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The contents of this report relate only to the matters which have come to our

attention, which we believe need to be reported to you as part of our audit process. It is

not a comprehensive record of all the relevant matters, which may be subject to

change, and in particular we cannot be held responsible to you for reporting all of the

risks which may affect The Scottish Fire and Rescue Service or any weaknesses in your

internal controls. This report has been prepared solely for your benefit and should not

be quoted in whole or in part without our prior written consent. We do not accept any

responsibility for any loss occasioned to any third party acting, or refraining from acting

on the basis of the content of this report, as this report was not prepared for, nor

intended for, any other purpose.
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Introduction

Our annual audit plan is prepared for the benefit of discussion between Grant 

Thornton UK LLP and the Scottish Fire & Rescue Service (the Service).

We are required to conduct our audit in accordance with the Code of Audit 

Practice (the Code) issued by Audit Scotland. The Code requires our audit to 

cover aspects of the Service's arrangements for the preparation of financial 

statements, governance and performance. Our audit approach is based on an 

annual integrated assessment of risk across the Code responsibilities. 

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

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

2000

statements of International 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.

This plan summarises our approach to the audit of Service for the year ended 

31 March 2015 to ensure compliance with the Code and other legislative and 

audit practice requirements. 

Our Audit Strategy

Our key audit objectives are as follows:

to audit the financial statements of the Service within agreed timescales

to ensure that the Service complies with applicable enactments and guidance 

issued by Scottish Government Ministers

to consider aspects of performance and governance arrangements

to consider legality and losses

to produce a concise and constructive report of key issues to the Audit and Risk 

Assurance Committee of the Service and the Auditor General for Scotland.

The Scottish Fire and Rescue Service's responsibilities

The Accountable Officer is responsible for the preparation of the financial 

statements which show a true and fair view of the Service's affairs and for making 

available to us all the information and explanations we consider necessary for the 

purposes of our audit. The Service's management team are responsible for putting 

proper arrangements in place to ensure that:

public business is conducted in accordance with the law and proper standards

public money is safeguarded and properly accounted for

economy, efficiency, effectiveness and Best Value is achieved in the use of 

resources.

Introduction
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Understanding the Service 
Challenges/opportunities

Our response

� We will monitor progress over 2014-15 to generate 

efficiencies  in order to meet the budget requirements.

� We will review the governance processes surrounding 

the approval of projects to establish the level of 

challenge and scrutiny.

� We will review the medium to long-term  plans for 

the achievement of corporate objectives against 

expected reduced funding levels.

� We will continue to engage with HMFSI and Audit 

Scotland and consider the  impact of their work for 

our audit.

� We will continue to monitor progress in delivering 

the key elements of the Fire Reform programme.

1. Service transformation

� Funding is received from the Scottish Government 

through grant-in-aid allocations. The Strategic Plan 

shows a projected reduction in resource budget of 

£19m between 2013-14 and 2015-16.  The capital 

budget is to rise by £8.7m which reflects the Scottish 

Government's commitment to infrastructure 

investment.

� The challenge for the Service is to maintain a 

balanced budget while delivering corporate objectives 

whilst also transforming service delivery.

� Robust transformation plans and financial scrutiny 

will be required to ensure budget challenges are met.

� A robust decision making process will be required to  

scrutinise the projects which will offer the value for 

money when considering the overall performance of 

the Service.

2. Fire Reform

� The merger of eight former Fire and Rescue Services 

on 1 April 2013 has presented management and 

members with strategic and operational challenges 

and opportunities.

� Review of key reports including those from external 

regulators such as HM Fire Service Inspectorate 

(HMFSI) indicate that the merger continues to go 

well.

� Audit Scotland have carried out a review  of the 

Service to identify what progress the Service has 

made in improving the efficiency and effectiveness of 

fire and rescue services in Scotland. The report is due 

to be published  on behalf of the Auditor General for 

Scotland in May 2015.

� There is recognition from management that further 

work is require to harmonise internal policies and 

processes across the organisation. 

