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SESPLAN JOINT COMMITTEE 

30 MAY 2016 

 
 
 
 
 
 
 
ITEM 9 – FINANCE – MONITOIRING, UNAUDITED ACCOUNTS 2015/2016 AND ANNUAL AUDIT PLAN 

Report by: Ian Angus, SDP Manager 

 

Purpose 

This report presents: a budget monitoring report  for the year to 31 March 2016; the SESplan Unaudited Accounts  for 

2015 / 2016; and the Annual Audit Plan for consideration by the Joint Committee.   

 

Recommendations 

It is recommended that the SESplan Joint Committee:  

 

a. Notes the budget monitoring report attached as Appendix 1;  

b. Notes the Unaudited Accounts 2015 / 2016 as set out in Appendix 2;  

c. Agree to hereby give 14 days’ notice that the Unaudited Accounts 2015 / 2016 will be made available on the SESplan 

website from the 14 June 2016 for a 30 day period; and 

d. Notes the Annual Audit Plan attached as Appendix 3.        

 

Resource Implications 

As set out below and in Appendices 1 and 2. 

 

Legal and Risk Implications 

There are risks to the process if sufficient funding is not available to progress the Strategic Development Plan (SDP) at a 

rate  which  provides  an  up  to  date  strategic  planning  policy  context  for  the  timeous  progression  of  the  member 

authorities’ Local Development Plans (LDP), as is required by the relevant legislation.  All risks are detailed in the SESplan 

Risk Register and reported to Joint Committee on an annual basis. 

 

Policy and Impact Assessment 

No separate impact assessment is required.   

For Decision 
For Information  
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1. Background 

1.1 Under  SESplan’s  Financial Rules,  the  Treasurer,  in  conjunction with  the  SDP2 Manager,  is  to  submit detailed 

monitoring reports to the Joint Committee twice a year with one occasion being the end of each financial year.  

A monitoring  report  for  the period to  the end of  the  financial year 2015‐16  is attached as Appendix 1  to  this 

report. 

 

1.2 The Local Authority Accounts (Scotland) Regulations 1985 require all local authorities (including joint boards and 

joint committees) to make their unaudited accounts available for public inspection for at least 15 working days.   

 

1.3 Authorities must  give  at  least  14 days  public  notice  of  the  start  of  the  inspection  period.   During  this  time, 

members of the public can  look at  'the accounts to be audited, all books, deeds, contracts, bills, vouchers and 

receipts relating thereto…' Section 101 of the Local Government (Scotland) Act 1973 (the Act) allows copies or 

extracts of the accounts to be taken without charge. 

 

1.4 The Act also provides for 'any person interested' to object to the accounts.  The Act and Regulations require such 

rights  to  be  stated  in  the  public  inspection  notice.   An  objector must  send  their  objection  in writing  to  the 

Controller of Audit,  the  local authority auditor, the authority and any officer concerned within 21 days of the 

documents becoming available. 

 
1.5 Audit Scotland  recommends  the presentation of the Annual Audit Plan  for SESplan  to  the  Joint Committee as 

good practice. 

 

2. Budget Monitoring to 31 March 2016 

2.1    SESplan’s 2015‐16 Operating Budget and the Provisional Six Month Out‐turn report is attached as Appendix 1.   

2.2 The report notes that total costs in the year were £289,643 compared to the budget of £300,874.  There was an 

overspend of £1,491 on Fixed Costs and an underspend of £11,231 on Variable Costs. 

2.3 The majority of  SESplan’s  costs  are  Fixed Costs,  primarily  staff  and  associated  costs.    There was  a  small net 

overspend  of  £2,021  on  salaries  and  related  costs  in  2015‐16.    This  variance  from  the  approved  budget  of 

£220,708 was related to higher costs associated with maternity leave than estimated which were, in part, offset 

by a small underspend on a student planner post.    

