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AUDIT & RISK ASSURANCE COMMITTEE 

TUESDAY 9 JUNE 2015 AT 1.30PM 

SCOTTISH FIRE & RESCUE SERVICE, PERTH COMMUNITY FIRE STATION,  

401 HIGH STREET, PERTH PH1 1PL 
 
 

PRESENT:  Neil Pirie (Chair); Bob Benson (Board Member) Jimmy Campbell (Board 
Member); Bill McQueen (Board Member); Sid Patten (Board Member);  
 
 
IN ATTENDANCE:  Gary Gibb (Internal Audit); Alasdair Hay (Chief Officer); Brian McKenzie 
(Her Majesty’s Fire Service Inspectorate); Sarah O’Donnell (Director of Finance & 
Contractual Services); Claire Bailey (External Audit); Roy Dunsire (Business Support); 
Robert Scott (Director of Strategic Planning, Performance and Communication); Julie Taylor 
(Internal Auditor); John Thomson (Head of Finance & Procurement); Steve Torrie (Her 
Majesty’s Fire Service Inspectorate); Diane Vincent (Director of People and Organisational 
Development); Gill Cochrane (Business Support/Notes) 
 
 

  ACTION 

1 CHAIR’S WELCOME 

The Chair welcomed everyone to the meeting, and expressed thanks to 
those attending for the first time. 

 

   

2 APOLOGIES 

None. 

 

   

3 DECLARATION OF INTERESTS  

 The Chair confirmed again that his son was in continuing employment 
with Grant Thornton. 

 

   

4 MINUTES OF PREVIOUS MEETING:  4 MARCH 2015 

The Committee approved the minutes of the ARAC meeting on 4 March 
2015 as an accurate record, with one amendment at Item 7 which should 
read ‘Deputy Chief Fire Officer’, rather than ‘Deputy Assistant Chief 
Officer’. 

BST 

 Matters Arising  

 None.  
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5 ACTION LOG  

 The Committee considered the action log which was updated.  
 

The Committee noted the action log. BST 
   

6 INTERNAL AUDIT  

(a) SFRS Internal Audit Annual Report and Assurance 2014/15  

 With reference to the retirement of Alister May and Ian Robertson, 
Gary Gibb advised that he had been appointed as the Scottish 
Government Business Internal Audit Partner for the Scottish Fire and 
Rescue Service.  He drew attention to the key issues of the 2014/15 
Annual Report which provided ‘reasonable assurance on the adequacy 
of SFRS risk management, control and governance framework’, and 
highlighted Annex 1 which contained the definition of Assurance 
Categories and Recommendation Priorities. 

Having reviewed all of the papers and reports issued to date, he 
expressed the view that the overall assurance level was a fair 
reflection of the current position of the organisation.  Some 
improvements were required in current procedures, and there was 
some weakness in governance control measures but this was not 
significant. 

It was noted that Table 1 of the annual report identified two emerging 
assurance levels in regard to: 

a) Procurement – Governance, Operations and Contract 
Management; and 

b) Communications. 

It was anticipated that both of these would be issued to SFRS within 
the next 2-3 weeks. 

Reference was made to Annex 2 which provided a Summary of the 
Findings from 2014/15 Internal Audit Reviews. 

 

   

(b) SFRS Internal Audit Progress Report  

 Gary Gibb advised that the 2015/16 programme of Audits was about to 
commence, and it was noted that the Travel and Subsistence Review, 
which had been deferred from 2014/15 to 2015/16, would include car 
leasing information. 

Bob Benson sought clarification of the difference between a 
‘substantial’ and a ‘reasonable report’.  Gary Gibb advised it related to 
frameworks being in place and evidence of goals and strategic aims 
having been implemented.  Any weakness in control measures would 
impact adversely. 

With reference to Appendix 2, Monitoring Implementation of Agreed 
High/Medium Priority Recommendations from 2014/15 Reviews, Sid 
Patten sought the Auditor’s view of SFRS 76% success rate.  Gary 
Gibb commented that it was a good position for SFRS to be in.  Sarah 
O’Donnell advised that she had met with Julie Taylor and was working 
with managers on outstanding recommendations, some of which were 
longer term, with a view to identifying a solution. 
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 Findings of Procurement report to be brought forward to the next 
meeting. 

