategic Risk Register.  She added that the types 
of risks that appear on the Strategic Risk Register are those risks that have a wider 
impact on the organisation, another service, or require another body to help mitigate 
and manage the risk.  

 
 Resolved: 

  The current key strategic risks which have been identified through the 
application of the approved risk management process, be noted.  

 
8. UNAUDITED DRAFT ANNUAL ACCOUNTS 2021/22  
 

There was submitted a report by the Head of Finance (22/157) presenting the 
Council’s draft Unaudited Annual Accounts for the financial year 2021/22 in 
accordance with the Local Authority Accounts (Scotland) Regulations 2014. 

 
In response to a query from Councillor S McCole regarding cash equivalents, 

A O’Brien advised that these cover petty cash, current accounts and short term 
deposits.  
 
 Members thanked the Finance Team for their work in producing the accounts.  
 
 Resolved: 
(i) It be authorised for the Head of Finance to sign the Unaudited Annual 

Accounts. 
(ii) It be noted that the unsigned Audited Annual Accounts will be considered by 

the Audit and Risk Committee on 26 September 2022. 
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AUDIT AND RISKCOMMITTEE 

 
OUTSTANDING BUSINESS STATEMENT (OBS)  

(Report No 22/240) 
 

Please note that this statement sets out outstanding decisions of this committee along with an update and estimated completion date.  Actions 
which are overdue are shaded for ease of reference.  Where an update reflects that an action is complete then the Committee’s agreement will be 
sought to its removal from the OBS. 
 

 

No 
 

Minute 
Reference 

Subject Title Outstanding 
Action 

Update 
 

Lead Officer 
/Service 

Action  
due 

Action 
Expected 

1. 28 June 2022. 
Item 7. 

Annual Report - 
Strategic Risk 
Management 

Update the 
Strategic Risk 
Register before 
publishing: 
 
(i) Risk SR09 – to 
include the Joint 
Consultative 
Committee and the 
Joint Negotiating 
Committee for 
Teaching Staff 
under key controls. 
 
(ii) Risk SR11 - 
name of the Health 
and Safety Joint 
Consultative 
Committee to be 
updated to the 
newly merged 
Joint Consultative 
Committee under 
key controls. 

COMPLETED 
 

Lisa Simpson 27 
September 
2022 

27 
September 
2022 

4
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PERTH & KINROSS COUNCIL 
 

AUDIT & RISK COMMITTEE 
 

27 September 2022 
 

DRAFT AUDITED 2021/22 ANNUAL ACCOUNTS 
DRAFT ANNUAL AUDIT REPORT TO THE MEMBERS OF PERTH & KINROSS 

COUNCIL AND THE CONTROLLER OF AUDIT 
FOR THE YEAR ENDED 31 MARCH 2022 

 
Report by the Head of Finance  

(Report No 22/241) 
 

 
1. PURPOSE 
 
1.1 This report presents the Council’s draft Audited Annual Accounts for the 

financial year 2021/22 in accordance with the Local Authority Accounts 
(Scotland) Regulations 2014. 
 

2. RECOMMENDATIONS 
 

2.1  It is recommended that the Committee: 
 

• approves the Audited 2021/22 Annual Accounts and authorises the 
Leader of the Council, the Chief Executive and the Head of Finance to 
sign them and also authorise the Head of Finance to sign the Letter of 
Representation – see paragraph 5.5. 
 

• Notes the contents of KPMG’s Draft Annual Audit Report to the 
Members of Perth & Kinross Council and the Controller of Audit for the 
year ended 31 March 2022 – see paragraph 6.3. 

 

 
3. STRUCTURE OF THE REPORT 
 
3.1 This report includes the following sections: 

 

• Section 4 -  Background 

• Section 5 -  Draft 2021/22 Audited Annual Accounts 

• Section 6 - Draft Annual Audit Report to the Members of Perth & 
Kinross Council and the Controller of Audit for the 
Year Ended 31 March 2022 

• Section 7 - Conclusions 

 

5
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4. BACKGROUND 
 

4.1 In line with legislative requirements, the Audit & Risk Committee considered 
the Unaudited 2021/22 Annual Accounts on 28 June 2022 (Report No. 22/157 
refers). 
 

4.2 The Unaudited 2021/22 Annual Accounts were then submitted to KPMG, the 
Council’s external auditors on 28 June 2022. 
 

4.3 The Annual Accounts are prepared in accordance with the 2021/22 CIPFA 
Code of Practice on Local Authority Accounting (“the Code”). 
 

4.4 These accounts also comply with the Local Authority Accounts (Scotland) 
Regulations 2014 which revoked the Local Authority Accounts (Scotland) 
Regulations 1985. 
 

4.5 The Unaudited 2021/22 Annual Accounts were available for public inspection 
between 1 July and 21 July 2022 (inclusive).  During this period, KPMG 
received no objections to the draft Unaudited Annual Accounts. 
 

5. DRAFT AUDITED 2021/22 ANNUAL ACCOUNTS 
 
5.1 The audit of the 2021/22 Annual Accounts took place between July and 

September 2022.  The audit considered not only the financial statements but 
also areas such as financial performance and corporate governance. 
 

5.2 Two audit differences were identified during the audit (see page 39 of the 
External Audit report).  One related to a judgemental difference on the 
obsolescence of external works.  This was unadjusted (uncorrected) but has 
no impact on the level of resources available to the Council.  The second 
adjustment was made (corrected) and related to a disclosure note which had 
no impact on the core financial statements.  In addition, there were a few 
minor presentational adjustments. 
 

5.3 Approval of the Accounts at today’s meeting will provide authorisation for the 
Leader of the Council, the Chief Executive and the Head of Finance to sign 
them.  The Draft Audited Accounts (unsigned) are attached to this report at 
Appendix 1. 

 
5.4 The Head of Finance will also sign the Letter of Representation included at 

Appendix 2.  Once signed, the Draft Audited 2021/22 Annual Accounts and 
Letter of Representation will be passed to KPMG so that they may issue their 
opinion in the form of an audit certificate. 
 

5.5 ACTION: The Committee is asked to approve the Draft Audited 2021/22 
Annual Accounts and authorises the Leader of the Council, the Chief 
Executive and the Head of Finance to sign them and also to authorise the 
Head of Finance to sign the Letter of Representation. 
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5.6 All signatures will be provided electronically using a system recognised by 

Audit Scotland that ensure the signings comply with the legislative 
requirements. 
 

6. DRAFT ANNUAL AUDIT REPORT TO THE MEMBERS OF PERTH & 
KINROSS COUNCIL AND THE CONTROLLER OF AUDIT FOR THE YEAR 
ENDED 31 MARCH 2022  

  
6.1 The Draft Annual Audit Report to the Members of Perth & Kinross Council and 

the Controller of Audit for the year ended 31 March 2022 is set out at 
Appendix 3 (the Draft Audit Report).  The Draft Audit Report sets out KPMG’s 
opinions and conclusions on the overall audit and their findings to be reported 
under ISA260: Report to those Charged with Governance.  The Draft Audit 
Report also includes the findings in relation to Perth & Kinross Charitable 
Trusts which were distributed separately to Trustees. 
 

