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SECTION 4 
EFFECTIVE FINANCIAL MANAGEMENT
4.1 THE SCOTTISH PUBLIC FINANCE MANUAL

The primary document that governs all matters relating to public finance and reporting in Scottish public bodies is the Scottish Public Finance Manual (SPFM).

The SPFM provides guidance to your public body and its sponsor Department on the proper handling of public funds.  It is mainly designed to ensure compliance with statutory and parliamentary requirements (in particular, the Public Finance and Accountability (Scotland) Act 2000), promote value for money and high standards of propriety, and secures effective accountability and good systems of internal control.  It covers a wide range of areas such as:

· Accountability;

· Procurement;

· Risk management;

· Appraisal and evaluations of major investments; and

· Budget management and monitoring.

It is essential that the Board has processes and systems in place to ensure compliance with the SPFM. Board members should look to the staff of the public body for advice and assurance that the SPFM is being complied with but should be aware of the areas covered by the SPFM and have access to a copy for reference purposes.

4.2 BUDGETING IN A PUBLIC BODY


What is a budget?
 TC  "What is a budget?" \l 1 
;
A budget is concerned with two key elements - what is to be produced (outputs and their relationship to outcomes) and at what cost (inputs).  It can be defined in different ways:

•
a plan quantified in monetary terms, prepared and approved prior to a defined period of time, usually showing planned services to be delivered, income to be generated and/or expenditure to be incurred during that period and the capital to be employed to attain a given objective.

•
a management plan which shows the forecast resources required to achieve an agreed level of service activity.

How are budgets set?

The resources allocated to bodies by Scottish Ministers are determined as part of the Spending Review process.  Spending reviews normally take place biennially with the last year of one Spending Review becoming the first year of the next. Thus Spending Review 2002 set plans for 2003-04, 2004-05 and 2005-06, while Spending Review 2004 revised plans for 2005-06 and set new plans for 2006-07 and 2007-08.   

This process dovetails with the United Kingdom Spending Review which sets the overall Scottish budget for each Spending Review period. After deduction has been made for the costs of the Scotland Office plus the Scottish Parliamentary Corporate Body and Audit Scotland, the Executive has full discretion to decide how the Scottish budget should be divided between its various portfolios and programmes.  Scottish Ministers’ decisions on these allocations are underpinned by detailed material submitted by individual spending Ministers on the resources they consider necessary for the period under review and the outcomes that can be delivered. Adjustments to the budgets of bodies in the period between reviews may be considered by the Scottish Ministers on an ad-hoc basis. The grant-in-aid necessary to support the agreed budgets of bodies is authorised by the Scottish Parliament in the annual Budget Act.
Bodies will normally be expected to provide supporting material to the sponsor Department as part of the latter’s contribution to both the Spending Review and the annual budgetary process.  Wherever possible, this should be done as part of their own annual planning arrangements and they should therefore take all reasonable steps to harmonise the planning process with those of the Spending Review and annual budgetary process.

The starting point for the body’s own budgeting process should be its Corporate Plan which sets out forward projections of resources required for each area of work. Setting a budget is not a one-off activity but part of an ongoing process of management, planning and control. A budget is normally drawn up for 12 a month period and represents the quantification of the first year in a public body’s three year corporate plan.
While terminology and detailed approach may vary, the corporate planning process should be broadly as follows:

Figure 4.1  The Feedback Loop




;

Aims and Objectives
The remit of a body is to achieve agreed objectives and to be formally held to account annually for performance and spending on behalf of the taxpayer.  Aims and objectives are normally long run and stated in broad terms in a Corporate Plan.


Operational or Business Planning

The next planning level down involves devising plans or strategies to implement the aims and objectives at the operational level.  This process should result in a defined set of activities, a set of realistic and measurable activity targets, outcomes and a statement of expected results.


Budgeting
Once decisions have been made about how the planned objectives are to be achieved, these can be expressed in financial terms. Planned expenditure/use of resources for the year is matched with expected income from grant-in-aid and other sources.  Opportunities to make efficiency improvements that will release savings that can be re-invested back in to the delivery of services should be explored and built in to budgets.