G GIBB 

   

7 EXTERNAL AUDIT 

Grant Thornton:  Audit Update 

 

 Claire Bailey advised that the report provided details of progress 
against the 2014/15 Audit Plan, as well as a summary of emerging 
national issues, and key accounting/auditing developments that may 
be relevant to the Audit and Risk Assurance Committee.  She drew 
attention to the identified three key risk areas which were the focus of 
the audit, ie: 

 Operating expenditure – early testing concluded with no issues 
arising; 

 Payroll – early testing delayed, and further work planned; 

 Firefighters’ pension payments – information still requires to be 
reviewed, and further work planned. 

It was noted that no major changes were expected in terms of financial 
standards; the biggest change related to the Strategic Report 2015/16 
which will be more of a performance report. 

With regard to the testing of the Payroll system, it was noted that this 
would fall in the middle of the Payroll transition/migration process 
which was anticipated to be complete by the time of the audit next 
year.  Claire Bailey commented that additional resources had been 
secured in order to commence the audit work earlier. 

The following issues were raised: 

 Audit Scotland Reports April 2014-March 2015 – Scotland’s Public 
Finances:  A Follow-up Audit, point 3 There is limited evidence of 
longer term financial planning 

Bob Benson sought clarification regarding whether a different 
approach to the incremental approach might be required.  Claire 
Bailey explained that there were a number of budgeting models 
available, eg ‘zero’-based but, in regard to long-term financial 
planning, a more strategic viewpoint was required.  It would not 
necessarily mean having a budget for the duration of the period but 
aiming to identify sources of funding in terms of ongoing changes, 
and the effect on medium to long term revenue. 

 Community Planning:  Turning Ambition into Action 

Bob Benson sought clarification regarding how information 
gathered so far, is fed back into the system in order to influence 
future planning within the organisation. 

Sarah O’Donnell advised that Grant Thornton identified national 
reports in their planning document and she had initiated a process 
where these were being considered within service delivery and 
Directorates, by ACO Dave Boyle and LSOs, in relation to specific 
Community Planning Partnerships.  She was in discussion with 
ACO Robert Scott to ensure that national reports were visible at 
corporate level.  ACO Scott commented that this would be picked 
up in the development of the next set of local plans, and he 
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outlined the process whereby local plans would be developed into 
the creation of the Strategic Plan, resulting in one reference 
document for LSOs. 

 Questions for non-Executive Directors to Consider:  Scotland’s 
Public Finances:  A Follow-up Audit 

Bill McQueen referred to the question ‘Does my organisation have 
a long-term financial strategy (covering 5 to 10 years) and the 
criticism by Audit Scotland in their recent report that there is no 
such strategy in SFRS.  He sought clarification regarding whether 
or not there were good organisations that had produced these 
which might be helpful to Board members.  Claire Bailey advised 
that there were some examples but they were not necessarily 
suitable or good practice for SFRS. 

Alasdair Hay advised that, whilst he accepted the recommendations of 
Audit Scotland, many of the components of long-term financial 
planning already exist within SFRS, and there was a critical savings 
pathway that would form the core of how a financial strategy would be 
populated in going forward.  It was intended to utilise the template for a 
long-term financial strategy, provided by Audit Scotland for this 
purpose.  It was important for SFRS and other public bodies to 
recognise the climate of financial uncertainty, and that financial 
planning should not sit in isolation but should link to other documents 
across the organisation - most importantly to the Strategic Plan and 
the legislation which underpins the organisation. 

 Holiday Pay 

In response to a request from Neil Pirie for an update on this issue, 
Sarah O’Donnell advised that Diane Vincent’s team was currently 
taking legal advice in terms of the annual accounts.  It was likely 
this would be envisaged as a ‘contingent liability’, ie SFRS does 
not have certainty over the amount but a ‘reasonable expectation’ 
of a cost arising in future.  This would be discussed further with the 
Auditors for their guidance. 

 A draft report on the issue of holiday pay would be available by 
the end of this week and picked up through the Strategic 
Leadership Team (SLT). 

