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Report to: AUDIT AND RISK ASSURANCE COMMITTEE 

Report Number: C/ARAC/04-16 

Date: 15 MARCH 2016 

Report By: GRANT THORNTON UK LLP  

 

Subject: EXTERNAL AUDIT PLAN 2015-16 

 

1. PURPOSE 

1.1 The purpose of this report is to provide the Audit and Risk Assurance Committee with 

the 2015-16 Audit Plan for the Scottish Fire and Rescue Service. 

 

2. RECOMMENDATIONS 

2.1 The Committee is asked to note the 2015-16 external audit plan. 

 

3. BACKGROUND 

3.1  Under International Standard on Auditing (ISA) 260, we are required to communicate: 

 the respective responsibilities of the auditor and management/those charged 

with governance 

 an overview of the planned scope and timing of the audit 

 confirmation of independence and objectivity 

 

4  TEXT 

4.1  The audit plan is appended to this report. The audit plan details the risks we have 

identified and how we plan to gain assurance on those risks, the timing of the audit 

work and the key aspects of the stages of the audit cycle are explained. 

4.2  Our responsibilities under the Code of Audit Practice require us to also report on 

Performance and Governance, our planned approach to these aspects of our work 

are included in the audit plan. 

 

Agenda 

Item: 7 
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5  EMPLOYEE IMPLICATIONS 

5.1  None 

 

6  FINANCIAL IMPLICATIONS 

6.1  The proposed audit fee is £96,400. 

 

7  LEGAL IMPLICATIONS 

7.1  None 

 

8  EQUALITY IMPACT ASSESSMENT AND CONSULTATION ARRANGEMENTS 

8.1  None  

 

 

 

Paul Bready 

Audit Manager 

 

15 March 2016 

 



Scottish Fire and Rescue Service  
External Audit Plan 
For the financial year ending 31 March 2016 
15 March 2016 
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1. Introduction 

Our Plan 

The Auditor General for Scotland appointed Grant Thornton 
UK LLP as auditor for the Scottish Fire and Rescue Service 
(the Service) from 2013-14 to 2015-16. This appointment is 
made under the Public Finance and Accountability (Scotland) 
Act 2000.  

Our Audit Plan sets out an overview of the planned scope and 
timing of the SFRS audit, as required by International Standard 
on Auditing (UK & Ireland) 260, for the benefit of those 
charged with governance (the Audit and Risk Assurance 
Committee in the case of the Service).  

Our Audit Plan summarises: 

• Our responsibilities as external auditors (section 1) 

• Our audit approach (Section 2) 

• The identification of risk impacting on the audit of the 
financial statements, and our assessed level of materiality 
(Section 3) 

• Our approach to the audit of  governance (Section 4) 

• Our approach to reviewing the SFRS's Best Value and 
Performance arrangements (Section 5); and  

• Audit timings, our team and proposed fees (Section 6).  

This Plan is intended to help aid discussion with the Audit and 
Risk Assurance Committee, including the consequences of our 
work, issues of risk and the concept of materiality, and identify 
any areas where you may request us to undertake additional 
procedures. It also helps us gain a better understanding of the 
Service and your environment. The contents of the Plan have 
been discussed with management. 

Our responsibilities 

It is a condition of our appointment that we meet the 
requirements of the Code of Audit Practice May 2011 ('the 
Code') which is approved by the Accounts Commission and 
the Auditor General for Scotland. 

The Code requires that we undertake our audit in accordance 
with: 

 relevant legislation (the Public Finance and Accountability 
(Scotland) Act 2000) 

 Statements of Auditing Standards and applicable Practice 
Notes issued by the Auditing Practices Board 

 the Government Financial Reporting Manual (FReM) and 
the Scottish Public Finance Manual (SPFM) 

 other guidance issued by Audit Scotland 

The Code also highlights the special accountabilities that are 
attached to the conduct of public business and the use of 
public money. This means that audits in the public sector 
must be planned and undertaken from a wider perspective 
than would normally be the case in the private sector.  

We are required to provide an opinion on the financial 
statements and Annual Governance Statement.  Under the 
Code we are also required to review and report  
on your governance arrangements, Best Value, use of 
resources, and performance.  The following sections of this 
report set out our approach to delivering these responsibilities.  
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2. Our audit approach  

• Updating our understanding of the Service through discussions with management and review of reports 
presented to the Board and Audit and Risk Assurance Committee 

• Documenting our understanding of the key risks impacting your financial statements and determining 
materiality 

• Work with SFRS' internal auditors to ensure that key risks are addressed by audit, but that we do not duplicate 
areas of work 

Planning 

• Reviewing the design, implementation and effectiveness of internal financial controls, where they impact the 
financial statements 

• Assessing audit risk and developing and implementing an appropriate audit strategy 

• Reviewing governance and performance management arrangements against good practice standards 

Interim Audit Work 

• Reviewing and advising on material disclosure issues in the financial statements 

• Performing analytical review 

• Performing sample testing of income and expenditure balances 

• Verifying all material income, expenditure and balances, taking into consideration whether audit evidence is 
sufficient and appropriate 

• Performing detailed testing on journals through computer aided audit techniques, using IDEA software to 
extract large and unusual  transactions and to verify the completeness of journal listings. 