2.4 The  approved  budget  for  SESplan’s  Variable  Costs  in  2015‐16  was  £42,500.    This  budget  allows  for  the 
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commissioning of essential technical support and  includes consultants’  fees and event costs.      In 2015‐16, this 

was applied primarily  to provide GIS and graphics support  for the Main  Issues Report and Proposed Plan and 

event costs related to the Main Issues Report consultation.   In 2015‐16, GIS services were provided by Scottish 

Borders Council and graphic services by City of Edinburgh Council at costs of £11,910 and £4,290 respectively.   

The transport appraisal for SDP2 was also to be funded from this budget in 2015‐16 but this project was delayed 

and  this  contributed  to  an  ‘underspend’ on Variable Costs of £12,722  in  the  year.     The  transport  appraisal, 

which was commissioned in March 2015, at a cost of £13,222, has now been completed and the costs will fall in 

2016‐17.  

2.5 SESplan’s income is made up of member authorities’ annual contributions and very small amounts from the sale 

of documents and  interest on  revenue balances.   The  total  income  in 2015‐16 was £279,516 compared  to an 

estimated income of £280,000.  In 2015‐16, members’ contributions were £279,300 in total, as in the approved 

budget.    There was  no  income  from  the  sale  of  documents  in  the  year.    Income  from  interest  on  revenue 

balances was £216 against an estimate of £1,000.   

2.6 The Operating Budget 2015‐16  included £50,836 carried  forward from 2014‐15, estimated that SESplan would 

draw £20,324 from its reserves in the year and carry forward £30,512 to 2016‐17.  An effect of the timing of the 

transport appraisal and the small overspend on fixed costs was that SESplan drew £10,127 from reserves in the 

year and the reserves carried forward to 2016‐17 will be increased by a corresponding amount.     

2.7 In accord with SESplan’s Financial Rules, a budget monitoring  report and  the proposed Operating Budget  for 

2017‐18 will be presented for the consideration of the Joint Committee on 28 November 2016. 

3. Unaudited Accounts 2015‐16  

3.1 The Unaudited Accounts for 2015‐16 are included as Appendix 2 to this Report.  The Accounts include the following 

financial statements: 

- The Movement in Reserves Statement reconciles the financial position shown in the Comprehensive Income 

and Expenditure Statement to the movement in SESplan’s reserves; 

- The  Comprehensive  Income  and  Expenditure  Statement  summarises  the  resources  that  have  been 

generated and consumed in providing services and managing SESplan during the year; 

- The Balance Sheet provides details of the Authority’s assets and liabilities as at 31 March 2016; and 

- The Cash Flow Statement details the inflows and outflows of cash arising from transactions.   

 

3.2 Subject  to agreement by  the SESplan  Joint Committee  the Audited Accounts will be uploaded  to  the SESplan 

website for a 30 day inspection period commencing on the 14 June 2016. 
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4. Annual Audit Plan 

4.1 The Annual Audit Plan  is prepared for the Treasurer and the members of the SDPA by Audit Scotland and sets out 

the  purpose  of  and  programme  for  the  Annual  Audit.    Fife  Council,  as  the  Treasurer  for  SESplan,  and  the  SDP 

manager have  an opportunity  to  comment on  the draft Annual Audit Plan.    The Annual Audit Plan,  attached  as 

Appendix  3,  is  presented  to  the  Joint  Committee  for  noting.    The  plan  indicates  that  the  audited  accounts  and 

Annual Audit Report will be presented to the meeting of the Joint Committee on 26 September 2016.   

