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Introduction

Our progress against the audit plan 

The Committee considered our audit plan 

in March 2015.  This section of the report 

provides an update of our progress to 

date relating to:

• Our interim accounts fieldwork visit

• Our review of the IT control 

environment. 

Our summary of  Audit Scotland 

reports from April 2014- March 

2015

During the period, Audit Scotland 

published a number of reports which are 

relevant to the Service as follows:

• Scotland's public finances: A follow 

up audit

• Community Planning: Turning 

ambition into action

• Individual Community Planning 

Partnership Reviews

Relevant Grant Thornton research 

and publications from April 2014 to 

March 2015

During the period, we published the following 

report:

• Better collaborative procurement in 

the fire sector, in November 2014 

This paper provides the Audit and Risk Assurance Committee with a report on progress in delivering our responsibilities as your external auditors.  

The paper also includes a summary of  emerging national issues and key accounting and auditing developments that may be relevant to the Audit 

and Risk Assurance Committee.  

We outline each section of  the report below:

Emerging accounting and audit 

developments

We use this section to provide an update 

on accounting guidelines that may have 

an impact on our audit approach, or on 

the services' financial statements.  This 

section includes:

• Employment Appeal Tribunal ruling 

on holiday pay

• Looking forward to 2015-16.
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Progress to date
Work

Stage of  

completion
Conclusion

Entity level controls

We have obtained an understanding of the overall control 

environment relevant to the preparation of the financial 

statements including:

• Communication and enforcement of integrity and 

ethical values

• Commitment to competence

• Participation by those charged with governance

• Management's philosophy and operating style

• Organisational structure

• Assignment of authority and responsibility

• Human resource policies and practices.

Complete Our review found the governance structures and processes in place are designed effectively and 

operating in line with the outlined policies and procedures.

The Code of Audit Practice requires that the auditor provides an opinion on the regularity of 

transactions.  We have therefore considered the control environment in relation to providing 

assurance over whether transactions are in line with our understanding of the Service.  We did not 

identify any weaknesses in the control environment which would impact our regularity opinion.

Journal entry controls

We have reviewed the Service's journal entry policies and 

procedures as part of determining our journal entry testing 

strategy.  

Complete Our review of the journal entry controls did not identify any material weaknesses which are likely 

to adversely impact on the Service's control environment or financial statements. 

Further work planned:

• Review of control environment at the year end to ensure no changes

• Analyses of all journal transaction which have occurred in the financial year using IDEA 

software

• Substantive testing of a sample of journal transactions
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Progress to date continued

Work
Stage of  

completion
Conclusion

Walkthrough testing and early substantive 

work

In our Annual Audit Plan we have identified three areas 

where we consider there is a risk of material misstatement 

to the financial statements:

• Operating expenditure

• Payroll

• Fire fighters' pension payments

In progress Operating expenditure

We have gained an understanding of the key controls and completed walkthrough tests to ensure 

that the controls were operating in line with our understanding.

Using the information available for the first nine months of the financial year we have conducted 

early substantive work of operating expenditure. All early substantive testing was completed with no 

issues arising.

Further work planned:

• Substantive testing of transactions occurring in the final three months of the year

• Substantive testing of year end accruals and creditors

• Cut-off testing of expenditure around the year end

Payroll

During the year, the service to ran 10 payroll systems. We have completed seven walkthroughs with 

the remaining walkthroughs planned for June (see appendix A for further details). 

We have reviewed the project plan and controls in place to ensure data integrity is maintained during 

the migration of the payroll systems.

Due to pressures within the payroll team as a result of the implementation of a new payroll system, 

we have delayed our interim substantive testing of payroll.

Further work planned:

• Completion of system documentation and walkthrough of new payroll system and Central

• Confirm that expected data migration controls have occurred  

• Completion of substantive testing of payroll data

• Trend analysis of payroll data

• Substantive testing of year end payroll accruals
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Progress to date continued

Work
Stage of  

completion
Conclusion

Walkthrough testing and early substantive work In progress Fire fighters' pension payments

During the interim audit in February we selected a sample of 15 retirees from both pension 

schemes. However, as the source information is held by third party organisations the information 

was not received until early April. This information still needs to be reviewed.

Further work planned:

• Finalise our walkthrough of the processes and key controls in operation for administering the 

pension payrolls and payments to retirees

• Complete substantive testing transactions of pension payments 

• Complete a predictive analytical review of pension payroll expenditure



Audit Scotland Reports 

April 2014- March 2015
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Scotland's public finances: A follow-up audit

In June 2014, Audit Scotland published its most recent review of  the financial challenges facing public sector bodies.   The report 

provided a high level update on the findings of  the Scotland's public finances: Addressing the challenges report published in 2011.  The 

2011 report highlighted the challenges of  increasing demand and cost pressures and the importance of  a focus on long term 

financial sustainability.  This report (available at www.audit-scotland.gov.uk/docs/central/2014/nr_140605_public_finances.pdf)  

provides updated information on the financial position of  public bodies and how they are meeting the challenges of  reduced 

public spending. 

