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Midlothian

Audit Committee

Date
Monday 23 February 2026

Audit Committee
Monday 22 June 2026
Iltem No 4.1

Venue

MS Teams

Time
11:00am

Present:

Councillor McEwan (Chair)

Councillor Bowen

Councillor McCall

Councillor Milligan

In Attendance:

Councillor Alexander

Councillor Cassidy

Councillor Scott

Dr Grace Vickers, Chief Executive

Kevin Anderson, Executive Director
Place

Morag Barrow, Joint Director Health and
Social Care and Chief Officer to Midlothian
Integration Joint Board (virtual)

David Gladwin, Chief Financial
Officer and Section 95 Officer

Saty Kaur, Chief Officer Corporate
Solutions

Derek Oliver, Executive Director
Children Young People and
Partnerships (Acting)

Duncan Stainbank, Chief Internal Auditor

Alan Turpie, Legal and Governance
Manager and Monitoring Officer

Amber Ahmed, Auditor, Internal Audit

Gary Thomson, Senior Finance
Business Partner (virtual)

Patricia Fraser, Audit Scotland

Claire Gardiner, Audit Scotland

Nicola Thorburn, Democratic Services
Team Leader

Louise Middleton, Democratic
Services Officer




1.  Welcome and Apologies for Absence

The Chair welcomed everyone to the meeting of the Audit Committee.
Apologies were received from Councillor Smaill.

2. Order of Business

The Order of Business is as per the agenda.

3. Declarations of interest

No declarations of interest were intimated at this stage of the proceedings.

4. Minute of Previous Meeting

4.1 The Minutes of the previous meeting, held on 2 December 2025, were submitted
for approval and unanimously approved as a correct record.

4.2 Action Log

Item 2, Internal Audit Work to November 2025 — Home to School Transport — The
Executive Director Children Young People and Partnerships (Acting) noted that
Social Security statistics and uptakes are published nationally for Midlothian with
tracking data see below:

Latest publications - Social Security Scotland

The Profile for Midlothian also contains relevant data and information:
Community Planning structure and profile | Midlothian Profile 2024-25 (PDF)

Item 3, Internal Audit Work to November 2025 — Home to School Transport — The
Executive Director Children Young People and Partnerships (Acting) noted that this
information had been circulated previously.

5. Public Reports

Report No. Report Title

Midlothian Council Annual Audit
Plan 2025/26

Outline of report and summary of discussion
Audit Scotland provided an update on the plan. The Annual Audit Plan 2025/26 is
for fourth year of Audit Scotland’s five-year audit appointment.

Submitted by:

Audit Director, Audit
Scotland

5.1

Audit Scotland noted that materiality was highlighted in exhibit 1 of the plan and this
is the level that audit conclusions are based on. The level is £11.9m and that is the
level that Audit Scotland would ask for changes to be made to the accounts.
£595,000 is the level Audit Scotland would report to Members, any issues below
that level would be discussed with management but not included in the report.



https://gbr01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.socialsecurity.gov.scot%2Flatest-publications&data=05%7C02%7CDemocratic.Services%40midlothian.gov.uk%7Cfdcb140ee0014db0a00908de72c5ebad%7Cc91025ed4c064329af7ce7ca8df9b8c5%7C0%7C0%7C639074391564836055%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=nfNDwSNDi11amHxuVxhuLpBrFf42JhxGF7Mv5XxI838%3D&reserved=0
https://gbr01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.midlothian.gov.uk%2Fdownloads%2Ffile%2F5480%2Fmidlothian_profile_2024-25_pdf&data=05%7C02%7CDemocratic.Services%40midlothian.gov.uk%7Cfdcb140ee0014db0a00908de72c5ebad%7Cc91025ed4c064329af7ce7ca8df9b8c5%7C0%7C0%7C639074391564863356%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=%2FLEstT0DM%2FZfyVLElPaqokCrgiIMZT1UFSasX%2B%2F%2FTL8%3D&reserved=0

Exhibit 2 highlights the significant risks and the first risk highlighted is that of
management override of control. This risk is not unique to Midlothian and is a risk
in every single audit plan and is only mentioned for flagging but is not a specific
risk. not unique to Midlothian. Flagging but not a specific risk. The second risk is
estimation and value of land and buildings, and it recognises there is a significant
level of judgment in valuing these. Audit Scotland noted there was a slight change
to the code this year which allows indexation to be used when valuing, in interim
years between the five-year valuations.