6.2 The key messages from the 2021/22 audit are set out in the Audit 
Conclusions on page 5 of Appendix 3 and are summarised as follows: 

 
Audit Opinion 
 

• KPMG expect to issue an unqualified opinion on the truth and fairness 
of the state of the Council’s affairs as at 31 March 2022. 

 
Financial Reporting Framework, Legislation and Other Reporting 
Requirements 
 

• The Annual Accounts have been prepared in accordance with the 
CIPFA Code and relevant legislation. 

 
Annual Accounts Preparation and Audit Readiness 
 

• The Accounts were provided to KPMG on 28 June 2022.  The 
Council’s finance team continued to perform well in its delivery of high-
quality annual accounts, particularly considering the operational impact 
of Covid-19 

 
Statutory Reports 
 

• There are no circumstances to notify the Controller of Audit that 
indicate a statutory report may be required 

 
Other Communications 
 

• There were no significant difficulties during the audit.  There were no 
other significant matters that were discussed, or subject to 
correspondence with management that have not been included in the 
report. 
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Audit Misstatements 
 

• There were two misstatements identified through the audit (see 
paragraph 5.2 above), one was corrected, and one was uncorrected. 

 
Written Representations 
 

• The letter of representation will be amended to include additional 
representations on the treatment of Heritage Assets.  There were no 
further representations to those that are standard as part of the audit. 

 
6.3 ACTION: The Committee is asked to note the contents of KPMG’s Draft 

Annual Audit Report to the Members of Perth & Kinross Council and the 
Controller of Audit for the year ended 31 March 2022. 
 

6.4 It is anticipated that the final 2021/22 Annual Audit Report to the Members of 
Perth & Kinross Council and the Controller of Audit for the year ended 31 
March 2022 will be issued by KPMG following completion of the final accounts 
process. 
 

7. CONCLUSIONS 
 

7.1 KPMG’s findings on the 2021/22 Audit are set out in the Draft Annual Audit 
Report to the Members of Perth & Kinross Council and the Controller of Audit 
for the year ended 31 March 2022 which is attached Appendix 3 to this 
report.  

 
Author(s) 

Name  Designation Contact Details 

Scott Walker Chief Accountant chxfinance@pkc.gov.uk 
 

Alison O’Brien 
 

Corporate Accounting 
Manager 

 

 
 
 
Approved 

Name  Designation Date 

Stewart Mackenzie 
 

Head of Finance 20 September 2022 

Karen Donaldson Chief Operating Officer 
 

20 September 2022 
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ANNEX 
 
1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND 

COMMUNICATION 
 

Strategic Implications Yes / None 

Community Plan / Single Outcome Agreement  None 

Corporate Plan  Yes 

Resource Implications   

Financial  Yes 

Workforce Yes 

Asset Management (land, property, IST) Yes 

Assessments   

Equality Impact Assessment Yes 

Strategic Environmental Assessment Yes 

Sustainability (community, economic, environmental) Yes 

Legal and Governance  None 

Risk None 

Consultation  

Internal  Yes 

External  None 

Communication  

Communications Plan  None 

 
1. Strategic Implications 

 
1.1. Corporate Plan  

 
1.1.1. The Council’s Corporate Plan 2018 – 2023 lays out five outcome focussed 

strategic objectives which provide clear strategic direction, inform decisions at 
a corporate and service level and shape resources allocation.  They are as 
follows: 

 
(i) Giving every child the best start in life; 
(ii) Developing educated, responsible and informed citizens; 
(iii) Promoting a prosperous, inclusive and sustainable economy; 
(iv) Supporting people to lead independent, healthy and active lives; and 
(v) Creating a safe and sustainable place for future generations. 

 
1.1.2 This report relates to all of these objectives. 

 
2.  Resource Implications 

 
2.1. Financial  

 
2.1.1. There are no direct financial implications arising from this report other than 

those reported within the body of the main report. 
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2.2. Workforce 
 
2.2.1. There are no direct workforce implications arising from this report other than 

those reported within the body of the main report. 
 

2.3. Asset Management (land, property, IT)   
 

2.3.1. There are no direct asset management implications arising from this report 
other than those reported within the body of the main report. 

 
3. Assessments 

 
3.1. Equality Impact Assessment 

 
3.1.1. Under the Equality Act 2010, the Council is required to eliminate 

discrimination, advance equality of opportunity, and foster good relations 
between equality groups.  Carrying out Equality Impact Assessments for plans 
and policies allows the Council to demonstrate that it is meeting these duties. 
 

3.1.2. The information contained within this report has been considered under the 
Corporate Equalities Impact Assessment process (EqIA) and has been 
assessed as not relevant for the purposes of EqIA. 

 
3.2 Strategic Environmental Assessment  
   
3.2.1 The Environmental Assessment (Scotland) Act 2005 places a duty on the 

Council to identify and assess the environmental consequences of its 
proposals. 

 
3.2.2 The information contained within this report has been considered under the 

Act.  However, no action is required as the Act does not apply to the matters 
presented in this report.   

 
3.3 Sustainability  
  
3.3.1 Under the provisions of the Local Government in Scotland Act 2003 the 

Council has to discharge its duties in a way which contributes to the 
achievement of sustainable development. In terms of the Climate Change Act, 
the Council has a general duty to demonstrate its commitment to sustainability 
and the community, environmental and economic impacts of its actions.   

 
3.3.2 The information contained within this report has been considered under the 

Act.  However, no action is required as the Act does not apply to the matters 
presented in this report. 
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4. Consultation 
 
4.1 Internal 
 
4.1.1 The Executive Leadership Team have been consulted in the preparation of 

this report.    
 
2. BACKGROUND PAPERS 
 
2.1 No background papers, as defined by Section 50D of the Local Government 

(Scotland) Act 1973 (other than any containing confidential or exempt 
information) were relied on to any material extent in preparing the above 
report. 

 
3. APPENDICES 
 

Appendix 1 – 2021/22 Draft Unaudited Annual Accounts 
 
Appendix 2 – Letter of Representation 
 
Appendix 3 – Draft Annual Audit Report to the Members of Perth & Kinross 
Council and the Controller of Audit for the year ended 31 March 2022 
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Corporate & Democratic Services 
Chief Operating Officer Karen Donaldson 

 

Appendix 2 

 
 
 
 
 
 
 
KPMG LLP 
319 St Vincent Street 
Glasgow 
G2 5AS 
 
 

 Finance Division 
Head of Service Stewart MacKenzie 
 
 
2 High Street, PERTH, PH1 5PH 
Tel 01738 475500  
 
Contact  Mr Stewart MacKenzie 
  Email: SMackenzie@pkc.gov.uk 
                             www.pkc.gov.uk  
 
Our ref 
 

 
KPMG 

Your ref  

Date 27 September 2022 

 
 
 
 
Dear Sirs, 
 
This representation letter is provided in connection with your audit of the Group and 
council only financial statements of Perth and Kinross Council (“the Council”), for the 
year ended 31st March 2022 for the purpose of expressing an opinion:  
 

 i. as to whether these financial statements, in accordance with the Code of 
Practice on Local Authority Accounting in the United Kingdom 2021-22 give a 
true and fair view of the state of the Group’s and of the Council’s affairs as at 
31st March 2022 and of the Group’s and Council’s income and expenditure for 
the financial year then ended; 

 
 ii. whether the group and council financial statements have been properly 

prepared in accordance with International Financial Reporting Standards as 
adopted by the European Union (“IFRSs”), as interpreted and adapted by the 
Code of Practice on Local Authority Accounting in the United Kingdom 2021-22; 
and   

 
 iii. whether the financial statements have been prepared in accordance with the 

requirements of the Local Government (Scotland) Act 1973, The Local 
Authority Accounts (Scotland) Regulations 2014, and the Local Government in 
Scotland Act 2003. 

