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PUBLIC AUDIT COMMITTEE

 
AGENDA

 
10th Meeting, 2011 (Session 4)

 
Wednesday 21 December 2011

 
The Committee will meet at 10.30 am in Committee Room 1 .
 
1. Declaration of interests: Colin Keir will be invited to declare any relevant

interests.
 
2. Decision on taking business in private: The Committee will decide whether to

take items 5 and 6 in private.
 
3. Section 23 report - Overview of the NHS in Scotland's performance

2010/11: The  Committee  will  take  evidence  on  the  Auditor  General  for
Scotland's  report  entitled  "Overview  of  the  NHS  in  Scotland's  performance
2010/11" from—

 
Mr Robert Black, Auditor General for Scotland;
 
Barbara Hurst, Director, Claire Sweeney, Portfolio Manager, and Ally
Taylor, Project Manager, Performance Audit Group, Audit Scotland.
 

4. Section 22 report - The 2010/11 Audit of the National Library of Scotland: 
The Committee will  take evidence on the Auditor General for Scotland's report
entitled "The 2010/11 Audit of the National Library of Scotland" from—

 
Mr Robert Black, Auditor General for Scotland;
 
Bob Leishman, Portfolio Manager, Best Value and Scrutiny Improvement
Group, Audit Scotland.
 

5. Consideration of approach - Overview of the NHS in Scotland's
performance 2010/11: The Committee will consider its approach to the Auditor
General for Scotland's report entitled "Overview of the NHS in Scotland's
performance 2010/11".

 
6. Consideration of approach - The 2010/11 Audit of the National Library of
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Scotland: The Committee will consider its approach to the Auditor General for
Scotland's report entitled "The 2010/11 Audit of the National Library of
Scotland".

 
 

Jane Williams
Clerk to the Public Audit Committee

Room T3.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5390

Email: jane.williams@scottish.parliament.uk
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The papers for this meeting are as follows—
 
Agenda Item 3  

Auditor General for Scotland briefing paper PA/S4/11/10/1

Auditor General for Scotland report PA/S4/11/10/2

Agenda Item 4  

Auditor General for Scotland briefing paper PA/S4/11/10/3

Auditor General for Scotland report PA/S4/11/10/4

Auditor General for Scotland report PA/S4/11/10/5

National Library of Scotland Annual Report and Accounts for
the Year Ended 31 March 2011 (hard copy only)

PA/S4/11/10/6

 

http://www.audit-scotland.gov.uk/docs/health/2011/nr_111215_nhs_overview.pdf
http://www.nls.uk/
http://www.nls.uk/
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SCOTTISH PARLIAMENT PUBLIC AUDIT COMMITTEE 
 
WEDNESDAY 21 DECEMBER 2011 
 
REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 
OVERVIEW OF THE NHS IN SCOTLAND’S PERFORMANCE 2010/11 
 

 

1. Overview of the NHS in Scotland’s performance 2010/11  was published on 15 December.  

This is report is published by Audit Scotland for the Auditor General. The report looks at 

pressures facing the NHS, how the NHS manages resources and its performance in 

improving Scotland’s health. 

2. The key messages from the report are: 

 The overall financial performance of the NHS is good and all NHS bodies met their 

financial targets, although ten of the 14 territorial boards reported an underlying recurring 

deficit.  Although cash funding for the NHS continues to increase, higher inflation means 

that overall NHS funding is decreasing in real terms.  Territorial boards have received a 

real-terms increase in funding in 2011/12 but funding for special boards has reduced. 

 The NHS has quality, efficiency and productivity strategies aimed at supporting it to work 

more efficiently and effectively.  The NHS continues to find it difficult to quantify 

productivity due to weaknesses in underlying data and difficulties in linking costs, activity 

and quality. This is needed to inform how to deliver better health outcomes with the same 

or fewer resources. 

 Healthy life expectancy in Scotland increased by three years for men and over two years 

for women between 1999/2000 and 2007/08; and rates of deaths from coronary heart 

disease, stroke and cancer have continued to decrease over the past decade.  However, 

there remain significant health inequalities across Scotland; for example, there are  

challenges in tackling levels of obesity, smoking, and alcohol and drug misuse.  The NHS 

cannot tackle these challenges alone and needs to work more effectively with other public 

bodies to make the best use of resources. 

