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AUDIT AND RISK COMMITTEE 
DRAFT MINUTES OF THE MEETING HELD ON MONDAY 22 JULY 
2019 AT THE SPPA’s OFFICES, TWEEDSIDE PARK, TWEEDBANK 

 
Attendance: 

Committee Members: Helen Mackenzie (Chair) 

Ian Forbes 

Liz Holmes  

Internal Audit Division: Iain Burns 

David Reay 

Pamela Wilkinson 

Audit Scotland: Stephen Boyle 

Tom Reid 

Scottish Government  Gordon Wales, Scottish Government Chief Financial Officer 

SPPA Penelope Cooper, Chief Executive 

Ian Waugh, Chief Financial Officer 

Carol Johnston, Interim Head of Customer Services 

Jane Murray, Financial Controller 

Phil Heywood, Interim Head of Business Evolution 

Mark Cockburn Pension Scheme Accountant (Minutes) 

 
1. Apologies and Introductions 
 
1.1 Helen Mackenzie welcomed all other attendees to the meeting.  Apologies 

were received from Lorimer Mackenzie. 

1.2 It was noted that Committee members had held a private briefing session with 
Internal Audit and Audit Scotland immediately preceding the Audit and Risk 
Committee (ARC) meeting, 

 
2. Declaration of Interests 
 
2.1 No changes in the members’ Register of Interests were declared or any 

declaration of interest in the business to be conducted.  
 

3. Minutes and Action Points of Meeting held on 29 April 2019  
 
3.1 The minutes were agreed subject to some minor textual changes.   
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 Action Points 29 April 2019 
 
3.2 It was agreed that the action point “Ian Waugh to further develop assurance 

mapping for internal audit recommendations (5.2 29/04/2019)” would remain 
open until January 2020 meeting 

 
3.3 The committee noted that all other actions from the April 2019 meeting were 

either complete or included elsewhere on the agenda. 
 

 
 Action Points from prior meetings 
 

3.4 Iain Burns provided clarification on Scottish Government responsibilities for the 
Data Protection Officer advising, each area should have a lead Data Protection 
Officer (5.2 24/01/2019.  It was agreed to close this item. 

 

3.5 It was agreed that the Chief Executive would keep the Management Advisory 
Board informed on progress of the section 23 report and that this action point 
would remain open (8.6 21/09/2018). 

 

3.6 The committee noted that the inclusion of ABS data in the Audit Scotland report 
was completed (6.4 21/09/2018). It was agreed to close this item. 

 
ACTION: ARC Secretariat to ensure the action point log is updated. 
 
4. Internal Audit  
 
 Annual Assurance Report 
 
4.1 Helen Mackenzie welcomed Pamela Wilkinson to her first meeting as Senior 

Internal Audit Manager.  Ms Wilkinson presented the Internal Audit’s Annual 
Assurance Report. She advised that Internal Audit can provide a ‘reasonable’ 
assurance opinion on risk management, internal control and governance 
arrangements within SPPA.  The report stated that 100% of ‘high’ and 
‘medium’ recommendations made in 2018-19 had been accepted by SPPA 
management and 83% of recommendations from the 2017-18 follow-up 
reviews were fully implemented with 17% partially implemented.  Committee 
members welcomed the ‘reasonable’ assurance rating and thanked the 
Internal Audit team for their work. 

 
 Progress Report 
 
4.2 Pamela Wilkinson presented the Internal Audit Progress Report.  She advised 

that one of the four assurance audits scheduled for 2019/20 had been 
completed and that planning had commenced on a further two audits with 
fieldwork due to commence shortly.  Planned follow-up audit work would be 
carried out during the remainder of 2019/20.  It was confirmed that SPPA staff 
workloads were taken into accounts in scheduling audit fieldwork. 
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4.3 Ms Wilkinson advised that the formation of the Directorate of Internal Audit and 
Assurance in April 2019 had realigned the work of audit with other assurance 
teams in SG including the Portfolio, Programme and Project Assurance, Office 
of the Chief Information Officer and Data Protection teams.   

  
4.4 Liz Holmes asked that the any follow-up of the Accounts Payable audit review 

take into account the current move to an integrated administration and payroll 
system. 