The report includes a self-assessment checklist for non-executive directors to consider key issues. We summarise the key findings 

below:

Scottish public spending has reduced significantly 

since 2009-10 and further budget reductions are 

planned for 2015-16 onwards

The report highlights that the total Scottish budget in 2014-

15 is £34.6 billion covering both the Departmental 

Expenditure Limit  (day to day spending) and Annually 

Managed Expenditure (demand-led expenditure). The 

Department Expenditure Limit (DEL) budget has fallen in 

real terms by £3.0 billion, to £28.9 billion, since 2009-10.

The Scottish Government has outlined spending levels for 

2015-16 in the draft budget with overall DEL budget falling 

by £0.1 billion.

Public bodies have coped well so far with reduced budgets 

but will face increasingly difficult choices while maintaining 

service standards and meeting rising demand.

Public bodies need to focus more on their 

priorities when setting budgets

Public bodies have different approaches to budgeting, 

however the findings of this report were that most use an 

incremental approach.  This involves the allocation of 

money based on the previous year's budget and adjusting 

to reflect inflation, savings targets and other known 

factors. An incremental approach to budgeting works 

best when available funding is similar to previous years 

and change is gradual.  This approach can limit the ability 

to prioritise spending or reduce costs when less money is 

available.

In the current financial environment, public bodies need 

to implement an approach to budgeting that focuses 

more on their priorities and links planned spending more 

closely with the outcomes they want to achieve.

There is limited evidence of  longer term financial 

planning

It was found that across the sectors financial plans 

generally focused on the short to medium term up to five 

years.

Long term financial strategies covering a five to ten year 

period help set the context for annual budgets and help 

clarify the financial sustainability of an organisation over 

an extended period.

More work is needed to develop and regularly review 

long term financial strategies, that reflect priorities, risks 

and liabilities and the implications for affordability.
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Better information is needed to scrutinise spending 

plans

Non-executive directors have an important role in making 

sure public bodies plan to achieve the necessary outcomes 

from spending decisions.  This involves approving budgets 

and holding people within their organisations to account 

for how the money is spent and the outcomes achieved.

All levels of the governance structure need reliable, 

accurate and timely information to scrutinise effectively.  

Public bodies need to improve the level and consistency of 

information provided for scrutiny.

Questions for non-executive directors 

to consider:

Do I have a good understanding of how the budget 

setting process works within my organisation?  

Is there a clear mechanism for monitoring and 

reporting, how, over time, spending decisions are 

contributing to outcomes?

Does my organisation have a long-term financial 

strategy (covering 5 to 10 years)?

Am I provided with good financial and performance 

information which enables me to effectively 

challenge spending proposals and decisions?
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Community Planning: Turning ambition into action

In November 2014, Audit Scotland published its most recent review of  Community Planning arrangements.   The 

report noted significant improvements since Improving Community Planning in Scotland was published in March 2013.  All 

Community Planning Partnerships (CPPs) developed new Single Outcome Agreements (SOAs) during summer 2013, 

based on the Statement of  Ambition published by the Scottish Government and CoSLA.  We summarise the key 

findings below:

Partners are demonstrating more collective 

ownership of  community planning and 

participation has improved

The report highlights that there is a strong sense of 

renewed energy nationally and locally to improving 

community planning.

Audit Scotland found that aspects of community planning 

are improving, but that leadership, scrutiny and challenge 

are still inconsistent. There is little evidence that CPP

boards are demonstrating the levels of leadership and 

challenge set out in the Statement of Ambition. 

The practical links between the Scottish Government’s 

public service reform programmes and community 

planning are not clear.  Many CPPs are unsure about what 

their specific role in these programmes should be, including 

in the integration of health and social care services.

Many CPPs are still not clear about what they are 

expected to achieve and the added value that can 

be brought through working in partnership

The report found that although SOAs have improved, 

many are still not clear about the specific improvements 

CPPs are aiming to achieve and lack a focus on how 

community planning will improve outcomes for specific 

communities.  Audit Scotland note in the report that this 

reflects a wider ambiguity both nationally and locally 

about the extent to which the focus of community 

planning should be on local needs or about delivering 

national priorities. 

Most CPPs use data at a CPP level, but Audit Scotland 

found that the more well-developed SOAs use data at a 

neighbourhood level.  They recommend that CPPs use 

local data to help set relevant, targeted priorities for 

improvement that will address inequalities within specific 

communities.