 
These financial statements comprise the following: Balance sheets, the Comprehensive 
Income and Expenditure Statements, Movement in Reserves Statements, and Cash 
Flow Statements for the year then ended and the notes, comprising a summary of 
significant accounting policies and other explanatory information. 
 
I confirm that, the representations it makes in this letter are in accordance with the 
definitions set out in the Appendix to this letter. 
 

Delayed Office Opening 
for Employee Training 
This office will be closed from 
8.45 am - 11.00 am on the first 
Thursday of each month. 

5
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I confirm that, to the best of my knowledge and belief, having made such inquiries as I 
considered necessary for the purpose of appropriately informing myself:  
 
Financial statements 
 
1. I have fulfilled my responsibilities, as set out in the terms of the audit engagement 

dated 31 May 2016, for the preparation of financial statements that: 
 

i. give a true and fair view of the state of the Group’s and of the Council own 
affairs as at the end of its financial year and of the Group’s and Council own 
income and expenditure for that financial year ; 

 
ii. have been properly prepared in accordance with International Financial 

Reporting Standards as adopted by the European Union, as interpreted, and 
adapted by the Code of Practice on Local Authority Accounting in the United 
Kingdom 2021-22; and 

 
iii. have been prepared in accordance with the requirements of the Local 

Government (Scotland) Act 1973, The Local Authority Accounts (Scotland) 
Regulations 2014, and the Local Government in Scotland Act 2003. 

 
The financial statements have been prepared on a going concern basis. 
 
2. The methods, the data and the significant assumptions used by me in making 

accounting estimates and their related disclosures are appropriate to achieve 
recognition, measurement or disclosure that is reasonable in the context of the 
applicable financial reporting framework.  

 
3. All events subsequent to the date of the financial statements and for which IAS 10 

Events after the reporting period requires adjustment or disclosure have been 
adjusted or disclosed. 

 
4. The effects of uncorrected misstatements are immaterial, both individually and in 

aggregate, to the financial statements as a whole.  A list of the uncorrected 
misstatements is attached to this representation letter.  

 
Information provided 
 
5. I have provided you with: 
 
 • access to all information of which I am aware, that is relevant to the 

preparation of the financial statements, such as records, documentation and 
other matters;  

 • additional information that you have requested from me for the purpose of 
the audit; and 

 • unrestricted access to persons within the Group and the Council from whom 
you determined it necessary to obtain audit evidence. 

 
6. All transactions have been recorded in the accounting records and are reflected in 

the financial statements. 

Page 126 of 212



 
 

 
7. I confirm the following: 
 

I have disclosed to you the results of my assessment of the risk that the financial 
statements may be materially misstated as a result of fraud. 
 
Included in the Appendix to this letter are the definitions of fraud, including 
misstatements arising from fraudulent financial reporting and from 
misappropriation of assets. 

 
8. I have disclosed to you all information in relation to: 
 
a) Fraud or suspected fraud that I am aware of and that affects the Group and the 

Council and involves:  
 
 • management; 
 • employees who have significant roles in internal control; or 
 • others where the fraud could have a material effect on the financial 

statements; and 
 
b) allegations of fraud, or suspected fraud, affecting the Group and the Council’s 

financial statements communicated by employees, former employees, analysts, 
regulators or others.  

 
In respect of the above, I acknowledge my responsibility for such internal control 
as I determine necessary for the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error.  In particular, I 
acknowledge my responsibility for the design, implementation and maintenance of 
internal control to prevent and detect fraud and error.  

 
9. I have disclosed to you all known instances of non-compliance or suspected non-

compliance with laws and regulations whose effects should be considered when 
preparing the financial statements.  

 
10. I have disclosed to you and have appropriately accounted for and/or disclosed in 

the financial statements, in accordance with IAS 37 Provisions, Contingent 
Liabilities and Contingent Assets, all known actual or possible litigation and claims 
whose effects should be considered when preparing the financial statements.  

 
11. I have disclosed to you the identity of the Group and the Council’s related parties 

and all the related party relationships and transactions of which I am aware.  All 
related party relationships and transactions have been appropriately accounted for 
and disclosed in accordance with IAS 24 Related Party Disclosures. 

 
 Included in the Appendix to this letter are the definitions of both a related party 

and a related party transaction as I understand them and as defined in IAS 24. 
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12. I confirm that: 
 
 • The financial statements disclose all of the key risk factors, assumptions 

made and uncertainties surrounding the Council’s and the Group’s ability to 
continue as a going concern as required to provide a true and fair view and to 
comply with IAS 1 Presentation of Financial Statements.  

 • No material events or conditions exist that may cast significant doubt on the 
ability of the Council and the Group to continue as a going concern. 

 
13. On the basis of the process established by me and having made appropriate 

enquiries, I am satisfied that the actuarial assumptions underlying the valuation of 
defined benefit obligations are consistent with my knowledge of the business and 
are in accordance with the requirements of IAS 19 (revised) Employee Benefits. 

 
I further confirm that: 

 • all significant retirement benefits, including any arrangements that are: 
 • statutory, contractual or implicit in the employer’s actions; 

  • arise in the UK and the Republic of Ireland or overseas; 
  • funded or unfunded; and 
  • approved or unapproved, 
  have been identified and properly accounted for; and 

• all plan amendments, curtailments and settlements have been 
identified and properly accounted for.  

 
14. I confirm that I have appropriately recognised heritage assets, completely and 

accurately, to the extent possible in accordance with FRS 102, Section 34 
Specialised Activities as interpreted and adapted under the Code of Practice on 
Local Authority Accounting in the United Kingdom 2021-22, including any 
revaluation, and confirm that:  

 
•  For those assets not recognised on the Group’s and Council’s Balance 

Sheet, a relevant and appropriate value cannot be obtained at a cost that 
is commensurate with the benefits to users of the financial statements, 
and there is no historic cost information for those assets to otherwise be 
recognised; and  

•  in respect of those assets not recognised on the Group’s and Council’s 
Balance Sheet, in some cases for which an insurance cover amount has 
been obtained, I do not consider the insurance cover amount to be a 
relevant, reliable or appropriate valuation meeting the requirements for 
recognition as set out in the Code of Practice on Local Authority 
Accounting in the United Kingdom 2021-22 and ‘LASAAC Guidance on 
Accounting for Heritage Assets (May 2012)’.  

 
This letter was tabled and agreed at the meeting of the Audit & Resources Committee 
on 27 September 2022. 
 