 
ACTION: Pamela Wilkinson to take into account the change to an integrated 

administration and payroll system when planning the Accounts 
Payable audit follow-up review. 

 
 SPPA Workforce Planning and Culture Audit Review 
 
4.5 The Committee discussed the SPPA Workforce Planning and Culture Internal 

Audit review report.  They noted the ‘limited’ assurance that had been given and 
the seven ‘high’ and seven ‘medium’ recommendations.  The Review 
acknowledged the open and honest SPPA management contribution to the 
audit fieldwork.  Penelope Cooper confirmed that the findings and issues raised 
were mostly unsurprising. She advised that the following measures would help 
to address the risks identified: 

 progressing the Target Operating Model to its conclusion 
 recruiting a permanent Head of Customer Services 
 filling other key positions in the new structure 
 deploying of an HMRC ‘surge team’ to alleviate peaks in workload 

 
4.6 It was agreed that the Customer Services Implementation Plan that includes 

actions to address the recommendations be circulated. 
 
4.7 Pamela Wilkinson confirmed that Internal Audit will monitor progress and keep 

the Committee up to date. 
 
4.8 Members discussed the challenges of obtaining and utilising real-time 

management information.  Carole Johnston advised that workload and overtime 
statistics are reviewed on a weekly basis. She advised that Altair itself holds 
much data but was not configured to monitor real-time workload. In relation to 
data quality itself, work on addressing errors in data formed part of the Altair 
Improvement Programme. 

 
4.9 Carole Johnston confirmed that suitable controls had been put in place to 

ensure value for money is achieved when overtime is worked. She advised that 
work on a skills analysis exercise based around the improved Altair system still 
needed to be undertaken.  

 
4.10 Carol Johnson advised that the treatment of complaints had now been 

centralised.  Recent site visits to other delivery bodies had reinforced the need 
make improvements in service delivery which would be underpinned by the new 
Target Operating Model. 
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4.11 Stephen Boyle referenced the number of high-risk findings in the Review to the 
disclosures in the 2018-19 Governance Statement. Penelope Cooper 
confirmed that the issues arising in the Review were already largely known to 
management and, although received post year end, the findings had no overall 
effect on the Internal Audit level of assurance received for the year. However, 
the progress in addressing the findings would need to be reviewed in the follow-
up audit and reported in the next year’s Governance Statement. 

 
ACTION: Carole Johnston to circulate the Customer Services Implementation 

Plan. 
ACTION: Pamela Wilkinson to provide updates on the implementation of the 

Workforce Planning and Culture report recommendations at future 
meetings of the Committee  

 
5. Audit Scotland – Annual Audit report 
 
5.1 Stephen Boyle presented his ISA 260 letter to the Committee and the draft 

Annual Audit Report on the Agency’s 2018-19 Annual Report and Accounts.  
He confirmed that the outstanding material required to complete the audit had 
been received and required only a minor change.  A ‘clean’ audit opinion had 
been provided confirming that the financial statements gave a ‘true and fair 
view’ and were properly prepared in accordance with required standards and 
legislation.  He advised he would sign the final version of the Report on 23 
July 2019.  He expressed his thanks to staff at SPPA, especially Jane Murray, 
Ian Waugh and their team who had provided a good draft set of accounts and 
working papers. 

 
5.2 The Committee discussed the reporting in detail as follows: 

 

 Financial Management – It was noted that these controls were operating 
effectively 

 Sustainability – As the procurement of a new integrated pensions 
administration and payroll system had not gone as originally intended, it 
was acknowledged that additional and recurring budget support would 
be required.  The Committee was advised that SPPA would be 
considering its future requirements and applying lessons learned.  Any 
future procurement would be dependent on the availability of resources 
from Scottish Government. 

 Governance and Transparency – During the year Penelope Cooper was 
appointed chair of the Management Advisory Board and Helen 
Mackenzie chair of the Audit and Risk Committee 

 Value for Money – A section 23 report on the PS Pensions Project had 
been published in June 2019.  The Committee discussed the 
involvement of both the ARC and MAB in reviewing the Report. It was 
agreed to discuss the Report in more detail either at an Extraordinary 
Meeting or at a scheduled ARC or MAB meetings in September 2019, 
depending on the timing of the Public Audit and Post Legislative Scrutiny 
Committee’s order of business. 
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ACTION: ARC Secretariat to include the Audit Scotland’s section 23 Report on 
the September ARC Agenda. 