The way public services are delivered must change 

to manage financial and service demand pressures 

and to address the significant variations in 

outcomes experienced by different communities

Community planning partners increasingly recognise that 

they need to work together in different ways to help 

public bodies deal with these complex long-term 

challenges. 

This approach is generally being pioneered through 

relatively small-scale projects.  Audit Scotland therefore 

believe the current scale of activity is unlikely to deliver 

the radical change in the design and delivery of public 

services called for by the Christie Commission.
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Performance management continues to be a weakness in CPPs

Audit Scotland found that CPPs need to strengthen their performance 

management arrangements by routinely gathering information to monitor and 

report progress in improving outcomes for local communities. This is 

challenging due to difficulties in identifying appropriate indicators and 

available data and the different performance management arrangements of 

partners.

The Scottish Government is not yet consistently holding central government 

bodies or the NHS to account for their performance within CPPs.  There is 

no coherent national framework for assessing the performance and pace of 

improvement of CPPs.  

As a result, there is no overall picture of how individual CPPs are performing 

and what progress is being made towards the effective implementation of the 

Statement of Ambition.

Questions for your CPPs to consider:

Is the CPP a true leadership board, setting an 

ambitious programme for change?  

Do partners demonstrate collective ownership of 

priorities within the SOA?

Are local partnership working arrangements 

streamlined and aligned with local improvement 

priorities?

How will you work with the new health and social 

care integration joint boards to develop services that 

meet the needs of local people and support SOA

priorities?

Do you use local data to set relevant, targeted 

priorities for improvement?
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Individual Community Planning Partnership Reviews 

During the year, Audit Scotland published five Community Planning Partnership (CPP) reviews. The Scottish Fire and 

Rescue Service are statutory partners of  all CPP's in Scotland. 

Glasgow CPP

• Glasgow CPP has a clear system of governance and 

accountability but this has not yet been fully tested.

• The CPP has set a clear strategic direction which reflects 

a greater emphasis on a preventative approach to  

delivering public services and a commitment to dealing 

with some of the most difficult issues facing Glasgow.

• Partnership working in Glasgow is inherently complex 

and shifting resources will be difficult for all the 

partners as they balance the needs of the CPP with their 

own priorities.

• The CPP has generally made good progress against the 

five themes of Working, Learning, Healthy, Safe and 

Vibrant identified in its last SOA. Despite this, Glasgow 

is still not performing as well as other major Scottish 

cities and comparable English cities. This reflects the 

scale of the social and economic challenges that it 

continues to face.

Falkirk CPP

• Falkirk CPP has a long-term vision that aims to 

address the key  challenges facing its area. The CPP

worked collaboratively using its clear understanding 

of the Falkirk area to develop its new Single Outcome 

Agreement (SOA).

• The CPP must strengthen its accountability 

arrangements by holding individual partners and 

thematic groups to account for their contribution to 

agreed outcomes.

• The CPP promotes a strong culture of collaboration 

in Falkirk and there are many examples of innovative 

and effective operational partnership working across 

the area.

Moray CPP

• Over the past year, Moray CPP has made important 

improvements in the way it carries out its role. After 

many years of limited progress in establishing 

effective arrangements.

• An Area Based Review has given Moray CPP a much 

better understanding of the strategic challenges facing 

the area and the needs of local communities. This has 

been used to develop a ten-year plan, which provides 

a greater focus on local priorities and improving 

outcomes.

• There are good examples of partnership working 

within Moray. Most are the result of national policies 

or local initiatives between individual organisations, 

rather than the result of direction from Moray CPP.
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Individual Community Planning Partnership Reviews 

West Lothian CPP

• The partnership has decided to base its single outcome 

agreement on a broad range of outcomes rather than on 

a small number of priorities. 

• A culture of partnership working is prevalent across a 

wide range of partners.

• The board needs to be more effective in scrutiny of 

performance and in challenging the contribution of 

individual partners to improve the effectiveness of the 

CPP.

• If the partnership is to achieve its full potential it will be 

essential for each partner organisation to ensure a clearer 

and closer alignment towards its priorities and those of 

the CPP.

Orkney CPP

• Orkney CPP Steering Group is not providing 

effective shared leadership for community planning in 

Orkney.

• Progress in agreeing priorities and improvements, and 

in clarifying how partners will work together to 

address them, has been hampered by tensions 

between the council and the NHS.

• The Steering Group needs urgently to: agree and 

communicate the CPP’s priorities to all partners and 

staff; clarify the specific outcomes it wants to achieve; 

and assign the resources needed to achieve these.

• There is strong commitment and enthusiasm for 

partnership working at an operational level in Orkney, 

resulting in many successful, small scale partnership 

projects.