Audit Scotland have added one area of audit focus which is pension liability risk,
this is a common risk across the sector and recognises the level of judgment.
Audit Scotland will also conduct work in wider scope and best value. There have
not been any audit risks identified in relation to the Council but highlight the ongoing
financial pressures across the sector.

Thematic review work on asset management is nearing completion and Audit
Scotland will bring this to the June Audit Committee.

Finally Audit Scotland highlighted that in best value, over the five years, Audit
Scotland do control of audit reports which go to the Accounts Commission and
Midlothian’s will go at the end of 2025/26, with a date pencilled in for November.

The final section in the plan covers quality and that is just to note the work Audit
Scotland have done.

The Chair thanked Audit Scotland for their work and the update was noted.

Audit Committee noted the report.

Report No. Report Title Submitted by:

Chief Finance Officer
Financial Bulletin 2024/25 and Section 95 Officer
Outline of report and summary of discussion
The Chief Finance Officer and Section 95 Officer presented the report for noting.

The purpose of this report is to provide Audit Committee with a summary of the
Local Government in Scotland Financial Bulletin 2024/25 report which was
published by Audit Scotland in January 2026 and is appended to this report.

Four main messages come from the report covering revenue funding, budget gaps,
use of reserves in addressing budget gaps, delivery of savings capital investment
and financial sustainability.

Audit Committee is recommended to:

e Consider the Audit Scotland report; and




¢ Note that the key messages have been considered by Council Officers and
are either embedded in the Medium Term Financial Strategy (MTFS) Report
to be considered by Council on Tuesday 24th February or in plans for future
iterations of the MTFS.

Councillor Milligan asked about the key messages noting that there is mention of
council spending a lot less on Capital than planned, and asked at what stage there
would be a quantified amount on what the delays are costing. The Chief Finance
Officer and Section 95 Officer noted it was worth bearing in mind this is a national
report and national findings. The Chief Finance Officer and Section 95 Officer noted
that, in terms of the individual detail of each capital project, some projects have
committed prices whilst other cases take longer to get to an agreed price so there
are inflationary rates. The Chief Finance Officer and Section 95 Officer noted that
they could supplement this information if requested but that it would be a project-
on-project basis. Councillor Milligan reiterated their concern that delays on capital
projects result in costs going up massively and asked what the cost of inflation was
and what is the cost of delays. Councillor Milligan requested that the next paper
coming to Council, which covers the A701 School and the Midlothian House retrofit
update have figures for the costs of delays. The Chief Finance Officer and Section
95 Officer noted they would provide more information in future reports about actual
cost of delay in projects.

Councillor McEwan asked if all the contracts entered into are index linked and
subject to indices depending on the duration of the contract. The Chief Finance
Officer and Section 95 Officer noted that capital projects tender for a range of works
and get a price for works, if it takes longer to deliver the works the price is the price,
however there may be differences in the terms and conditions of individual
contracts. The Legal and Governance Manager & Monitoring Officer added that
when we tender for price, there may be elements within that that are index linked
and we consider the best financial and sensible way to proceed. There may be
indices put on those, depending on the case and contract.

Councillor McEwan queried page 54, recommendations, ensuring long term plans
over five years and asked if this is the first of five years. The Chief Finance Officer
and Section 95 Officer noted this report was an Audit Scotland report that looks
across all Councils. The Chief Finance Officer and Section 95 Officer noted we
need to be aware of the political cycle and it was not their intention not to run out
the Medium Term Financial Strategy to 2030. The Chief Finance Officer and
Section 95 Officer noted this was not 5-year plan but will develop a plan for next
five years. The Scottish Government grant is still an annual settlement and it is
therefore challenging to set projections.

Audit Committee approved the report and the recommendations.

Provide more information in future reports about actual cost of delays in relation
to individual projects - Chief Finance Officer and Section 95 Officer




Report No. Report Title

Treasury Management and
Investment Strategy 2026/27 & Chief Finance Officer
Prudential Indicators and Section 95 Officer

Submitted by:

Outline of report and summary of discussion
The Chief Internal Auditor presented the report for decision.

In accordance with the Treasury Management Code of Practice, the annual
Treasury Management & Investment Strategy (TMIS) & Prudential Indicators report
is required to be adequately scrutinised before being recommended to the Council.
For Midlothian, this role is undertaken by the Audit Committee, with this report being
presented to Audit Committee on 23 February 2026 prior to consideration by
Council on 24 February 2026.

