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1 Executive Summary

Introduction

We have audited the financia statements of the Office of the Commissioner for Public Appointmentsin
Scotland (the Commissioner) for the 2008-09 financial year and examined aspects of the Commissioner’s
performance and governance arrangements. This report sets out our key findings.

Financial Statements

Weintend to give an unqualified opinion on both the financial statements of the Commissioner for 2008-
09 and on the regularity of transactions undertaken during the financial year. During the year, the
Commissioner incurred resource expenditure of £403k. £2k was received in income resulting in net
expenditure of £401k. The Commissioner manages her budget on a cash basis, however, and £419k of
funding was received from the Scottish Parliamentary Corporate Body (SPCB). The under spend of
£18kis not regarded as material.

Staff costs are the main area of the Commissioner's expenditure and accounted for 50% of total costs
during the year, expenditure on independent assessors accounted for 24% of costs, with administration
(16%) and property costs (10%) making up the remainder.

The Commissioner’s draft financid statements and supporting working papers were presented for audit
on 22 June 2009 and were of ahigh standard. This meant that no audit adjustments were required to be
made to the accounts.

Our audit of the Commissioner's financial systems confirms that they continue to operate in a sound
control environment. We submitted a detailed report to the Commissioner in May 2009 which made two
recommendations for improving internal control arrangements. All recommendations were accepted by
management and none related to high risk observations.

We also undertook an additional audit of the Commissioner's pension management arrangements during
the year which concluded that adequate arrangements were in place to calculate and pay pensionsin
accordance with relevant guidance. We noted that there were no significant matters to be brought to the
attention of the Commissioner from our review, other than those previously identified regarding the
timeliness of the internal audit reports provided by the APAC and to confirm that an Annual Assurance
Certificate is no longer issued.

Governance

Overall, we found that the Commissioner's governance arrangements continue to operate well. The
Advisory Audit Board and team meetings are used to monitor the organisational risk register, financial
performance and progress against the business plan. We note that the Commissioner does not have an
internal audit function, and consider this appropriate in the context of the scale of the Commissioner's
operations.

Performance

Key achievements in 2008-09 include the launch of Diversity Delivers, whichisthe first equal
opportunities strategy for public appointmentsin Scotland, a number of the report's recommendations
have also been implemented, including the establishment of an implementation group, reference groups
and a group of role models. The Commissioner also attended and hosted meetings with various bodies to
share best practice and services.

© 2009 Grant Thornton UK LLP. All rights reserved
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Looking Forward

The recent review of Commissioners and Ombudsman by the Scottish Parliament has brought forward
proposals for consolidation of some existing bodies. The Parliament has recommended that OCPAS join
with the Chief Investigating Officer (CIO) and the Scottish Parliamentary Standards Commissioner
(SPSC) in anew Standards Body called the Public Life and Appointments Commission Scotland.

We note that the Scottish Parliament has also recommended that any new Standards Body is designated
as a'body corporate' to address the ‘persond liability' issue affecting many Commissioners. A key
challenge for the Commissioner will be to plan effectively for the transition to any new body to ensure
operational effectivenessis maintained.

The impact of the economic recession on public sector financesislikely to lead to areduction in public
sector funding for the period from 2010-11. It will become increasingly important for all public bodies to
demonstrate economy, efficiency, effectiveness and best value in their operations and the Commissioner
should ensure her Office has effective plansin place to address future financial pressures.

All public sector bodies will be required to prepare accounts on the basis of International Financia
Reporting Standard (IFRS) for accounting periods from 1 April 2009. The Commissioner will be
required to prepare 2008-09 I FRS 'shadow accounts' by end November 2009 in compliance with the
Scottish Government's timetable, and should ensure she has effective arrangementsin place to prepare
full IFRS based 2009-10 accounts.

Next Steps

Our findings and recommendations are summarised in an Action Plan (Appendix A) that accompanies
thisreport. The Action Plan has been agreed with the Commissioner and incorporates the Management
Team's response to audit recommendations.

The report includes some specific recommendations to strengthen internal controls. Itisthe
responsibility of the Commissioner to decide the extent of the internal control system appropriate to the
organisation.

Acknowledgements
We would like to take this opportunity to thank the Commissioner's staff who have been involved in the
audit for their assistance and co-operation.

Thisreport is part of a continuing dialogue between the Commissioner and Grant Thornton and is not,
therefore, intended to cover every matter which came to our attention. Our procedures are designed to
support our audit opinion and they cannot be expected to identify all weaknesses or inefficienciesin the
Commissioner’s systems and work practices.