 

 

Appendices 

Appendix 1  2015/16 Operating Budget and 6 Month Out‐Turn 2015‐16 

Appendix 2  Unaudited Accounts 2015‐16 

Appendix 3   Annual Audit Plan 2015‐16 

 

Background Papers 

SESplan Constitution, approved at SESplan Joint Committee on the 14 December 2015 

SESplan Financial Rules, approved at SESplan Joint Committee on the 14 December 2015 

 

Report Contact: ian.angus@sesplan.gov.uk / 01506 282879 

Report Agreed By: Ian Angus, SDP Manager 

Author:  Name: 



 

 
 

Appendix 1 ‐ SESplan 20115‐16 Operating Budget and Six Month Out‐turn 2015‐16 

 
  

2015/16 
Budget 

2015/16 
Provisional 
Outturn 

2015/16 
Variance 

Cost 
per 

council 
pa 

 
Notes

 
2016/17 
Budget   

FIXED COSTS                   

Team salaries + oncosts   220,708  222,729 2,021 37,122 1  227,199 

Accommodation costs 
(including Reception staff) 

7,500  7,453 ‐47 1,242
 

  
 

7,613 
 

IT Costs  16,000  16,283 283 2,714    16,000 

Audit Fee  3,350  3,380 30 563    3,400 

Consumables, travel, 
training, misc 

10,816  10,020 ‐796 1,670
 

  
 

10,124 
 

TOTAL Fixed Costs  258,374  259,865 1,491 43,311    264,336 

VARIABLE COSTS                   

Technical Support  42,500  29,778 ‐12,722 4,963    20,000 

Add: 10% contingency        0 0    2,000 

TOTAL Variable Costs  42,500  29,778 ‐12,722 4,963 2  22,000 

                    

TOTAL COSTS  300,874  289,643 ‐11,231 48,274    286,336 

  

Sale of Plans  250  0 ‐250 0    250 

Interest on Revenue 
Balances 

1,000  216 ‐784 36
 

  
 

1,000 
 

                    

Funded By:                   

Partner Contributions  279,300  279,300 0 46,550 279,300 

TOTAL INCOME  280,550  279,516 ‐1,034 46,586    280,550 

Net Expenditure  20,324  10,127 ‐10,197 1,688    5,786 

Useable Reserve brought 
forward from 2014/15 

‐50,836          
 

  
 

  
 

Useable reserve Carried 
Forward to Future Year 

   ‐42,675      
 

  
 

‐36,889 
 

Reserves as percentage of 
expenditure 

16.9%  14.7%      
 

  
 

12.9% 
 

Notes: 
1.  Minor overspend on maternity leave and cover, offset by £2k underspand on student planner 
2.  Variable costs underspent by £13k 
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South East 
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Planning 
Authority  
Annual Audit Plan 
2015/16  

Prepared for the Treasurer and Members of the 
Edinburgh and South East Scotland Strategic 
Development Planning Authority  

  March 2016 

 



 

 

Key contacts 
Bruce Crosbie, Senior Audit Manager 
bcrosbie@audit-scotland.gov.uk 

 

Jordan Roberts, Auditor 
jroberts@audit-scotland.gov.uk 

 

Chris Windeatt, Auditor 
cwindeatt@audit-scotland.gov.uk 

 

Audit Scotland 

4
th
 floor 

102 West Port 

Edinburgh 

EH3 9DN 

Telephone: 0131 625 1500 

Website: www.audit-scotland.gov.uk 

 
The Accounts Commission is a statutory body which appoints external auditors to Scottish local 
government bodies (www.audit-scotland.gov.uk/about/ac/).  Audit Scotland is a statutory body which 
provides audit services to the Accounts Commission and the Auditor General (www.audit-
scotland.gov.uk/about/). 
 
The Accounts Commission has appointed Bruce Crosbie as the external auditor of Edinburgh and South 
East Scotland Strategic Development Planning Authority Strategic Development Planning Authority for 
the period 2011/12 to 2015/16.  
 
This plan has been prepared for the use of the Edinburgh and South East Scotland Strategic 
Development Planning Authority and no responsibility to any member or officer in their individual 
capacity or any third party is accepted.   
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Summary 

Introduction 

1. Our audit is focused on the identification and assessment of the 

risks of material misstatement in Edinburgh and South East 

Scotland Strategic Development Planning Authority’s (SESplan) 

financial statements.   