• Reviewing the Annual Governance Statement for compliance with  the FReM and the SPFM and whether 
disclosures are consistent with information gathered from our audit work  

Substantive Procedures 

• Performing overall evaluation of our work on the financial statements to determine whether they give a true and 
fair view of the financial position of the Service 

• Determining an audit opinion 

• Reporting to those charged with governance through our Annual Report to the Board & Auditor General for 
Scotland and attendance at the Audit and Risk Assurance Committee  

Completion 

We have a well developed audit approach for our public sector clients.  Our audit software, Voyager, is designed to ensure 

compliance with International Standards on Auditing and reflects our wider scope approach to public sector audit.  We further 

tailor the approach to reflect client specific issues and to incorporate the governance, regularity and performance risks identified at 

the planning stages.   

Our approach will be to report all findings to management so that the Service can choose to secure any improvement 

opportunities. We report only those findings that represent a control weakness to the Audit and Risk Assurance Committee and 

make formal recommendations. 

In all cases, we invest time with management in understanding the basis of the weakness identified and what the options are, for 

example mitigating controls and system modifications, for improving the system. 



SFRS | Annual Audit Plan 2015-16 | 15 March 2016 

© 2016 Grant Thornton UK LLP. All rights reserved. 5 

Understanding your business 

Key Challenges 

The service has previously outlined its purpose in the Strategic 
Plan 2013-16. The first plan since amalgamation sets out how the 
Service intends to meet the expectations of the Scottish 
Government's Fire & Rescue Framework for Scotland.  

Given the plan is nearing the end of its tenure, with  formal 
review set to take place in 2016, this presents a good opportunity 
to take stock of progress; focusing upon areas of observed good 
practice and areas where work should continue to deliver a 
"world-leading fire service". It is expected that a revised Fire and 
Rescue Framework will be issued in 2016-17, complemented by a 
refreshed Strategic Plan for the Service covering 2016-19. 

1.    Long Term Financial Planning  

 

 The Service is currently developing a Long Term Financial 

Strategy (LTFS) covering the period to 2025-26 in order to better 

secure the longer term financial sustainability of the Service and 

ensure appropriate resources are available to attain the 

ambitious objectives of the Service going forward.  

 The Service has taken on board comments from Audit Scotland 

that Scenario Planning should be incorporated as part of the 

LTFS construction process. The Service held a scenario 

planning workshop in October 2015 with members of the 

Strategic Leadership Team – the output from this session was 

shared with the Board in early 2016.  

 We will continue to review the Service's progress in forming a 

robust and agile LTFS and provide support where appropriate. 

We will consider the responses of SFRS in the context of Audit 

Scotland's recommendations in their report of May 2015. 

 We will consider the assumptions included in the LTFS as part of 

our wider work on the Service's application of the going concern 

assumption in preparation of their annual accounts.  

2.    Financial Sustainability 

 

 The Scottish Government initially allocated funding for the 

Service of £309.2 million. This funding was split between a 

Resource Expenditure Limit of £259.2 million and £25.3 million 

in respect of Capital Expenditure. An additional £24.7 million 

was ring-fenced in recognition of charges for depreciation. 

Subsequent budget revisions have since resulted in a lower 

Resource DEL of £254.9 million being adopted. Forecast 

performance as at December 2015 suggests a budget 

underspend of £226k for the year ended March 2016. 

 In 2014-15 the Service had a degree of flexibility surrounding its 

Cash Departmental Expenditure Limit. Capital elements were not 

separately identified, allowing the Board more choice 

surrounding resource allocation. The limit in 2015-16 is 

prescriptive around allocation and therefore flexibility is reduced.   

 The Service's out-turn position in 2014-15 was positive, with a 

0.5% underspend on budget (£1.347 million). Assuming that the 

Service does not overspend in this year's budget the body will 

have realised circa £45 million in savings in the first three 

transformative years since amalgamation. All of these savings 

are structural in nature in order to meet the requirements of 

future budgets.  

 Looking ahead, 2016-17 is a flat cash resource settlement and 

the upcoming Spending Review will be of importance to the 

Service. Previous assumptions that funding in 2016-17 would fall 

significantly have not taken place and future funding levels 

beyond 2016-17 remain uncertain. This uncertainty and potential 

reductions in future funding represents a significant challenge for 

the Service as they aim to maintain a balanced budget while 

delivering corporate objectives. 

 

 

 

 We will continue to liaise with management and review the 

Service's arrangements for securing financial resilience.  

Our response 

In order to achieve its vision the Service will need to have in 
place robust financial, governance and performance monitoring 
systems. In planning our audit we have considered the challenges 
and opportunities facing the service in 2015-16.  

 

Risk / Challenge 
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Understanding your business 

3     Pay & Reward Review  

 

 Following amalgamation, the Service has undertaken a 

significant project to review and harmonise employee terms and 

conditions across Scotland.  

 In mid December the Service had completed their initial work 

surrounding members of Support Staff. The programme includes 

an appeals process, which is currently underway, having 

commenced in December 2015. 

 Work is also continuing in respect of Uniformed employees. At 

this point, 3 of six programed work streams have been 

completed.   

