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Report to: AUDIT AND RISK ASSURANCE COMMITTEE 

Report No: C/ARAC/23-15 

Date: 7 SEPTEMBER 2015 

Report By: GRANT THORNTON UK LLP  

 

Subject: EXTERNAL AUDIT UPDATE SEPTEMBER 2015 

 

1. PURPOSE 

1.1 This paper provides the Audit and Risk Assurance Committee with a report on the 

progress in delivering our responsibilities as your external auditors. The paper also 

includes a summary of emerging national issues and key accounting and auditing 

developments that may be relevant to the Audit and Risk Assurance Committee. 

 

2. RECOMMENDATIONS 

2.1 The Committee is asked to note the contents of the report included at Appendix 1. 

 

3. BACKGROUND 

3.1 The Audit Plan was presented to members in March 2015. 

 

4. Progress to date  

4.1  Progress of the external audit is detailed in Section 1 of the report. The final accounts 

field work commenced on 26 August 2015. 

 

5. EMPLOYEE IMPLICATIONS  

5.1  None 

 

6.  FINANCIAL IMPLICATIONS  

6.1  None 
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7  LEGAL IMPLICATIONS 

7.1 None  

 

 

Robin Baker  

Grant Thornton UK LLP 

 

26 August 2015 
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Introduction

Our progress against the audit plan 

The Committee considered our audit plan 

in March 2015.  This section of the report 

provides an update of our progress to 

date relating to:

• Our interim accounts fieldwork visit

• Our final accounts fieldwork visit

Our summary of  Audit Scotland 
reports from April 2015- July 2015

During the period, Audit Scotland 

published a number of reports which are 

relevant to the Service as follows:

• The Scottish Fire and Rescue Service

• Managing ICT contracts in central 

government: an update

Relevant Grant Thornton research 
and publications from March 2015 
to July 2015

During the period, we published the following 

report:

• Crews control: better use of people 

and resources, in March 2015

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

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

and Risk Assurance Committee.  

We outline each section of  the report below:

Emerging accounting and audit 
developments

We use this section to provide an update 

on accounting guidelines that may have 

an impact on our audit approach, or on 

the services' financial statements.  This 

section includes:

• Pension Ombudsman ruling against the 

Government Actuary's Department 
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Progress to date
Work

Stage of  

completion
Conclusion

Entity level controls

We have obtained an understanding of the overall control 

environment relevant to the preparation of the financial 

statements including:

• Communication and enforcement of integrity and 

ethical values

• Commitment to competence

• Participation by those charged with governance

• Management's philosophy and operating style

• Organisational structure

• Assignment of authority and responsibility

• Human resource policies and practices.

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

operating in line with the outlined policies and procedures.

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

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

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

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

Journal entry controls

We have reviewed the Service's journal entry policies and 

procedures as part of determining our journal entry testing 

strategy.  

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

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

Further work planned:

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

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

software

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

Work
Stage of  

completion
Conclusion

Walkthrough testing and early substantive 

work

In our Annual Audit Plan we have identified three areas 

where we consider there is a reasonably possible risk of 

material misstatement to the financial statements:

• Operating expenditure

• Payroll

• Fire fighters' pension payments

In progress Operating expenditure

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

that the controls were operating in line with our understanding.

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

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

issues arising.

Further work planned:

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

• Substantive testing of year end accruals and creditors

• Cut-off testing of expenditure around the year end

Payroll

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

remaining systems not requiring a walkthrough due to materiality (see appendix A for further 

details). 

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

the migration of the payroll systems.

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

we have delayed our interim substantive testing of payroll to our final accounts visit.

Further work planned:

• Confirm that expected data migration controls have occurred  

• Completion of substantive testing of payroll data

• Trend analysis of payroll data

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

Work
Stage of  

completion
Conclusion

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

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

that the controls for administering pension payrolls and payments to retirees were operating in line 

with our understanding.

During the interim audit we selected a sample of 15 retirees from both pension schemes. However, 

as the source information is held by third party organisations the information was not received 

until early April. This information will be reviewed during the final accounts fieldwork.