2. This report summarises the key challenges and risks facing 

SESplan and sets out the audit work that we propose to undertake 

for 2015/16.  Our plan reflects: 

 the risks and priorities facing SESplan 

 current national risks that are relevant to local circumstances 

 the impact of changing international auditing and accounting 

standards 

 our responsibilities under the Code of Audit Practice as 

approved by the Auditor General for Scotland and Accounts 

Commission  

 issues brought forward from previous audit reports. 

Summary of planned audit activity 

3. Our planned work for 2015/16 includes: 

 an audit of the financial statements and provision of an opinion 

on whether: 

 they give a true and fair view of the state of affairs of 

SESplan as at 31 March 2016 and its income and 

expenditure for the year then ended 

 the accounts have been properly prepared in accordance 

with the Local Government (Scotland) Act 1973 and the 

2015/16 Code of Practice on Local Authority Accounting in 

the United Kingdom (the Code) 

 a review and assessment of SESplan’s governance and 

performance arrangements and financial position  

 provision of the annual report on the audit addressed to 

SESplan and the Controller of Audit. 
 



Responsibilities 
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Responsibilities 
4. The audit of the financial statements does not relieve management 

or the Joint Committee, as the body charged with governance, of 

their responsibilities. 

Responsibility of the appointed auditor 

5. Our responsibilities, as independent auditor, are established by the 

Local Government (Scotland) Act 1973 and the Code of Audit 

Practice, and guided by the auditing profession’s ethical guidance. 

6. Auditors in the public sector give an independent opinion on the 

financial statements.  We also review and report on the 

arrangements set in place by the audited body to ensure the proper 

conduct of its financial affairs and to manage its performance and 

use of resources.  In doing this, we aim to support improvement and 

accountability. 

Responsibility of the Treasurer  

7. It is the responsibility of the Treasurer, as the appointed "proper 

officer", to prepare the financial statements in accordance with 

relevant legislation and the Code of Practice on Local Authority 

Accounting in the United Kingdom (the Code).  This means: 

 maintaining proper accounting records 

 preparing financial statements which give a true and fair view of 

the state of affairs of SESplan as at 31 March 2016 and its 

expenditure and income for the year then ended. 

Format of the accounts 

8. The financial statements should be prepared in accordance with the 

Code, which constitutes proper accounting practice.  

 

Audit Approach 

Our approach 

9. Our audit approach is based on an understanding of the 

characteristics, responsibilities, principal activities, risks and 

governance arrangements of SESplan.  We also consider the key 

audit risks and challenges in the local government sector generally.  

This approach includes: 

 understanding the business of SESplan and the risk exposure 

which could impact on the financial statements 

 assessing the key systems of internal control, and considering 

how risks in these systems could impact on the financial 

statements 

 identifying major transaction streams, balances and areas of 

estimation and understanding how SESplan will include these 

in the financial statements  
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 assessing and addressing the risk of material misstatement in 

the financial statements 

 determining the nature, timing and extent of the audit 

procedures necessary to provide us with sufficient audit 

evidence as to whether the financial statements give a true and 

fair view. 

10. We have also considered and documented the sources of 

assurance which will make best use of our resources and allow us 

to focus audit testing on higher risk areas during the audit of the 

financial statements.  The main areas of assurance for the audit 

come from planned management action and reliance on systems of 

internal control.  Planned management action being relied on for 

2015/16 includes: 

 comprehensive closedown procedures for the financial 

statements accompanied by a timetable issued to all relevant 

staff 

 clear responsibilities for preparation of financial statements and 

the provision of supporting working papers  

 delivery of unaudited financial statements to agreed timescales 

with a comprehensive working papers package  

 completion of the internal audit programme for 2015/16. 

