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ACCOUNTANT IN BANKRUPTCY 

AUDIT COMMITTEE 

MINUTES OF MEETING 

Thursday 5 May at Kilwinning 

 
 

Present: Kate Dunlop 
 

Non-Executive Board Member (Chair) 

 Lee Shedden Independent External Committee Member 

 Yvonne MacDermid Non-Executive Board Member 

In attendance: Richard Dennis Chief Executive 

 John Cook Executive Director – Case Operations 

 Rebecca Crook Head of Finance 

 Lisa Shaw Head of Governance 

 Asif Haseeb Audit Scotland 

 Les Henderson SG Internal Audit 

 Billy Wilkie SG Internal Audit 

 Stuart Riddell Secretary 

   

Welcome, introduction, apologies and acceptance of previous minutes and 
matters arising from previous minutes 
 
1. The Chair welcomed everyone to the committee. The agenda order was 
agreed. 
 
2. No conflicts of interest were noted. 
 
3. Updates on the previous action points were provided as follows: 

 Action 1 complete - Richard Dennis advised AiB would have three new non-
executive board members. One of these will become a fourth member of the 
audit committee. 

 Action 2 complete - Lee Shedden advised the terms of reference comments 
had been accepted and adopted. The associated correspondence to be 
recirculated by Stuart Riddell. 

 Action 3 complete - Seven responses to the audit committee annual survey 
were received. Stuart Riddell will collate the responses and circulate to group. 

 Action 4 complete – A pre-meeting of external members and attendees was 
held. 

 There were no outstanding actions. 
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4. Minor amendments to the minutes of the previous meeting were noted at: 

 para 11 – typographic error 

 para 42 – four actions, not five 
 
AiB Chief Executive Update 
 
5. Richard Dennis gave a policy update and informed that the Bankruptcy 
(Scotland) Act 2016 had received Royal Assent. He informed that 500 plus letter 
templates would require updating with reference to the new Act. Notes for Guidance 
are also being updated. Work was being undertaken on the consolidation of six sets 
of regulations. 
 
6. Richard also advised of new appointments in the SG’s Senior Management 
Structure. The new Director General for Enterprise, Environment & Innovation is Liz 
Ditchburn. Mary McAllan is the new Director of Economic Development and AiB’s 
new Fraser Figure. 
 
7. John Cook informed AiB’s quarter 4 (15-16) statistics had been published the 
previous week. The year has seen a big drop in the number of bankruptcies.  A 55 
per cent in-year drop in Debt Payment Programmes(DPP) under the Debt 
Arrangement Scheme (DAS) may be attributable to creditor forbearance, regulation 
changes which have proved unpopular in the money advice sector, such as the 
inclusion of all debt in a DPP, and to larger providers not generating the same 
volumes as before. Protected Trust Deeds (PTDs) have seen a 6 per cent increase 
in year. John noted concern surrounding trust deeds and cases where available 
equity was not being included. Operationally the teams were coping well with the 
work volumes being generated. 
 
8. John Cook also informed the issue with DAS payments distributers (PDs) had 
been resolved. A three month grace notice has been introduced to replace the one 
month period required for a PD to end their duties and transfer their caseload.  
 
9. Richard noted that the 43rd IT release (Sprint 43) for the current IT systems 
had been made.  He also informed that consultations on both trust deeds and DAS 
had finished but there had been a low response rate. Kate Dunlop asked if there had 
been any common themes identified from the consultations. John Cook again 
advised that all debt included in a DPP and full realisation of equity in a PTD were 
the main issues, however, a full report would be available at a later date. 
 
External audit – Final Interim Report AC(16-17)01, Financial Reporting Scrutiny 
(AC(16-17)02 
 
10. Asif Haseeb introduced the Interim Report and informed testing earlier in the 
year had looked at five key systems and resulted in six action plan points. He noted 
they were broadly happy with response from AiB management and that some points 
had already been completed.  
 
11. The committee discussed paragraph 22 of the report where an invoice was 
not available due to corruption in the Sage accounting system. Whilst this had been 
resolved at the time, Rebecca Crook gave an explanation of the IT in place informing 
an error by support at Sage meant AiBs system needed refreshed from our own 
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back-up system. Lee Shedden queried the security and information risk around the 
process and received assurance from Rebecca Crook of security process. Billy 
Wilkie confirmed that Internal Audit had not been aware of this, however, Les 
Henderson continued that Internal Audit believed there was good mitigation in place 
at AiB.     
 