Yours faithfully, 
 
Stewart MacKenzie 
Head of Finance 
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Appendix to the Board Representation Letter of Perth and Kinross Council: 
Definitions 
 
Financial Statements 
 
IAS 1.10 states that “a complete set of financial statements comprises: 
 
• a statement of financial position as at the end of the period; 
• a statement of profit or loss and other comprehensive income for the period; 
• a statement of changes in equity for the period; 
• a statement of cash flows for the period; 
• notes, comprising a summary of significant accounting policies and other explanatory 

information; 
• comparative information in respect of the preceding period as specified in IAS 1 

paragraphs 38 and 38A; and 
• a statement of financial position as at the beginning of the preceding period when an 

entity applies an accounting policy retrospectively or makes a retrospective 
restatement of items in its financial statements, or when it reclassifies items in its 
financial statements in accordance with IAS 1 paragraphs 40A-40D. 

 
An entity may use titles for the statements other than those used in this Standard. For 
example, an entity may use the title ‘statement of comprehensive income’ instead of 
‘statement of profit or loss and other comprehensive income’.”  
Additionally, the financial statements contain the Council Statement of Financial 
Position, Statement of Changes in Equity, a Statement of Cash Flows and related 
notes.  
 
Material Matters 
 
Certain representations in this letter are described as being limited to matters that are 
material. 
 
IAS 1.7 and IAS 8.5 state that: 
 
“Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the economic decisions that users make on the basis of the 
financial statements. Materiality depends on the size and nature of the omission or 
misstatement judged in the surrounding circumstances. The size or nature of the item, 
or a combination of both, could be the determining factor.”  
 
Fraud 
 
Fraudulent financial reporting involves intentional misstatements including omissions of 
amounts or disclosures in financial statements to deceive financial statement users. 
 
Misappropriation of assets involves the theft of an entity’s assets.  It is often 
accompanied by false or misleading records or documents in order to conceal the fact 
that the assets are missing or have been pledged without proper authorisation. 
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Error 
 
An error is an unintentional misstatement in financial statements, including the omission 
of an amount or a disclosure. 
 
Prior period errors are omissions from, and misstatements in, the entity’s financial 
statements for one or more prior periods arising from a failure to use, or misuse of, 
reliable information that: 
 
• was available when financial statements for those periods were authorised for issue; 

and 
• could reasonably be expected to have been obtained and taken into account in the 

preparation and presentation of those financial statements. 
 
Such errors include the effects of mathematical mistakes, mistakes in applying 
accounting policies, oversights or misinterpretations of facts, and fraud. 
 
 
Management 
 
For the purposes of this letter, references to “management” should be read as 
“management and, where appropriate, those charged with governance”.   
 
Related Party and Related Party Transaction 
 
Related party: 
 
A related party is a person or entity that is related to the entity that is preparing its 
financial statements (referred to in IAS 24 Related Party Disclosures as the “reporting 
entity”). 
 
1. A person or a close member of that person’s family is related to a reporting entity if 

that person: 
• has control or joint control over the reporting entity;  
• has significant influence over the reporting entity; or  
• is a member of the key management personnel of the reporting entity or of a 

parent of the reporting entity. 
 
2. An entity is related to a reporting entity if any of the following conditions applies: 

• The entity and the reporting entity are members of the same group (which 
means that each parent, subsidiary and fellow subsidiary is related to the 
others). 

• One entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of a group of which the other entity is a member). 

• Both entities are joint ventures of the same third party. 
• One entity is a joint venture of a third entity and the other entity is an 

associate of the third entity. 
• The entity is a post-employment benefit plan for the benefit of employees of 

either the reporting entity or an entity related to the reporting entity.  If the 
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reporting entity is itself such a plan, the sponsoring employers are also related 
to the reporting entity. 

• The entity is controlled, or jointly controlled by a person identified in (a). 
• A person identified in (a)(i) has significant influence over the entity or is a 

member of the key management personnel of the entity (or of a parent of the 
entity). 

• The entity, or any member of a group of which it is a part, provides key 
management personnel services to the reporting entity or to the parent of the 
reporting entity. 
 

A reporting entity is exempt from the disclosure requirements of IAS 24.18 in relation 
to related party transactions and outstanding balances, including commitments, with: 

 
• a government that has control or joint control of, or significant influence over 

the reporting entity; and 
• another entity that is a related party because the same government has 

control or joint control of, or significant influence over, both the reporting entity 
and the other entity. 

 
Related party transaction: 
 
A transfer of resources, services or obligations between a reporting entity and a related 
party, regardless of whether a price is charged. 
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Appendix 1 – Schedule of uncorrected misstatements 
 
1. Judgemental unadjusted audit difference for additional obsolescence for external 

works areas of £6,839,000 
 
Debit reserves and credit Property, plant and equipment.  
 
(The specific split of the debit side of the entry between income and expenditure or various reserves is 
not known due to extensive additional analysis required) 
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Audit & Risk Committee 

 
27 September 2022 

 
INTERNAL AUDIT FOLLOW UP 

 
Report by Chief Internal Auditor 

(Report No 22/242) 
 

1. PURPOSE  
 
1.1 This report presents a current summary of Internal Audit’s ‘follow up’ work 

relating to actions due for completion up to August 2022. 
 

2. RECOMMENDATION 
 

2.1  It is recommended that the Committee notes the current position in respect of 
the agreed actions arising from Internal Audit’s work.  
 

 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4:  Background 

• Section 5:  Follow Up Outcomes 

• Appendix 

 

4. BACKGROUND 
 

4.1 The Public Sector Internal Audit Standards (PSIAS) require the Chief Internal 
Auditor to establish a follow-up process to monitor and ensure that 
management actions have been effectively implemented.   
 

4.2 Internal Audit request evidence from Services which confirms that actions 
have been implemented and, therefore, controls have been improved. 
 

5. FOLLOW UP OUTCOMES 
 

5.1 There were 33 actions arising from Internal Audit reports. Of these, 11 had a 
completion date of up to August 2022. Evidence has been provided that 9 
actions have been completed, with 2 actions yet to be fully implemented and 
these are included on the Appendix.  
 

 
Author 

Name  Designation Contact Details 

Jackie Clark 
 

Chief Internal Auditor InternalAudit@pkc.gov.uk  
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APPENDICES 
 

• Appendix 1 Outstanding Actions to August 2022 
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Appendix 1 
 

 Actions with a completion date up to August 2022 which have yet to be completed 

Finding Action  Action 
owner & 
Service 

Date(s) Current status Internal 
Audit 
Opinion 

20-04 - Contracting 
 
Action Point : 1d 
Importance: Medium  
Audit Committee Date: Dec 
2021 
 
There is no Scheme of 
Delegation or other written 
evidence that the Chief 
Executive, the Chief Operating 
Officer or any Executive Director 
has delegated authority to any 
Perth & Kinross Health and 
Social Care Partnership officer 
to enter into a contract on behalf 
of PKC. 
 

The HSCP’s Chief 
Officer/Director should 
make arrangements to 
prepare a Scheme of 
Delegation to any 
officers should they wish 
to authorise anybody to 
enter contracts on their 
behalf.  
 

J Pepper, 
Chief Officer, 
HSCP 

Mar 2022   
Jun 2022 
Dec 2022 

Action is in progress 
and will be complete 
by  December 2022 

Acceptable 

19-02 Digital Strategy 
 
Action Point : 3 
Importance: Medium  
Audit Committee Date: Sep 
2019 
 
 

The Service will ensure 
that findings from the 
Perth and Kinross digital 
maturity assessments 
around digital inclusion 
and awareness are fed 
into the review process 

A Taylor,  
Head of 
Corporate 
Revenues 
and IT 

Dec 2020   
Jun 2021   
Jun 2022   
Dec 2022 

The revised Digital 
strategy has been 
drafted.  It is to be 
submitted to the full 
Council at its meeting 
in December. 