The Service has outlined its purpose in the 

Strategic Plan 2013-16 .The Service's key aim is to 

meet the expectations within the Scottish 

Government's Fire and Rescue Framework for 

Scotland.

In 2013 The Scottish Government published 'The 

Fire and Rescue Framework for Scotland 2013' 

which set out the expectations that the Service 

will create a modern, effective and efficient service 

that contributes to the Scottish Government's 

aims for public services. 

The Service has developed 32 local plans which 

set out the priorities and objectives for the service 

locally showing how the plans contribute to the 

Scottish Government priorities, Community 

Planning Partnerships Single Outcome 

Agreements and how the actions will support the 

aims in the Strategic Plan 2013-16.

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 2014-15. 
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3.   Financial Reporting

� The applicable financial reporting framework is the HM 

Treasury Financial Reporting Manual (FReM).

� The Service is required to produce and submit a Whole 

of Government Accounts return by 12 August 2015.

� In 2015-16, the production of a sustainability report will 

be a requirement. We recommended in our Annual 

Report to Members 2013-14, that management should 

put in places processes to be able to produce a 

sustainability report.

4.   Single payroll system implementation

� The Service is currently implementing a new 

payroll system. This requires the migration 

of eight payroll systems inherited on 1 April 

2013. The first migration is planned for 

March 2015 with the final system to be 

completed in August 2015.

5.   Community Planning Partnerships

� Community Planning Partnerships (CPPs) were 

established under statute to promote public 

sector organisations, voluntary organisations 

and business to work together with a shared 

vision to improve service for the local 

community.

� The Service are Statutory partners in the 32 

Community Planning Partnerships.

� The Audit Scotland overview report of CPP's

'Community planning: Turning ambition into 

action'  has identified that although 

improvements have been made, leadership, 

scrutiny and challenge are inconsistent.

Understanding the Service (continued)

Challenges/opportunities

Our response

� We will continue to work with the Finance Team to help 

ensure that disclosures in the Annual Report and 

Accounts meet the requirements of the FReM.. We are 

providing a technical update session to members of the 

finance team.

� We will review project plans and implementation of the 

2014-15 final accounts closedown process.

� We have already engaged with management to ensure 

that arrangements are in place to ensure all submission 

deadlines are met.

� We will review plans to produce the required disclosures 

under the sustainability reporting framework.

� We will review the controls management 

have put in place to ensure the completeness 

and accuracy of payroll data. 

� We will monitor how the implementation 

progresses.

� We will review  how the Service engage with 

the 32 CPPs.

� We will review how the Service have 

responded to recommendations in Audit 

Scotland Community Planning Partnership 

reviews.
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The Service has a legal responsibility to provide response, resilience, prevention 

and protection services through use of public funds. We therefore use resource 

expenditure as the basis for our overall materiality.  In 2014-15 we have conducted 

an assessment and set a planning materiality at  2% of  2014-15 initial budgeted 

resource expenditure. Overall planning materiality is therefore £ 5.198 million.

Performance materiality is the amount set by the auditor, at less than materiality, 

to reduce the probability that the aggregate of uncorrected and undetected 

misstatements exceeds materiality. Performance materiality is the maximum 

amount of a misstatement that the audit team can accept in an individual account.  

We would therefore expect any individual misstatement detected above this level 

to be adjusted. We also use this level to assess the risks of material misstatement 

and plan the nature, timing and extent of our audit procedures.

At the planning stage we have set performance materiality at  £3.899million (75% 
of materiality). Our judgement has been informed by our sector knowledge and 
prior experience, taking into consideration fraud risk indicators, prior year 
adjustments and accounting issues facing the sector.

In addition to the guidance on materiality ISA 450 requires the auditor to consider 
the accumulated impact of misstatements identified during the audit, other than 
those that are clearly trivial.  Any identified errors greater than £250k will be 
recorded on a schedule of immaterial misstatements. These will be assessed 
individually and in aggregate, discussed with you and if not adjusted, signed off by 
you as part of your letter of representation to us.