12. Asif Haseeb drew the committees attention to paragraphs 17-19 and informed 
that Audit Scotland were conducting an external audit of Internal Audit Division. 
There were no concerns raised over this action. 
 
13. Kate Dunlop confirmed first with Asif Haseeb and congratulated AiB 
management on the access given to systems and information, and the assistance 
provided throughout the audit process.  
 
14. Lee Shedden asked some follow on questions regarding paragraphs 14 and 
15 of the report. Rebecca Crook gave a brief description of the purchase order and  
EASEbuy processes used. She also confirmed that any authorised individual could 
checked system reconciliations but these checks were solely to ensure both systems 
in use were aligned. 
 
15. Yvonne MacDermid asked if there had been any lessons learned. Rebecca 
Crook informed that Sandra Murdoch was the interim Finance manager and that she 
was happy with the way that the audit proceeded. Asif Haseeb noted that external 
audit had also used new staff (Pamela Morrison). Rebecca Crook informed she felt 
the recommendations were fair.  
 
16. Kate Dunlop asked if Richard Dennis felt comforted by the audit outcome. 
Richard stated he believed that finance was in a good state. 
 
17. Asif Haseeb introduced the financial reporting and scrutiny report. The report 
may be suitable and useful for members of audit committees without a financial 
background.  The style of the report is aimed primarily at local councils but could 
prove a useful aide memoire for any committee. Richard Dennis noted the paper 
would be useful as part of the audit induction pack.  Asif Haseeb informed that the 
document could be shared outside the meeting. 
 
18. Yvonne MacDermid asked how many transactions were handled in the 
purchase order process. Rebecca Crook informed that around 30,000 invoices had 
been raised in the last year. 
 
Finance Monitoring Report AC(16-17)03 
 
19. Rebecca Crook introduced the period 12 financial report and noted figures 
remained subject to audit. She reported a surplus for the year of £413k. Income was 
reported under budget, mainly due to lower case volumes in DAS and bankruptcy. 
PTD volumes and resultant income had been slightly higher than expected. Refunds 
to the Public Purse were on budget. Costs for the year were also under budget, 
mainly due to the lower case volumes, although expenditure on outlays was also 
lower as a result. Overheads were reported as being on budget. The higher 
depreciation figure was accountable to the new case systems which show higher 
depreciation at the start. John Cook noted a budget saving of £350k by not creating 
a bespoke Business DAS system. Number of Business DAS applications justified 
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performing this function clerically. Rebecca informed that capital expenditure and 
payment performance were both on target. There was no change in third party 
consigned funds.  
 
20. Rebecca Crook discussed the use of virtual bank accounts by AiB as means 
to reduce the number of live accounts used. She also gave a brief description of the 
Roybank processes; providing assurance to audit that error reports were available as 
part of the double entry style administration. Yvonne MacDermid questioned levels of 
authorisation and what checks were in place to which Rebecca informed all 
transactions were reconcilable back to cash transfers.  
 
21. Rebecca Crook gave detail on the sequestration funds graph, explaining this 
money is used to repay the public purse or dividends to creditors. Yvonne 
MacDermid asked about the interest rates provided by the bank.  Rebecca noted 
that the rates were agreed in the contract with the bank and that the rate was low.  
 
22. For aged debt, Rebecca Crook informed that those owing monies were 
predominantly the same as per previous reports. Yvonne MacDermid asked what the 
risks were surrounding those debt management companies awaiting FCA permission 
and particular AiB debtors with aged debt. John Cook informed that the trustees 
were responsible, rather than the companies, and the each case has a security 
bond. He went on to inform of an insolvency practitioner in administration where the 
bonding insurer had refused to pay, but gave temporary assurance that the 300 
Scottish PTDs the firm were currently operating were covered by a separate 
account. 
 
23. Lee Shedden suggested the finance report would perhaps be of more merit if 
it were created on a quarterly basis, thus allowing a longer period for comparison. 
Given the frequency of committee meetings this suggestion may be taken forward. 
   
Quarterly Fraud Update AC(16-17)04 
 
24. No instances of fraud were noted for the quarter. Kate Dunlop thanked 
Rebecca Crook for the supplementary fraud information provided in annex form. 
Confirmation was given to the committee that AiB had not experienced any form of 
phone fraud.  
 