Accepted 

6
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 for the Council’s Digital 
Strategy in 2020. 
 

A working group, led by 
the Head of Corporate 
Revenues and IT was 
established and an 
action plan developed to 
take forward actions 
relating to digital 
inclusion. The release of 
the revised P&K Digital 
strategy was been 
moved to 2022 to allow 
discussions with the 
EOT to take place to 
clarify both the levels of 
Digital Ambition and 
drivers for change such 
as Climate Change; 
Digital Place; Digital 
Economy and Economic 
Regeneration and Digital 
Participation.   
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AUDIT & RISK COMMITTEE 

 
27 SEPTEMBER 2022 

 
INTERNAL AUDIT UPDATE 

 
Report by Chief Internal Auditor 

(Report No 22/243) 
 

1. PURPOSE  
 
1.1 This report presents a summary of Internal Audit’s work undertaken as part of 

the Internal Audit Plans for 2020/21 and 2021/22. 
 

2. RECOMMENDATION 
 

2.1  It is recommended that the Committee notes progress with Internal Audit 
activity. 
 

 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4:  Background 

• Section 5:  Progress Update 

• Section 6: National Fraud Initiative 

• Appendix 

 

4. BACKGROUND 
 

4.1 The Public Sector Internal Audit Standards (PSIAS) require that the Chief 
Internal Auditor reports periodically to the Audit Committee on internal audit 
activity and on performance relative to the approved plan. 
 

4.2 Work has continued on assignments from Perth & Kinross Council’s Internal 
Audit Plans. In addition, work has continued to be undertaken in connection 
with the Internal Audit provision for the Integration Joint Board. 
 

4.3 Work has commenced to ensure that the Council is prepared for the 
forthcoming National Fraud Initiative exercise, with appropriate Privacy 
Notices in place for datasets which are to be shared for data matching, and to 
ensure that Services are prepared to extract the data from Council systems in 
line with the data specifications and the timeframes set by the NFI. 
 

4.4 The team are also involved with a whistleblowing disclosure. If there are any 
control issues highlighted as a result of this investigation, these will be 
considered for reporting to a future meeting of the Audit & Risk Committee. 
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5. PROGRESS UPDATE 
 

5.1 The Service has been unable so far to recruit to the vacant post of Senior 
Internal Auditor. The Service is reviewing options to ensure that these can be 
appropriately resourced as soon as possible.  
 

5.2 As agreed in June’s meeting of the Audit & Risk Committee, some areas of 
work will roll forward for consideration as part of the Internal Audit Plan which 
appears on the agenda for this meeting. 
 

5.3 Appendix 1 shows the status of audits arising from the Internal Audit Plans, 
together with those assignments which will continue into 2022/23.  
 
 

 
Authors 

Name  Designation Contact Details 

Jackie Clark 
 

Chief Internal Auditor InternalAudit@pkc.gov.uk  
 

 
 
APPENDICES 
 

• Appendix 1 Internal Audit Activity 
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Appendix 1 

INTERNAL AUDIT UPDATE 

Internal Audit Activity  

Audit 
No. 

Title Service(s) Status as 
at 
December 
2020 

Audit 
Committee 

2020/21     

A20-07 Violence & 
Aggression 

Education & 
Children’s Services 

Completed September 
2022 

2021/22     

A21-01 Child Protection Education & 
Children’s Services 

Completed June 2022 

C21-02 Climate Change All Services Completed March 2022 

A21-03 Welfare Rights Corporate & 
Democratic 
Services 

Completed June 2022 

A21-04 Partnership Working All Services Deferred to 
2022/23 

 

A21-05 Tay Cities Deal Communities Completed September 
2022 

A21-06 IT Assets All Services Completed June 2022 

A21-07 Agency Workers Communities Completed September  
2022 

A21-08 Payroll Corporate & 
Democratic 
Services 

Deferred to 
2022/23 

 

G21-09 LEADER Communities Completed February 
2022 

G21-10 BSOG Communities Completed N/A 
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1.  Introduction 
 

1.1 The audit of LEADER was undertaken on the instructions of LEADER Delivery 

Team Leader at the Scottish Government in his e-mail on 23 March to the 

Accountable Body (PKC) representative and LEADER Co-ordinator 

accompaniment to PKC’s LAG Annual Confirmation Certificate Report. 

1.2 The e-mail stated: 

“In light of the reduced level of money that almost all areas have claimed for 

since 16 October 2021, we have approached audit and risk colleagues to see 

if it is permissible for some areas not to have to undertake an Internal Audit for 

the current year as part of the CoA requirement. They have agreed to this.  

However, having assessed your claim values since 16 October, you are 

required to ensure that an IA is completed and submitted with the full 

Certificate of Assurance return. 

The selection criteria was: 

• firstly on those who had claimed over £150,000 since 16/10 and; 

• then on those where this was in excess of 25% of their 2020-21 spend. Your 

figure is just over.” 

1.3 The indicative scope was to review regulatory compliance for the LEADER 

projects. 

 

2.  Audit Background Information  
 
2.1  LEADER was a community-led funding programme aimed at increasing 

support to local, rural community and business networks to build knowledge 

and skills and encourage innovation and cooperation in order to tackle local 

development objectives. It was funded by the Scottish Government and the 

European Union, as part of the Scottish Rural Development Programme, with 

other contributions from local partners and organisations.  Grants were 

awarded by Local Action Groups (LAG) to projects that support delivery of a 

Local Development Strategy (LDS). 

2.2  Perth & Kinross Council (PKC) agreed to act as the ‘Lead Partner’ or 

‘accountable body’ on the LEADER project, whereby they entered into a 

Service Level Agreement with the Scottish Government on behalf of the LAG. 

The purpose of the agreement was to define the obligations, duties and 

accountabilities of both parties in regard to the Scotland Rural Development 
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Programme. Included within Annex A of the agreement was the undertaking 

that the Council will provide internal audit coverage of the functions 

undertaken on behalf of the Scottish Government and would submit, as part of 

an annual report, confirmation that there had been compliance with applicable 

Regulations. 

2.3 Internal Audit have carried out seven previous assignments in respect of 

LEADER in which we have undertaken consultancy and audit work 

(Committee reports 16/310 and 17/57 consultancy and  17/386, 19/30, 20/39, 

20-237 and 22/29 refers). 

2.4 This report is the result of our audit work covering the LEADER year ended 15 

October 2022. 

 

3.  Scope and Limitations 
 

3.1 The Service Level Agreement refers to the requirement to comply with all EU 

regulatory requirements but in particular 1306/2013, 907/2014, 259/2008, 

1305/2013 and 1303/2013. The Scottish Government has issued guidance 

which is based on the Regulations. Internal Audit have limited their assurance 

to compliance with that guidance and the service level agreement. 

 

4.  Assessment of the Control Environment  
 

4.1  The table below contains a summary of the findings against each control 

objective and Internal Audit’s assessment of the adequacy and effectiveness 

of the controls in place to meet each of the objectives agreed for this audit. 

