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1. Introduction 
 
The Audit and Risk Assurance Committee Handbook (HM Treasury 2013; updated March 2016) 
sets out best practice for committees to provide an Annual Report which summarises work 
undertaken in the last year and the how responsibilities have been discharged.  The Handbook 
sets out five good practice principles for Audit and Risk Assurance Committees:  
 

1. Membership, independence, objectivity and understanding 
2. Skills 
3. The role of the Audit and Risk Assurance Committee 
4. Scope of work 
5. Communication and reporting 

 
As Chair of the Audit Committee, I have assessed the activities of the Audit Committee during the 
financial year 2015-16 against the good practice principles outlined in the Handbook. 
 
Over the past year, there have been a number of changes including the appointment of  new 
Internal Auditors, changes in membership (including myself) and the implementation of an 
advanced and innovative approach to audit (bringing in the component of value for money 
measurement).  Throughout all of these changes, I would commend and thank the members of the 
Committee for their significant contribution in supporting the Board and the Accountable Officer by 
reviewing the reliability of assurances on governance, risk management and financial control.   
 
I would also like to acknowledge the excellent support provided to the Audit Committee, specifically 
the Clerk to the Board and the Business Strategy Team.    
 
 
Dr Lesley Sawers 
Chair of the Audit Committee 
June 2016 
 
 
2. Committee Information 
 
2.1 Constitution of the Committee 
 
2.1.1 The Audit Committee has six non-executive members.  The membership of the Committee 

was revised and approved by the Agency Board in February 2016 following the end of 
tenure for Bob Downes, as Chair of the Committee.   The Agency Board approved the 
appointment of Lesley Sawers as Chair of the Audit Committee by correspondence in 
March 2016 and formally homologated the appointment on 26 April 2016.  At the end of 
March 2016, Trisha McAuley left the Agency Board and subsequently the Audit Committee. 
Jackie Hyland joined the Committee in March 2016.  

 
2.1.2 The Committee is attended by the Chair of the Board, SEPA’s Accountable officer (Terry 

A’Hearn (also Chief Executive), the Executive Director of Evidence and Flooding Portfolio 
(formerly Science and Strategy), the Chief Officer Finance and the Clerk to the Board. 
Other senior staff attend the Committee as required.  Additionally, both internal and 
external auditors attend and are given the opportunity to speak confidentially to the 
Committee members.   

 
2.1.3 The Audit Committee met on four occasions during 2015-16 and a full list of members and 

attendance at Committee meetings for 2015-16 is attached in Appendix 1. 
 
2.1.4 The Committee was established by SEPA in accordance with powers granted under 

Schedule 6 of the Environment Act 1995.  Committee business is conducted in accordance 
with the Standing Orders which were approved by the Agency Board on 24 May 2016.   
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2.1.5 The skills required for the Committee are reviewed as part of the skills matrix for the 

Agency Board.  The current membership to the Committee brings a good range of skills 
and experience in relation to governance, risk and control that effectively fulfils the role of 
the Committee.   

 
2.2 Duties of the Committee 
 
2.2.1 The purpose of the Audit Committee is to monitor and review risk, control and corporate 

governance; acting independently and objectively.  The Committee reports to the Agency 
Board and its programme of work complements the conduct of internal and external audit 
and the process of preparing and approving the annual accounts.   

 
2.2.2 The Terms of Reference for the Audit Committee was approved by the Agency Board in 

April 2014 and outlines in more detail the functions of the Committee including internal and 
external audit, risk management, whistleblowing and best value.  The full terms of reference 
and remit of the Committee are available on SEPA’s website.  

 
2.2.3 The Audit Committee can seek independent external advice if it considers it necessary to 

discharge its duties. 
 
2.3 Performance of the Committee. 
 
2.3.1 The development of members of the Audit Committee is assessed as part of the appraisal 

process for members of the Agency Board and subsequently considered by the Chairman 
of the Audit Committee to ensure the knowledge necessary to be fully effective. 

 
2.3.2   During 2015/2016, members of the Audit Committee participated in a number of Board 

seminars to improve their knowledge of the Agency’s activities and interests.  The seminars 
covered a broad range of subject matters including strategic partnerships, waste crime, 
flood risk management, river basin management planning and SEPA’s new regulatory 
charging scheme.  Additionally, members set the overall strategic direction for the 
organisation and developed specific strategies for regulation, waste and regulatory 
evidence.  Members of the Audit Committee also attended external conferences and events 
and worked with staff as ‘board buddies’ to provide advice and guidance on specific subject 
matters.   