DVINCENT 

   

8 HM FIRE SERVICE INSPECTORATE (HMFSI)  

(a) Routine Report on HMFSI Business 

Steven Torrie provided members with an update of progress on 
HMFSI inspection and reporting activity.  He highlighted that: 

 Two publications had been made since the last meeting, ie 
Performance Management Systems in the SFRS, and Local Area 
Inspections. 

 A report on Planning and Defining Service Resources would be 
published in the near future. 

 An inspection had commenced in regard to SFRS Preparedness 
for a Serious Flooding Event. 

 An inspection outline was recently published in regard to SFRS 
Management of Automatic Fire Signals. 
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 Haddington Fire Appliance Accident:  In March, this Committee 
was provided with a verbal brief in regard to HMFSI’s interest in 
this accident.  HMFSI had subsequently committed to investigate 
this in the shadow of SFRS’ own internal investigation; whilst they 
considered this to be a ‘test case’ and would decide in due course 
the most appropriate conclusion to their inquiry, they were duty-
bound to publish it. 

In response to a request for clarification, from Board member 
Jimmy Campbell, of the reason/s for choosing this specific incident 
Steven Torrie advised that it involved considering the nature of the 
accident, the actions being taken by SFRS, discussions with the 
Crown Office, Police Scotland and the Health and Safety Executive 
(HSE) but the final consideration was whether or not HMFSI’s 
involvement would add value. 

 Local Area Inspections:  HMFSI had previously informed the 
Committee that they had published the first report of a rolling 
programme of Local Area Inspections primarily for Local Senior 
Officers and line managers; whilst it was not intended to report the 
details of such reports to this Committee, an annual summary 
would be produced; with regard to Aberdeen City, a summary of 
the key findings of the local area inspection was appended for 
members’ information. 

Robert Scott advised that internal business procedures were being 
created to allow SFRS to capture good practice (or otherwise) from 
local area inspection reports to ensure that these were shared/ 
benchmarked across LSO areas.  The Aberdeen City report 
referred to the need for station-based staff to be made aware of the 
existence of local plans and to be involved in consultation; this 
issue would be considered by the Engagement Committee at its 
meeting tomorrow where there is a full programme of engagement 
prior to formal consultation. 

Board member Jimmy Campbell referred to the reference in the 
summary to staffing levels and the impact on crew availability in 
Aberdeen City.  He sought clarification regarding whether or not 
SFRS had hard evidence in support of the statement that ‘fire 
appliances are unavailable at a greater frequency than in the past’.  
Steven Torrie highlighted that he did not see any evidence in this 
particular inspection, and that there were still different monitoring 
systems in use across the country.  The statement was offset with 
the caveat that industrial action might have contributed to staffing 
pressures, and it was not being treated as over-significant.  ACO 
Robert Scott commented that the most recent wholetime 
recruitment campaign had targeted the Aberdeen area. 

 In the first quarter of 2016 HMFSI would undertake a Local Area 
Inspection in the City of Dundee; although this was the first formal 
notification, the LSO and line manager had been forewarned. 

 It had been decided not to initiate any work in regard to the 
Retained Duty System and Volunteer service, and the report noted 
the rationale behind this. 

 The report identified HMFSI’s strong interest in the development of 
the Scottish Government’s new Framework for SFRS, and had 
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notified the Scottish Government accordingly. 

With reference to Annexe 1 of the report - Pressures on SFRS ICT 
Department – Board member Sid Patten sought clarification in regard 
to the rationale behind HMI’s assertion that developing in-house 
systems would be more expensive, and the Inspectorate’s concerns 
regarding ongoing maintenance costs. 

Steven Torrie commented that there were different burdens on the 
organisation depending on whether work was internal or external.  If 
outsourcing systems, finance was required to meet the cost; if 
developing in-house, staff resources were needed.  Sarah O’Donnell 
expressed that there were savings associated with in-house 
development of the Operational Intelligence System, compared to the 
options inherited from legacy services, but it was less costly to 
outsource the maintenance of it. 

The Chair, Neil Pirie, sought clarification of the criteria for identifying 
areas for inspection in relation to serious flooding issues.  Steven 
Torrie advised that areas were randomly selected. 

   

(b) Discussion Paper:  ‘Having Regard’ to HM Fire Inspectorate Reports  

 Steven Torrie explained that he had circulated this discussion paper as 
it appeared that ‘having regard’ carried more legal significance than 
previously thought.  Because of the clear legal requirement on SFRS, 
it might cause the Inspectorate to change its behaviour in terms of the 
publication of reports, resulting in a clearer, sharper approach, as well 
as reports of less volume. 