 
6. SPPA Annual Report and Accounts 2018-19 
 

6.1 Ian Waugh presented the SPPA Annual Report and Accounts for 2018-19.  He 
reiterated Stephen Boyles comments on the good working relationship between 
the audit and finance teams in delivering the accounts by the due date.  He 
advised that it remains his ambition to make further improvements based on 
employing integrated financial reporting principles once four permanent new 
appointees to the SPPA strategic leadership team were in place.  He noted the 
value to be added by the Committee with their wide corporate reporting 
experience and welcomed any further suggested improvements. 

6.2 Helen Mackenzie thanked Ian Waugh, Jane Murray and the team for the quality 
of the Annual Report and Accounts and stated she was pleased to note that no 
significant changes were required to be made as part of the audit process.  

6.3 Ian Forbes asked what could be done to make the document more concise.   
Ian Waugh highlighted the existing and increasing use of hyperlinks to the SPPA 
website where appropriate, such the sustainability report. Liz Holmes 
acknowledged the efforts made to reduce duplication over time within the 
constraints of compliance with mandatory reporting requirements.   

 
ACTION:  Helen Mackenzie to advise the Management Advisory Board that the 

Audit and Risk Committee consider the Agency’s Annual Report and 
Accounts, taken as a whole, is fair, balanced and understandable and 
provides the information necessary for stakeholders to assess the 
Agency’s performance and accountability.  

 
7. Chief Financial Officers Stewardship Report  
 
7.1 Ian Waugh presented his Stewardship Report.   He advised that although it 

was difficult to identify trends quite so early in the financial year, an 
underspend in budget was being forecast for the year.  He advised the 
Committee that he anticipates that some of the current headroom in resource 
expenditure would be taken up by recruitment of key posts for the remainder 
of the year.  The uncertainty around the procurement of a future pension 
administration system would create challenges around forecasts, particularly 
as the Agency makes submissions as part of the Scottish Spending Review. 

 
7.2 The Committee noted that copies of Certificates of Assurance were provided 

in the annex to the Report.  Two of the certificates issued to the Accountable 
Officer were completed by Heads of Department based on part year 
experience. Ian Waugh highlighted that hand-over periods of up to 2 months 
should allow sufficient time for new post holders to take cognisance from 
incumbents on the operation of internal controls prior to their arrival for the 
purposes of completing next year’s Certificates.   

  
8. Risk Management and Governance 
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8.1 Ian Waugh presented his minute of Risk Management. Members discussed 
the wording used to describe risk areas on the Risk Heat Map.  It was agreed 
that consideration should be given to better identifying the Business As Usual 
(BAU) risk by splitting it into component parts and rewording the McCloud 
Case risk. 

 
ACTION: Ian Waugh to ensure the BAU risks are detailed individually and that 

the McCloud Case risk is reworded and appropriate changes to the 
Register and Heat Map are made. 

 
8.2 Ian Forbes asked if consideration should be given to including “the provision 

of management information” as a risk area and the availability of and ability to 
report on data should be a risk.  Penelope Cooper suggested that a risk 
workshop could be run by the new Risk Manager when this post is filled to 
provide a complete review of SPPA risks.  This workshop would also look in 
more detail at ‘risk appetite’. 

 
ACTION: Penelope Cooper to ensure the Risk Manager, once appointed, holds 

a workshop with SPPA MAB Board members. 
 
9. Horizon Scanning 
 
9.1 Ian Forbes noted the significant impact a new UK Prime Minister would likely 

have on the conduct of business between Scotland and the rest of the UK.  
Gordon Wales assured members that this issue and its potential impact on 
devolved administrations was currently under active consideration by Scottish 
Government. 

 
10. Audit Recommendations Tracker 
 
10.1 Ian Waugh presented the Audit Recommendations Tracker.  Jane Murray 

explained the protocol for including recommendations on the tracker which 
occurred after being formerly presented to the Committee. 