Further details, including any improvement actions, are set out in the 

Management Action Plan. 

No. Control Objective Action Rating 

 

Control 
Objective 
Assessment 

5 4 3 2 1 

1 To ensure Regulatory requirements 
are met by reviewing the systems in 
place to deliver LEADER as well as 
the financial processes 

No actions Substantial 

2 Assess compliance with the SLA and 
conduct a review of the controls 
over LEADER projects. 

 

 

No actions Substantial 
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No. Control Objective Action Rating 

 

Control 
Objective 
Assessment 

5 4 3 2 1 

3 To Identify and assess for 
appropriateness the system 
introduced after 31 December 
2021 to manage the LEADER 
projects and electronic and paper 
files and answer any queries from 
the Scottish Government or the 
European Court of Auditors during 
the period that files must be 
retained under the conditions of 
funding. 

No actions Substantial 

 

4.2  The auditor has assessed that substantial assurance can be placed on 

controls overall in relation to LEADER from the audit. Meaning: 

A sound system of governance, risk management and control exists, with 

internal controls operating effectively and being consistently applied to 

support the achievement of objectives in the area audited.  

4.3  A summary of the key findings are provided in section 5, please note 

however, the following areas of good practice which have been highlighted 

during the audit: 

4.4  The LEADER team had a two-person independent review process, using a 

checklist, to ensure all documents required are filed on the Scottish 

Government IT system, Local Actions in Rural Communities system (LARCs). 

Any omissions were corrected. As of 21 July, all of the 71 projects have been 

through this double review.  

4.6 There is segregation of duties over the submission of a claim form for 

drawdown from the Scottish Government.  It is compiled by a LEADER team 

Finance Claims & Admin Officer, checked by a PKC Communities Finance 

Officer, authorised by the Accountable Body (PKC)’s representative, PKC 

Place Manager, and certified on behalf of the Accountable Body by the PKC 

Head of Finance. 

4.7 The LEADER team monitors drawdowns claimed and the amounts received. 

 

5.  Summary of Findings 
 

5.1  Below is a summary of key findings. There are no actions arising from this 
audit.   
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5.2  The systems in place to deliver LEADER, as well as the financial processes, 

were reviewed. There has been no change in systems from last year. There is 

no evidence that regulatory requirements are not being met. 

5.3 Compliance with the Service Level Agreement was reviewed.  There is no 

change in systems from last year. There has been no change to the SLA 

since 2015. There is no evidence that the SLA was not complied with. 

5.4 LEADER requires that arrangements are in place to ensure that any questions 

which arise subsequent to the closure of the LEADER programme can be 

addressed by the Accountable Body. The Head of Finance has been 

nominated as the responsible officer in this regard and the retention of 

LEADER personnel within the Council will assist with this. 

5.5 Areas of good practice were found during the audit. These are documented in 

section 4 above.  

 

6.  Conclusion 
 
6.1  The Internal Audit review is able to place substantial assurance on the overall 

control environment for LEADER. 
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10.  Assessment Definitions 
 
10.1 The following table contains the definitions of the control objective 

assessment. 
 

Control Objective Assessment 

Level of assurance Definition 

Substantial Assurance A sound system of governance, risk management and control 
exists, with internal controls operating effectively and being 
consistently applied to support the achievement of objectives in 
the area audited. 

Reasonable Assurance There is a generally sound system of governance, risk 
management and control in place. Some issues, non-
compliance or scope for improvement were identified which may 
put at risk the achievement of objectives in the area audited. 

Limited Assurance Significant gaps, weaknesses or non-compliance were 
identified. Improvement is required to the system of 
governance, risk management and control to effectively manage 
risks to the achievement of objectives in the area audited. 

No Assurance Immediate action is required to address fundamental gaps, 
weaknesses or non-compliance identified. The system of 
governance, risk management and control is inadequate to 
effectively manage risks to the achievement of objectives in the 
area audited. 

 
10.2 The following table contains the definitions applied by Internal Audit in rating 

audit findings/actions. 
 

Risk Rating for Individual Findings 

Rating Rating 
description 

Definition 

5 Critical Significant observations / major concerns which require 
immediate action. Management will need to add these to the 
appropriate Service risk register 

Issue represents a control weakness which could cause, or is 
causing, severe disruption of the process or severe adverse 
effect on the ability to achieve process objectives 

4 High Significant observations regarding the absence / failure of key 
controls requiring urgent action. Management should consider 
adding these to the appropriate Service / divisional risk 
register 

Issue represents a control weakness which could have, or is 
having, major adverse effect on the ability to achieve process 
objectives 
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Risk Rating for Individual Findings 

Rating Rating 
description 

Definition 

3 Medium Observations regarding the effectiveness of key controls 
requiring reasonably urgent action. Management should 
consider these when updating any divisional / team risk 
registers 

Issue represents a control weakness which could have, or is 
having, significant adverse effect on the ability to achieve 
process objectives 

2 Low Minor observations regarding the adequacy of controls which 
require action to improve the efficiency, effectiveness, or 
economy of operations or which otherwise require to be 
brought to the attention of Senior Management 

Issue represents a minor control weakness with minimal but 
reportable impact on the ability to achieve process objectives 

1 Trivial / Minor Very minor observations which will be raised during the audit 
and may not be included within the final report 

Issue represents a very minor control weakness with 
negligible impact on the ability to achieve process objectives. 
The issue will be raised during the audit and may not be 
included within the final report. 
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Audit & Risk Committee 

 
28 June 2022 

 
INTERNAL AUDIT PLAN 2022/23 

 
Report by Chief Internal Auditor 

(Report No 22/245) 
 
 

1. PURPOSE  
 
1.1 This report presents the strategy for the delivery of Internal Audit and the 

proposed approach for the direction of planned Internal Audit work for 
2022/23. 

 

2. RECOMMENDATION 
 

2.1  It is recommended that the Committee approves the strategy and plan for 
2022/23. 
 

 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4:  Background & Approach  

• Section 5:  Internal Audit Resources 

• Section 6: Planned Internal Audit Activity 
 

4. BACKGROUND & APPROACH 
 

4.1 Internal Audit, as defined in the Public Sector Internal Audit Standards 
(PSIAS), is an independent, objective assurance and consulting activity 
designed to add value and improve the effectiveness of the Council’s 
operations. It helps the Council to accomplish its objectives by bringing a 
systematic, disciplined approach to the evaluation and improvement of risk 
management, control and governance processes. 
 

4.2 The PSIAS require the Chief Internal Auditor to prepare a risk based Internal 
Audit Plan (the Plan) setting out the team’s work programme for up to 12 
months. The Plan should take account of the Council’s objectives, risk and 
performance management arrangements. This Plan covers the remainder of 
the financial year 2022/23. 
 

4.3 The strategy for Internal Audit is to deliver a risk based Internal Audit service 
by designing planned activity around the key risks to the Council achieving its 
objectives. Internal Audit also aims to add value to the organisation by 
ensuring that there is appropriate and enabling risk management, governance 
and controls in place. 

9
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4.4 In order to ensure compliance with the PSIAS requirement of undertaking an 

annual risk assessment, a review of the arrangements which have been put in 
place for the identification and assessment of risks has been undertaken. A 
report by the Head of Legal and Governance was considered by the Audit & 
Risk Committee in June (Report 22/158 and Appendix refer) detailing the 
approach taken in this regard and the corporate risks identified. 
 

