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Our audit plan at a glance

Significant Audit risks
were presumed risks u
| SAD s :

override of controls and
risk of fraud in revenue

Materiality has been Performance

updated based on materiality is set at

unaudited financial £9,200and we have

statements to £14,16( reported to

(1% of gross management

expenditure) everything identified
over £1,000 (trivial)

recognition (notscottish
Government)Other
identifiedriskat planning
completeness of
expenditure (fraud)

Our audit is undertaken
in accordance with the
e sArlkitbody exemptio
in the Code of Audit
Practice. We have

focused on financial
sustainability, going
concern and wider
financial management
arrangements

We canconfirm we areindependentf HITRANS and our objectivityis not compromisedn accordancevith
Internationalstandard®on Auditing (UK & Ireland)and APB ethicalstandardg$or Auditors Our final fee was
unchangedt£9,37Q No non-auditservicetiavebeenprovidedto HITRANSin 2016 17.
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Key Messages

. . . . o] An Audit of the 201617 Annual report and
Wg anticipate issuing an unqualified  ,ccounts
opinion on. A A reviewof the ManagemenCommentaryand
A True and fair view of the AnnualGovernanc&tatement
financial statements A Completion of the 6 Ro ofeB o a r retdrs
_ submittedto Audit Scotlandto inform a future
A Other prescribed matters performanc@ublication

In accordancevith the requirementshe HITRANS
accountsveresubmittedo uson 27 June2017 before
Thisreportis a summaryot our findingsirom our  the deadlineof the end of June The unaudited
externalaudit work for the financial year ended annualreport and accountswere completeand to a

March 2017 Our work has been undertakenin - good standard The audit processworkedwell, with
accordance with  International Standards on g ayudit adjustments and limited disclosure

Auditing (UK & lIreland)and the Code of Audit smendments

Practicg2019.
42019 Financialperformancewas broadlyin line with the

O_ur report is addressedo the membersof thg budgetset at the startof the yearof £1.45 million
Highlands and Islands Transport Partnership yiih the exceptionof the North Bridgelinks project

( 0 HI TR ANgiorple asthosechargedwith \yhichwastransferredut of HITRANS to Highlands
governanceand the Controllerof Audit This ang) s | &meipiise

report will be publishedon the Audit Scotland .
websiteat wwwauditscotlandyovuk A budget of £0.823millionis in placefor 2017 18

_ _ _ reflectingthe end of the CommunityLinks Project
This report has been discussedand agreedwith \yhichwascompletedn 2016 17,

officers, and presented to the HITRANS )
PartnershipCommitteeon 15 Septembe2017 We HITRANS support the delivery of a number of

would like to thank officersand staff for their co- transportrelatedprojectscoveringthe geographical
operatiorandassistanaguringthe audit Councilareasof HighlandsOrkney, ComhairleNan

Eilean Siar, Moray and Argyll & Bute (excluding
Helensburgtand Lomond) Projectsduring2016 17

includedActive Travel mapsand the Moray Active

TravelHub Feasibilitystudy

Decisionsregardinghe HITRANs budgetare taken
by the PartnershipBoard, which is made up of
representatiofrom the five Councilsandthreenon
councillormembersppointedy the Partnershipvith
theagreemendf ScottishMinisters

HITRANS is supportedin its administratiorby the

Highland Council Financeteam,using many of the

C o u n @naricialsystems As HighlandCounci |
externahuditorswe haveusedthe informationgained
through the Council audit to inform our
understandingf HITRANS and subsequentesting

strategy
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The Financial Statements Audit

Testing provided assurance
on all identified areas of
significant and other audit
risks identified in our plan

O

We are satisfied with the
regularity of transactions and
identified no areas of non
compliancevith laws
and regulations through offr
work

Financial
Statement

The audited parts of the
Remuneration Report are
free from error

The Management Commentar
is in line with our knowledge ¢
HITRANS

£

We intend to issue a true and
fair audit opinion on the
financial statements




Summary

We havenot hadto alteror changeour auditapproachwhict
was set out in our audit plan, presentedo the HITRANS
Partnershiommitteeon 3 FebruaryAs setout in our planwe
have updatedour materialitycalculationgo be basedon the
unaudited2016 17 financialstatements Final materialitywa:
£14160(1% of grossexpenditure)

Our auditis substantiallpompletesubjecto thefinalisatiorof:

A completionproceduresncluding receiptof final financie
statementandmanagememépresentatioletter

A summaryof correctedand uncorrectecadjustmentsre se
out in Appendix1. In line with triviality we havereportedal
identifiedaudit adjustment@bove£1,000to Officers (trivial)
alongwith identifieddisclosurenhancements