 We will continue to monitor the Service's approach to conducting 

the Pay and Reward review and will consider the implications of 

the review's progress on the annual accounts following the year 

end date.  

Our response Risk / Challenge 
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Developments affecting your audit 

In planning our audit, we consider the key changes impacting the 
financial statements and governance of SFRS.  

There is one key change relating to the structure and content of 
your annual report, as required by the Government Financial 
Reporting Manual (FReM).  Table 1 below outlines the main 
requirements.  

Our work with internal audit 

Each year, we consider the work of the Service's internal 
auditors to ensure that our audit approach takes account of the 
risks identified and the work they have conducted, subject to 
our review of the internal audit function. 

We also seek to ensure that we  co-ordinate our work and avoid 
duplication of effort.  The internal audit plan for 2015-16 
covers key areas within governance and risk and internal control 
systems including: 

 Workforce & succession Planning, recruitment and 
tnterchange procedures 

 Partnership arrangements with third parties and stakeholder 
engagement 

 iTrent Payroll roll out project and centralised payroll 
controls 

 Risk management, business continuity and insurance 
arrangements  

 Performance management arrangements 

 Records management  

 Banking, income and cash management 

 Travel and subsistence: leased car arrangements.  

 

As part of our planning work we have met with internal audit to 
discuss their results and scope of the work performed to date. 
Each planned assignment is clearly linked to an area of risk as 
noted within the risk register.   

Given the substantive nature of our work, we have not 
identified any areas in the current year where we will seek 
Internal Audit's assistance in completing our work. We have, 
however, reviewed the internal audit reports issued to date and 
note that their work has not identified any weaknesses which 
would impact our audit approach. 

As part of our commitment to working co-operatively with the 
Service's internal audit department we have agreed to undertake 
a complementary review of IT controls surrounding the iTrent 
payroll system. Our work will be undertaken in April 2015-16 
and will complement internal audits review of centralised 
controls.  

 

Table 1: Key changes to the Annual Report 

Chapter 5 of the FReM has been extensively re-written to 

require the annual report and accounts to comprise: 

A Performance Report 

The performance report is required to be signed by the 
Accountable Officer and should provide a fair, balanced and 
understandable analysis of the body's performance. It is 
required to have the following two sections: 

 The overview section should give a short summary that 
provides users with sufficient information to understand 
the organisation.  

 The performance analysis section is for bodies to report on 
their most important performance measures. Requirements 
include a more detailed analysis and explanation of the 
development and performance of the body during the year. 

An Accountability Report 

The accountability report requires to be signed and dated by 

the Accountable Officer or Chief Executive. It should have 

sections for a: 

 corporate governance report 

 remuneration and staff report 

 parliamentary accountability and audit report, including the 
independent auditor's report. 

The corporate governance report must include the Directors’ 
Report, the Statement of Accountable Officer’s responsibilities 
and the Governance Statement, prepared in accordance with 
Scottish Government guidance. 
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3. Our audit of  the financial statements 

Under ISA 540, auditors also set an amount below which 

misstatements would be clearly trivial and would not need to be 

accumulated or reported to those charged with governance 

because we would not expect that the accumulation of such 

amounts would have a material effect on the financial 

statements. "Trivial" matters are clearly inconsequential, 

whether taken individually or in aggregate and whether judged 

by any criteria of size, nature or circumstances. We have defined 

the amount below which misstatements would be clearly trivial 

to be £250k for the Service. This is consistent with guidance 

issued by Audit Scotland, which allows a maximum level of 

£250k.  

Determining materiality 

In performing our audit, we apply the concept of materiality, 

following the requirements of International Standard on 

Auditing (UK & Ireland) (ISA) 320: Materiality in planning and 

performing an audit. 

The standard states that 'misstatements, including omissions, are 

considered to be material if they, individually or in the 

aggregate, could reasonably be expected to influence the 

economic decisions of users taken on the basis of the financial 

statements'.  

The Service has a legal responsibility to provide response, 

resilience, prevention and protection services through the use of 

public funds. We therefore use resource expenditure as the 

benchmark for our overall materiality. For 2015/16, materiality 

has been set at £4.948 million. Performance materiality is 

defined by ISA 320 as the amount set by the auditor, at less than 

materiality, for the financial statements as a whole to reduce the 

probability that the uncorrected and undetected misstatements 

exceeds materiality. We have set performance materiality at 75% 

of materiality, calculated as £3.711 million for 2015/16.  

 

It is normal practice for us to reconsider our materiality levels 

when final accounts are available for audit. We will report any 

changes in our materiality threshold to you within our Annual 

Report.  

 

 

Introduction 

We are required to audit the financial statements and to give an 

opinion as to: 

• whether they give a true and fair view of the financial 
position of the Service and it's expenditure and income for 
the period in question 

• whether they have been prepared properly in accordance with 
relevant legislation, applicable accounting standards and other 
reporting requirements 

• The part of the remuneration report which is subject to audit 
is free from misstatement. 
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Our identification of  significant risks 
 

There are two presumed significant risks which are applicable to all audits under auditing standards.  However, as shown in the 

table below, we have rebutted the risk around revenue recognition leaving one presumed significant risk applicable to SFRS. We 

have also considered the Service's balance sheet areas where estimations are required in preparation of the accounts. The 

Service's land and property values and pension obligations are material and rely upon a  high degree of management and expert 

judgement and estimation. We have therefore also recognised two significant risks relating to these balances.  