Implementation
Ministers should write to public bodies at least annually setting out the policies and priorities which they wish them to pursue. Where a public body receives  grant-in-aid, this is most commonly done through a grant-in-aid letter issued in advance of the financial year. The grant-in-aid letter confirms the resources that Ministers have allocated to the body and sets out the priority areas of work that Ministers wish the body to pursue. Where a public body does not receive grant-in-aid an equivalent letter should be received from the Minister covering the priority areas to be pursued. The letter should draw on material from the corporate plan and the Spending Review and any further instructions from Ministers.

Monitoring 
Plans and budgets must be continuously monitored.  Regular monitoring reports should be produced both for internal purposes and to meet the information needs of the Board and the sponsor Department.


Control
Any variations between actual spending/use of resources and performance, and planned spending/use of resources and performance must be investigated, and action taken to bring the plan and budget back under control or to change the planning assumptions, if appropriate.  

The results of the planning, monitoring and control process for one year should inform the process for the following year. 


What process is involved?

There are a number of key stages in any budget setting process.  Typically these are:

•
agreement of the budget period (i.e. the period of time for which the budget is to be prepared);

•
agreement of the budget centres, the responsible managers and appropriate delegated authorities;

•
arrangements for overseeing the preparation of the budget;

•
publication and distribution of key budget policies and assumptions;

•
preparation and distribution of guidelines for the production of the budget;

•
identification of key constraints;
•
identification of potential efficiency savings;

•
preparation of resource and capital budgets;

•
presenting the budget to the appropriate channel for approval; 
and

•
communicating the approved budgets to relevant managers/staff.


What is the role of the Board in the budget setting process?

Typically the Board of a public body will be responsible for the approval stages in the process, approving the Corporate Plan and possibly the Operational Plans as well, before submission to the sponsor Department.  The Board should then receive regular financial reports (at least quarterly) showing expenditure/use of resources against planned budgets and progress towards financial targets including projected efficiency savings.  Board members should provide the ‘challenge function’, carefully scrutinising plans and underlying assumptions. 

4.3
BEST VALUE, EFFICIENT GOVERNMENT & RELOCATION
The public sector reform agenda is based on the following key elements;

· user focus and personalisation
· quality and innovation

· efficiency

· joining up; and

· strenghtening accountability.

As a Board member, you will champion the public service reform agenda within your body by focusing on three key compnents of this agenda;

· Best Value

· Efficient Government; and

· Relocation.


Best Value

As a Board member, you should always bear in mind the need for your public body to continually secure Best Value in the performance of its functions.  In a tight financial climate, service improvements may need to be funded from internal efficiencies.
Fig. 4.2. Best Value: A common framework for continous improvement in public services in Scotland.

[image: image1.png]
The Scottish Public Finance Manual requires all public bodies to promote the efficient and effective use of staff and other resources in accordance with the principles of Best Value. Furthermore, in those public bodies with Accountable Officers, these officers also have a duty to secure Best Value for their organisation and should put in place appropriate arrangements to do this (see Section 3.4 for further details of the role of Accountable Officers). As a non-executive Board member, you have a key role to play in ensuring that your body and its Accountable Officer complies with the Best Value framework outlined at Figure 4.2.


Best Value is about continuous improvement in the performance of the organisation’s functions.  
The Best Value principles complement good governance standards and offer a sound approach to running a public service organisation. A Best Value organisation should demonstrate that it has appropriate systems in place and that its operations deliver value for money.  Best Value is part of Audit Scotland’s annual audit of public service organisations and the Auditor General for Scotland will expect to see evidence that a Best Value approach is being taken and results obtained.  Guidance on Best Value is available on the Scottish Executive website at  (http://www.scotland.gov.uk/Topics/Government/14838/12310).
Efficient Government
The present Efficient Government Plan contains five workstreams where work is being taken forward right across the public sector in order to create a more efficient public sector. These are:
· procurement;


· asset management;


· shared support services;


· absence management; and


· streamlining bureaucracy.
Efficient Government is focused on the sound management of resources and ensuring that public bodies continually review their operations to identify opportunities for efficiency improvements.  Efficiency improvements are about improving the ratio of resource inputs to outputs and can be made in any area, including the administration and delivery of services and in the procurement of goods and services.  By making efficiency savings, more resources are available for re-investing in the delivery of services. 
Opportunities for efficiency improvements within your body should be identified as part of the annual corporate and business planning processes and an Efficiency Plan should be drawn up for the body. As a Board member you should ensure that such opportunities are being identified and that arrangements are in place for measuring, monitoring, and reporting the delivery of efficiency savings to the Board.  The annual report should include a statement on how the organisation has performed in delivering their efficiency targets.