We will review materiality at the reporting stage of the audit to assess its 
appropriateness in light of the revised financial statements.  At all times we will 
assess the impact of an item on the financial statements.  An item of low value 
may be judged to be material by its nature (e.g. amounts disclosed in the 
remuneration report) and an item of higher value may be judged not material if it 
does not distort the truth and fairness of the financial statements.

Introduction

The Service's Annual Report and Accounts is a key document and is essential in 
demonstrating the proper stewardship of the resources made available.

We are required to audit the financial statements and 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

whether the Annual Governance Statement has been prepared in accordance 

with relevant requirements and to report if it does not meet these requirement, 

or if the statement is misleading or inconsistent with our knowledge.

Materiality

Materiality is an auditing and accounting concept relating to the importance or 

significance of an amount, transaction or discrepancy in respect of an entity's 

financial statements. An item would be considered material to the financial 

statements if, through omission or non-disclosure, the financial statements would 

no longer show a true and fair view. Under ISA 320 the auditor is required to apply 

the concept of materiality in planning and executing the audit. The assessment of 

what is material is a matter of professional judgement, however we set both an 

overall materiality and performance materiality level to guide that judgement.

Overall materiality is set for the financial statements as a whole and is based on our 

perception of the financial needs of users.  It is informed by the level of public 

scrutiny, key performance indicators used by management, management's view on 

materiality and specific risks identified to the Service. 

Financial Statements



©  2015  Grant Thornton UK LLP  The Audit Plan   8

Our work with Internal Audit

Each year, we engage with 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 2014-15 covers the following areas that are relevant to our 

work:

Early severance arrangements

Service transformation programme

Stock-taking and inventory control

Financial Statements (continued)
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Our audit approach

Our approach will be to report all findings 

to management so that the Service can 

choose to secure 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.

We have devised a detailed programme of 

substantive audit procedures which will 

address the risk of material mis-statement 

in the Service's financial statements.

We will give a regularity opinion on the 

Service expenditure and report to you on 

governance, performance and fraud 

matters. 

•Updating our understanding of the Service through discussions with management and review of reports 
presented to the Board and sub-committees.

Planning

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

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

•Early substantive testing.

•Reporting the findings of our interim work to the Audit and Risk Assurance Committee through our 
Audit Update Report.

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

Interim Audit Work

•Performing analytical review of transactions.

•Performing substantive testing of transactions and balances.

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

•Reviewing the Annual Governance Statement for compliance with Scottish Government guidance 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.

•Determining an audit opinion.

•Reporting to those charged with governance through our ISA 260 Audit Findings Report and Annual  
Report to Members and attendance at the Audit and Risk Assurance Committee.

Completion
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Significant risks identified

"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 315). 

Significant risks are defined by professional standards as risks that, in the judgement of the auditor, require special audit consideration. In identifying risks, audit teams 

consider the nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk of material misstatement.

In this section we outline the significant risks of material misstatement which we have identified. There are two presumed significant risks which are applicable to all audits 

under auditing standards (International Standards on Auditing  - ISAs) which are listed below:

Significant risk Description of risk Work planned

The revenue cycle includes fraudulent 
transactions

Under ISA 240 there is a presumed risk that revenue may be 
misstated due to the improper recognition of revenue.

We have rebutted this presumed risk for the Service.  The 
reasoning behind this is:

� revenue does not primarily involve cash transactions 

� revenue is principally an allocation from the Scottish 
Government.

Management over-ride of controls Under  ISA 240 it is presumed that the risk of management 
over-ride of controls is present in all entities.

� We will review of accounting estimates, judgments and 
decisions made by management

� We will test journal entries

� We will review unusual significant transactions.

� Agree the financial statements and disclosures to the 
general ledger
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Reasonably possible risks identified

"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 315). 

Reasonably possible risks are, in the auditor's judgement, other risk areas which they have identified as an area where the likelihood of material misstatement cannot be 

reduced to remote, without the need for 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.

Reasonably possible risks 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.