11. Auditing standards require internal and external auditors to work 

closely together to make best use of available audit resources.  We 

seek to rely on the work of internal audit wherever possible and as 

part of our planning process we carry out an early assessment of 

the internal audit function. Internal audit is provided by Fife Council’s 

Audit and Risk Management Services (ARMS).  Overall, we 

concluded that ARMS operates in accordance with the Public Sector 

Internal Audit Standards and has sound documentation standards 

and reporting procedures in place 

12. As SESplan uses the financial systems hosted by Fife Council, we 

plan to place formal reliance on aspects of the work of internal audit 

in the following areas of their review of Fife Council systems, to 

support our audit opinion on the SESplan financial statements: 

 payroll and expenses 

 debtors 

 bank and suspense accounts reconciliations. 

Materiality 

13. Materiality can be defined as the maximum amount by which 

auditors believe the financial statements could be misstated and still 

not be expected to affect the decisions of users of financial 

statements.  A misstatement or omission, which would not normally 

be regarded as material by amount, may be important for other 

reasons (for example, the failure to achieve a statutory requirement 

or, an item contrary to law).  In the event of such an item arising, its 

materiality has to be viewed in a narrower context; such matters 

would normally fall to be covered in an explanatory paragraph in the 

independent auditor’s report. 

14. We consider materiality and its relationship with audit risk when 

planning the nature, timing and extent of our audit and conducting 

our audit programme.  Specifically with regard to the financial 
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statements, we assess the materiality of uncorrected misstatements 

both individually and collectively.   

15. Based on our knowledge and understanding of SESplan we have 

set our planning materiality at £3,375 (1% of gross expenditure).   

16. We set a lower level, known as performance materiality, when 

defining our audit procedures.  This is to ensure that uncorrected 

and undetected audit differences do not exceed our planning 

materiality.  This level depends on professional judgement and is 

informed by a number of factors including: 

 extent of estimation and judgement within the financial 

statements 

 nature and extent of prior year misstatements 

 extent of audit testing coverage.  

17. For 2015/16 performance materiality has been set at £2,362.  We 

will report, to those charged with governance, all misstatements 

identified which are greater than £100. 

Reporting arrangements 

18. The Local Authority Accounts (Scotland) Regulations 2014 require 

that the unaudited annual accounts are submitted to the appointed 

external auditor no later than 30 June each year. SESplan is 

required to consider the unaudited annual accounts at a meeting by 

31 August. 

19. SESplan must publish the unaudited accounts on their website and 

give public notice of the inspection period. 

20. The 2014 regulations require SESplan to meet by 30 September to 

consider whether to approve the audited annual accounts for 

signature.  Immediately after approval, the annual accounts require 

to be signed and dated by specified members and officers and then 

provided to the auditor.  The Controller of Audit requires audit 

completion and issue of an independent auditor's report (opinion) by 

30 September each year. 

21. SESplan is required to publish on its website its signed audited 

annual accounts, and the audit certificate, by 31 October.  The 

annual audit report is required to be published on the website by 31 

December. 

22. A proposed timetable for the audit of the 2015/16 financial 

statements is included at Exhibit 1 below.  Discussions are still 

ongoing on the timing of committee dates to ensure compliance with 

the 2014 regulations. 

Exhibit 1:  Financial statements audit timetable 

Key stage Date 

Meetings with officers to clarify expectations of 

working papers and financial system reports 

March 2016 

Consideration  of unaudited financial statements by 

those charged with governance 

30 May 2016 

Latest submission date of unaudited council financial 

statements with complete working papers package 

30 May 2016 
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Key stage Date 

Progress meetings with officers on emerging issues As and when 

required 

during the 

audit process 

Latest date for final clearance meeting with officers 10 September 

2016 

Agreement of audited unsigned financial statements, 

and issue of Annual Audit Report (which includes the 

ISA 260 report to those charged with governance) 

17 September 

2016 

Joint Committee date for consideration of audited 

accounts and Annual Audit Report 

26 September 

2016 

Independent auditor’s report signed 26 September 

2016 

23. Matters arising from our audit will be reported on a timely basis and 

will include agreed action plans.  Draft management reports will be 

issued to the Strategic Development Plan (SDP) Manager and the 

Treasurer to confirm factual accuracy.  A copy of all final agreed 

reports will be sent to the SDP Manager, Treasurer, internal audit 

and Audit Scotland's Performance Audit and Best Value Group. 