Public bodies should also have efficiency performance indicators (such as a range of input:output ratios) that will allow them to routinely monitor the efficiency of their operations.
Relocation

Relocation policy is another policy related to Best Value and Efficient Government.  The Relocation Policy covers all sponsored public bodies and is a policy which Ministers will expect compliance on from Boards.  The policy aims to disperse public sector jobs from Edinburgh in a cost-effective way that can bring the benefit of government-sponsored jobs to areas of particular social and economic need.  Location reviews are triggered by the creation or reorganisation of bodies, as well as by property events (such as lease breaks).  Reviews are led by the Relocation Support Team within the Executive, and Ministers’ will expect Members to have regard to this policy in decisions they make on the most efficient and effective way of delivering services.

4.4
THE ANNUAL REPORT AND ACCOUNTS2
The Board is responsible for approving the annual accounts and ensuring that the Minister is provided with the annual report and accounts to be laid before the Scottish Parliament.   The accounting requirements for a public body will normally be set out in its founding legislation and/or its Management Statement and Financial Memorandum.  On that basis, the Scottish Executive will issue an Accounts Direction, that will set out the form and content of the accounts.  

Public bodies are required by the Scottish Executive to produce an annual report and, where they manage their own budget,  accounts as the primary means of reporting on their activities to Ministers’, the sponsor Department, the Scottish Parliament and the public.  

Annual reports must contain certain key information, typically including:

•
information about the body and its objectives;

•
achievements and performance against key targets;

•

contribution towards Efficient Government;

•
performance against any Scottish Executive quality initiatives; and

•
business prospects and corporate strategy.

The format of the Report is not fixed and the use of photographs and graphs as well as narrative is recommended. You should have been provided with a copy of the latest Annual Report and, where appropriate, Accounts as part of your induction pack.  If not, you can easily obtain one from the public body concerned.  The Accounts are subject to scrutiny by external audit.  External audit arrangements are covered in Section 4.9.

4.5
PERFORMANCE MEASUREMENT AND REPORTING

Public bodies play an important role in the delivery of public services and with Executive Agencies are key components in the Scottish Executive’s programme for modernising service delivery.  It is imperative, therefore, that your organisation can show that its resources have been used effectively and efficiently in the delivery of high quality services.  Efficiency indiators and  performance measurement and business targets are an essential tool to help focus on what is required and review how resources have been managed and objectives met.

Key targets are agreed as part of the planning process with the sponsor Department and performance is reported against those targets.  These should include targets for efficiency and effectiveness of operations and quality of service provided.  Public bodies should contribute to the Scottish Executive’s Efficient Government programme by identifying specific projects that will deliver efficiency improvements. Such improvements should be quantified and measured.

Your organisation should ensure that robust systems are in place to monitor performance against these targets.  A report on the extent to which performance targets have been achieved should be incorporated into your organisation’s Annual Report, where appropriate giving a summary of trends over a five-year period.

Policy and Financial Management Reviews or Alternative Review Processes.

External Best Value Audits of individual bodies will provide Ministers with the assurance that each public body is considering accountability, governance, structure and funding arrangements on an ongoing basis. 

In addition all public bodies will be subject to a Policy and Financial Management Review (PFMR), or alternative review process, which will assess public bodies in such as way as to satisfy Ministers’ that: 
•
the functions of the body under review are still necessary;

•
the public body model is the best way of delivering those functions;

•
the work of the body contributes to both Departmental and Scottish 
Executive objectives; and

•
any opportunities for quality, efficiency and productivity improvements in 
the organisation and operations of the bodies covered by the review have 
been identified and considered, including a location review and an 
assessment of opportunities for joining up services.

The Minister will report the outcomes of this review to the Scottish Parliament.  You should find out from your Chair when the last  review, was undertaken and obtain a copy of the Report.  You may wish to check to see if the recommendations contained in the Report have been implemented, or form part of an action plan in the process of being implemented. Any changes to the current review process will be notified to all public bodies by the Scottish Executive.
4.6
RISK MANAGEMENT AND INTERNAL CONTROLS

What is risk?