The report is not intended for use by third parties and we do not accept responsibility for any reliance
that third parties may place onit. The report will be submitted to the Auditor General for Scotland and

will be published by him on his website at www.audit-scotland.gov.uk.

Grant Thornton UK LLP
20 July 2009
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2 Financia Statements

Our Responsibilities
We audit the financial statements and give an opinion on whether:

o they give atrue and fair view, in accordance with the Public Finance and Accountability
(Scotland) Act 2000 and directions made there under by the Scottish Ministers, on the state of
affairs of the Commissioner as at 31 March 2009 and of the net expenditure, recognised gains and
losses and cash flows for the year then ended

e they, and the part of the Remuneration Report to be audited, have been properly prepared in
accordance with the Government Financial Reporting Manual (FReM) and directions made there
under by the Scottish Ministers; and

e inal materia respects the expenditure and receipts shown in the financial statements were
incurred or applied in accordance with any applicable enactments and guidance issued by the
Scottish Ministers

¢ information which comprises the management commentary, included with the Annual Report, is
consistent with the financia statements.

We also review the Statement on Internal Control by:
e considering compliance with Scottish Government guidance

e considering the adequacy of the process put in place by the Accountable Officer to obtain
assurances on systems of internal control ng whether disclosuresin the Statement are
consistent with the information emerging from our normal audit work.

Overall Conclusion

We are able to conclude that the Commissioner's financial statements give atrue and fair view of the
financial position for the period from 1 April 2008 to 31 March 2009 and that, in al material respects,
the expenditure and receipts shown in the accounts were incurred or applied in accordance with
applicable enactments and relevant guidance.

We confirm that information which comprises the management commentary, included with the
Annual Report, is consistent with the financial statements.

Standard of accounts and supporting papers

The Commissioner’s draft financid statements and supporting working papers were presented for
audit on 22 June 2009 and were of a high standard. This meant that no audit adjustments were
required to be made to the accounts.
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Financial Performance

The Commissioner receives cash funding from the Scottish Parliamentary Corporate Body (SPCB)
for her annual budget. Expenditure during the year was £18k lower than the cash budget of £419,000
alocated to the Commissioner's office. This under spend was as aresult of delaysin the

redevel opment of the OCPAS website, postponing work on reviewing the code of practice and the
early termination of a part time administration assistant contract.

Staff costs are the main area of the Commissioner's expenditure and account for 50% of total costs
during the year, costs associated with independent assessors accounted for 24% of costs, with
administration (16%) and property costs (10%) making up the remainder.

A more detailed analysis of the Commissioner's 2008-09 expenditure is shown in figure 1 below:

Legal Advice Administrative Costs
£3k £48k

Equal
Opportunities
Strategy
£15k

Staff Costs

. ' £202k

Property Costs
£39k Independent

Assessors
£96k

Figurel- Analysis of the Commissioner's expenditure

Review of systems of financial control
As part of our 2008-09 audit, we reviewed the Commissioner's systems of financial control covering
the following key systems:

e budgetary control e treasury management

e payroll e creditor payments

The overall conclusion from our work isthat financial systems continue to operate in a sound control
environment and can be relied for the purposes of our audit of the financial statements. We
submitted a detailed report to the Commissioner in May 2009 which made 2 recommendations for
improving internal control arrangements. All recommendations were accepted by management and
none related to high risk observations.

During our fina audit procedures we identified 2 weaknessesin the financia controls.

1. Sage is closed down once the draft financial statements have been prepared and no reports are
generated in terms of the aged creditor report and nominal account analysis, from Sage.

Action Plan 1
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2. Aspart of our audit testing we review journals raised in the year. As the Sage was closed down and
there were no manual journal sheets, we were unable to review the journals raised throughout the year
and at the year end.

Action Plan 2

Statement on Internal Control

The Statement on Internal Control sets out the arrangements established and operated for risk
identification and management, proposed future development of arrangements, and review of
effectiveness of the system of internal control.

We are satisfied that the Statement complies with Scottish Government guidance, that the processes
put in place by the Accountable Officer (the Commissioner) to obtain assurances on systems of
interna control are adequate and that the contents of the Statement are consistent with the
information emerging from our normal audit work.

ISA 260: Communication of Audit Matters to Those Charged with Governance
Our responsibilitiesin relation to the communication of audit matters to those charged with
governance are covered in the International Standard on Auditing 260. Outcomes against the
requirements of the Standard are reported in Appendix B to this report.