 
2.3.3 The Audit Committee worked with new internal auditors, Scott-Moncrieff, to develop a 

broad-ranging, three-year programme of audits.  In addition to audits that scrutinise the 
controls in place to mitigate strategic and operational risks, the Audit Committee 
commissioned four audits where it identified specific areas of development for the 
organisation, to achieve the strategic aspiration of becoming one of the leading 
environmental protection agencies in the world.  The findings of these audits set out ‘value 
for money’ recommendations and covered the areas of Demonstrating SEPA’s Impact, 
External Communications, Performance Management and Partnership Working.   The Audit 
Committee worked closely with the Agency Board to ensure that both parties fulfilled the 
different roles, responsibilities and accountabilities in respect of the findings of these audits.  
Members of the Agency Board attended the Audit Committee meeting, as observers, in 
December 2015 when the findings of the four audits were discussed.  

 
 
3 Review of the work of the Audit Committee 2012/2013 
 
3.1 Audit Activity – Internal  

3.1.1 The Audit Committee is responsible for recommending to the Accountable Officer the 
appointment and remuneration of internal auditors.  

http://www.sepa.org.uk/media/219246/audit-committee-terms-of-reference-may-2016-current.pdf
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3.1.2 The internal auditors provide assurance on the effectiveness of SEPA’s internal control 
systems and the adequacy of these systems to manage business risk and safeguard 
SEPA’s assets. With audits undertaken during the reporting period, the internal auditors 
have also provided ‘value for money’ recommendations to help SEPA improve key areas of 
its work, seeking to increase effectiveness and efficiency, and, thereby, helping to embed a 
culture of continuous improvement.  

3.1.3 This service is provided by Scott-Moncrieff Chartered Accountants working under a three 
year contact from 2015-2018 with the option of up to two years extension.  

3.1.4 Scott-Moncrieff proposed to carry out the Internal Audit plan for 2015-2016 in 100 days to a 
budget of £62,296 (including expenses but excluding VAT). The work was completed in the 
time budgeted and at a total cost of £61,259.90 (excluding VAT). The underspend is due to 
a lower than budgeted level of expenses. 

3.1.5  The Internal Audit activity carried out in 2015-2016 is detailed in Appendix 2. 

3.1.6  An internal audit plan for 2016-2017 from Scott-Moncrieff was agreed at the Audit 
Committee meeting on 17 March 2016. The audit plan is for 99 audit days at an estimated 
cost of £61,735 (excluding VAT).  

3.1.7 A summary of the plan for 2016-2017 is provided in Appendix 3. 

3.2 Audit Activity - External 
 
3.2.1 Under the Public Finance and Accountability (Scotland) Act 2000, SEPA’s auditors are 

appointed by the Auditor General. PricewaterhouseCoopers (PwC) were appointed as 
SEPA’s auditor for the financial year ending 2015/16.  PwC was remunerated to the sum of 
£52,920 (including VAT) in respect of statutory audit services for the financial year 2015/16 

 
3.2.2 External audit provides an independent audit opinion on the financial statements as to 

whether they:  

i. give a true and fair view of the state of affairs of SEPA; 

ii. whether they were prepared properly in accordance with relevant legislation, 
applicable accounting standards and other reporting requirements;  

iii. whether the information which comprises the annual report included with the 
financial statements is consistent with the financial statements; and  

iv. whether expenditure and receipts have been incurred and applied in accordance 
with guidance from Scottish Ministers (the regularity opinion).  

They also review and report as necessary on other information published with the financial 
statements, including the directors’ report, annual governance statement, statement on 
internal control or statement on internal financial control and the remuneration report. As 
part of their wider role they also undertake work to: 

i. monitor SEPA’s progress in respect of National Fraud Initiative 

ii. provide an opinion on the Whole of Government Accounts, if needed.  

iii. provide a Fraud Return to Audit Scotland’s Technical Services Unit (TSU), detailing 
any instances of misappropriate or theft of assets or cash over £5k. 

3.2.3 The external auditors completed an interim audit in February 2016 and their final audit in 
May/June 2016.  
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3.3 Risk Management 

3.3.1 SEPA has a framework for the management of risk which aims to minimise the likelihood 
and effect of risks to SEPA. This includes the identification and assessment of risk at 
corporate level but also through risk registers held in each portfolio and for corporate 
programmes and projects.  