 The NHS met three-quarters of the 28 performance targets due for delivery in 2010/11, 

but performance against these targets varied among individual NHS boards.  The NHS 

has achieved significant reductions in healthcare-associated infections and it is making 

good progress towards meeting its target to treat all patients within 18 weeks of being 

referred to hospital.  Over 80 per cent of patients who responded to recent surveys were 

satisfied with the treatment they received from the NHS. 
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SCOTTISH PARLIAMENT PUBLIC AUDIT COMMITTEE 
 
MEETING 21 DECEMBER 2011 
 
REPORT BY AUDITOR GENERAL FOR SCOTLAND 
 
REPORT SUBMITTED BY THE AUDITOR GENERAL UNDER SECTION 22 OF THE PUBLIC 
FINANCE AND ACCOUNTABILITY (SCOTLAND) ACT 2000 
 
 
The 2010/11 audit of the National Library of Scotland  

1. The Auditor General has produced a report on the accounts of the National Library of 
Scotland (NLS).   It provides an update and further information relating to a fraud at the NLS 
noted in a report on the NLS’ accounts for 2009/10.  

2. The auditor had qualified the opinion on the 2009/10 accounts because of investigations into 
financial irregularities at the NLS.   It noted that a member of NLS’ staff had resigned, that the 
matter had been referred to the police and that the NLS were taking steps to improve its 
controls. 

3. This report provides further detail on the nature of the fraud, its outcome and the action taken 
by the NLS.  It confirms that the former Chief Information Officer had pleaded guilty to 
defrauding the NLS of £500,000 through misuse of a corporate credit card and through 
awarding contracts on NLS behalf to a company that he owned.  He has been convicted and 
sent to prison for two years.  The NLS has taken civil action to recover the lost money and 
has recovered some £150,000 to date. 

4. The NLS has taken action to improve its procedures to prevent a re-occurrence of the fraud. 
It has introduced a new finance system which improves controls over purchase orders and 
invoices and has commissioned a report by an independent assessor which has provided 
assurance that the steps it has taken are appropriate.   
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A REPORT BY THE AUDITOR GENERAL FOR SCOTLAND UNDER SECTION 22(3) OF 
THE PUBLIC FINANCE AND ACCOUNTABILITY (SCOTLAND) ACT 2000 

 
THE 2010/11 AUDIT OF THE NATIONAL LIBRARY OF SCOTLAND 

 
 

1. I have received the audited accounts of the National Library of Scotland (NLS) for the 
year ended 31st March 2011. The auditor has given an unqualified opinion on the 
accounts. I have decided to issue this report to update Parliament on a financial 
misappropriation which I reported to Parliament on the accounts for 2009/10.   

 
2. I submit these accounts and the auditor’s report in terms of section 22(4) of the Public 

Finance and Accountability (Scotland) Act 2000, together with this report which I have 
prepared under section 22(3) of the Act. 

 
3. My report on the 2009/10 accounts noted that the auditor had qualified the regularity 

opinion on the accounts because of a material financial irregularity arising from a fraud.  
The matter had been identified during preparatory work for specifying a new finance 
system and had been fully investigated by the NLS’ internal auditor.  As a result the NLS 
had strengthened its procedures for authorisation and approval of expenditure relating to 
procurement.  A member of NLS staff had resigned and the NLS had referred the matter 
to the police. 

 
4.  In May 2011 the NLS’ former Chief Information Officer pleaded guilty to defrauding the 

library of £500,000 over a period of four years.  The fraud arose from misuse of a 
government purchasing card and through a contract awarded on behalf of NLS to a 
company owned by the former Chief Information Officer.  The individual involved was 
convicted and sent to prison for two years.  The NLS has taken civil action to recover the 
funds and to date £150,000 has been returned.   