Table 1: Significant risks identified at the planning stage 

  Significant 

Risk 

Description of risk Work planned 

1 Management 

override of 

controls 

 

Under ISA (UK&I) 240 there is a 

presumed risk that the risk of 

management over-ride of controls is 

present in all entities. 

 

 We will review accounting estimates, judgments and decisions made by 

management. 

 We will test journal entries. 

 We will review unusual significant transactions. 

2 The revenue 

cycle includes 

fraudulent 

transactions 

Under ISA 240 (UK&I) there is a 

presumed risk that revenue may be 

misstated due to the improper 

recognition of revenue.   

This presumption can be rebutted if 

the auditor concludes that there is 

no risk of material misstatement due 

to fraud relating to revenue 

recognition. 

 

Having considered the risk factors set out in ISA (UK&I) 240 and the nature of the 

revenue streams at SFRS, we determined the risk of fraud arising from revenue 

recognition can be rebutted, because: 

 there is little incentive to manipulate revenue recognition.  

 revenue does not primarily involve cash transactions. 

 the majority of revenues are derived from grant-in-aid from the Scottish 

Government. This can be agreed to regular drawdowns and confirmations 

supplied by the Scottish Government.  

 the culture and ethical frameworks of the Service mean that all forms of fraud are 

seen as unacceptable.  

 Auditing standards require we also consider the risk of material misstatement on 

account of fraudulent expenditure recognition. We have appropriately tailored our 

audit approach to consider the completeness of operating expenses, as noted on 

page 10. 

3 Valuation of 

pension fund 

liability 

There is a risk that accounting 

entries for defined benefit pension 

schemes may be incorrect. The 

Service's pension fund liability 

represents a significant estimate in 

the financial statements.  

As a key estimate within the financial statements we will: 

 Updated our understanding of controls put in place to ensure the accuracy of the 

pension fund liability and document their effectiveness.  

 Review the Service's disclosure of pension amounts and review consistency with 

information provided by the scheme actuaries.  

 Review the qualifications of scheme actuaries, basis of their assessment and the 

assumptions employed in their work in estimating the movements and balance of 

pension liabilities.  

 Review the Service's accounting entries within the general ledger to account for 

movements in the pension obligation.  

4 Valuation of 

property, 

plant & 

equipment 

The Service has undertaken a large 

exercise in recent years to revalue 

all items of land and property. 

Following this exercise, a rolling 3 

year program is in place to assess 

movements in valuation.  

 

There is a risk that revaluation 

measurements are not appropriately 

reflected in the financial statements  

As a material balance within the financial statements we will undertake the following: 

 Review management's processes and assumptions surrounding asset valuation.  

 Review the competence, experience and objectivity of the experts used by 

management to deliver year end valuations.  

 Review the instructions issues to valuation experts and the scope of their work. 

 Discussions with the valuer about the basis upon which the valuation is carried 

out and challenge around the key assumptions employed.  

 Review of the information provided to the valuer. 

 Testing of revaluations in the year to ensure the Service's accounting 

appropriately reflects movements in valuation, taking into account previous 

impairments and revaluations.  

 

Significant 

findings 

Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine transactions are transactions 
that are unusual, either due to size or nature, and that therefore occur infrequently. Judgmental matters may include the development 

of  accounting estimates for which there is significant measurement uncertainty 

(ISA (UK&I) 315).  
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Other risks identified 

In this section we detail our response to the other risks of material misstatement which we identified where the likelihood of 

material misstatement can not be reduced to remote, without gaining an understanding of the associated control environment, 

along with the performance of an appropriate level of substantive work.  The risk of misstatement is lower than that for a 

significant risk and they are not considered to be areas that are highly judgemental, or unusual in relation to the day to day 

activities of the business 

Table 2: Other risks identified at the planning stage 

Area Description of risk Work planned 

Operating 

Expenses 

Operating expenses/payables and accruals are 

understated or not recorded in the correct period. 

There is an element of estimation uncertainty for 

accruals which may require estimation techniques 

and management judgment.  

There is an inherent risk that payables may not be 

posted in the correct financial year. 

 We will review and walkthrough the processes and controls in 

operation to confirm the purchase ledger is operating effectively. 

 We will test a sample of expenditure, year end payables and 

accrual transactions to ensure they are correctly accounted for. 

 We will complete "cut-off" testing of expenditure recorded in the 

2015/16 general ledger to test for understated and unrecorded 

liabilities. 

Employee 

Remuneration 

Employee remuneration accruals understated: 

The Service has a large number of employees and 

related payroll transactions. Payroll is now 

processed using one system, as opposed  to the 8 

separate payroll systems in the past. Given the 

number of transactions included within the cycle 

and the aggregate material nature of staff costs to 

the service we have assessed a medium level 

inherent risk of misstatement.  

 We will review and walkthrough the processes and controls in 

operation for the payment of staff. 