3.3.2 When formulating the 3-year strategic internal audit plan the Audit Committee and the 
Internal Auditors have taken into consideration the risks on the corporate risk register. 
Relevant risks are referenced in the terms of reference for the scope of each internal audit. 

3.3.3 The Audit Committee reviewed the risk process and the corporate risk register twice during 
the financial year; in June and December 2015. It also took part, as board members, in an 
externally facilitated workshop which captured and discussed the corporate risks to SEPA.  

3.3.4 Through these reports the Audit Committee acknowledged the progress made in the 
training of managers in the new process, the strengthening of links between risk 
identification and business planning and business review processes; and the embedding of 
the standard risk register and risk profile formats at corporate and portfolio levels. The 
Committee has noted that SEPA continues to progress the formalisation and use of an 
approach to risk appetite.  

3.4  Audit Committee Outcomes and Recommendations in 2015/2016 

3.4.1 The Internal Audits undertaken in 2015-2016 resulted in 36 findings which the Audit 
Committee has discussed. The Audit Committee has also given consideration to the 
adequacy of management’s responses and to the progress of the actions taken as a result 
of the audit findings. 

3.4.2 A key outcome of the Audit Committee was the ongoing scrutiny of the review of small 
offices and standing financial instructions.  The Audit Committee challenged the 
management response to the review and ensured that clear lines of responsibility and 
accountability were established across the organisation.  This has involved training and re-
training for staff, the testing and revision of the standing financial instructions and the 
introduction of spot checks.   

3.4.3 Another valuable outcome has been the innovative approach to audit to include ‘value for 
money’ recommendations to help identify areas of development for the organisation.  This 
approach has been hugely beneficial both to the organisation and the work of the Audit 
Committee. It is proposed that discussions are held with Audit Scotland to explore this 
approach to value for money and the potential for it to be utilised by other public bodies.      
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Appendix 1 
 
 

Member attendance at Audit Committee Meetings 2015/2016 

Member  Number of meetings attended 

B Downes (Chair) (during April to December 2015) 3 (out of possible 3) 

R Dixon 2 (out of possible 4) 

J Hyland (joined the Committee in February 2016) 1 (out of possible 1) 

N Martin 4 (out of possible 4) 

T McAuley 2 (out of possible 4) 

W McKelvey 3 (out of possible 4)  

K Nicholson 4 (out of possible 4) 

L Sawers (Chair) (from February 2016) 1 (out of possible 1) 
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Appendix 2 

 
Summary of Annual Internal Audit Plan and Fees for 2015-2016 
 
 
Scott-Moncrieff 
 
The total number of days planned and delivered for 2015-2016 was 100 days. 
This is broken down as follows: 
 

 
Audit area Days 

  

A1. Efficiency savings 10 

A2. Fraud prevention 9 

B1. Demonstrating SEPA’s impact 15 

C2. Partnership working – public sector partners 10 

C6. External communications 8 

C7. Performance management 8 

D1. Information security 10 

E3. Landfill duties 10 

F1. Follow-up audit 8 

Audit management & meetings 12 

  

Total 100 

 
 
The budget and actual costs for the year 2015-2016 were: 
 

 Total budget Total paid 

   

Audit and management activity £60,795.00 £60,795.00 

Expenses £1,500.00 £464.90 

   

Total (excluding VAT) £62,295.00 £61,259.90 
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Appendix 3 

 
Summary of Annual Internal Audit Plan and Fees for 2016-2017 
 
Scott-Moncrieff 
 
The total planned audit days for 2016-2017 is 99 days, this is broken down as follows: 

 

 
Internal audit area Planned Days 

  

A3. Budget management 7 

B2. Charging 10 

B3. Staff attendance and performance 10 

B4. Strategic planning 10 

D2. Digital strategy 6 

D4. Penetration testing 6 

E1. Health & safety 10 

E2. Waste crime 10 

E4. Flood management 10 

F1. Follow up 8 

Audit management & meetings 12 

  

Total 99 

 

 
The budget costs for the year 2016-2017 are: 
 

 Total budget 

  

Audit and management activity £60,235 

Expenses £1,500 

  

Total (excluding VAT) £61,735 

 