Risk is the chance of things going wrong.   As individuals, our experience of risk is an unavoidable fact of life and it does not matter how carefully we try and plan things and whatever precautions we take, the likelihood is that every now and again things will still go wrong.  The situation is very similar for organisations, except the stakes are often higher and so the cost of things going wrong can often be far greater.
Public bodies are required to provide an Annual Statement of Assurance on Internal Controls in order to comply with best practice as recommended by the Turnbull Committee Report (Section 2.2).  As part of that process, Directors (in the case of public bodies, the Board) are required to review, at least annually, the effectiveness of all controls, including financial, operational and compliance controls.  Organisations need to show that they have established and maintained effective and on-going procedures for identifying, evaluating and managing business risks.


What risks does your organisation face?

Every public body is responsible for identifying its own list of risks.  The following list sets out (for illustrative purposes) a list of potential  risks that may be faced by a public body:

•
Poor strategic planning process with failure to determine and communicate an appropriate and focused strategy;

•
Loss of Ministerial confidence;

•
Change in Government funding policy results in a drop in real income;

•
Unanticipated fluctuation in demand for services;

•
Impact of new legislation resulting in the need to do new things, or do things in a different way (e.g. Working Time Directive);

•
Failure to attract, develop and retain high quality staff;

•
Failure to adhere to employment legislation and standards of good practice with resultant damage to reputation;

•
Inability to expand and change to meet new challenges;

•
Failure to exercise budgetary control;

•
Failure to identify future liabilities and needs:  for example,staff costs rising ahead of funding, a pensions deficit etc;

•
Failure to meet liabilities; 

•
Significant costs incurred not included in financial plans;

•
Failure to comply with statutory requirements leading to prosecution - for example, the Data Protection Act and related legislation;

•
Failure to actively manage positive and negative publicity and/or failure to maximise benefits from positive publicity;

•
Failure to effectively manage health and safety, with consequent risk or damage to staff;

•
Potential litigation, including possible punitive damages leading to damage to reputation and/or jeopardising future income;

•
Press criticism arising from perceived corporate governance weakness or non-compliance;

•
Loss of movable assets;

•
Major IT disaster – loss of information or use of central hardware; and

•
Failure to provide accurate and complete operational management information.

It is because of the regular experience of things going wrong that it is crucial to take steps to identify and manage risks, minimise the risk of adverse consequences and prepare contingency plans.


Why is risk assessment and risk management important to 
organisations?
Organisations have a set of aims and objectives and the responsibility for achieving these rests with management.  Furthermore, the environment within which organisations work is constantly changing and so these aims and objectives are constantly being refined and redefined; this only adds to the uncertainty and to the risk that organisations are already subjected to.

In order to achieve its objectives, senior management in the organisation must identify the risks associated with not achieving these objectives and establish risk ownership – i.e. allocate the assessment and management of risk to a specific manager. This manager then has the responsibility for matching controls to these risks in order to minimise or avoid these risks altogether. He/she is also charged with the responsibility of implementing these controls, and monitoring their effectiveness and continued relevance.


What is the role of the Board in risk management?

The Board should ensure that there is a system in place for continuous risk management in the public body which extends from the front line services through to the Board.  This involves having a framework of prudent and effective controls in place to enable risks to be assessed and managed.  The Board itself should regularly review key business risks affecting the organisation.

4.7
INTERNAL AUDIT.

What is Internal Audit?

Internal Audit is a type of management control.  It is an internal appraisal service, established by the management of an organisation, which reviews the internal control system.  It should objectively examine, evaluate and report on the adequacy of internal control as a contribution to the proper, economic, efficient and effective use of resources.  To achieve full effectiveness, the scope of the internal audit service should provide an unrestricted range of coverage of the organisation’s operations.   The internal auditors should have sufficient authority to allow them access to such assets, records and personnel as are necessary for the proper fulfilment of their responsibilities and report to the Board where they feel it is necessary.

4.8
AUDIT COMMITTEES

Where a Board is responsible for budget expenditure, best practice dictates that Audit Committees must be established to advise the Board on internal control (including corporate governance) and audit matters.  An Audit Committee can:

•
promote the understanding of audit’s role and status within the organisation;

•
enhance the independence and perceived value of internal audit;

•
provide a forum for senior management to discuss internal control including issues raised by internal and external audits;

•
assist the Head of Internal Audit in judging priorities; and

•
aid the co-ordination of internal audit, external audit and any other consultancy and inspection reviews.