Further work planned:

• Complete substantive testing transactions of pension payments 

• Complete a predictive analytical review of pension payroll expenditure

Final Accounts field work In progress • We have had regular discussions with the Accounting Manager to discuss progress and key issues

• We received the draft accounts on 26 August 2015

• Our field work commenced on 26 August 2015

• We will report our findings in our Annual Report to Members on 20 October 2015



Audit Scotland Reports 

April 2015- July 2015
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The Scottish Fire and Rescue Service 

In May 2015, Audit Scotland published a report on the Scottish Fire and Rescue Service. The report focused on three areas:

• the merger and governance of  the Service

• the Service's costs and savings

• delivery of  fire and rescue services 

Four recommendations were made in the report which the service have incorporated into an action plan which will be monitored 

through the Performance Improvement Forum, Senior Leadership Team and the Audit and Risk Assurance Committee.  

Key messages from the report are detailed below:

Scottish Government and the Service managed the 
merger of  the eight fire and rescue services 
effectively and there was no impact on the public 
during the merger

The Scottish Government and SFRS drew on the 
Audit Scotland report 'Learning the lessons of  public 

body mergers' and followed good practice during the 
merger.

Roles were clearly defined with key targets set for 
the Chair and Chief  Fire Officer and key positions 
filled prior to the merger.

A post implementation review is required by 
December 2015.

The move from eight local fire and rescue 
services to a national  organisation has enhanced 
the scrutiny and challenge of  the fire and rescue 
service

The Board is performing well and sets the 
strategic direction of  the Service in a united way.

The Board are self  aware and committed to self  
improvement. A number of  improvement areas 
have been identified and an action plan is in place 
to address these areas.

Communication and engagement with local 
communities has been enhanced with Local 
Senior Officers.

A potential funding gap of  £42.7 million in 
2019/20 has been identified

Reported savings of  £16.1 million in 2013/14 and 
planned savings of  £6.6 million in 2014/15 puts 
the Scottish Fire and Rescue Service on track to 
exceed expected savings of  £328 million by 
2027/28. However, as a result of  future cost 
pressures and likely reductions in funding, Audit 
Scotland estimate a potential funding gap of  
£42.7 million in 2019/20. 

The Scottish Fire and Rescue Service does not yet 
have a long-term financial strategy. It is currently 
developing the necessary underpinning strategies.
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There are major challenges ahead for the service as 
it adapts to changes in demand to secure a 
sustainable service in the context of  decreasing 
budgets

There has been a long term reduction in the 
number of  fires and the number of  fire-related 
casualties. The Scottish Fire and Rescue Service has 
begun a series of  reviews of  how it delivers a fire 
and rescue service in the context of  this reduction 
and its new national role. These reviews aim to 
ensure that its resources are used in the right way, 
and at the right time, to provide a sustainable 
national service. Implementing the findings of  
these reviews, in the context of  potentially 
decreasing budgets, will be the major challenge for 
the Scottish Fire and Rescue Service over the next 
few years.
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Managing ICT contracts in central government: an update

In June 2015, Audit Scotland published an update report to 'Managing ICT contracts in central government' published in August 2012. 

Scottish Fire and Rescue Service was selected by Audit Scotland for additional follow up work.

We reviewed four projects within the overall service transformation programme which were at various stages of  their life cycles 

against the questionnaire provided by Audit Scotland. The information collated on the projects was provided to Audit Scotland to

inform their report.

We concluded that, in all instances, the Scottish Fire and Rescue Service is either meeting the requirements set out in the scrutiny 

questions or has demonstrated an awareness where an improvement is required.

The current skills gap in central government bodies 
is a significant problem. Scottish Government are 
creating a Digital Transformation Service as a means 
to pool resources and fill the skills gap

The aim of the Digital Transformation Service is to help 

strengthen and provide digital skills across the sector. It will 

be managed centrally by Scottish Government and plans to 

offer four different types of service to central government 

bodies:

• help with developing business cases and project design

• provide support in implementing the programme

• help bodies with their overall digital strategy

• support collaboration between central government 

bodies and across the public sector

There remains variability in managing ICT
contracts across central government bodies

Key aspects of the management of programmes reviewed 

included having clearly defined benefits from the start 

and baseline data to assess out comes against, knowledge 

and use of appropriate project management techniques 

and contract and supplier management. 