The purpose of the report to Council will be to provide an update on the
implementation of the Council’s TMIS 2025/26, and to make recommendations to
facilitate consideration of the 2026/27 Strategy, specifically the TMIS for 2026/27,
the Prudential and Treasury indicators contained therein, and the approach to the
statutory repayment of loans fund advances.

Any revisions arising from Audit Committee consideration of the report on 23
February 2026 will be verbally updated to Council before discussing the report on
24 February 2026.

The Audit Committee is invited to comment on this report before it is presented to
Council. In particular, Audit Committee should note the following recommendations
which are proposed to be put to Council on 24 February 2026:-

a) Approve the restriction of the Authorised Limit to the value of the Capital
Financing Requirement at 31 March 2027

b) (£693.930 million);

c) Note that there are no material changes proposed to the Treasury
Management and Investment Strategy (TMIS) for 2026/27 from the strategy
currently in place, other than to update the Prudential Indicators (Section 5
and Appendix 2), to reflect the revised capital plans;

d) Note the continued use of the Asset Life method for the repayment of all
loans fund advances as outlined in Section 6; and

e) Accordingly approve the Treasury Management and Investment Strategy for
2026/27.

Councillor Bowen queried table 3 and the line for General Services noting this was
increasing then there was a big decrease in 2029/30 and asked how we know there
will be dramatic drop in General Services. The Chief Finance Officer and Section
95 Officer noted the figures reflect the approved capital projects and the projects
we have, the delivery of most of them will be made by 2028/2029. Gary Thomson,
Senior Finance Business Partner, added that 2026/27 — 2028/29 show the largest
figures for the four biggest learning estate projects which should be complete by
2029/30 and this explains the drop off. Figures may rise if new projects are brought
forward to Council for approval.




The report was moved by Councillor McCall, seconded by Councillor Bowen.

Audit Committee approved the report and its recommendations.

Report No. Report Title Submitted by:

Internal Audit Work to January Chief Internal Auditor
2026

Outline of report and summary of discussion
The Chief Internal Auditor presented the report for information.

The purpose of this report is to provide members of the Audit Committee with details
of the recent work carried out by Internal Audit and the findings and recommended
audit actions agreed by Management to improve internal controls and governance
arrangements.

The Internal Audit Annual Plan 2025/26 was approved by the Audit Committee on
24 February 2025. Internal Audit has carried out work associated with the delivery
of the plan to meet its objective of providing an opinion on the efficacy of the
Council’s risk management, internal control and governance.

An Executive Summary of the final Internal Audit assurance report issued, including
audit objective, findings, good practice and recommendations (where appropriate),
and the Chief Internal Auditor’s independent and objective opinion on the adequacy
of the control environment and governance arrangements within each audit area is
shown in Appendix 1.

The Internal Audit function conforms to the professional standards as set out in
Global Internal Audit Standards (GIAS) including the production of this report to
communicate the results of the reviews.

The Audit Committee is asked to:

a) Consider the Executive Summary of the final Internal Audit assurance report
issued associated with the delivery of the approved Internal Audit Annual
Plan 2025/26;

b) Note the Internal Audit Consultancy and Other Work carried out in
accordance with the approved Internal audit Charter; and

c) Acknowledge the assurance provided on internal controls and governance
arrangements in place for the areas covered by this Internal Audit work.

Councillor Milligan asked what the % is of the constituents receiving direct
payments in respective of payments as a whole. The Chief Internal Auditor did not
have this figure but will circulate following this meeting.

The report was moved by Councillor McCall, seconded by Councillor Bowen.




Decision

Audit Committee noted the report and the recommendations.

Action

Report back on the % of constituents receiving direct payments in respective of
payments as a whole — Chief internal Auditor.

Report No. Report Title Submitted by:

Internal Audit Strategy and Chief Internal Auditor
Annual Plan 2026/27

Outline of report and summary of discussion
The Chief Internal Auditor presented the report for decision.

The purpose of this report is to gain approval from the Audit Committee to the
proposed Internal Audit Strategy and Annual Plan 2026/27 to enable the Chief
Internal Auditor to prepare annual opinions on the adequacy of the overall control
environment for Midlothian Council, and Midlothian Integration Joint Board (MIJB).

The Internal Audit Strategy at Appendix 1 outlines the strategic direction for how
Internal Audit will achieve its objectives, which are set out in the Internal Audit
Charter, in conformance with Global Internal Audit Standards. It guides the Internal
Audit function in delivering high quality internal audit services to Midlothian Council
and the MIJB.