Office of the Commissioner for Public Appointments in Scotland 6
Report on the 2008-09 Audit

3 Governance

Introduction

Sound corporate governance is central to demonstrating Best Vaue, and incorporates the way in
which an organisation manages its business, determines strategy and objectives and goes about
achieving those objectives. It isconcerned with structures and processes for decision-making,
accountability, control and behaviour at the upper levels of the organisation. Good governance
means.

o focusing on the organisation’s purpose and on outcomes for citizens and service users;

o performing effectively in clearly defined functions and roles;

e promoting values for the whole organisation and demonstrating the values of good governance
through behaviour;

o taking informed, transparent decisions and managing risk;

e developing the capacity and capability of the governing body to be effective; and

engaging stakehol ders and making accountability real.

Overall Conclusion from our 2008-09 audit

Overall, we found that the Commissioner's governance arrangements continue to operate well. The
Advisory Audit Board and team meetings are used to monitor the organisational risk register, financial
performance and progress against the operational plan.

Financial systems

We note from our audit of the financial systems that the payroll system controlsin place are working
effectively, procedures are in place to notify the payroll provider of any changes and amendments are
processed quickly.

We understand the invoices regarding the payment of assessors are now authorised by the
Development Manager (if under £500) or the Commissioner.

Finally our review of the bank and cash controls deemed them working effectively, however it has
been agreed that monthly sage reports will be attached to the month end bank statement to improve
the ease of reconciliation.

Budgetary Control

We noted that the Commissioner has continued to strengthen arrangements for budgetary control.
Spend against the budget is closely monitored on aregular basis at team meetings. The financial
reports prepared monitor committed spend as well as the bank balance at each month end.

We understand that the Commissioner has an year end processin place for business planning, directly
linked to the budgeting process, the Commissioner and her team review the prior year business plan
and assess performance against the plan and which objectives need to be carried forward, the budget
is assessed at this time to ensure adequate resources to meet the Commissioner's objectives.
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There may be a segregation of duties issue with regards to the monthly monitoring of spending. We
recommended, as part of our interim review, that the business manager sends the monthly spend
analysis to the Commissioner for review. This has been taken on board by the Commissioner who as
of May 2009, meets with the Business Manager to review the spend analysis every month.

Pension arrangements

We also undertook an additional audit of the Commissioner's pension management arrangements
during the year which concluded that adequate arrangements were in place to calculate and pay
pensions in accordance with relevant guidance. We noted that there were no significant matters to be
brought to the attention of the Commissioner from our review, other than those previoudly stated
regarding the timeliness of the internal audit reports provided by the APAC and the fact that thereis
no longer an Annual Assurance Certificate issued

Personal Liability

The Scottish Parliament has recently considered the matters of the potential personal liability as part
of its review of Commissioners and Ombudsman and has brought forward recommendations to
address thisissue as part of awider recommendation to create a new Commission from a merger of
the existing OCPAS, Chief Investigating Officer (ClO) and the Scottish Parliamentary Standards
Commissioner (SPSC) functions.
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4 Performance

Introduction

Public audit is more wide-ranging than in the private sector and covers the examination of, and
reporting on, performance and value for money issues. As part of our annual audit we are required to
plan reviews of aspects of the arrangements to manage performance, as they relate to economy,
efficiency and effectivenessin the use of resources.

As Accountable Officer, the Commissioner has a duty to ensure public resources are used
economicaly, efficiently and effectively. Since April 2002 there has also been a duty on Accountable
Officers "to ensure arrangements are in place to secure Best Value."

Business Planning

The Commissioner has arolling 3 year business plan covering 2009-12, but therewas also aplanin
place covering 2008-11. These plans set targets and outcomes for each financial year. The business
planislinked to the Commissioner'srisk register and is used to monitor performance at team
meetings. All business plan targets for the 2008-09 year have been achieved except for the following
which have been agreed as being carried forward into the 2009-10 year:

e Annua review of policies, procedures and risks (Jan 09). Thiswork has been split into three
and will be carried out in May and October.

o New website. Thiswas delayed due to pressure of work and the revised launch date is 3
September 2009 to coincide with OCPAS Chairs training event.

e Review of OCPAS pensions administration. Thiswork was carried out by Grant Thornton
Pensions Team in May 2009 and has now been completed.

e A number of Diversity Delivers actions were behind schedule where action was required by
the Scottish Government. This resulted in the decision to bring certain items inhouse (see
below for further details).