Fire fighters pension scheme Payments to pensioners are incorrectly calculated

Payments to retiring officers are low in volume but high in value 
and the Service is reliant on effective controls both within and 
outside the organisation to ensure that payments made are valid 
and accurate.

� We will review and walkthrough the processes and controls in 
operation for administering the pension payrolls and payments 
to retirees which includes verifying the existence of retired 
staff.

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

� We will complete a  predictive analytical review of pension 
payroll expenditure.
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Reasonably possible risks identified (continued)

Reasonably possible risks Description of risk Work planned

Employee remuneration Employee remuneration accruals understated: 

The Service has a large number of employees and related payroll 
transactions. As payroll is processed on eight separate payroll 
systems, seven of which are provided externally, this means the 
inherent risk, which include year-end accruals, is medium. 

� 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 payroll transactions to 
confirm the accuracy of the transaction 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 controls in place over the data migration and 
the transfer of payroll functions in-house during the year.
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Governance

Introduction

Corporate governance is concerned with structures and processes for decision-

making, accountability, control and behaviour at the upper levels of 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 Audit Scotland Code of Practice gives the auditor a responsibility to review 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 

review:

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.

Fraud and Irregularity

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.

We engage with the Service's internal audit team to review specific areas of 
fraud risk, including the operation of key financial controls.  We also examine 
the Service's policies, strategies, standing orders and financial instructions to 
ensure that they provide a robust framework of internal control.
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Governance (continued)

Annual Governance Statement

The Annual Governance Statement (AGS) is the key document that records the 

governance ethos of Service and assurances around the achievement of  its vision 

and strategic objectives.  The AGS summarises the internal control framework, 

arrangements for risk management, financial governance and accountability.

During 2013-14, we concluded that the disclosures within the Service's AGS were 

clear and comprehensive. Under the Audit Scotland 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 2014-15  AGS and management 

commentary in the financial statements against best practice. 

Regularity Opinion

The Service is responsible for ensuring that public money is used only for its 
approved purpose, therefore the Service should ensure that systems of internal 
control are in place to ensure the regularity of transactions.

The Audit Scotland Code of Audit Practice requires that the auditor provides an 
opinion on the regularity of the income and expenditure of the Service.  We will 
therefore consider whether there are adequate controls in place over expenditure and 
substantively test transactions to ensure they are in line with the approved purpose 
of the Service.
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Performance and Best Value

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, by listening and responding to the local 

community 

achieving sustainable development in how the Service operates

ensuring equal opportunities in the delivery of services.

As part of our audit, we will consider the Service's approach to best value. 

Performance Management

In line with all central government bodies in Scotland, the Service measures its 

performance using the Scottish Government's National Performance Framework. 

Good quality performance information and self evaluation play a critical role in 

demonstrating that bodies are delivering efficient and effective services.  The Service 

has outlined its key strategic goals in the Strategic Plan 2013-16. 

The Service measure its performance against a number of key performance 

indicators (KPIs). The 2013-14 Annual Report summarises performance against 

the performance scorecard and only one of the six corporate aims was rated as 

not fully achieved.

The Service also prepare a number of operational performance measures which 

are monitored by the Board and the Strategic Leadership Team at their meetings 

throughout the financial year.

We will review the Service's approach to the measuring and reporting on 

performance and how they use this information to drive improvement.

Audit Scotland national reports 

Audit Scotland carry out a national performance audit programme on behalf of 

the Auditor General for Scotland.

Audit Scotland ask us to ensure that central government bodies review the 

national studies relevant to them and action them accordingly.  There is an 

expectation that the Service will review national reports at an appropriate level 

and action them accordingly.  
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Performance and Best Value (continued)

As external auditors we are required to consider:

whether the Service has discussed the national report at an appropriate level

whether the Service has carried out a self-assessment against the national report

whether an action plan has been developed as a result of any self- assessment.