The Audit Committee should:

•
be a formal sub-committee of the Board;

•
have at least three non-executive members, under the chairmanship of a non-executive member who should be someone other than the Chair of the public body or of any other sub-Committee of the Board;

•
have a clear programme of work and arrange its meetings to ensure 
effective delivery of that programme
•
encourage the Accountable Officer, Head of Internal Audit and Director of Finance to attend meetings (though not as members of the Audit Committee);

•
meet external auditors at least once a year; and

•
have written terms of reference.

Items for discussion at committee meetings may include:

•
the Head of Internal Audit’s annual report to the Accountable Officer;

•
the audit needs assessment and the resource implications arising therefrom;  

•
findings from audit assignments;

•
major policy issues and their implications for internal control;

•
the plans and findings of external audit;

•
corporate governance compliance;

•
adequacy of risk management arrangements; and

•
arrangements for securing Best Value, regularity and propriety; and 

•        arrangements for delivering efficiency savings.

An example of a checklist is attached at Appendix 4.1 and there is also extensive guidance on Audit Comittees contained within the Scottish Public Finance Manual..This will help you evaluate the adequacy and effectiveness of your organisation’s Audit Committee.

4.9
EXTERNAL AUDIT


Who are the external auditors of public bodies in Scotland?

The Auditor General for Scotland is the external auditor of a number of public bodies.  The  Auditor General may appoint himself, a member of the staff of Audit Scotland or an appropriately qualified professional firm as the auditor of your body. 

Where a public body is incorporated under the Companies Acts, the auditor is appointed by the members of the company (i.e. the Board members). 


What is a Financial Audit?

A financial audit undertaken by the Auditor General is conducted in accordance with the Public Finance and Accountability (Scotland) Act 2000 and the Code of Audit Practice issued by Audit Scotland on behalf of the Auditor General and the Accounts Commission.  The appointed auditor will:

•
issue an opinion as to whether the accounts give a true and fair view of the state of affairs of the public body at the year end and of its income and expenditure for the year and whether the accounts have been prepared in accordance with any applicable legislation and accounts direction;

•
issue an opinion (known as the “regularity” opinion) as to whether the income and expenditure has been properly received or incurred in accordance with legislation, the Budget Act for the relevant year and any other guidance issued by the Scottish Ministers;

•
review the Statement on Internal Control prepared by the body and report if it is not in accordance with the auditor’s understanding of the body;

•
consider the body’s governance arrangements and arrangements for prevention and detection of fraud; and

•
provide reports to the Board,  Audit Committee and/or management on matters arising during the course of the audit.
On completion of the audit, the appointed auditor sends a copy of the accounts and the audit opinion to the  Auditor General.  The  Auditor General may then add a report of his own (for example, on a qualification of the auditor’s opinion or other matter drawn to his attention by the auditor) before sending the accounts and reports to the Scottish Ministers for laying before the Parliament.

What is Performance Audit?

Performance audit involves looking at the performance of an audited body and includes VFM audit which is an examination of the economy, efficiency and effectiveness with which a body has used its resources to carry out its functions. 

The Auditor General has wide powers to conduct studies and these can include a study of one issue at a public body, a general study of the performance of a public body or a study looking at comparative performance across a group of public bodies.  Studies may be conducted by central Audit Scotland staff, the appointed auditor, consultants or any combination thereof.

On completion of a study, the draft report will be discussed with the public body to ensure factual accuracy and, once finalised, the report will be laid before Parliament and published with an accompanying Press Release.
What access does the Auditor General have to information in your organisation?

For many executive NDPBs, the founding legislation provides that the Auditor General will appoint the auditor. In such circumstances, the  Auditor General has a statutory right to carry out his VFM examination.  Under Section 24 of the Public Finance and Accountability (Scotland) Act 2000, the Auditor General has a statutory right of access at all reasonable times to all the documents that he reasonably requires provided that the documents are in the custody or under the control of the organisation being examined.  The Auditor General is also entitled to any assistance, information or explanation which he reasonably thinks necessary for the purposes of an audit or study.

Where the Auditor General is not the auditor of an executive NDPB nor appoints the auditor, he should have rights, either under statute or by agreement, to carry out an inspection of the NDPB’s use of its resources.  The expenses of most advisory and other non-executive NDPBs will be subject to audit by the Auditor General or auditors appointed by him as they are included in the accounts of their sponsor Department.