The ICT assurance framework and governance 
arrangements were updated in April 2015

In response to feedback from central government bodies, 

Scottish Government revised the 2013 assurance 

framework with the following improvements:

• there is a clearer explanation of what is meant by the 

full-life cost of a programme

• the assurance requirements for programmes of 

different values are more clearly explained

• it clearly sets out the escalation route to the Strategic 

Corporate Services Board (SCSB) and when it will be 

used

• flow diagrams show the processes to be followed

• workshops will be used to share lessons learned 
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Recommendations from the report for central government bodies:

fully comply with the ICT assurance framework and work with the Information Systems Investment 

Board (ISIB) and the Office of the Chief Information officer (OCIO) from the scoping stage of an 

ICT programme through to business as usual 

calculate the full life cost of the programme and assess the significance of the programme in terms of 

risk to business continuity and service delivery to help determine what assurance processes it should 

use

proactively seek opportunities to share and learn lessons from other organisations' ICT programmes 

to benefit from their experience

perform a full skills assessment before embarking on an ICT programme and work with Scottish 

Government to fill any identified gaps

ensure they define benefits clearly at the start of a project, and monitor and measure them 

throughout, so that the body has a clear focus and can demonstrate value for money

ensure appropriate people within the organisation have the skills and understanding of the chosen 

project management technique, such as Agile. This includes programme staff, senior management 

and board members

ensure they have the required contract and supplier management skills to negotiate, monitor and 

effectively manage the contract throughout the programmes life cycle



Grant Thornton research 

and publications March 

2015 – July 2015
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Crews control: making better use of  people and equipment

The nature of  the fire service is changing, fire safety initiatives, improved building construction and furniture design 

mean that fire services can now spend as much time responding to road traffic accidents as they do dealing with fires. 

Fire services also face an unprecedented financial challenge. The typical fire service has seen its funding reduced by more 

than a quarter, with the likelihood of  more reductions to come.

With employment costs typically representing three-quarters of  revenue expenditure it is critical that firefighters' are 

deployed in an efficient and effective manner. Significant changes are vital in order for the service to survive. Put simply 

the fire service needs to make better use of  firefighters time and have appliances that are more flexible and suited to the 

risks faced.

Making these changes is not easy. There are significant barriers to changing historic crewing arrangements and the 

introduction of  new appliance types cannot be implemented overnight. However, the pace of  change is slow and 

uncertainty remains as to whether the changes needed can be actioned at the speed required.

Key messages from the report:

1. Doing nothing with current firefighter crewing arrangements is not an option.
2. The changing nature of  incident response requires a different mix of  appliance type.
3. There is not a one size that fits all solution, but fire services need to understand and analyse their local risks and ensure firefighter crewing 
and equipment (including appliances) appropriately reflect these risks.
4. There are significant barriers to changing crewing working practices but there are signs across the UK that these barriers are being 
overcome.
5. Alternatives to the traditional fire appliance in the form of  light rescue pumps, rapid intervention vehicles and even motorbikes with 
panniers are examples of  changes that will enable a more effective response to incidents going forward.



Accounting and 

audit guidance
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Issues arising 

As part of  our ongoing audit planning, we review technical updates provided by Audit Scotland. One issue has come to 

light we wish to draw your attention to. 

Pension Ombudsman ruling against the Government Actuary's 
Department 

At a meeting of  audit agencies’ technical directors on 12 June 2015, 
the NAO highlighted a ruling in May 2015 by the Pensions 
Ombudsman against the Government Actuary’s Department (GAD) 
for failure to update pension commutation factors. The effect is that 
retirees may have received a smaller lump sum than they were 
otherwise entitled to. This ruling may have implications in Scotland.

SFRS will need to consider the implications for them and in particular 
whether any liability arises. SFRS will also need to consider the nature 
of  any disclosures that are required in the 2014/15 financial 
statements.
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Appendix A: Payroll Systems 

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

Strathclyde SFRS Midland iTrent Yes April 2015

Lothian and Borders Edinburgh City Council
Midland iTrent

Yes June 2015

Fife Fife Council Midland iTrent Yes June 2015

Dumfries & Galloway

Dumfries & Galloway 

Council
Midland iTrent

Yes July 2015

Highlands & Islands Highland Council Northgate Yes August 2015

Tayside Dundee City Council Northgate Yes July 2015

Grampian Aberdeenshire Council Cyborg Yes March 2015

Central Falkirk Council Northgate Yes August 2015

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

New  Payroll 2014-15 

Grampian (March 

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