Key achievementsin 2008-09 include the launch of Diversity Delivers strategy. The mgjority of the
recommendations in the strategy are for the Scottish Government to implement with OCPAS and
other public bodies taking responsibility for the other recommendations themselves. We understand
that alarge number of the short-term recommendations are complete, although the timetable for
completion has fallen behind in some cases. In order to address this going forward, OCPAS will be
implementing more of the recommendations themselves to ensure that they are completed. The
Commissioner is currently working with the Director of Corporate Services at the Scottish
Government to clarify the role of the implementation group to ensure recommendations are
progressed. The Commissioner will continue to implement the recommendations of the strategy in
2009-10.
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Audit of the Public Appointments Process

During 2008-09, the Commissioner worked with the Scottish Government to improve the
administration of the public appointments process, she also attended and spoke at a number of events
to promote OPCA'S and the public appointments process.

OCPAS dso regularly survey public bodies involved in appointment rounds to seek views on the
appointment process. This allows the Commissioner to monitor performance throughout the year.
The main areas highlighted from the 2008-09 year were the application of the principles of
proportionality and reappointments.

Best Value

The Commissioner's office is relatively small, with limited management capacity. At present, the
Commissioner's approach to best value is restricted to monitoring efficiency in operations, and the
attendance at and hosting of meetings with various bodies to share best practice and services.
Arrangements are aready in place for strategic planning, linked to the budgeting process, and for
performance management. During 2009-10 the Commissioner will introduce new methods for
monitoring compliance with the code of practice and continue to implement the recommendations
set out in Diversity Delivers. We have therefore concluded that the approach in place to deliver Best
Vaueis commensurate with the size and scale of the Commissioner's operations.
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5 Looking Forward

Financial position

The impact of the economic recession on public sector financesislikely to lead to areductionin
public sector funding for the period from 2010-11. It will become increasingly important for all
public bodies to demonstrate economy, efficiency, effectiveness and best value in their operations and
the Commissioner should ensure her Office has effective plansin place to address future financial
pressures.

Action Plan 3

Public sector reform

The recent review of Commissioners and Ombudsman by the Scottish Parliament has brought
forward proposals for consolidation of existing Commissioner and Ombudsman bodies. The
Parliament has recommended that OCPAS join with the Chief Investigating Officer (CIO) and the
Scottish Parliamentary Standards Commissioner (SPSC) in anew Standards Bodly.

The Committee a so recommends that the new Standards Body should be a body corporatein the
form of a Commission which should be called the Public Life and Appointments Commission
Scotland. The new Commission should consist of at least two Commission members with identified
members having alead responsibility for either the combined post of CIO and SPSC or that of
OCPAS as outlined below:

Public Life and Appolntments Commission Scotland

Investigations Fubllc Appalntments
Commlssioner Commlssioner
Investigations | ‘ Follgy

| Admin/Enguines ‘

-] Standards, Procedures and Public Appointments Committee
Complaints against MSFPs

Reporting to

L Standards Commissicn
Complaints against Councillors/electad members

Action Plan 4
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We note that proposals have been brought forward by the Scottish Parliament which would result in
the new Commission having a 'body corporate’ status. If enacted, this would remove the existing
personal liability status of the Commissioner which would improve governance arrangements overall.

A key challenge for the Commissioner will be to plan effectively for the transition to any new body
over the coming year.

International Financial Reporting Standards

All public sector bodies will be required to prepare accounts on the basis of International Financia
Reporting Standard (IFRS) for accounting periods from 1 April 2009. In preparing for this, the
Commissioner re-stated the 2007-08 balance sheet under IFRS and our audit confirmed that an
accrual for employee benefits would represent the only substantive change to the Commissioner's
accounts.

The Commissioner will, however, be required to prepare 2008-09 full IFRS 'shadow accounts by end
November 2009 in compliance with the Scottish Government's timetable and should ensure it has
effective arrangementsin place to prepare full IFRS based 2009-10 accounts. In particular, this will
require areview of the format of accounts and accounting policies and disclosures.

Action Plan 5

Grant Thornton UK LLP
20 July 2009
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Financial controls

recession on public sector finances
islikely to lead to areduction in
public sector funding for the
period from 2010-11.

Office has effective plansin place to
address future financial pressures.

public sector funding in preparing her
business plan and budget bid for 2010-11.