 
5. The NLS has taken steps to improve its procedures to ensure that a similar fraud could 

not take place in future.  When the fraud was first identified it immediately strengthened 
procedures in place by requiring its managers to examine procurement methods used 
more closely before authorising expenditure. In April 2011 further improvements were 
introduced through a replacement finance system designed to increase the effectiveness 
of internal controls and financial management within the library.  Specifically the system 
addresses:  

 
 Raising and approving of purchase orders in advance of placing an order 
 Receipt of invoices directly to finance 
 Matching of invoices to purchase orders 
 Electronic approval of invoices 
 Effective and responsive reporting on procurement, financial commitments and spend 

against budget 
 Increase transparency of financial transactions 

 
6. The NLS also engaged an independent assessor to provide an opinion on its reaction to 

the discovery of the fraud.  The assessor was asked to consider whether the responses 
of NLS management and its Audit Committee had been appropriate, whether its 
governance, management and audit arrangements in relation to fraud issues were 
reasonable and whether there were any additional lessons that should be taken into 
account in the new financial system.  The assessors report concluded both NLS 
management and its Audit Committee had acted appropriately when the fraud was 
uncovered.  It also noted that the revised financial practices provide an appropriate 
balance of trust and empowerment to address potential misappropriation provided 



 

 

cultural behaviour within the NLS continues to ensure that the internal control systems 
are properly applied.  The report also made a number of recommendations about scope 
for improvement in governance, management and audit relating to the need for regular 
reporting to the NLS’ Audit Committee and the work of its internal audit function.  The 
NLS has accepted these recommendations and is taking action to address them. 
 

7. I have asked the appointed auditor to monitor the progress NLS makes in introducing its 
replacement finance system and in taking forward the recommendations of the 
independent assessor.  

 
 

 
Robert W Black 
Auditor General for Scotland 
November 2011 
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A REPORT BY THE AUDITOR GENERAL FOR SCOTLAND UNDER SECTION 22(3) OF 
THE PUBLIC FINANCE AND ACCOUNTABILITY (SCOTLAND) ACT 2000 

 
THE 2009/10 AUDIT OF THE NATIONAL LIBRARY OF SCOTLAND 

 
 
1.  I have received the audited accounts of the National Library of Scotland for the year 
ended 31st March 2010. The auditor has given an unqualified opinion on the accounts but 
has provided a qualified opinion on regularity of expenditure because of a financial 
misappropriation.  
 
2.  I submit these accounts and the auditor’s report in terms of section 22(4) of the Public 
Finance and Accountability (Scotland) Act 2000, together with this report which I have 
prepared under section 22(3) of the Act.  
 
3.  The auditor’s report, at pages 20 to 21 of the accounts, refers to the regularity of NLS 
expenditure in the following terms:  
 
“Qualified Opinion on Regularity  
As disclosed in the statement of internal control, in June 2010, NLS management detected a 
financial irregularity involving a financial misappropriation relating to procurement and 
invoicing. Internal audit have carried out an investigation and the matter has now been 
referred to the police. Internal investigations are continuing and a member of staff has 
resigned. The estimated value of the financial irregularity in this financial year is in excess of 
our materiality for the audit. I have therefore concluded that the audit evidence I have 
obtained is sufficient and appropriate to provide a basis for a qualified audit opinion that the 
expenditure was not incurred in accordance with applicable enactments and guidance 
issued by Scottish Ministers. In my opinion, except for the matter, referred to above, in all 
material 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.”  
 
4.  The NLS identified the irregularity, which has an estimated value in excess of £500,000, 
during work to introduce a new finance system. It immediately strengthened its existing 
procedures by requiring its managers to examine procurement methods used more closely 
before authorising expenditure. The replacement finance system will be available from April 
2011 and will further improve control. It will improve procurement through a new electronic 
purchase order process which will require approval before any expenditure is committed. It 
will also provide improved reporting, and therefore scrutiny, of non-contracted expenditure 
and suppliers.  
 
5.  Additionally, in line with its fraud prevention policy, the NLS has initiated investigations 
into the circumstances of the fraud and has taken legal action. Police investigations are 
ongoing.  
 
 
Robert W Black  
Auditor General for Scotland  
December 2010 
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