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	Observations 
	Recommendations
	Priority
	Comments

	1. Fraudulent transactions and retrospective Purchase Order
	During our review of the Association’s bank transactions and nominal ledger, we noted several payments that were subsequently identified as fraudulent. These transactions were later refunded in full by the bank, and no financial loss was incurred.
At the time of our review, there was no conclusive determination as to how the fraud had occurred. 
We also noted that, following investigation of the transactions, a purchase order was raised retrospectively.  This indicates the Association’s existing controls over payment authorisation are not effective in preventing or detecting irregular activity. 
Although the Association did not suffer a direct financial loss, the inability to establish the cause of the fraud highlights weaknesses in payment security, monitoring, and record-keeping. Without a clear understanding of how the fraud occurred, there remains a risk of recurrence, particularly if card or bank details were compromised. The retrospective creation of POs further undermines the effectiveness of existing internal controls and weakens the audit trail for financial transactions.
	We recommend that the Association strengthens its financial controls and authorisation procedures.
Develop or update the Association’s formal fraud response plan, setting out steps for investigation, escalation, and reporting to OSCR, Police Scotland, and the Board of Trustees where necessary.
Consider additional training for finance staff on cyber and payment fraud awareness.
Ensure that all purchase orders are raised and authorised prior to any expenditure or payment being made. 
	HIGH
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	Comments

	2. Employee Advance Payment Not Recovered
	During our examination, we identified a payment made in advance to an employee that was intended to be deducted from the individual’s next payroll. However, the deduction was not processed, and the employee subsequently received their full salary in the following pay period. The advance payment therefore remained outstanding and has not been recovered. 
Failure to recover employee advances and to reconcile payroll adjustments in a timely manner increases the risk of financial loss.
If management formally decide not to pursue recovery the unrecovered amount must be grossed up and put through payroll in the period the write off is approved. This ensures that the employee’s tax and NI are correctly accounted for, and employer’s NI contribution is also recognised. 
	We recommend that management ensures any unrecovered advances are processed through payroll and grossed up for PAYE and National Insurance in line with HMRC requirements. This will ensure compliance with employment tax regulations and avoid potential underpayment of statutory deductions.
We recommend that the Association strengthens its controls over employee advances and payroll adjustments.
All employee advances should be formally documented, authorised in advance, and recorded in a control account.
Recovery terms should be clearly agreed with the employee in writing.
Payroll records should be reconciled each month.
Conduct a review of control accounts and investigate any outstanding balances.
	HIGH
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	3. Duplicate Payroll Payments
	During our audit review of payroll transactions, we identified that payroll payments for one month were processed twice, resulting in employees receiving duplicate salary payments. The overpayments were subsequently identified by management, and steps were taken to recover the amounts from the affected employees.
Processing payroll twice in the same period exposes the Association to unnecessary financial and reputational risk. There are also significant control weaknesses in bank payment authorisations that enabled this to occur. While the overpayments were recovered, there remains a risk of temporary cash flow impact, additional administrative burden, and potential employee relations issues.
	We recommend that the Association strengthen its payroll processing controls.
Review the payment authorisations and consider dual authorisations for payroll payments.
Perform monthly reconciliation between the payroll ledger and payroll reports to ensure completeness and accuracy. 
Conduct a review of control accounts and investigate any outstanding balances.
	HIGH
	




Conclusion
We would remind you that our findings came as a result of our normal processes and as such cannot be regarded as comprehensive statement that no other weaknesses exist.
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