 We will review year end reconciliations between the payroll 

systems, the general ledger and the financial statements. 

 We will substantively test a sample of paid employees to confirm 

the accuracy of the pay and existence of the employee. 

 We will substantively test year-end payroll accruals. 

 We will review and test the remuneration report and exit 

package disclosures. 

 We will review and test staff information disclosures to 

supporting records. 

Fire Fighters 

Pension Scheme 

Payments to pensioners are incorrectly calculated 

or contributions are incorrectly recognised.  

Payments to retiring officers are low in volume but 

high in value and the Service is reliant upon 

effective controls both within and outside the 

organisation to ensure that payments made are 

valid and accurate. Contributions are lower in value 

but high in volume given the nature of the payroll 

cycle.  

 

 We will review and walkthrough the processes and controls in 

operation for administering the pension payrolls and payments 

of retirees which includes verifying the existence of retired staff. 

 We will test the eligibility and accuracy of a sample of lump sum 

payments. 

 We will complete an analytical review of pension payroll 

expenditure based upon prior year experience to identify 

unusual amounts.  

Significant 

findings 

The auditor should evaluate the design and determine the implementation of  the entity's controls, including relevant control activities, 

over those risks for which, in the auditor's judgment, it is not possible or practicable to reduce the risks of  material misstatement at the 

assertion level to an acceptably low level with audit evidence obtained only from substantive procedures 
(ISA (UK&I) 315).  
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4. Our governance responsibilities 

Introduction 

Corporate governance is concerned with structures and 

processes for decision-making, accountability, control and 

behaviour within the organisation. The Service is responsible to 

ensure proper arrangements are in place for: 

 compliance with applicable guidance 

 ensuring the legality of activities and transactions 

 monitoring the adequacy and effectiveness of these 

arrangements in practice 

The Code of Practice gives the auditor a responsibility to review 

and, where appropriate, report findings on the Service's 

corporate governance arrangements.  

We will review and, where applicable, report findings relating to 

financial governance, strategic financial planning and financial 

control.  Specifically we will consider: 

 the systems of internal control, including its reporting 

arrangements 

 the prevention and detection of fraud and irregularity 

 the standards of conduct, and arrangements in relation to 

the prevention and detection of corruption 

 risk management procedures 

 the financial position of the Service. 

Annual Governance Statement  

The Annual Governance Statement (AGS) is the key document 

that records the governance ethos of the Service and assurances 

around the achievement of the vision and strategic objectives of 

the Service.  The AGS summarises the internal control 

framework, arrangements for risk management, financial 

governance and accountability. During 2014-15, we concluded 

that the disclosures within the Service's AGS were clear and 

comprehensive.  

Under the Code of Audit Practice, we are required to review 

and report on the AGS annually.  We will assess the Service's 

external reporting of governance, through the 2015-16  AGS 

and management commentary in the accounts against best 

practice.  

We will use the Scottish Public Finance Manual (SPFM), the key 

source of guidance on governance for central government 

bodies, to assess compliance against good practice. This will 

enable us to identify areas where SFRS is performing well and 

areas where there is scope to improve the clarity and impact of 

reporting.  

 

Governance Structures 

In prior years, we have regarded the governance arrangements 

in place at the Service as robust and effective.   

We will update our assessment of the arrangements in place to 

ensure the governance structures in place at the Service 

continue to be effective. 
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It is the Service's responsibility to establish arrangements to 

prevent and detect fraud and other irregularity.  This includes: 

 developing, promoting and monitoring compliance with 

standing orders and financial instructions 

 developing and implementing strategies to prevent and 

detect fraud and other irregularity 

 receiving and investigating alleged breaches of proper 

standards of financial conduct or fraud and irregularity. 

Throughout the audit we work with SFRS to review specific 

areas of fraud risk, including the operation of key financial 

controls.  We also examine the policies in place, strategies, 

standing orders and financial instructions to ensure that they 

provide a strong framework of internal control. 

 

Fraud and Irregularity 

The term fraud refers to intentional acts of one or more 

individuals among management, those charged with 

governance, employees or third parties involving the use of 

deception that result in a material misstatement of financial 

statements. In assessing risks, the audit team is alert to the 

possibility of fraud at SFRS. 

As part of our audit work we are responsible for: 

• identifying and assessing the risks of material misstatement 

of the financial statements due to fraud 

• designing and implementing appropriate audit testing to gain 

assurance over our assessed risks of fraud 

• responding appropriately to any fraud or suspected fraud 

identified during the audit. 
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5. Our approach to the audit of  Best 
Value and Performance 

Best Value 

Accountable Officers are required to demonstrate economy, 

efficiency and effectiveness and the achievement of 'Best Value' 

in the use of resources.  The objective of Best Value is to ensure 

that bodies deliver better and more responsive public services 

by: 

 balancing the quality of services with cost  

 continuously improving the services provided 

 being accountable and transparent 

 achieving sustainable development in how SFRS operates 

 ensuring equal opportunities in the delivery of services. 

As part of our audit, we will consider SFRS' approach to best 

value.  Our work in this area will be conducted on a risk based 

approach and will be informed by discussion with the SFRS and 

Internal Audit.   

