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Our audit plan at a glance

Materiality has been 

updated based on 

unaudited financial 

statements to £14,160 

(1% of gross 

expenditure)

Performance 

materiality is set at 

£9,200 and we have 

reported to 

management 

everything identified 

over £1,000 (trivial)

Significant Audit risks 

were presumed risks under 

ISAõs: management 

override of controls and 

risk of fraud in revenue 

recognition (non-Scottish 

Government). Other 

identified risk at planning: 

completeness of 

expenditure (fraud)

Our audit is undertaken 

in accordance with the 

smaller body exemption 

in the Code of Audit 

Practice.  We have 

focused on financial 

sustainability, going 

concern and wider 

financial management 

arrangements

We canconfirm we areindependentof HITRANS and our objectivityis not compromisedin accordancewith

Internationalstandardson Auditing (UK & Ireland)and APB ethicalstandardsfor Auditors. Our final fee was

unchangedat£9,370. No non-auditserviceshavebeenprovidedto HITRANSin 2016/ 17.
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This report is a summaryof our findingsfrom our

externalaudit work for the financial year ended

March 2017. Our work has been undertakenin

accordance with International Standards on

Auditing (UK & Ireland)and the Code of Audit

Practice(2016).

Our report is addressedto the membersof the

Highlands and Islands Transport Partnership

(òHITRANSó)in their role as thosechargedwith

governance,and the Controller of Audit. This

report will be publishedon the Audit Scotland

websiteat: www.audit-scotland.gov.uk

This report has been discussedand agreedwith

officers, and presented to the HITRANS

PartnershipCommitteeon 15 September2017. We

would like to thankofficersandstaff for their co-

operationandassistanceduringtheaudit.

Our externalauditwork included:

ÅAn Audit of the 2016/ 17 Annual report and

accounts

ÅA review of the ManagementCommentaryand

AnnualGovernanceStatement

ÅCompletion of the ôRoleof Boardõsreturn

submittedto Audit Scotlandto inform a future

performancepublication

In accordancewith the requirementsthe HITRANS

accountsweresubmittedto uson 27June2017, before

the deadlineof the end of June. The unaudited

annualreport and accountswerecompleteand to a

goodstandard. The audit processworkedwell, with

no audit adjustments and limited disclosure

amendments.

Financialperformancewas broadly in line with the

budgetset at the start of the yearof £1.45 million

with the exceptionof the North Bridgelinks project

whichwastransferredout of HITRANS to Highlands

andIslandõsEnterprise.

A budget of £0.823million is in placefor 2017/ 18

reflectingthe end of the CommunityLinks Project

whichwascompletedin 2016/ 17.

HITRANS support the delivery of a number of

transport relatedprojectscoveringthe geographical

Councilareasof Highlands,Orkney,ComhairleNan

Eilean Siar, Moray and Argyll & Bute (excluding

HelensburghandLomond). Projectsduring2016/ 17

includedActive Travel mapsand the Moray Active

TravelHub FeasibilityStudy.

Decisionsregardingthe HITRANs budgetare taken

by the PartnershipBoard, which is made up of

representationfrom the five Councils,andthreenon-

councillormembersappointedby thePartnershipwith

theagreementof ScottishMinisters.

HITRANS is supportedin its administrationby the

HighlandCouncil Financeteam,usingmanyof the

Councilõsfinancialsystems. As HighlandCouncilõs

externalauditorswehaveusedthe informationgained

through the Council audit to inform our

understandingof HITRANS and subsequenttesting

strategy.

Key Messages

3

We anticipate issuing an unqualified 

opinion on:

Å True and fair view of  the 

financial statements

Å Other prescribed matters
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The Financial Statements Audit

4

The audited parts of the 

Remuneration Report are 

free from error

We are satisfied with the 

regularity of transactions and 

identified no areas of non-

compliance with laws 

and regulations through our 

work

The Management Commentary 

is in line with our knowledge of 

HITRANS

The financial statements were 

prepared on a timely basis 

and working papers were of a 

good standard

Testing provided assurance 

on all identified areas of 

significant and other audit 

risks identified in our plan

We intend to issue a true and 

fair audit opinion on the 

financial statements

Financial 
Statements
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Summary

We havenot hadto alteror changeour auditapproachwhich

was set out in our audit plan, presentedto the HITRANS

PartnershipCommitteeon 3 February. Assetout in ourplanwe

haveupdatedour materialitycalculationsto be basedon the

unaudited2016/ 17 financialstatements. Final materialitywas

£14,160(1% of grossexpenditure).