During 2014-15 the following reports which the Service might find useful have been 

issued:

Community planning: Turning ambition into action 

Community Planning Partnership reviews of Orkney, West Lothian, Moray, 

Falkirk and Glasgow

Scotland's public finances – a follow-up audit: Progress in meeting the challenges

Procurement in Councils

To promote impact at a local level, one or two national performance reports are 

subject to more targeted follow up each year. Audit Scotland request local auditors 

to follow-up specific national reports and provide additional information. For 2014-

15 no targeted follow-up work is planned, however we have been asked to provide 

additional information on finance function capacity to inform a future Audit 

Scotland report.

Audit Scotland Scottish Fire and Rescue Service Review

Audit Scotland are currently in the process of a review of the Service. The review 

builds on previous audit and inspection work. The overall aim of the audit is to 

answer the question: 

What progress has the SFRS made in improving the efficiency and effectiveness of 

fire and rescue services in Scotland? 

The specific audit questions are: 

How well was the fire reform process managed? 

Are the SFRS’s governance and financial management arrangements effective? 

How effectively is the SFRS planning and using its resources to improve 

efficiency and deliver savings? 

The report is due to be published on behalf of the Auditor General for Scotland in 

May 2015. We will review the Service's response to the report.
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Logistics and our team

Debrief
Final accounts 

visit
Completion/
reporting 

FEB  & APR 2015 SEP 2015 SEPT/OCT 2015 NOV 2015

Key phases of our audit

2014-2015

Interim audit
visit

Date Activity

Jan 15 Planning meeting

Jan 15 Joint de-brief meeting

Jan/Feb 
& Apr 15

Planning and interim onsite 
work

Mar 15 Audit Plan presented to the 
Audit and Risk Assurance 
Committee

Sep 15 Year end site work

Oct 15 Audit Findings Report and 
Annual Report to Members
presented to the Audit and 
Risk Assurance Committee

The audit cycle

Robin Baker
Director
T 0161 214 6399
E robin.j.baker@uk.gt.com 

Robin is the firm's national Fire Lead 
and Engagement Lead for the 
Scottish Fire and Rescue Service, 
bringing his extensive public sector 
expertise to the audit. Robin will be a 
key contact for the Chief Fire Officer, 
the Director of Finance and 
Contractual Services, other senior 
officers and the Audit and Risk 
Assurance Committee. Robin is 
responsible for the overall delivery of 
the audit including the quality of 
output and signing the audit opinion.

Claire Bailey
Engagement Manager
T 0141 223 0757
E claire.bailey@uk.gt.com 

Claire is responsible for the audit 
strategy, planning and liaison with key 
contacts to ensure the smooth 
running of the overall audit plan. 
Claire has worked with the Service 
since its creation and has knowledge 
of the Service from prior years' audit 
work and will review the quality of 
audit outputs prior to presentation to 
officers and members.

Jason Burgess
In-charge audit executive
T 0161 234 6390
E jason.m.burgess@uk.gt.com 

Jason is an experienced auditor of 
fire services and is responsible for 
managing the audit of the financial 
statements. Jason is the main contact 
for the Head of Finance and 
Accounting  Manager. Jason will 
provide feedback to the Accounting 
Manager throughout the audit 
process and is the first point of 
contact for resolving technical 
accounting issues. 

Raul Rodriguez 
IT Audit Manager
T 0131 659 8534
E raul.rodriguez@uk.gt.com 

Raul is responsible for review of the 
Service's  IT systems to complement 
the financial accounts process.

Our Team
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Fees and independence

2014/15 Audit Fee

Your external audit fee for 2014-15 is £115,000 which 

represents a 1.6% reduction in real terms from prior year. 

The fee is based on our risk assessment of the audit and takes 

into account multiple service providers for payroll and fire 

fighter's pension payments and the in-year changes to both 

payroll provision and fire fighter's pension payments 

provision.

Our fee assumptions include:

� supporting schedules to all figures in the accounts are 

supplied by the agreed dates and in accordance with the 

agreed upon information request list

� the Service will make available management and 

accounting staff to provide us with information and to 

provide explanations.