Performance Management 

The Service has adopted 6 targets in order to meet the 
requirements set by the Fire and Rescue Framework. The 
Service evaluated their performance against these targets as 
part of their Strategic Report. Of the six targets, three were 
assessed as "green" indicating the Service had achieved or 
exceed requirements, one was rated "amber"  indicating the 
Service was within 10% of attaining their target and the 
remaining two were rated "red" where targets had not been 
achieved. The red target areas included improving staff 
attendance and reducing accidental dwelling fires by 10%.  

In understanding their performance on red rated items the 
Service attributed levels of change across the organisation 
following amalgamation and an increase in the number of 
vulnerable people across Scotland.  

The key assessment of financial performance within the 
Service is the comparison of actual expenditure against  the 
Departmental Expenditure Limit (DEL). In 2014/15 there 
was an underspend of £6.8m largely due to the accounting of 
loan repayments. Excluding the effect of loan repayments, 
the Service delivered an underspend of £1.3m.  

Audit Scotland national reports: impact 

Audit Scotland carries out a national performance audit 

programme on behalf of the Auditor General for Scotland. 

Each year, Audit Scotland ask us to review the local impact of 

national studies at each central government body.  There is an 

expectation that SFRS will review national reports at a committee 

level and action them accordingly.  As external audit we are 

required to consider: 

 whether SFRS has discussed the national report at committee 

level 

 whether SFRS has carried out a self-assessment against the 

national report 

 whether an action plan has been developed as a result of any 

self- assessment. 

In 2015-16 auditors are expected to report 

on a targeted follow-up of Scotland's Public 

Sector Workforce report, which was 

published in November 2013, on selected 

public sector bodies. We are awaiting 

confirmation that are included in the 

targeted follow-up work. Any follow up 

work will be based o a pro-forma 

questionnaire provided by Audit Scotland. 

 

 
In considering performance against the outcome of Her 
Majesty's Fire Service Inspectorate the Service has adopted a 
business process to ensure the correct level of organisational 
scrutiny following recommendations and agreed action plans.  
Action plans from the Inspectorate are initially tabled with 
the Performance Improvement Forum where progress 
against agreed actions are continaully monitored. The Audit 
and Risk Assurance Committee retains ultimate responsibility 
for oversight of HMFSI action plans, however it has been 
agreed that the Committee should have the discretion to 
devolve scrutiny to a more appropriate committee within the 
organisation, subject to regular performance updates being 
presented.  

 

http://www.audit-scotland.gov.uk/docs/central/2013/nr_131128_public_sector_workforce.pdf
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6. Logistics and our team 

Completion/ 

reporting  
Debrief 

Interim audit 

visit 

Final accounts  

visit 

April 2016  August 2016 September 2016 October 2016 

Key phases of our audit 

2015-16 

The audit cycle 

Date Activity 

February / March 

2016 

Audit Planning & Meetings with Management 

15 March 2016 Audit Plan presented to Audit and Risk 

Assurance Committee 

11 April 2016 Interim site visit commences 

8 August 2016 Year end fieldwork commences 

September 2016 Audit findings meeting with Director of Finance 

12 October 2016 Report audit findings to those charged with 

governance (Audit and Risk Assurance 

Committee) 

27 October  2016 Sign financial statements opinion 

Our team 

Robin Baker 

Director 

T 0161 2146399 

E  robin.j.baker@uk.gt.com 

 

Mitch Collins 

Audit Associate 

T 0131 659 8531 

E  mitchell.j.collins@uk.gt.com 

Paul Bready 

Manager 

T 0141 223 0794 

E  paul.bready@uk.gt.com 

Matthew Boal 

Audit Associate 

T 0141 223 0620 

E  matthew.boal@uk.gt.com 

Nick Smith 

In-charge Auditor 

T 0141 223 0780 

E  nicholas.smith@uk.gt.com 

Raul Rodriguez 

IT Audit Specialist 

T 0131 659 8534  

E  raul.rodriguez@uk.gt.com 

 

Stacey Larkin 

Audit Associate 

T 0141 223 0604 

E  stacey.larkin@uk.gt.com 

 

mailto:joanne.e.brown@uk.gt.com
mailto:joanne.e.brown@uk.gt.com
mailto:stacey.larkin@uk.gt.com
mailto:claire.l.gardiner@uk.gt.com
mailto:matthew.boal@uk.gt.com
mailto:matthew.boal@uk.gt.com
mailto:matthew.boal@uk.gt.com
mailto:nicholas.smith@uk.gt.com
mailto:raul.rodriguez@uk.gt.com
mailto:stacey.larkin@uk.gt.com
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Fees, non audit services 
and independence 

 

Fees 

 

 

 

 

 

 

 2014-15 £ 2015-16 £ 

SFRS 115,000 96,540 

Total audit fees 115,000 96,540 

Service Fees £ 

None  Nil 

Independence and ethics 

We confirm that there are no significant facts or matters that 
impact on our independence as auditors that we are required or 
wish to draw to your attention. We have complied with the 
Auditing Practices Board's Ethical Standards and therefore we 
confirm that we are independent and are able to express an 
objective opinion on the financial statements. 

Full details of all fees charged for audit and non-audit services 
will be included in our Audit Findings report at the conclusion 
of the audit. 