Overall the draftfinanciaktatementse receivean the 27" of
Junewereof agoodqualityandwasacompleteannuabkccount
andreport

Internal Control Environment

In dischargingour respectivelSA responsibilitiesve have
soughtto understandH | T R A Ne&&rad environment In
particularwe haveperformedthe following work at Highland
Councilwho provideaccountingervices

Internal Audit

As setout in our planwe havenot placedormalrelianceon
the work of the in-houselnternal Audit function during
201617, which is provided by Highland Council The
Internal Audit function confirmed compliancewith the
Public Sector Internal Audit Standardsas part of theil
Annual Report An externalassessmertf the Interna
Audit function was completedin the year through the
ScottishLocal Authorities Chief Internal Auditor Groug
(SLACAIG) which was reported to Audit and Scrutin
Committeeat the 2 March 2017 meeting This repor
highlightedhat overallthe functiongenerallgonformswith
standardswith 7 areasof full conformancenoted and 6
area®f generatonformance Therewereno area®f partia
or non-conformanceoted

We havereviewedhe internalaudit plan for the Council
andthe internalreportsconsideredelevanto our externe
audit, in particularthe reviewsof internal controls anc
debtors

Basedn the work throughoutthe year Internal Audit have
concludedhat the key Councilsystem®peratein a sount
mannerandthattherehasbeenno fundamentabreakdow
in control resultingin material discrepancyThey have
providedanopinionthat reasonablassuranceanbe place:
on the adequacyand effectivenessof the HITRANS
frameworlof governanceiskmanagememtndcontrol

A considered procedures and controls around related parties,

journal entries and other key entity level controls

A performed walkthrough procedures on key controls around

identified risk areas for example operating expenses

No materiaweaknessean the accountingandinternalcontrol
systemswereidentifiedduring the audit which could havean
adverseimpact on HI T R A NaBilidysto record, process,
summariseandreportfinancialandotherrelevantataso asto
resultin amateriamisstatemenn thefinanciaktatements

Underl S Anv@ arerequiredwe arerequirecdo reportto those
chargedvith governancéhe mainissuesrisingfrom our audit
of the AnnualAccountsandReport Thisreportdischargesur
obligationsindertherelevant S A G s
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Our identified audit risks

Our auditplanidentifieda numberof significantand otherauditrisksandour plannedapproachWe havesetout belowa
summaryf thework undertakewvertheseisksandour conclusions

Audit plan identified risk and work completed

Managementoverride of controls

UnderISA (UK&I) 240thereis presumediskthattheriskof ~Keyaccounting estimates We did not identifyanysignifican

managemenbvekride of controlsis presentin all entities areaf biasin keyjudgemengroundpensionaccountingy
(fraudrisk) officersandjudgementa/ereconsistentvith prior years

The key accountingestimateconsideredvasaroundpensior
accountingWeobtainedandreviewedhe PWCreviewaround
Completedvalkthrougtof the controlsandprocedures place the methodsandassumptionasedby HymansRobertsonand
aroundournalentries notedno issuesghatimpactour audit Thevalueof the liability
increasedrom £0.68 million to £1.2 million, primarilydriven
by the reductionin the discountratefrom 3.5% to 2.6% in the
year

Work undertaken

Reviewedthe key accounting estimates,judgementsand
decisionsnadeby officers

T rnalentrieswith af nun tin rces L
S JalliE Ehl S N Bl e e S el CE< Journals We madeinquiriesof thosemembersf staff who

ggqf?viaor:a SOSUITIECERINED UEnE ST IEZs @Rl enslE) can post and authorisejournalsrelatedto inappropriateor
unusuahctivitywith no concernsoted We alsotargetedarge
Reviewedinusuaand/or significantransactions and/or unusuajournalsandnotedno issuegrom our testing

The revenuecycleincludes fraudulent transactions We rebuttedthe risk of fraud relatedto the grant funding

derISA 240(UK&N therei disk th streamfrom the ScottishGovernmengiventhe natureof the
S . (UK&]) t Ereis a presumedis HEL e funding received We completedthe following procedure
maybe misstatediueto the improperrecognitionof revenue T T

HIl T R A Nh&oinsis composedf £0.25 million of service

income,£0.94 million grantfunding and £0.20 million from - For ScottishGovernmentgrantfundingwe agreedchis to
revenugeneration the allocationletter and income receiptedto bank, and

assessembmpliancevith thetermsof the grant
Work undertaken

For Partnershiundingwe agreedo the contributionsand

Completedvalkthrougtof the controlsandprocedures place _ cashreceipted

aroundsalesnvoicingandsalesedger
. . . . - We completed detailed substantivetesting on income
Agreedrevenudo supportingdocumentatiomndcashreceipts balancesiot receivedin the form of grantsfor example

in the year/ post periodendto gaincomfort over validity of contributions towards various schemesincluding Skye
thesdransactions Airport andSPARA2020projects