Board member Jimmy Campbell suggested that this outcome would 
likely be of interest to the Operational Guidance Board.  Steven Torrie 
highlighted that SFRS was very specific in its documentation about the 
meaning of ‘having regard’. 

Alasdair Hay accepted the degree of reassurance provided by 
HMFSI’s comments that he would reflect on his approach to 
inspections and their outcomes.  However, this represented a more 
significant burden on SFRS than previously anticipated, and he looked 
forward to discussing this in more detail with HMFSI tomorrow. 

Finally Steven Torrie advised that he had submitted 6-months’ notice 
to the Scottish Government of his intention to retire in October 2015.  
The next meeting of the ARAC in September would be his last. 

 

   

9 HMFSI ACTION PLAN UPDATE 

Analysis/Action Plan on Emergency Medical Response 

Analysis/Action Plan on Equal Access to National Capacity 

 

 ACO Robert Scott circulated a revised cover report which more 
accurately reflected its title, as detailed above.  Reflecting on the new 
format of the reports, he explained that, on creation of the 
Performance Improvement Forum he brought together Directorate 
representatives to provide regular updates to ensure that progress 
against HMI recommendations was maintained.  However, the original 
template lacked provision for detail on milestones and various actions.  
This had now been addressed, and a RAG status applied.  A Lead 
Officer had been appointed at Directorate level, as well as for each of 

R SCOTT 
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the actions.  He expressed the view that the new format better 
facilitated measuring effectiveness in delivering against HMFSI 
recommendations, and actions/timescales for delivery were being 
developed in partnership with Lead Officers. 

Although an overview report, conducted in the initial stages of the new 
service, was due to be reported ‘by exception’ today, ACO Scott 
suggested that this would be subject to the new format, and actions 
agreed with the relevant Lead Officers prior to being circulated to 
Committee members for discussion at the next meeting.  Any issues 
identified as RED status would be reported on in accordance with the 
Committee’s Terms of Reference. 

It was noted that, prior to meetings of the Performance Improvement 
Forum, meetings take place with Lead Officers on a monthly basis to 
discuss and populate the template. 

Steven Torrie referred to previous discussion regarding organisational 
priorities in terms of HMFSI recommendations, commenting that it was 
for this Committee to determine these and that, in building a business 
plan, the organisation must prioritise. 

   

10 ARAC ANNUAL REPORT 2015 TO THE ACCOUNTABLE OFFICER  

 Neil Pirie referred to previous discussion regarding the timing of this 
particular report in order to support the Annual Governance Statement.  
He expressed the view that it should be produced before the draft 
Accounts, ie mid-August.  It was noted that, this year, it was scheduled 
for consideration of SFRS Board on 30 July. 

 

 An Amendment was required at Para 3.2 in Appendix A of the 
report, which should read ‘…appointed by Auditor General for 
Scotland, prior to being recirculated. 

BST 

   

11 REVIEW OF COMMITTEE EFFECTIVENESS  

 Neil Pirie referred to the recent review of the effectiveness of ARAC, 
and explained that a different approach had been taken this year in 
utilising the Performance Service Improvement Framework (PSIF) 
checklist.  It was noted that 19 regular attendees had been invited to 
complete the checklist and comment on aspects of this Committee’s 
effectiveness.  Thirteen responses were received.  On 19 May a 
presentation of the outcomes was given and copies circulated to those 
who had been invited to participate.  A further meeting was scheduled 
to take place on 21 July, and all those who were invited to participate 
in the review would also be invited to that meeting.  The resulting 
Action Plan would be submitted to the September meeting of this 
Committee. 

Neil expressed thanks to those who had taken the time to participate. 

 

   

12 ANNUAL GOVERNANCE STATEMENT  

 The Chief Officer updated members in regard to the Annual 
Governance Statement to be included in SFRS Annual Report and 
Accounts for the year ended 31 March 2015, and invited them to 
consider the contents as set out in Appendix 1. 