4.10 THE AUDIT COMMITTEE OF THE SCOTTISH PARLIAMENT

The Audit Committee of the Scottish Parliament is one of the committees established under the Standing Orders of the Parliament.  The Audit Committee uses the reports of the Auditor General, which are laid before the Parliament, as the basis for conducting enquiries.  It is chaired by a senior member of the Opposition and conducts its business on non-party political lines.

How does the Audit Committee work?

The key stages in the process whereby the Auditor General’s reports are considered by the Audit Committee are as follows:

•
the Auditor General’s report is discussed with the body concerned and the facts are agreed;

•
the report is laid before Parliament and published together with a Press Release;

•
if an enquiry is to be conducted by the Audit Committee, witnesses will be called to give evidence.   The principal witnesses will usually be the Accountable Officer of the body and the Accountable Officer of the sponsor Department.  However, it is possible that the Chair or indeed any Board member of a public body may be required to appear as a witness;

•
the Audit Committee session takes place in the Scottish Parliament and will be in public;

•
after the evidence session, the Committee drafts and approves a report which is published; and

•
a formal response to the Committee’s report is provided by the Scottish Executive (or by the body in consultation with the Executive) within two months of the Committee’s report being published.
Appendix 4.1 Audit Committee Checklist
Composition, Establishment and Duties of Audit Committees

	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments Action

	1.1
	Does the Audit
	
	
	
	

	

	Committee meet regularly, at least three times a year?
	
	
	
	

	1.2
	Does at least one of

the Audit Committee members have a financial background?
	
	
	
	

	1.3
	Does the Audit
	
	
	
	

	
	Committee have written terms of reference?
	
	
	
	

	1.4
	Are the terms of reference adopted by the full board and reviewed annually?
	
	
	
	

	1.5
	Are the Audit
	
	
	
	

	
	Committee members independent of the management team?
	
	
	
	

	1.6
	Are new Audit
	
	
	
	

	
	Committee members provided with some form of training?
	
	
	
	

	1.7
	Does the Audit
	
	
	
	

	
	Committee’s Terms of
	
	
	
	

	
	Reference include:
	
	
	
	

	
	reviewing internal control?
reviewing Internal Audit? 

reviewing External Audit? 
reviewing the Standing  Orders and Standing Financial Instructions?
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments Action

	1.8

	ensuring that the Audit Committee operates within any relevant guidance/circulars

issued by the Scottish Executive?

reviewing schedules of losses and

compensations?

reviewing annual accounts?

Does the Audit Committee report regularly to the board?
	
	
	
	


Compliance with the Law and Regulations

	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	2.1
	Does the Audit Committee have a mechanism to keep it aware of topical legal and regulatory issues?
	
	
	
	


Internal Control

	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	3.1




3.2
	Does the Audit Committee monitor that risk is controlled and possible litigation avoided?

Does the Audit Committee require an annual assurance report by the Chief Internal Auditor?
	
	
	
	


Internal Audit
	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	4.1
	Does the Head of
	
	
	
	

	
	Internal Audit attend meetings of the Audit
	
	
	
	

	
	Committee.
	
	
	
	

	4.2
	Does the Audit
	
	
	
	

	
	Committee review annually the Internal
	
	
	
	

	
	Audit strategic and annual plans?
	
	
	
	

	4.3
	Does Internal Audit have a direct line of reporting to the Audit
	
	
	
	

	
	Committee?
	
	
	
	

	4.4
	Has the Audit
	
	
	
	

	
	Committee considered the appropriate level of detail it wishes to

receive from Internal
	
	
	
	

	
	Audit?
	
	
	
	

	4.5
	Does the Audit
	
	
	
	

	
	Committee receive periodic reports from the Chief Internal
	
	
	
	

	
	Auditor?
	
	
	
	

	4.6
	Are the follow up audits by Internal Audit monitored by the Audit
	
	
	
	

	
	Committee?
	
	
	
	

	4.7
	Does the Audit
	
	
	
	

	
	Committee hold periodic private discussions with the
	
	
	
	

	
	Chief Internal Auditor?
	
	
	
	

	4.8
	Does the Audit
	
	
	
	

	
	Committee review the adequacy of staffing and resources of Internal
	
	
	
	

	
	Audit?
	