Our auditissubstantiallycomplete,subjectto thefinalisationof:

Å completionproceduresincludingreceiptof final financial

statementsandmanagementrepresentationletter

A summaryof correctedand uncorrectedadjustmentsareset

out in Appendix1. In line with triviality we havereportedall

identifiedaudit adjustmentsabove£1,000 to Officers (trivial);

alongwith identifieddisclosureenhancements.

Overall,thedraft financialstatementswereceivedon the27th of

Junewereof agoodqualityandwasacompleteannualaccounts

andreport.

Internal Audit

As setout in our planwehavenot placedformalrelianceon

the work of the in-houseInternal Audit function during

2016/ 17, which is provided by Highland Council. The

Internal Audit function confirmed compliancewith the

Public Sector Internal Audit Standardsas part of their

Annual Report. An externalassessmentof the Internal

Audit function was completedin the year through the

ScottishLocal Authorities Chief Internal Auditor Group

(SLACAIG) which was reported to Audit and Scrutiny

Committeeat the 2 March 2017 meeting. This report

highlightedthatoverallthe functiongenerallyconformswith

standards,with 7 areasof full conformancenoted and 6

areasof generalconformance. Therewereno areasof partial

or non-conformancenoted.

We havereviewedthe internalaudit plan for the Council,

andthe internalreportsconsideredrelevantto our external

audit, in particular the reviewsof internal controls and

debtors.

Basedon the work throughoutthe year,InternalAudit have

concludedthat the keyCouncilsystemsoperatein a sound

mannerandthat therehasbeenno fundamentalbreakdown

in control resulting in material discrepancy. They have

providedanopinionthat reasonableassurancecanbeplaced

on the adequacyand effectivenessof the HITRANS

frameworkof governance,riskmanagementandcontrol.
Internal Control Environment

In dischargingour respectiveISA responsibilitieswe have

sought to understandHITRANSõscontrol environment. In

particularwe haveperformedthe following work at Highland

Councilwhoprovideaccountingservices:

Å considered procedures and controls around related parties, 

journal entries and other key entity level controls

Å performed walkthrough procedures on key controls around 

identified risk areas for example operating expenses

No materialweaknessesin the accountingandinternalcontrol

systemswereidentifiedduring the audit which could havean

adverseimpact on HITRANSõsability to record, process,

summariseandreport financialandotherrelevantdatasoasto

resultin amaterialmisstatementin thefinancialstatements.

UnderISAõswearerequiredwearerequiredto reportto those

chargedwith governancethemainissuesarisingfrom our audit

of theAnnualAccountsandReport. This reportdischargesour

obligationsundertherelevantISAõs.
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Our identified audit risks
Our auditplanidentifieda numberof significantandotherauditrisksandour plannedapproach. Wehavesetout belowa

summaryof theworkundertakenovertheserisksandourconclusions.

Audit plan identified risk and work completed Our conclusion

Managementoverrideof controls

UnderISA (UK&I) 240thereis presumedriskthattheriskof

managementover-ride of controls is presentin all entities

(fraudrisk).

Work undertaken

Completedwalkthroughof thecontrolsandproceduresin place

aroundjournalentries

Reviewed the key accounting estimates,judgementsand

decisionsmadebyofficers.

Testedjournalentrieswith a focuson unusualpostingsources,

times or amountsidentified using our IDEA data analysis

software

Reviewedunusualand/or significanttransactions.

Keyaccountingestimates: Wedidnot identifyanysignificant

areasof biasin keyjudgementaroundpensionaccountingby

officersandjudgementswereconsistentwith prior years.

The key accountingestimateconsideredwasaroundpension

accounting. WeobtainedandreviewedthePWCreviewaround

themethodsandassumptionsusedbyHymansRobertson,and

notedno issuesthat impactour audit. Thevalueof theliability

increasedfrom £0.68 million to £1.2 million, primarilydriven

by thereductionin thediscountratefrom 3.5% to 2.6% in the

year.

Journals: We madeinquiriesof thosemembersof staff who

can post and authorisejournalsrelatedto inappropriateor

unusualactivitywith no concernsnoted. Wealsotargetedlarge

and/or unusualjournalsandnotedno issuesfrom our testing.

The revenuecycle includes fraudulent transactions

UnderISA 240(UK&I) thereis a presumedrisk that revenue

maybe misstateddueto the improperrecognitionof revenue.

HITRANSõsincomeis composedof £0.25 million of service

income,£0.94 million grant funding and £0.20 million from

revenuegeneration.

Work undertaken

Completedwalkthroughof thecontrolsandproceduresin place

aroundsalesinvoicingandsalesledger

Agreedrevenueto supportingdocumentationandcashreceipts

in the year/ post periodendto gaincomfort overvalidityof

thesetransactions

Consideredthe recoverabilityof any outstandingbalancesat

yearend

We rebuttedthe risk of fraud relatedto the grant funding

streamfrom the ScottishGovernmentgiventhe natureof the

funding received. We completedthe following procedures

aroundrevenue:

- For ScottishGovernmentgrantfundingwe agreedthis to

the allocationletter and income receiptedto bank, and

assessedcompliancewith thetermsof thegrant.