He explained that 
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 The Statement is a requirement of the Scottish Public Finance 
Manual (SPFM) relating to stewardship of the organisation, and 
sets out the outcomes of the Accountable Officer’s review of the 
adequacy and effectiveness of the organisation’s internal control 
risk management and corporate governance arrangements. 

 The 2014/15 annual statement provides a more comprehensive 
review compared to last year. 

 In March, this Committee considered the approach to preparing the 
statement which included conducting an assurance mapping 
exercise (Appendix 3), and following a wide-varying assurance 
plan to co-ordinate and assess assurances and identify potential 
gaps in the effectiveness of controls that support delivery across 
SFRS strategic aims and objectives, key functions and processes. 

 The Scottish Government’s internal audit assurance categories 
were also utilised to assess the effectiveness of controls against 
corporate risks by drawing on evidence from key assurance 
providers highlighted within the SPFM. 

 The approach, format and contents of the Annual Governance 
Statement were also informed using best practice and guidance 
from other public bodies such as the National Audit Office and HM 
Treasury, and in liaison with the Scottish Government SFRS 
finance partner to identify good practice etc. 

 The review confirmed that SFRS has a generally sound system of 
risk management and internal control which supports the 
achievement of its policies and strategic aims and objectives, and 
no significant issues were identified. 

 The Annual Governance Statement has substantially improved 
from last year and this approach will continue. 

The Chief Officer expressed appreciation and thanks to the Business 
Support Team for the extensive work done to produce the statement.  
It was noted that the Scottish Police Authority had undergone a similar 
exercise, and a meeting would be arranged with them to share any 
lessons with a view to further strengthening future Annual Governance 
Statements. 

Neil Pirie commented that it was very reassuring to understand the 
scope of work that had gone into the preparation of the statement, and 
commended the efforts of all those involved. 

 The Annual Governance Statement to be signed on same day as 
SFRS Accounts. 

A HAY 

   

13 REVIEW OF CORPORATE RISK REGISTER  

 Sarah O’Donnell provided a quarterly update of the Corporate Risk 
Register, commenting that following review by the SLT, two changes 
were made, ie: 

 Corporate Risk 9 (where industrial action impacts SFRS ability to 
deliver an efficient and effective service) risk level reduced. 

 Corporate Risk 12 (where the Transformation programme fails to 
achieve its stated objective) risk level reduced. 
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With regard to Corporate Risk 8 (where SFRS fails to attract/retain 
staff with appropriate skills) given the controls in place, the current risk 
rating accurately reflects the overall impact of the risk to the 
organisation. 

The Chief Officer confirmed that, in regard to Corporate Risk 9, the 
dispute south of the border was still live but SFRS was monitoring the 
position. 

Diane Vincent highlighted the following: 

Corporate Risk 8:  (where SFRS fails to attract/retain staff with 
appropriate skills):  Succession Planning 

 HR/OD would meet with Heads of Function in the next few weeks 
to consider particular impacts around implementation of the Pay & 
Reward Framework; feedback will be provided through the Staff 
Governance Committee on 23 June; thereafter, an overall Action 
Plan would be provided; the Trade Union ballot was due to 
conclude on 11 June and, in liaison with Heads of Function, the 
risk would be further assessed. 

 In liaison with the Director of Finance & Contractual Services, an 
SLT priority list of vacancies was being developed; however, the 
scale of the risk was unlikely to increase significantly; the main 
control measure would be to work with Heads of Function to 
identify issues and build Action Plans. 

 An update against the principles of the Succession Planning 
Framework, which were approved by the Board last September, 
had been prepared for the Staff Governance Committee on 23 
June, and included a suggested overarching timeline for 
succession planning arrangements. 

 A workforce plan had been produced in December in support of the 
Audit Scotland review; it will be kept under review through the Staff 
Governance Committee and will be a standing agenda item along 
with the Terms of Reference; it highlighted gaps in the managerial 
cadre particularly uniforms; SLT had been restructured with the 
appointment Deputy Assistant Chief Officer (DACO) posts; 
proposals for a further restructure of SLT will come forward in the 
autumn in response to anticipated SLT retirals next year; selection 
pools had been established for Area and Group managers 
covering a period of two years; an Assessment Centre for Station 
Managers was currently underway; an advert for the supervisory 
manager process was about to close which should result in 
selection pools at each key managerial role for a 2-year period; 
work to be concluded by the autumn. 