24. We will provide an independent auditor’s report to SESplan and the 

Accounts Commission that the audit of the financial statements has 

been completed in accordance with applicable statutory 

requirements.  The Annual Audit Report will be issued by 30 

September.  

25. All annual audit reports produced are published on Audit Scotland's 

website: www.audit-scotland.gov.uk.   

26. Planned outputs for 2015/16 are summarised at Appendix 1. 

Quality control 

27. International Standard on Quality Control (UK and Ireland) 1 

(ISQC1) requires that a system of quality control is established as 

part of financial audit procedures.  This is to provide reasonable 

assurance that those professional standards and regulatory and 

legal requirements are being complied with and that the 

independent auditor’s report or opinion is appropriate in the 

circumstances.  The foundation of our quality framework is our Audit 

Guide, which incorporates the application of professional auditing, 

quality and ethical standards and the Code of Audit Practice issued 

by Audit Scotland and approved by the Accounts Commission.  To 

ensure that we achieve the required quality standards, Audit 

Scotland conducts peer reviews and internal quality reviews and 

has been subject to a programme of external reviews by the 

Institute of Chartered Accountants of Scotland (ICAS). 

28. As part of our commitment to quality and continuous improvement, 

Audit Scotland will periodically seek your views on the quality of our 

service provision.  We do, however, welcome feedback at any time 

and this may be directed to the engagement lead, Bruce Crosbie, 

Senior Audit Manager. 

http://www.audit-scotland.gov.uk/
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Independence and objectivity 

29. Auditors appointed by the Accounts Commission must comply with 

the Code of Audit Practice.  When auditing the financial statements, 

auditors must also comply with professional standards issued by the 

Auditing Practices Board and those of the professional accountancy 

bodies.  These standards impose stringent rules to ensure the 

independence and objectivity of auditors.  Audit Scotland has in 

place robust arrangements to ensure compliance with these 

standards including an annual “fit and proper” declaration for all 

members of staff.  The arrangements are overseen by the Assistant 

Auditor General, who serves as Audit Scotland’s Ethics Partner. 

30. Auditing and ethical standards require the appointed auditor to 

communicate any relationships that may affect the independence 

and objectivity of audit staff.  We are not aware of any other such 

relationships pertaining to the audit of SESplan. 

 

Audit issues and risks 
31. Based on our discussions with staff and a review of supporting 

information, we have identified the following main financial 

statements issues and risks for SESplan: 

 accounting for transactions in wrong year 

 management override of controls. 

32. These risks are documented in the summary assurance plan at 

Appendix 2, together with details of the sources of assurance that 

we have received and any audit work we plan to undertake for each 

of the risks. In the period prior to the submission of the unaudited 

financial statements, we will liaise with senior officers on any new or 

emerging issues. 

 

Fees and resources 

Audit fee 

33. Over the past four years, Audit Scotland has reduced audit fees by 

24% in real terms, exceeding our 20% target.  Due to further 

refinement of our audit approach we have been able to maintain 

audit fees for 2015/16 at the same level as last year.  This 

represents an additional real term fee reduction of 1.6%. 

34. In determining the audit fee we have taken account of the risk 

exposure of SESplan, the planned management assurances in 

place, and the level of reliance we plan to take from the work of 

internal audit.  We have assumed receipt of a complete set of 

unaudited financial statements and comprehensive working papers 

package by May 2016. 