	
	
	


Internal Audit (continued)
	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	4.9
	  Has the Audit
	
	
	
	

	
	Committee evaluated   
  whether the Internal
	
	
	
	

	
	  Audit service complies   

  with any mandatory audit  
  standards?
	
	
	
	

	4.10
	Are any Internal Audit performance measures monitored?
	
	
	
	

	4.11
	Do formal terms of reference exist defining
	
	
	
	

	
	Internal Audit’s objectives, responsibilities,

authority and reporting lines?
	
	
	
	

	4.12
	Is there appropriate co-operation between the
	
	
	
	

	
	  Internal and External
	
	
	
	

	
	 Auditors?
	
	
	
	


External Audit
	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	5.1
	Does the External
	
	
	
	

	
	Auditor attend meetings of the Audit Committee?


	
	
	
	

	5.2
	Does the External
	
	
	
	

	
	Auditor discuss his audit plan and strategy with the Audit Committee?
	
	
	
	

	5.3
	Has the Audit
	
	
	
	

	
	Committee discussed the VFM programme with the External
	
	
	
	

	
	Auditor?
	
	
	
	

	5.4
	Does the Audit
	
	
	
	

	
	Committee receive and monitor actions taken in respect of prior year
	
	
	
	

	
	VFM studies?
	
	
	
	

	5.5
	Does the Audit
	
	
	
	

	
	Committee review the
	
	
	
	

	
	External Auditor’s report?
	
	
	
	

	5.6
	Does the Audit
	
	
	
	

	
	Committee hold periodic private discussions with the External Auditor?
	
	
	
	

	5.7
	Does the Audit
	
	
	
	

	
	Committee assess the performance of External
	
	
	
	

	
	Audit?
	
	
	
	


Administrative Arrangements
	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	6.1
	Does the Audit
	
	
	
	

	
	Committee have a secretary who is a senior officer?
	
	
	
	

	6.2
	Are Audit Committee papers distributed in sufficient time for members to give them due consideration?
	
	
	
	

	6.3
	Are Audit Committee meetings scheduled prior to important decisions on specific matters (within the locus of the Audit
	
	
	
	

	
	Committee) being made?
	
	
	
	

	6.4
	Is the timing of Audit
	
	
	
	

	
	Committee meetings discussed with all the parties involved?
	
	
	
	

	6.5
	Is the Audit
	
	
	
	

	
	Committee role in the approval of the annual accounts clearly defined?
	
	
	
	

	6.6
	Is an Audit Committee meeting scheduled to discuss proposed adjustments or issues arising from the audit?
	
	
	
	

	6.7
	Does the Audit
	
	
	
	

	
	Committee annually review the accounting policies of the public body?
	
	
	
	


Other Issues
	Ref.
	Good Practice
	Yes
	No
	N/A
	Comments/Action

	7.1
	Has the Audit
	
	
	
	

	
	Committee considered the costs of running the committee and are the costs appropriate to the perceived risks and the benefits?
	
	
	
	

	7.2
	Does the Audit
	
	
	
	

	
	Committee assess its effectiveness periodically?
	
	
	
	

	7.3
	Does the Annual
	
	
	
	

	
	Report and Accounts include a description of the Audits Committee’s establishment and activities?
	
	
	
	


Aims (or mission) and objectives





Implementation





Operational planning





Budgeting





Monitoring





Control





Responsiveness & Consultation


Stakeholders, citizens, customers, employees’ needs


Open fair and inclusive consultation arrangements








Sound Governance at a Strategic & Operational Level


Detailed and realistic plans linked to resources


Performance management systems








Commitment &�Leadership


Better public services year on year


High personal ethical standards


vision








Use of Review & Options Appraisal


All areas of work considered


Quantifiable benefits for stakeholders


Fairly evaluating other forms of service delivery








Accountability


Accessible


Responsive to stakeholders


Public performance reporting








BEST VALUE�A common framework�for continuous�improvement in Public Services in Scotland





Joint Working


to provide better services and customer focused outcomes








Sound Management of Resources


Balance cost, quality & price


Systematic management of staff, budget, assets, procurement and risk








Equal Opportunities


Promotion


Meet legislative	Sustainable


requirements	Development


Consider social, economic & environmental impact of activities & decisions in the short and long term
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