1 Sageis closed down oncethe draft | Low Sage should be kept open to ensure The Business Manger has researched the | Immediate
financial statements have been testing can be performed on nominal Sge report function and discovered a
prepared and no reports are ledgers and aged reports. Additionaly method of producing aged reports and
generated from this system. as part of our audit planning procedures, | reports on nomind ledgers after the year
wewill issue alist of al required sage has been closed. The Business Manager
reports which can be generated prior to | will ensure that copies of dl the Sege
the closure of the year end sage. reports listed by Grant Thornton in the
audit plan ae produced prior to
performing the year end in Sage.
2 We were ungble to review the | Low Sage should be kept open to ensure | The Business Manger has researched the | Immediate
journas raised throughout the year testing can be performed on journal | Sage report function and discovered a
and a the year end due to Sge entries, or manud journal records | method of producing journa reports after
being closed down. should be maintained. the year has been closed.
Financial position
3 The impact of the economic Medium The Commissioner should ensure her Agreed. The Commissioner will consider | Immediate
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No |

Public sector reform

prepare 2008-09 full IFRS 'shadow
accounts by end November 2009
and should ensure there are
effective arrangementsin place to
prepare full IFRS based 2009-10
accounts.

arrangements for complying with the
Scottish Government's timetable for re-
gaing the 2008-09 accounts and
preparing 2009-10 accounts under |FRS.

Julie Murphy to assist with the re-stating
of 2008-09 accounts under IFRS The
Busness Manager will continue to
investigate how and where to obtan
adviceon IFRS.

4 The recent review of Medium The Commissioner should formdly | Agreed. The Commissioner is dready in | Immediate
Commissioners and Ombudsman consgder how her office will take | contact with the CIO and SPSC aswdl as
by the Scottish Parliament forward the recommendations from the | the Bill team to discuss how to proceed.
recommends the creation of a new Scottish Parliament's recent review.
Commission with responsibility for
the functions of OCPAS, CIO and
SPSC.
IFRS
5 The Commissioner is required to Medium The Commissioner should review her | Agreed. The Commissioner has appointed | November 2009
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Appendix B- Communication of audit matters
to those charged with governance

ISA 260 - Communication of audit matters to those charged with governance

Under 1SA 260, we are required to consider matters of governance interest that arise from the audit
of the financid staements and communicate them with those charged with governance. The aress
considered are as follows:

ad Rdationships tha may bear on Grant Thornton’s independence and the integrity and
objectivity of the audit engagement lead and audit staff;

b) The overdl approach to the audit including any limitations thereon, or any additiond
requirements,

c) The sdection of, or changes in, significant accounting policies and practices that have, or
could have amaterid effect on the entity’s financid statements;

d) The potentid effect on the financid statements of any materid risks and exposures, such as
pending litigation, that are required to be disclosed in the financial statements;

e) Audit adjustments, whether recorded or not by the entity that have, or could have a material
impact on the entity’s financid statements; and

f)  Those uncorrected misstatements aggregated by the auditor during the audit that were
determined by management to be immaterial both individually and in aggregate to the
financial statements asawhole.

Key Findings
We summarise our key audit findingsin relation to the above areas.

We are able to confirm our independence and
objectivity as auditors and note the following:

« we are independently appointed by Audit
Scotland

« we comply with the Auditing Practices Board’s
Ethical Standards

A Independence « wewere commissioned to undertake additional
assurance work for the Commissioner during
the year to provide an audit of pension
calculation arrangements. Thiswork was
undertaken by a separate team from the
engagement team and the fee was £1,500
(excluding VAT). We did not consider that this
work impacted on our independence during the
year.
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Appendix B- Communication of audit matters
to those charged with governance

Our approach to the audit was set out in our 2008
09 audit plan. We have planned our audit in
accordance with International Auditing Standards
and the Code. Other key factors included:

« we consider the materiality of itemsin the

B Approach to the audit financial statements both in determining the
approach to audit them and in determining the
impact of any errors

« we have been able to place appropriate reliance
on the key accounting systems operating at the
Commissioner's office for final accounts audit
purposes only.

We consider that the Commissioner has adopted
appropriate accounting policiesin the areas
covered by our testing. Accounting policies
adopted were in accordance with the Government
Accounting policies and Financial Reporting Manual (FReM).
practices The Commissioner has considered and confirmed
her office remains a going concern. The
Commissioner is asked to confirm this through the
Letter of Representation.

The Commissioner has considered and confirmed
o that her office has no material risks and exposures
Material risks and which should be reflected in the financial

exposUres statements. The Commissioner is asked to confirm
thisin the Letter of Representation.

o We identified some minor disclosure amendments
£ Audit adjustmentsand | gnq reclassifications to improve the presentation

unadjusted errors of the accounts. There are no errors that were not
adjusted in the accounts.

Accounting Issues
There are no significant issues.

Summary of adjusted audit differences

There are no adjusted or unadjusted differences to report.