35. The proposed audit fee for the 2015/16 audit of SESplan is £3,380 

(2014/15 £3,380).  Our fee covers: 

 the costs of planning, delivering and reporting the annual audit  

 your organisation’s allocation of the cost of national 

performance studies and statutory reports 
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 a contribution towards functions that support the local audit 

process (e.g. technical support and coordination of the National 

Fraud Initiative), support costs and auditors’ travel and 

subsistence expenses. 

36. Where our audit cannot proceed as planned through, for example, 

late receipt of unaudited financial statements or being unable to take 

planned reliance from the work of internal audit, a supplementary 

fee may be levied.  An additional fee may also be required in 

relation to any work or other significant exercises outwith our 

planned audit activity. 

Audit team 

37. Bruce Crosbie, Senior Audit Manager, Audit Services is your 

appointed auditor. Details of the experience and skills of our team 

are provided in Exhibit 2.  The core team will call on other specialist 

and support staff as necessary. 

 

 

 

 

 

 

Exhibit 2:  Audit team 

Name Experience 
 

Experience Experience 
 

Bruce Crosbie FCCA, Senior 

Audit Manager (and certifying 

auditor) 

Bruce has been involved in the 

external audit in the NHS and 

local government sectors for 

many years. He also has a key 

role in Audit Scotland’s internal 

quality arrangements. 

Jordan Roberts MSc, Trainee 

Auditor  

Jordan joined Audit Scotland in 

2012 and is ICAS exam 

qualified. He has worked on 

NHS, local government and 

central government audits. 

Chris Windeatt MSc, Trainee 

Auditor 

Chris joined Audit Scotland in 

2013 and is in the final year of 

his ICAS qualification. He has 

worked on NHS, local 

government and central 

government audits. 
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Appendix 1: Planned audit outputs 
The diagram below shows the key outputs planned for SESplan for 2015/16. 

 

October 
2016 

September 
2016 

August 
2016 

July 
2016 

June 
2016 

May 
2016 

April 
2016 

March 
2016 

February 
2016 

January 
2016 

December 
2015 

November 
2015 

Independent auditors’ 
report:  Provides the audit 
opinion on the financial 
statements. 

Combined ISA 260 / Annual Audit Report:  
Draws significant matters arising from our audit 
to the attention of those charged with 
governance prior to the signing of the 
independent auditor’s report. 

Annual Audit Plan:  
Provides details of 
planned audit work. 
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Appendix 2: Significant audit risks 
The table below sets out the key audit risks, the related sources of assurance received and the audit work we propose to undertake to address the 

risks during our audit work. 

 

Audit Risk Source of assurance Audit assurance procedure 

Financial statement issues and risks 

1 Accounting for transactions in the wrong year 

In both 2013/14 and 2014/15 we identified transactions which 

had been accounted for in the wrong year which, had they not 

been corrected, would have had a material impact on the 

financial statements. 

Risk: Transactions may not be accounted for in the correct year. 

 Inspection of all significant invoices 

during accounts production process 

to ensure they are recorded in the 

correct financial year that the 

supplies/services relate to  

 Re-iterated year end instructions 

regarding timing of goods/services 

received. 

 Detailed ‘cut-off’ testing of 

transactions at the year end. 

2 Management override of controls  

ISA 240 The auditor’s responsibilities relating to fraud in an 

audit of financial statements requires auditors to consider, on all 

audits, management’s ability to manipulate accounting records 

and prepare fraudulent or biased financial statements by 

overriding controls that otherwise appear to be operating 

effectively. 

Risk: Management is in a unique position to perpetrate fraud 

because of their ability to manipulate accounting records and 

prepare fraudulent financial statements by overriding controls. 

 There are a range of measures in 

place through Fife Council to 

prevent and detect fraud, including 

Standing Financial Instructions, 

Standing Orders, a Code of 

Conduct for staff, a Fraud 

Prevention and Detection Strategy 

and a Whistleblowing Guide. 

 Detailed testing of journal 

entries.  

 Review of accounting 

estimates for bias.  

 Evaluating significant 

transactions that are outside 

the normal course of 

business. 
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