We confirm that we have implemented policies and procedures 
to meet the requirements of the Auditing Practices Board's 
Ethical Standards. 

We are required by auditing and ethical standards to 
communicate any relationships that may affect the 
independence and objectivity of the audit team. We can confirm 
that no such relationships impact upon our independence to act 
as auditors.  

 

2015-16 Audit Fee 

The audit fee is calculated in accordance with guidance issued by 
Audit Scotland for determining the fee level for central 
government bodies.  Audit Scotland requires that the agreed fee 
is within the limits of the indicative fee range. 

Your fee for the 2015-16  external audit is £96,540.  This 
represents a 16% reduction in the fee due to decreased resource 
required in the payroll audit following the migration of eight 
regional systems into the one centralised system.  The fee 
continues to reflect our requirement to work cooperatively and 
efficiently with management, especially on the matters noted 
below. 
 
Our fee assumptions include: 

 our fees are exclusive of VAT  

 supporting schedules to all figures in the accounts are 
supplied by the agreed dates and in accordance with the 
agreed upon information request list 

 you will not provide more than 3 versions of the accounts. 
We will require a first completed draft of the full financial 
statements and annual report, a second version including all 
our agreed adjustments (financial and disclosure) for us to 
validate, and a final version for approval/signing. We 
reserve the right to charge you an additional fee to reflect the 
inefficiencies of reviewing multiple drafts of the accounts.  

 the scope of the audit, SFRS and its activities have not 
changed significantly 

 SFRS will make available management and accounting staff 
to help us to locate information and to provide explanations 

 

 

Fees for other services 
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Communication of  audit matters with 
those charged with governance 

Our communication plan 

Audit 

Plan 

Annual 

Audit 

Report 

Respective responsibilities of auditor and management/those 

charged with governance 

  

 

Overview of the planned scope and timing of the audit. Form, 

timing and expected general content of communications 

 

Views about the qualitative aspects  of the entity's accounting 

and financial reporting practices, significant matters and issues 

arising during the audit and written representations that have 

been sought 

 

Confirmation of independence and objectivity   

A statement that we have complied with  relevant ethical 

requirements regarding independence,  relationships and other 

matters which might  be thought to bear on independence.  

Details of non-audit work performed by Grant Thornton UK LLP 

and network firms, together with  fees charged.   

Details of safeguards applied to threats to independence 

 

 

 

Material weaknesses in internal control identified during the 

audit 

 

Identification or suspicion of fraud involving management 

and/or others which results in material misstatement of the 

financial statements 

 

Non compliance with laws and regulations  

Expected modifications to the auditor's report, or emphasis of 

matter 

 

Uncorrected misstatements  

Significant matters arising in connection with related parties  

Significant matters in relation to going concern  

International Standards on Auditing (ISA) 260, as 
well as other ISAs, prescribe matters which we are 
required to communicate with those charged with 
governance, and which we set out in the table 
opposite.  

This document, the Audit Plan, outlines our audit 
strategy and plan to deliver the audit, while the 
Annual Audit Report will be issued prior to 
approval of the financial statements and will present 
key issues and other matters arising from the audit, 
together with an explanation as to how these have 
been resolved. 

We will communicate any adverse or unexpected 
findings affecting the audit on a timely basis, either 
informally or via a report to SFRS. 

This plan has been prepared in the context of the 
Code of Audit Practice ('the Code') issued by Audit 
Scotland, which outlines the responsibilities of 
appointed auditors.  

We have been appointed as SFRS' independent 
external auditors by Audit Scotland, the body 
responsible for appointing external auditors to local 
public bodies in Scotland. As external auditors, we 
have a broad remit covering finance and governance 
matters.  

Our annual work programme is set in accordance 
with the Code and Audit Scotland planning 
guidance, and includes nationally prescribed and 
locally determined work. Our work considers the 
Service's key risks when reaching our conclusions 
under the Code.  

It is the responsibility of SFRS to ensure that proper 
arrangements are in place for the conduct of its 
business, and that public money is safeguarded and 
properly accounted for. We have considered how 
the Service is fulfilling these responsibilities. 
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Appendix A-An audit focused on risks 

Section of 

the financial 

statements 

Material (or 

potentially 

material) 

balance? 

Description of 

Risk 

Inherent 

risk 

 

Material 

misstatement  

risk 

identified? 

Inherent  Risk Assessment Will 

substantiv

e testing 

be carried 

out? 

Resource 

Expenditure 

Yes Operating 

expenses are 

misstated 

Medium Reasonably  

possible 

Other operating charges (excluding staff 

costs and depreciation) was £50m in 

2014-15, with a high volume of 

transactions being processed through the 

Accounts Payable system. We have 

therefore assessed the inherent risk as 

medium.  

 

Staff Costs Yes Employee 

Remuneration 

accruals are 

understated 

Medium Reasonably  

possible 

In the 2014-15 accounts The Scottish 

Fire and Rescue Service reported total 

wages and salaries of £182m and 8,333 

average full-time equivalent staff 

members. There is therefore a high 

number of monthly transactions. Staff 

costs are a significant proportion of 

running costs. Based on this information 

we have assessed the inherent risk as 

medium.  