4 5



Grant Thornton research 

and publications April 2014 

– March 2015
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Better collaborative procurement in the fire sector

Since the mid-1990s there has been a series of  reviews which have drawn a clear conclusion for the need of  better  

joined-up procurement in the fire and rescue sector, which would result in delivering significant savings and improved  

efficiency. This clear conclusion was more recently reached from research sponsored by the Government and the Chief  

Fire Officers Association (CFOA), despite this there has been limited progress in establishing a framework for joined-up 

procurement across the fire service so far. Although, with the UK government now confirming that it expects the sector 

to make progress around this issue, and fire authorities looking for ways to save money as they deal with a continuing 

squeeze on their budgets, the situation could be changing. Most significantly, CFOA has published a new procurement 

strategy for fire and rescue authorities and is seeking to transform the way the sector procures going forward.

There are powerful incentives for collaborative 

procurement to happen. It offers the potential to streamline 

services and save money in a time of austerity. It can create 

product specialists that could drive innovation within the 

sector to benefit the citizen and those on the frontline.

There are some significant barriers to establishing 

collaborative procurement across the fire service. There 

is a view that some authorities’ identity and ‘brand’ is 

maintained through procurement and they are not willing 

to give up their local identity, and there is insufficient 

product standardisation and procurement specialists do 

not feel consistently valued or part of the solution to 

driving efficiency.

There needs to be significant cultural shift within the fire 

service to make real progress with collaborative 

procurement. Chief fire officers and members have a key 

role to play in setting the right tone for their 

organisations, and to support the drive for more 

standardisation and collaborative procurement. There 

also needs to be greater focus on developing a forward-

looking approach to anticipate sector needs to enable the 

service to become a more sophisticated buyer.



Accounting and 

audit guidance
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An overview of  the financial reporting changes 

As part of  our audit planning, we review technical updates provided by Audit Scotland.  There have been minimal changes 

to the financial reporting environment in 2014-15.  However, we have identified minor issues below which we draw to your 

attention and where we will be engaging with the finance team to identify required actions.

Holiday Pay and Provisions

In November 2014 the Employment Appeal Tribunal made a ruling that holiday 

pay should include compulsory overtime (there is still some uncertainty over 

voluntary or ad-hoc overtime). The Service have not previously included 

overtime in their calculations of holiday pay owed to employees.

There was some concern that there may be substantial backdated claims for 

holiday pay.  However, the ruling in the Bear Scotland Ltd v Fulton & anor case 

limited the time for submitting claims to within three months of:

• the end of the employees engagement; or

• the last period of statutory holiday which they did not receive normal pay.

Leave to appeal to the Court of Appeal was granted, therefore this ruling may be 

subject to change.  The Service should consider whether the recognition criteria 

are met and obtain legal advice if necessary.

Looking forward to 2015-16

The 2015-16 Government Financial Reporting Manual (FReM) has been 

published with two significant changes from 2014-15:

• The adoption of IFRS 13 Fair Value measurement

IFRS 13 sets out the requirements for assets measured at fair value and is 

applied in full by the FReM only to assets that are not held for their service 

potential or operational assets which are surplus to requirements.

• Restructuring the annual report

The FReM now requires the annual report and accounts to comprise a 

performance report, an accountability report and the financial statements. 

The performance report is designed to provide information on the body 

including the main objectives and strategies and the risks it faces.

The requirements  of the accountability report are based on the matters 

required by the Companies Act 2006 to be dealt with in the director's report 

and remuneration report.
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Appendix A: Payroll Systems 

Former Service Area Payroll Provider System Walkthrough Completed 2014/15 Transition date

Strathclyde SFRS Midland iTrent Yes April 2015

Lothian and Borders Edinburgh City Council
Midland iTrent

Yes June 2015

Fife Fife Council Midland iTrent Yes June 2015

Dumfries & Galloway

Dumfries & Galloway 

Council
Midland iTrent

Yes July 2015

Highlands & Islands Highland Council Northgate Yes August 2015

Tayside Dundee City Council Northgate Yes July 2015

Grampian Aberdeenshire Council Cyborg Yes March 2015

Central Falkirk Council Northgate No August 2015

SFRS SFRS Midland iTrent N/A (not material system) April 2015

New  Payroll 2014-15 

Grampian (March 

2015)
SFRS Midland iTrent No N/A



© 2015 Grant Thornton UK LLP. All rights reserved. 

'Grant Thornton' means Grant Thornton UK LLP, a limited 
liability partnership. 

Grant Thornton is a member firm of Grant Thornton International Ltd 
(Grant Thornton International). References to 'Grant Thornton' are 
to the brand under which the Grant Thornton member firms operate 
and refer to one or more member firms, as the context requires. 
Grant Thornton International and the member firms are not a 
worldwide partnership. Services are delivered independently by 
member firms, which are not responsible for the services or activities 
of one another. Grant Thornton International does not provide 
services to clients. 

grant-thornton.co.uk