The Internal Audit Annual Plan 2026/27 at Appendix 2 has been developed by the
shared Chief Internal Auditor and the Principal Internal Auditor. It sets out the
proposed range and breadth of audit activity within the audit programme of work to
enable the Chief Internal Auditor to prepare the independent and objective audit
opinions for Midlothian Council and the MIJB. A separate Internal Audit Annual Plan
2026/27 for the MIJB will be presented to its Audit and Risk Committee. Key
components of the audit planning process include a clear understanding of each
organisation’s functions, associated risks, and assurance framework.

The Audit Committee is invited to:

a) Note the changes to the Internal Audit Strategy outlined in section 4 of this
report;

b) Note the outline of the Internal Audit planning process outlined in section 5
of this report;

c) Approve the Internal Audit Strategy (Appendix 1); and

d) Approve the Internal Audit Annual Plan 2026/27 (Appendix 2).

Councillor Milligan noted the proposed audit for the Integrated Joint Board (1JB) and
asked if the report will come back to this Committee. The Chief Internal Auditor
highlighted that they always provide resources to IJB and also complete audit work
on behalf of Adult Social Care and, if a report deems to be of interest to the Council,
it will be brought to the Committee

The report was moved by Councillor McCall, seconded by Councillor Bowen.




Audit Committee noted and approved the report.

Report No. Report Title Submitted by:

Counter Fraud Annual Plan Chief Internal Auditor
2026/27

Outline of report and summary of discussion
The Chief Internal Auditor presented the report for decision.

The purpose of this report is to gain approval from the Audit Committee for the
proposed Counter Fraud Annual Plan 2026/27 to support the delivery of the
Council’'s Counter Fraud Strategy and to demonstrate compliance with the
Council’'s Counter Fraud Policy Statement.

Having robust fraud prevention and investigation arrangements in place contributes
to safeguarding the Council’s financial resources, for delivery of services, as part of
protecting the public purse. A focus on enhancing fraud prevention and detection
to improve Midlothian Council’s resilience to the risk of fraud, theft, corruption and
crime, and ensure these are embedded preventative practices as specific changes
associated with the Counter Fraud Strategy approved by Council in August 2020.

The Counter Fraud Annual Plan 2026/27 (Appendix 1) sets out the planned counter
fraud activity to support the approach and culture of the Council in tackling fraud
and corruption to deliver the Counter Fraud Strategy. This will enable the Council
to demonstrate compliance with its Counter Fraud Policy Statement as its
commitment to tackling fraud and reflects the Integrity Group’s assessment of
counter fraud controls.

The Audit Committee is invited to:
a) Approve the Counter Fraud Annual Plan 2026/27 (Appendix 1).

Councillor Bowen noted the corporate fraud enquiries responding to whistleblowing
notifications and asked if there was a number for these. The Chief Internal Auditor
noted that these figures would be brought to the Audit Committee in June but that
there are over 100 notifications on an annual basis however this does not mean the
findings are founded, some allegations are incorrect and a number are based on a
lack of information.

Councillor McEwan queried if there had been an increase in fraudulent behaviour
since systems had been digitalised. The Chief Internal Auditor noted there had
been an increase in detected fraud however highlighted that this did not mean there
was more fraud, it was just easier to identify. The Chief Internal Auditor noted that
allegations of internal fraud were decreasing but external fraud was increasing.

The reEort was moved bi Councillor McCall, seconded bi Councillor Bowen.

Audit Committee noted the report and the recommendations.




Report No. Report Title Submitted by:

Strategic Risk Profile Quarter 3 Chief Officer Place
2025/26

Outline of report and summary of discussion
The Chief Officer Place presented the report for information.

The purpose of this report is to provide Audit Committee with:

e Anupdate on the risk responses Midlothian Council has implemented during
Q3 2025/26 to respond to the current risk climate

e Assurance that Midlothian Council took a proportionate and planned
approach to prepare and respond to the current risk climate

e The risk evaluation of current strategic risks and opportunities for the Council

Audit Committee is recommended to:

¢ Note the current risk landscape and organisational response to the most
significant risks in Quarter 3, 2025-26 (1st October to 31st December 2025).

Audit Committee noted the report.

6. Private Reports

No items for discussion.

7. Date of Next Meeting

The meeting concluded at 11.37am.

The next meeting of the Audit Committee will be held on Monday 15 June 2026 at
11:00am.
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