 

 

 

 

Fire Fighters 

pension 

scheme 

Yes Payments to 

pensioners 

incorrectly 

calculated and 

accounting for 

IAS 19 liability 

Medium/

High 

Reasonably  

possible & 

Significant 

In 2014-15 accounts the Service reported 

other pension costs of £124m with £6m 

charged to net expenditure in relation to 

IAS 19 movements. There is a high 

number of monthly transactions which 

are all processed by different external 

service providers. We have therefore 

assessed the inherent risk as medium in 

respect of payments and contributions 

(reasonably possible) and high in respect 

of IAS 19 estimates. 

 

 

Finance 

Costs 

No Operating 

Expenses are 

misstated 

Low None The balance is below materiality 

therefore risks are deemed to be low. 

 

We undertake a risk based audit, focussing audit effort on those areas where we have identified a risk of material misstatement in the 
financial statements. The table below shows how our audit approach focuses on the risks we have identified through our planning and 
review of the national risks affecting the sector. Definitions of the level of risk and associated work are given below: 

Significant – Significant risks are typically non-routine transactions, areas of material judgement or those areas where there is a high 
underlying (inherent) risk of misstatement. The International Standards on Auditing identify two overall significant risks inherent in any 
financial statements. These are separately disclosed in the significant risks table on page 9. 

Other– Other risks of material misstatement are typically those transaction cycles and balances where there are high values, large numbers 
of transactions and risks arising from, for example, system changes and issues identified from previous years audits. We will assess 
controls and undertake extended substantive testing.  Cycles where we have identified a reasonably possible risk of material misstatement 
are outlined in full on page 10 along with full details of the proposed testing 

None – Our risk assessment has not identified a risk of misstatement. We will undertake substantive testing of material balances. Where 

an item in the financial statements is not material we do not carry out detailed substantive testing. 



©  2016  Grant Thornton UK LLP l 19 19 

An audit focused on risks 

Section of the 

financial 

statements 

Material (or 

potentially 

material) 

balance? 

Description of 

Risk 

Inhere

nt risk 

 

Material 

misstatem

ent  risk 

identified? 

Inherent  Risk Assessment Will 

substantive 

testing be 

carried out? 

Scottish 

Government 

Grant in aid 

Yes Government Grant 

contributions are not 

recorded correctly 

Low None The funding from the Scottish 

Government is made up of a low 

volume of high value transactions. We 

have therefore assessed the inherent 

risk associated with revenue 

recognition is low.  

 

 

Property, Plant 

and 

Equipment 

Yes Valuation 

measurements not 

correct 

High Significant In 2013-14 and 2014-15 the Service 

undertook a program of revaluation 

whereby 100% of land and buildings 

were revalued by the accounts for 

2014-15. Since then, the Service has 

adopted a rolling policy of revaluation 

where a third of land and property 

assets will be examined each year. The 

level of estimation and aggregate 

material movement expected from this 

process suggests a higher level of risk 

 

 

 

Intangible 

Assets 

Yes Allowance for 

amortisation not 

adequate 

Low None The amortisation balance is comprised 

of a low volume of high transactions. 

We have therefore assessed the 

inherent risk as low.  

 

 

 

 

Inventories No Inventory prices and 

quantities are not 

valid 

Low None In the 2014-15  accounts the balance 

disclosed was below materiality and 

therefore the risk is deemed to be low. 

 

 

Trade and 

Other 

Receivables 

Yes Recorded debtors 

are misstated 

Low None Debtors is comprised of a high volume 

of routine low value transactions. We 

therefore assess the inherent risk 

associated with debtors to be low. 

 

 

Cash and 

cash 

equivalents 

Yes Cash 

misappropriated 

Low None Handled cash is low in volume and 

value therefore we have deemed the 

inherent risk to be low. 

 

Trade and 

Other 

Payables 

Yes Creditors 

understated or not 

recorded in the 

correct period 

Medium Medium The payables figure in 2014-15 was 

£28.586m with a significant number of 

transactions occurring around the year 

end. The year-end balance also 

includes a number of accruals with a 

high value and requiring management 

judgments. We have therefore deemed 

the inherent risk to be medium. 
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An audit focused on risks 

Section of the 

financial 

statements 

Material (or 

potentially 

material) 

balance? 

Description of 

Risk 

Inherent 

risk 

 

Material 

misstatement  

risk 

identified? 

Inherent  Risk Assessment Will 

substantive 

testing be 

carried out? 

Other 

Borrowings 

Yes We have not 

identified a risk of 

material 

misstatement 

Low None The balance is comprised of a very low 

volume of high value transactions, 

therefore the inherent risk is deemed 

to be low. 

 

 

Provisions Yes We have not 

identified risk a 

risk of material 

misstatement 

Low  None The provisions figure in the 2014-15 

accounts was £3.14m which included 

a number of provisions relating to 

former Fire Services which are low in 

volume but high in value. We have 

assessed the inherent risk to be low.  

 

 

Taxpayers' 

Equity 

Yes We have not 

identified a risk of 

material 

misstatement 

Low  None The balance is comprised of a very low 

volume of high value transactions 

therefore inherent risk is deemed to be 

low. 
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