Consideredhe recoverabilityof any outstandingbalancesat No issuesotedfrom our reviewof the treatmentof revenue
yearend intheyear
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Audit plan identified risk and work completed

Completeness of operating expenditure We haveconcludedhroughthe performancef our yearend
Operatingexpensesre understatedr not recordedin the Procedureshatthe expenditurendreceiptswereincurredor
right period This risk also relatesto PracticeNote 10 @PPliedin accordancewith the applicableenactmentsand

(revised)in respectof public sectorentitieswhich outlines guidanceissued bly the Scottish Mir;]istehrs/ the d_Loch
that auditorsshouldalsoconsidetthe risk that misstatemer SOVernmeni(Scotlandict 1973and that the expenditures

may occur by the manipulationof expenditurerecognitior valid

(Fraudrisk) Throughour pre andpostyearendcut off testingon a sample
basiswe did not identify any expenditurehat wasincorrectly

Work undertaken .

Completedwalkthroughof the controlsand proceduresn Staffcostsandother operatingcostsweresubstantivelgestec
place around purchaseordering, procurementand genera with no issuesoted

paymenandrecordingdf expenditure

Reconciledreditordedgetto the generaledgerandfinancia
statements

Performedcutoff testingon preyearendandpostyearend
transactiongo gain comfort aroundthe completenesand
accuracyf recognisedxpenditure
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The narrative elements of your annual
report and accounts

In accordancwith our responsibilities/e havereviewed/our narrativeaspect®f the AnnualAccountsand Report
We haveconsideredhe consistencyf this narrativewith our understandingndthe financialstatementsand also
compliancevith LocalGovernmenSORPandremuneratioguidanceandandhavesetout our observationbelow

Management Corporate Remuneration
commentary Governance report

Statement

A The report outlines A All key required elements A The remuneratiorreport has

performance analysis and includedwithin the corporate beencompletedin line with
highlights the key issues  governancetatement the Local Authority Accounts
facingHITRANS A Follow up commentarywas (Scotland) Regulations2014

A Al required disclosures  provided on previous and the CIPFA Local
includedin line with Codeof significant matters noted GovernmentCode
Practiceon Local Authority relatedto the implementation A We haveauditedthe financial
Accounting of managemerctionplans information includedin the

A Financial performance remuneratiorreport (marked
analysisincluded is in line auditednformation) We have
with our understandingand no matterswe wish to bring
work performed to yourattention

)
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Judgements and estimates

In addition to our identified significant and other audit risks we consider other aspects of your financial
statements in particular key areas of judgement. We have summarised below our observations in these ar

= Accounting Policies

A Accounting policies are in accordance with the Local Government Code of Audit
Practice and we consider these to be appropriate to HITRANS.

sl  ACcounting estimates and judgements

AActuarial assumptions for defined benefit scheme are set out below:
A Pension increase rate of 2.4% (2015/16 2.2%)
A Salary increase rate of 4.4% (2015/16 4.2%)
A Discount rate of 2.6% (2015/16 3.5%)

AWe have obtained and reviewed the PWC review of Local Government Actuarial
assumptions and noted that all assumptions fall within a reasonable range.

_

AHITRANS has an agreed budget of £0.823 million for 2017/18 and continues to
discuss potential additional grant funding with Scottish Government.

AGiven the nature of HITRANS as a public body receiving funding from the
Partners and Scottish Government grant income, we do not have reason to
consider HITRANS not continuing to operate over the next 12 months from the
account signing date.

Timing of transactions and period in which they are

recorded (Cut off assertion)

AThrough our substantive audit testing we did not identify any concerns over
timing of transaction or the period in which they were recorded.

Impact on the financial statements of any
uncertainties

ANo uncertainties have been identified which have an impact on the financial
statements.
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The Active Travel
partnership with
SUSTRANS was

agreed in 2016/17 and
secures £0.1 million g
annual funding

The underspend against
budget in year was primarily 48
driven by the North Bridge /4.
link which will not now be

delivered by HITRANS{

HITRANS obtain funding
from partner authorities, /s
Scottish Government granis

HI TRANSOS
allocation for 2017/18 is
£0.823 million (£1.423
million in 2016/17)

We consider HITRANS
arrangements around
conduct and prevention ayg
detection of irregularity &
be appropriate

ri