 SFRS Recruitment and Selection Policy was approved by the 
Board in January; a review of the competency framework would be 
reported through the Staff Governance Group; work had been 
undertaken with the Fire Brigades Union (FBU) to consider the 
harmonisation of uniformed Terms & Conditions and Mobility 
arrangements. 

 An Appraisal Policy should be developed by March 2016 and, in 
support of that, have the HR / Payroll system coming on Board; 
John Thomson was working with Peter Heath to review the scope 
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of HR processes as part of that solution. 

 Of key interest to this Committee is the risk associated with the 
potential retirement of SLT members but this is mitigated, in part, 
by the SLT restructure resulting in the appointment of DACOs 
earlier this year; with regard to the potential retirement of the Chief 
Officer, contingency arrangements were in place through the 
Deputy Chief Officer role; it was anticipated that another review of 
SLT structure would result from retirals next year; it was suggested 
that the Staff Governance Committee keep the proposal for 
specific succession planning around the Principal Officer cadre 
under review, and this proposal would be brought forward in due 
course. 

Neil Pirie expressed thanks to Diane Vincent for attending to provide 
more in-depth insight to specific risks and the action/s being taken by 
SFRS.  It was noted: 

 The next update would reflect the inclusion of the Staff 
Governance Committee. 

 It was likely that work would be done by the autumn in regard to 
succession planning for SFRS Board. 

Board member Sid Patten sought clarification in regard to why some 
risks had not changed in light of experience and, specifically, Financial 
Sustainability, SFRS HQ, and Firelink. 

Sarah O’Donnell commented that, in terms of: 

 Financial sustainability:  due to the lack of certainty around future 
budget levels in 2016/17, the risk level was reasonably high and 
would be monitored. 

 SFRS HQ:  the timing of this review was slightly ahead of the 
Minister’s answer to SFRS proposals; the organisation was, 
therefore, not in a worse position; a proposal on the way forward 
would be presented to the Board in July. 

 Firelink:  there was a lack of information but it was anticipated this 
would be forthcoming in the foreseeable future; the Risk Register 
would be updated at that point. 

Sid Patten highlighted the importance of the Executive keeping these 
risks in view. 

Bill McQueen expressed thanks to Diane Vincent for the explanation 
on succession and workforce planning, commenting that the Staff 
Governance Committee would look forward to receiving the report she 
referred to.  He highlighted the importance of a national organisation 
having succession planning arrangements in place. 

   

14 ANNUAL REPORT AND ACCOUNTS 2014/15:  REGULATORY 
CHANGES / REVIEW OF ACCOUNTING POLICIES 

 

 Sarah O’Donnell updated the Committee in regard to any regulatory 
changes or amendments to the Accounting Policies that were required 
in relation to the Annual Report and Accounts for the financial year 
2014/15.  The Scottish Public Finance Manual (SPFM) had been 
reviewed and, in discussion with Grant Thornton it was agreed that 
changes were not required to the Accounting Policies or the 
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presentation of the Annual Report and Accounts.  However, minor 
updates were considered to be required, and these were reflected in 
section 4 of the report. 

John Thomson commented that, as a Committee, members were 
required to review accounting policies.  He outlined the process for 
this, and gave a presentation covering what is new for other significant 
public bodies; the organisation as a ‘going concern’; funding; 
employee benefits; pensions; tangible assets, and next steps. 

 Members noted that there were no major regulatory changes 
required to complete the Annual Report and Accounts for the 
year ended 31 March 2015, and noted the number of minor 
amendments to the Accounting Policies, as outlined in the report.   

SO’DONNELL 

   

15 ARAC FORWARD PLAN  

 Neil Pirie highlighted that the next scheduled meeting would take place 
Monday 7 September @ 10am, concluding with lunch - and not 
Tuesday 8 September. 

An additional meeting was scheduled to take place in October to 
consider the annual accounts. 

 

   

16 ANY OTHER BUSINESS  

 Private Meetings with Internal / External Audit 

Neil Pirie advised that there was nothing to report from these 
meetings. 

 

   

17 DATE OF NEXT MEETING  

 Monday 7 September 2015 @ 10am 

The Connor Room, Maddiston, FALKIRK 

 

 