10.2 Liz Holmes noted the number of outstanding recommendations was shorter 
than normal.  The progress made with implementing these recommendations 
was welcomed by the Committee.   

 
11. Cyber Resilience Deep Dive 
 
11.1 Ian Waugh presented the ‘deep dive’ paper that had been prepared for the 

Committee by the Head of Security.  The heightened risk associated with 
development of online members and employers’ services through members 
self-serve and i-Connect was discussed.  Ian Forbes asked what was involved 
in penetration testing of systems at SPPA.  Phil Heywood explained that this 
was principally a technical exercise by outsourced accredited providers on 
new and existing systems. Helen Mackenzie asked what training and 
procedures were in place in relation to email phishing.  Ian Waugh advised 
that was necessary to create a culture that recognised the threat of a cyber-
attack and, although training had been provided and some exercises had 
been carried out to assess staff response to phishing emails, more could be 



        

 
Page 7 of 9  
 

done.  Penelope Cooper confirmed that there is a mandatory requirement for 
all staff to log completion of the required training each year.   

 
12. AOB 
 
12.1 Penelope Cooper reported that The UK Pensions Regulator is changing their 

approach to monitoring schemes.  In future they would adopt a thematic focus 
across the pensions sector with in-depth reviews lasting up to a year.  Given 
that SPPA manages four schemes, it is highly likely that this would result in 
more regulatory reviews at SPPA. 

 
12.2 Liz Holmes asked if progress reports on the Altair Improvement Programme 

could be reported to the Committee.  It was agreed that if the report was on 
performance then it should be discussed at the Management Advisory Board.  
Stephen Boyle advised that any Office of the Chief Information Officer (now 
the Digital Assurance Office) reports should come to the Audit and Risk 
Committee. 

 
ACTION: The ARC Secretariat to circulate Altair Improvement Programme 

reports to the Management Advisory Board as they become 
available. 

 
13. Date of Next Meeting 
 
13.1 The next scheduled meeting would be held on Monday 23 September 2019. 
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Action Points Arising from the Meeting 
 

Action points Para no. Action by Status 

Ensure the action point log is updated. 

 

3.6 ARC 
Secretariat 

Open 

Take into account the change to an 
integrated administration and payroll 
system when planning the Accounts 
Payable audit follow-up review. 

4.4 Pamela 
Wilkinson 

Open 

Circulate the Customer Services 
Implementation Plan. 

4.11 Carol 
Johnston 

Open 

Provide updates on the implementation of 
the Workforce Planning and Culture report 
recommendations at future meetings of the 
Committee 

4.11 Pamela 
Wilkinson 

Open 

Include the Audit Scotland’s section 23 
Report on the September ARC Agenda 

5.1 ARC 
Secretariat 

Open 

Advise the Management Advisory Board 
that the Audit and Risk Committee consider 
the Agency’s Annual Report and Accounts, 
taken as a whole, is fair, balanced and 
understandable and provides the 
information necessary for stakeholders to 
assess the Agency’s performance and 
accountability. 

6.3 Helen 
Mackenzie 

Open 

Ensure the BAU risks are detailed 
individually and that the McCloud Case risk 
is reworded and appropriate changes to the 
register and heat map are made. 

8.1 Ian Waugh Open 

Ensure the Risk Manager, once appointed, 
holds a workshop with SPPA MAB Board 
members. 

8.2 Penelope 
Cooper 

Open  

Circulate Altair Improvement Programme 
reports to the Management Advisory Board 
as they become available. 

12.2 ARC 
Secretariat 

Open 

 
 

Previous Action points Para no. Action by Status 

To continue to develop assurance mapping 
for internal audit recommendations. 

5.2 
29/04/20

19 

Ian Waugh Open to Jan 
2020 ARC 
meeting 
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To keep Management Advisory Board  
informed regarding progress on the 
Agency’s strategic response to the section 
23 Report to Parliament. 

8.6 
21/09/2018 

Penelope 
Cooper 

Open to 
conclusion 
of Public 
Audit and 
Post-
legislative 
Scrutiny 
review 

 