- For Partnershipfundingweagreedto thecontributionsand

cashreceipted

- We completed detailed substantivetesting on income

balancesnot receivedin the form of grantsfor example

contributions towards various schemesincluding Skye

Airport andSPARA2020projects.

No issuesnotedfrom our reviewof the treatmentof revenue

in theyear.



Highlands and Islands Transport Partnership | September 2017

© 2017 Grant Thornton UK LLP. All rights reserved. 7

Audit plan identified risk and work completed Our conclusion

Completeness of  operating expenditure 

Operatingexpensesare understatedor not recordedin the

right period. This risk also relatesto PracticeNote 10

(revised)in respectof public sectorentitieswhich outlines

that auditorsshouldalsoconsiderthe risk that misstatement

may occur by the manipulationof expenditurerecognition

(Fraudrisk).

Work undertaken:

Completedwalkthroughof the controlsand proceduresin

placearound purchaseordering,procurementand general

paymentandrecordingof expenditure.

Reconciledcreditorsledgerto thegeneralledgerandfinancial

statements.

Performedcut-off testingon pre-yearendandpostyearend

transactionsto gain comfort aroundthe completenessand

accuracyof recognisedexpenditure.

Wehaveconcludedthroughthe performanceof our yearend

proceduresthat the expenditureandreceiptswereincurredor

applied in accordancewith the applicableenactmentsand

guidance issued by the Scottish Ministers / the Local

Government(Scotland)Act 1973and that the expenditureis

valid.

Throughour preandpostyearendcut off testingon asample

basiswe did not identifyanyexpenditurethat wasincorrectly

accountedfor.

Staffcostsandotheroperatingcostsweresubstantivelytested

with no issuesnoted.
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In accordancewith our responsibilitieswehavereviewedyournarrativeaspectsof the AnnualAccountsandReport.

We haveconsideredthe consistencyof this narrativewith our understandingandthe financialstatements,andalso

compliancewith LocalGovernmentSORPandremunerationguidance,andandhavesetout ourobservationsbelow:

The narrative elements of  your annual 
report and accounts

Management 

commentary

Corporate

Governance 

Statement

Remuneration

report 

ÅThe report outlines

performance analysis and

highlights the key issues

facingHITRANS

ÅAll required disclosures

includedin line with Codeof

Practiceon Local Authority

Accounting

ÅFinancial performance

analysisincluded is in line

with our understandingand

workperformed.

ÅAll key required elements

includedwithin the corporate

governancestatement.

ÅFollow up commentarywas

provided on previous

significant matters noted

relatedto the implementation

of managementactionplans.

ÅThe remunerationreport has

been completedin line with

the LocalAuthority Accounts

(Scotland)Regulations2014

and the CIPFA Local

GovernmentCode

ÅWe haveauditedthe financial

information included in the

remunerationreport (marked

auditedinformation). Wehave

no matterswe wish to bring

to yourattention.



Highlands and Islands Transport Partnership | September 2017

© 2017 Grant Thornton UK LLP. All rights reserved. 9

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 areas:

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

Accounting Policies

ÅActuarial assumptions for defined benefit scheme are set out below:

Å Pension increase rate of 2.4% (2015/16 2.2%)

Å Salary increase rate of 4.4%    (2015/16 4.2%)

Å Discount rate of 2.6%               (2015/16 3.5%)

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

Accounting estimates and judgements

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

ÅGiven 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.

Going Concern

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

Timing of transactions and period in which they are 
recorded (Cut off assertion) 

ÅNo uncertainties have been identified which have an impact on the financial 
statements.

Impact on the financial statements of any 
uncertainties

Judgements and estimates



Wider 
commentary

Overview of HITRANõs 

arrangements 

ri

ri

ri

The Active Travel 

partnership with 

SUSTRANS was 

agreed in 2016/17 and 

secures £0.1 million of 

annual funding

HITRANS obtain funding 

from partner authorities, 

Scottish Government grants 

and SUSTRANS grants 

The underspend against 

budget in year was primarily 

driven by the North Bridge 

link which will not now be 

delivered by HITRANS

HITRANSõs budget 

allocation for 2017/18 is 

£0.823 million (£1.423 

million in 2016/17)

HTRANS produce  a 

management commentary 

which clearly sets out 

performance in the year

We consider HITRANS 

arrangements around 

conduct and prevention and 

detection of irregularity to 

be appropriate 