Corporate Risk Register AC(16-17)05 
 
25. Richard Dennis introduced the risk register and drew particular attention to the 
new risk on starting the tendering process for AiB’s insolvency providers contract. 
Discussion was held around lower case volumes potentially resulting in higher costs 
to the provider and the resultant risk to number of tenders. The previous contract 
was worth just over £3m and is vital to the sustainability of the Agency’s full cost 
recovery targets. Further brief discussion on the next government spending review 
and future income was held. It was agreed that overall the Agency risks were safe 
but this was due to good mitigation to contain them. Lee Shedden noted that risks 
10, 8 and 5 were most significant as these would all have a major impact on the 
business if mitigations were to fail. Les Henderson commented that risk was well 
managed by the Agency.   
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Internal Audit – Annual Assurance 2015-16 AC(16-17)06, Draft Plan AC(16-
17)07, Draft MoU AC(16-17)08 
 
26. Les Henderson introduced the annual assurance report as being the most 
important report of the year and having looked at an overall review of risk control and 
governance. Internal Audit gave substantial assurance across all areas of their  
audit. He gave more detail on the audit process explaining that three main reviews 
were undertaken and citing appropriate and reliable evidence and judgement from 
AiB staff.  He gave further examples of good practice from the audit commending 
AiB’s response to follow-up review issues and recommendations, AiB’s positive 
response in addressing these, and AiB taking the control structure seriously.  AiB’s 
overall governance and committees yielded positive results and were appropriate to 
their need. 
 
27. Les observed areas that had not been audited were those (SG) corporate 
systems such as eRDM. There is an on-going review of ‘central’ issues, details of 
which will be confirmed at a future AiB audit committee. In relation to Annex 1 of the 
annual assurance report, Billy Wilkie noted that all reports were now done. Improved 
practice by Internal Audit was observed with the audit being undertaken throughout 
the year rather than all at one time. Les Henderson noted that audit discussions 
were also held with external audit and Billy Wilkie noted further assurance with AiB 
having their own internal compliance function. 
 
28. Yvonne MacDermid noted a minor amendment to the report at Annex 1.   
 
Action: Billy Wilkie to amend organisational communications assurance to 
substantial. 
 
29. Billy Wilkie introduced the 2016-17 Internal Audit plan for AiB with timings still 
to be discussed. A recruitment and employee review will take place later in the year. 
Kate Dunlop opened the plan to committee comment. AiB management were happy 
with the plan and felt it would add value to the work already undertaken. John Cook 
noted that all operational areas had been looked at in previous years and that project 
management was a good area to review. Richard Dennis informed that workforce 
planning had already initiated but it would be later in the year before any solid 
grounds for review was there. The review of compliance would start in September. 
 
30. Billy Wilkie introduced the Internal Audit draft memorandum of understanding. 
This is part of a strategic review across their client base with all clients receiving the 
same document. The committee was happy with the documents substance. 
 
31. Les Henderson gave an update on other work underway within Internal Audit 
Division.  They were currently undergoing a new strategic review by Ernst & Young. 
Their new director was taking strands forward mainly in up-skilling, resourcing, 
performance targets, and understanding of client aims and expectations. There was 
a broad look at controls, risks and governance issues. A client questionnaire on 
performance would be circulated in due course. Brief discussion was held by the 
committee on these points. 
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AOB, Actions, Next meeting and Thanks 
 
32. Richard Dennis had asked if there was a potential conflict of interest in the 
replacement external audit provider for AiB.  All three possibilities currently provide 
some level of contract with AiB. It was agreed by the committee that any potential 
conflict could be managed. Asif Haseeb noted the challenge of adapting to a new 
firm. Les Henderson requested a meeting between Internal Audit and the new 
external auditor once appointed. 
 
Action Point – Asif Haseeb to advise Les Henderson / Internal Audit once new 
external auditor to AiB is appointed. 
 
33. Yvonne MacDermid extended thanks to AiB staff who had provided a high 
quality of assistance to both internal and external auditors. 
 
34. There was no further business. 
 
35. Kate Dunlop extended her thanks to one and all. 
 
 
 
Action Point 1 – Asif Haseeb to advise Les Henderson / Internal Audit once new 
external auditor to AiB is appointed. 
 
Action Point 2 - Billy Wilkie to amend organisational communications assurance to 
substantial. 
 
Action Point 3 - Stuart Riddell to recirculate Lee Shedden’s March response and 
comments to Terms of Reference document 
 
 
 
 
 
 
 
 
Date of next meeting 02 August 2016 
 
Stuart Riddell 
Secretary 
05 May 2016 