4.5 In addition, evidence provided to support the Annual Governance Statement 
has been examined. Information in relation to external inspections by 
regulators and other bodies has also been taken into account, where 
available. 
 

4.6 The Council continues to manage and mitigate the risks arising from the 
impacts of the COVID-19 pandemic. Some assignments included within the 
2021/22 Internal Audit plan were delayed due to a mix of Internal Audit 
resourcing, and on Service’s ability to accommodate Internal Audit activity 
whilst under additional pressure to deliver services. As a result, those 
assignments have been re-considered as part of the review of priorities for 
Internal Audit activity for 2022/23. 
 

4.7 As in previous years, the Internal Audit Plan proposes a thematic approach to 
elements of Council activity and risks assessed. The detailed scope of each 
assignment will be agreed prior to the commencement of each thematic 
review. 
 

4.8 Cumulative audit knowledge and experience has been drawn upon, from our 
knowledge of the organisation, awareness of significant changes in systems 
processes and personnel, previous Internal Audit involvement in areas of 
activity and from our analysis of the risks faced by individual functions in 
delivering their objectives. This has resulted in the identification of some 
specific areas for Internal Audit activity in 2022/23. 
 

4.9 Reports arising from Internal Audit activity will be presented to Audit 
Committee except where the assignments are consultative in nature. A 
summary of the work undertaken will be provided as part of the routine 
Update reports, as agreed in in June 2016 (Report 16/306 refers). The 
outcomes from these assignments will be taken into consideration in arriving 
at future Internal Audit Plans. 
 

5. INTERNAL AUDIT RESOURCES 
 

5.1 Resources available for Internal Audit activity is subject to recruitment activity. 
It is anticipated that this will result in 4 full time equivalent posts available 
within the year. These resources will be available to undertake the Perth & 
Kinross Council and Integration Joint Board Internal Audit Plans; ad-hoc 
advice and consultancy; investigations into fraud and corruption; facilitate the 
National Fraud Initiative and oversee the whistleblowing arrangements.  
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5.2 An allocation of resources is made annually for tasks relating to counter-fraud 
and corruption activity, including the oversight and facilitation of the National 
Fraud Initiative. 

5.3 There is an ongoing requirement for grant claims relating to the Bus Service 
Operators Grant to be completed by Internal Audit. Resources are allocated to 
this to ensure that the grant claim can be verified for submission to the 
Scottish Government. There has also been a requirement for Internal Audit to 
undertake work in connection with the Service Level Agreement in place for 
LEADER.  
 

5.4 An important part of the Internal Audit process is the verifying of the 
implementation of agreed actions arising from Internal Audit reports. An 
allocation of resources is made to support this process and to ensure that 
Elected Members are informed of the status of actions arising from previous 
audit reports. 
 

5.5 The Internal Audit service for the Integration Joint Board is provided jointly by 
officers from Perth & Kinross Council and NHS, with the role of Chief Internal 
Auditor being held by Perth & Kinross Council. Resources are set aside for 
the provision of this Service. 

 
5.6 Furthermore, resources are released to ensure that appropriate professional 

development is undertaken within the team, which includes a professional 
Internal Audit trainee. 

 
5.7 The leaves approximately 60% of audit time to be dedicated to planned audit 

activity. 
 

6. PLANNED INTERNAL AUDIT ACTIVITY 
6.1 The Strategic Risk Register was presented for consideration at the last 

meeting of the Audit & Risk Committee. Internal Audit has had a close 
overview of the arrangements for its development and are therefore able to 
place reliance on its content. The key themes identified for inclusion within the 
Internal Audit Plan for 2022/23 are taken from the Strategic Risk Register, in 
consultation with the Chief Executive.  

  

Theme Strategic 
Risk 

Anticipated / 
Lead 
Service(s) 

Brief Description 

Mosaic 01 Corporate To provide assurance over 
arrangements in place for 
the implementation of the 
Mosaic system 

Climate Change 02 All To provide support, advice 
and challenge to the 
strategic arrangements in 
place to fulfil the Council’s 
climate change duties. 

Partnership 
Working (From 
2021/22) 

04 All To review how the 
Council’s relationship with 
significant partners 
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Theme Strategic 
Risk 

Anticipated / 
Lead 
Service(s) 

Brief Description 

contributes to the delivery 
of outcomes 

Community 
Engagement 

05 Communities To review the effectiveness 
of arrangements in place 
for engaging with 
communities 

IT Assets 06 Corporate & 
Democratic 
Services 

To provide assurance over 
the management of IT 
assets 

Transformation 
and Change 
Reviews 

08 & 10 All To ensure that appropriate 
governance exists to 
facilitate the delivery of the 
Transformation Strategy. 

Payroll (From 
2021/22) 

09 Corporate & 
Democratic 
Services 

To provide assurance over 
the arrangements for 
starters, leavers and 
changes within the payroll 
system. 

 
6.2 There will be an ongoing review of the emerging risks faced by the Council to 

ensure that these themes cover the areas of highest risk in achieving the 
Council’s objectives. 
 

6.3 In addition to the above themes, specific assignments are required to be 
undertaken as follows: 

  

Assignment Service Description 

LEADER Communities Reviewing regulatory compliance 
for the LEADER projects. 

Bus Service 
Operators Grant 
Certification 

Communities Certification of Grant required by 
the Scottish Government 
 

National Fraud 
Initiative 

All Facilitation of the 2022/23 
National Fraud Initiative exercise 

 
 

 
Authors 

Name  Designation Contact Details 

Jackie Clark 
 

Chief Internal Auditor InternalAudit@pkc.gov.uk  
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Audit & Risk Committee 

 
28 June 2022 

 
NATIONAL FRAUD INITIATIVE OUTCOMES 2020/21 AND  

PREPARATIONS 2022/23 
 

Report by Chief Internal Auditor 
(Report No 22/246) 

 
 

1. PURPOSE  
 
1.1 This report presents the reported findings of the 2020/21 National Fraud 

Initiative (NFI) exercise. It also outlines the preparations currently underway in 
respect of the 2022/23 exercise. 

 

2. RECOMMENDATION 
 

2.1  It is recommended that the Audit and Risk Committee notes: 

• The outcomes as reported within the national Audit Scotland report of 
the National Fraud Initiative 2020/21; and 

• The work undertaken in preparation for the 2022/23 exercise. 
 
It is further recommended that the Audit and Risk Committee approves the 
section of Audit Scotland’s self-appraisal checklist relating to those charged 
with governance at Appendix A. 

 
3. STRUCTURE OF REPORT 
 
3.1 This report is structured over the following sections: 
 

• Section 4:  Background 

• Section 5:  2020/21 National Report 

• Section 6: 2022/23 Preparations 

• Section 7: Conclusions 

• Appendix 

 

4. BACKGROUND/MAIN ISSUES 
 

4.1 The National Fraud Initiative (NFI) constitutes a sophisticated data matching 
exercise matching electronic data within and between participating public 
bodies to assist in the prevention and detection of fraud. The Cabinet Office is 
responsible for the administration of the NFI in the UK. The NFI exercise in 
Scotland is Audit Scotland’s data matching exercise that runs every two years 
in line with the published timetable. The Cabinet Office processes the data for 
the NFI in Scotland on behalf of Audit Scotland. This 2020/21 exercise 
represents the seventh NFI data matching to be undertaken in Scotland.  
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4.2 The overall aims of the NFI are to serve the public interest by safeguarding 
public money against losses from fraud or misappropriation and to contribute 
towards the fight against fraud. It improves the use made of public resources 
by identifying anomalies in the data held by different authorities and by 
ensuring that these are highlighted for further investigation. Whilst it is 
designed to detect fraud, it may also identify instances of administration error 
or inaccurate data. 