Independence and ethics

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. In 

completing our independence procedures we have identified that a close family member of Audit and 

Risk Assurance Committee chair is an employee of Grant Thornton. We have safeguards in place to 

ensure that Grant Thornton remain objective and independent. The member of staff has not and will 

not be involved in any services we provide to the Service.

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.

Fees for other services

Service Fees £

None Nil

Fees

£

The Scottish Fire and Rescue Service audit 115,000

Total audit fees 115,000
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Communication of  audit matters with those charged with governance

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 Audit Findings 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 the Service.

Respective responsibilities

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 the Service's independent external auditors by the Audit 
General for Scotland, the individual 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 the Service 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.

Our communication plan
Audit 
Plan

Audit 
Findings

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 �
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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 
substantive 
testing be 

carried out?

Resource 
Expenditure

Yes Operating expenses are misstated Medium Reasonably
possible

Total resource expenditure in 2013-14 was 
£64.5m (excluding staff costs) 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 misstated

Medium Reasonably
possible

In the 2013-14 accounts the Service reported 
staff costs of £199.9m and 8,658 average full 
time equivalent staff members.  There is 
therefore a high number of monthly transactions 
which are processed on eight separate systems 
of which seven are provided externally. Staff 
costs are a significant proportion of running 
costs.  In addition a transfer of payroll from an 
external provider to in-house has taken place in 
year. Based on this information we have 
assessed the inherent risk as medium.

�

We undertake a risk based audit, focussing audit effort on those areas where we have identified the highest 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 10.

Reasonably Possible – Reasonably possible 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 pages 11 and 12 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.
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Appendix A: An audit focused on risks (continued)

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?

Fire Fighters pension 
scheme 

Yes Payments to pensioners incorrectly 
calculated and claims liability 

understated

Medium Reasonably
possible

In the 2013-14 accounts the Service reported 
total pension payments of £87.99m. There is a 
high number of monthly transactions which are 
all processed by different external service 
providers. During the year, the provision of fire 
fighter's pension administration has transferred 
to the Scottish Public Pensions Agency. We 
have therefore assessed the inherent risk as 
medium.

�

Finance Costs No Operating expenses are misstated Low None The balance is below materiality therefore risks 
are deemed to be low.

�

Corporation Tax No Operating expenses are misstated Low None The balance is below materiality therefore risks 
are deemed to be low.

�

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 as low.

�

Scottish Government 
grants

Yes Capital and revenue 
grants/contributions are not accounted 

for appropriately

Low None In 2013-14 the Service received £126m which
were from a low volume of transactions. We 
have therefore assessed the inherent risk 
associated with revenue recognition as low.

�

Property, Plant and 
Equipment

Yes Allowance for depreciation not 
adequate

Low None The depreciation balance is comprised of a low 
volume of high value transactions. We have 
therefore assessed the inherent risk as low.

�

Intangible Assets No Allowance for amortisation not 
adequate

Low None The balance is below materiality therefore risks 
are deemed to be low.

�
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Appendix A: An audit focused on risks (continued)

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?

Inventories No Inventory prices and quantities are not 
valid

Low None In the 2013-14 accounts  the balance 
disclosed was below materially 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 we 
have deemed the inherent risk to be low.

�

Trade and Other 
Payables

Yes Creditors understated or not recorded
in the correct period

Medium Reasonably 
possible

The payables figure in 2013-14 was £41m, 
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 
judgements. We have therefore deemed the 
inherent risk to be medium.

�

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 low.

�

Provisions Yes We have not identified a risk of 
material misstatement

Low None The provisions figure in the 2013-14 accounts 
was £5.6m which included a number of 
provisions relating to former Fire Services 
which are low in volume but high value. We 
have assessed the inherent risk to be low. 

�

Retirement Benefit 
Obligations

Yes We have not identified a risk of 
material misstatement

Low None The  Actuarial valuations are provided at the 
year end and are recorded in the general 
ledger through a low volume of high value 
transactions The inherent risk is deemed 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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