 
4.3 The NFI exercise helps participating bodies (such as Local Authorities, Police 

Scotland, Scottish Fire and Rescue and the other public sector bodies) to 
identify possible cases of fraud and detect and correct any consequential 
under or overpayments. The NFI also helps Auditors in assessing the 
Council’s arrangements for preventing, deterring and detecting fraud. 

 
4.4 There are broadly three stages in the NFI process: 
 

1. the submission of the required datasets by public authorities and other 
organisations; 

2 the processing of the data (data matching) in order to identify 
anomalies; and 

3 the investigation of the highlighted and reported anomalies. 
 
4.5 The Council is responsible for stages 1 and 3; processing of the data (stage 

2) is carried out under arrangements put in place by the Cabinet Office. 
Reports on the Council’s involvement and responsibilities have previously 
been presented to the Audit Committee. More recently, a progress report was 
presented to the Audit Committee in March 2022 (report 22/65 refers) which 
highlights the outcomes for Perth and Kinross for the 2020/21 exercise. 
 

5. 2020/21 NATIONAL REPORT 
 
5.1 The “outcomes” arising directly from the 2020/21 investigations, as reported in 

Audit Scotland’s National Fraud Initiative in Scotland Report of August 2022, 
are £14.9 million..  

 
5.2 The proportion of the figure attributable to Perth and Kinross Council is  

£25,370.90, as reported previously to Audit Committee (report 22/65).  This 
comprised Benefits outcomes of £869.27, with the remainder identified as 
relating to business rates matches, which was a new addition to the NFI as a 
result of business grants paid as a result of the COVID-19 pandemic. Action is 
taking place, where possible, to ensure that these outcomes are recovered. 

 
6 2022/23 PREPARATIONS 
 
6.1 Audit Scotland’s report provides a self-appraisal checklist which has been 

completed for 2022/23 and actions identified in order to improve 
arrangements are being taken forward. Part A of this checklist is entitled “for 
those charged with governance” and is attached at Appendix 1 for approval by 
the Audit Committee. 
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6.2 Internal Audit is currently liaising with relevant contacts within Services 
concerning 2022/23 requirements and will liaise with the Council’s external 
auditors in due course. 

 
6.3 It is anticipated for 2022/23 as in previous exercises, that additional datasets 

will be requested mid cycle e.g. Council Tax and Electoral register data. 
 
6.4 Data protection legislation requires that individuals whose personal 

information is to be provided for NFI purposes are informed. This is 
undertaken by the provision of privacy notices. Internal Audit will facilitate the 
processes whereby, where appropriate, data subjects are notified of the use 
of their personal data in the exercise for preventing and detecting fraud. In 
addition, Internal Audit will support Services to ensure that the relevant 
datasets are submitted in accordance with the NFI timetable. 

 
6.5 The proposed Council dataset submissions for 2022/23 are: 
 

Dataset Mandatory/Risk 
Based 

Privacy notice 
required? 

Payroll Mandatory Yes 

Pensions (provided by 
Dundee City Council) 

Mandatory Yes 

Housing Tenants Mandatory Yes  

Housing Waiting Lists Mandatory Yes  

Blue badges resident 
parking (transport passes 
and permits) 

Mandatory Yes 

Licenses Mandatory Yes 

Trade creditors (payments 
history) 

Mandatory N/A (not personal 
data) 

Trade creditors (standing 
data) 

Mandatory N/A (not personal 
data) 

Council tax reduction 
scheme 

Mandatory Yes 

Council Tax Mandatory Yes 

 
6.6 A further mandatory dataset is the Electoral Register, however the Committee 

has been informed previously that it is the opinion of the Head of Legal and 
Governance Services that the Council is not permitted to share this 
information for the purposes of NFI. 

 
6.7 A further update report will be presented to the Audit Committee in due 

course.  
 
7 CONCLUSIONS 
 
7.1 Perth & Kinross Council takes seriously its obligations for taking part in the 

NFI exercise and the 2020/21 exercise is now completed. This report outlines 
the reported findings from the 2020/21 National Fraud Initiative exercise and 
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the action being taken by Perth & Kinross Council in response to the 
requirements of the National Fraud Initiative for 2022/23. 

 
Author 

Name  Designation Contact Details 

Jackie Clark 
 

Chief Internal Auditor InternalAudit@pkc.gov.uk  
 

 
 
APPENDICES 
 

• Appendix 1 Part A of Audit Scotland’s Self Assessment Checklist for those 
charged with governance 
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Appendix 1 

Self-appraisal checklists  
 

  

  

  

Part A:   Yes/No/Partly  

For those charged with 

governance  

Is action 

required?  

Who by and 

when?  

Leadership, commitment and communication  
  

1. Are we aware of emerging fraud risks 

and taken appropriate preventative and 

detective action?  

 Yes  No   

 2. Are we committed to NFI? Has the 

council/board, audit committee and 

senior management expressed support 

for the exercise and has this been 

communicated to relevant staff?  

 Partly Support for NFI 

requested of 

Elected 

Members of the 

Audit & Risk 

Committee in 

this paper 

 Chief Internal 

Auditor  

September 2022 

3. Is the NFI an integral part of our 

corporate policies and strategies for 

preventing and detecting fraud and 

error?   

 Yes  No   

4. Have we considered using the point 

of application data matching service 

offered by the NFI team (AppCheck), 

to enhance assurances over internal 

controls and improve our approach to 

risk management?   

 Yes  No   

5. Are NFI progress and outcomes 

reported regularly to senior 

management and elected/board 

members (e.g., the audit committee or 

equivalent)?   

 Yes  No   

10
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6. Where we have not submitted data or 

used the matches returned to us (e.g. 

council tax single person discounts), are 

we satisfied that alternative fraud 

detection arrangements are in place  

  Yes. A separate 

exercise is 

ongoing within 

Revenues & 

Benefits to ensure 

that Single Person 

Discounts are 

appropriate 

  

 Yes – the 

exercise needs 

to be completed 

 Service 

Manager 

(Revenues, 

Benefits & 

Welfare Rights) 

December 2022 

and that we know how successful they 

are?   

Not yet Yes – once the 

exercise in 

completed, the 

outcomes will be 

reported to Audit 

& Risk 

Committee 

February 2023 

7. Does internal audit, or equivalent, 

monitor our approach to NFI and our 

main outcomes, ensuring that any 

weaknesses are addressed in relevant 

cases?   

 Yes No    

8. Do we review how frauds and errors 

arose and use this information to 

improve our internal controls?   

 Yes No    

9. Do we publish, as a deterrent, 

internally and externally the 

achievements of our fraud investigators 

(eg, successful prosecutions)?  

 Not applicable 

  

 No   
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