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Summary of  our audit plan: 

Materiality has been 

updated based on the 

unaudited 2016/17 

financial statements to 

£399,000 (1% of gross 

2016/17 expenditure).   

Performance 

materiality is 

£259,000 and we 

have reported to 

management 

everything identified 

over £3,990 (1% of 

materiality, which is 

how we calculated 

trivial) . 

Audit risks were: 

management override of 

controls; risk of fraud in 

revenue recognition; and 

completeness of 

operating expenditure 

(Public Sector Practice 

Note 10) 

We have applied the 

smaller body 

exemption as set out 

in the Code of Audit 

Practice and have 

therefore focused on 

going concern, and 

financial 

sustainability.  

We can confirm we are independent of the Care Inspectorate and our objectivity is not compromised in accordance 

with International standards on Auditing (UK & Ireland) and APB ethical standards for Auditors. No non-audit 

services have been provided to Care Inspectorate in 2016/17.  Our audit fee as set out in the audit plan remains 

unchanged at £31,380.   
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This report is a summary of our findings from our external 

audit work for the financial year ended March 2017. Our 

work has been undertaken in accordance with International 

Standards on Auditing (UK & Ireland) and the Code of 

Audit Practice (2016). 

Our report is addressed to the Accountable Officer (in their 

role as Chief Executive and therefore charged with 

governance) and the Auditor General for Scotland.  This 

report will be published on the Audit Scotland website at: 

www.audit-scotland.gov.uk 

This report has been discussed and agreed with 

management, and presented to the Audit Committee on 21 

September 2017 alongside the final audited annual report 

and accounts.   Our report and the final accounts will be 

considered at the Board on 28 September 2017.   

We would like to thank management and staff for their co-

operation and assistance throughout our audit work. 

 

 

 

 

 

 

Our work included: 

Å An audit of the 2016/ 17 financial statements 

Å A review of the Performance Report and Accountability 

Report, including the Governance Statement and 

Remuneration Report  

Å Completion of an EU Funding data return and Role of 

the Boardõs return which were submitted to Audit 

Scotland to inform a future performance study 

Å Completion of the National Fraud Initiative (NFI) return 

and review of data matching progress 

Overall an efficient audit process was achieved, with a very 

good draft annual report and accounts received in line with 

our agreed timetable.  The accounts were supported by 

good working papers for audit purposes and our queries 

were answered quickly.  The shared finance function 

between Care Inspectorate and Scottish Social Services 

Council (SSSC) who we are also the appointed external 

auditors for, meant that the two sets of accounts were 

consistent and good practices  shared across the two 

organisations.   

We set out in our audit plan that Care Inspectorate fell 

under the smaller body classification in the Code of Audit 

Practice and therefore the wider scope audit requirements 

do not apply.   This has not changed.   

However, as set out in the Code of Audit Practice we have 

commented on Care Inspectorateõs going concern 

arrangements and future financial sustainability; as well as 

certain aspects of Care Inspectorateõs organisational 

arrangements.     

A significant proportion of the Care Inspectorate costs are 

staff costs (circa 75%) and although staff restructuring has 

taken place, future options for this are potentially more 

limited.  The approved budget for 2017/ 18 was a balanced 

budget.  However, based on the indicative financial planning 

from 2018/ 19 onwards it is more difficult to achieve a 

balanced position and there are a number of variables 

(income and expenditure) which could have a significant 

impact on the Care Inspectorates medium term financial 

planning.   

  

 

For and on behalf of  Grant Thornton UK LLP  

21 August 2017. 
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We intend to issue an 

unqualified opinion on: 

Å True and fair view of  the 

financial statements 

Å Regularity  

Å Other prescribed matters. 

http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
http://www.audit-scotland.gov.uk/
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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 did 

not identify any areas of non- 

compliance with applicable laws 

and regulations through our 

work 

The Performance Report and 

Accountability Report is in line 

with our knowledge of the Care 

Inspectorate  

The draft annual report and 

accounts were of a good 

quality and easily supported 

by audit evidence with all our 

queries answered promptly 

Testing provided 

appropriate assurance over 

the significant and  

other audit risks identified 

in our plan 

We intend to issue a true and 

fair audit opinion on the 

financial statements, and 

regulatory opinion 

 Financial 
Statements 
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Our audit plan was presented to the Audit Committee on 10 

March 2017.  We have not altered our planned audit approach as 

set out in the plan.  However, we have updated our final 

materiality figures based on the unaudited 2016/ 17 annual report 

accounts.  Our planned materiality was £385,880 which we 

subsequently updated to £399,000 taking 1% of unaudited gross 

expenditure.  Our audit will be complete once we do: 

Å completion procedures including receipt of a letter of 

representation from the Accountable Officer. 

Our audit work commenced on-site on 3 July 2017 following a 

planning visit we completed in December 2016. We received the 

draft annual report and accounts within the agreed audit timetable.  

We believe we have built up good working relationships with 

Management and the finance team and this has ensured a good 

audit process.  The annual reports and accounts are prepared by 

Management during May/Early June and our audit work takes 

place in July.  However, the annual report and accounts are not 

signed until end of September.  Therefore, there is scope to move 

this timetable to allow the audited accounts to be submitted to the 

Scottish Government earlier.  See Action Point 1.     

Appendix 1 shows there are no uncorrected adjustments affecting 

the primary statements.  

We have made a number of recommended disclosure changes, 

which management have made to ensure compliance with the 

FReM and relevant accounting standards. These are outlined in 

Appendix 1.  

We have not found any potential audit adjustments above £3,990 

(trivial) which we need to bring to your attention.  

Internal Audit 

As set out in our plan we have not placed formal reliance on 

the work of Internal Audit during 2016/ 17.   Internal Audit 

is provided to Care Inspectorate by an outsourced provider, 

Scott Moncrieff.  The overall input by internal audit is  

focused on key areas of control and is risk based.  The plan 

is reflective of the risks facing Care Inspectorate and subject 

to detailed discussion at the Audit Committee before 

approval.   

Internal Auditõs annual opinion for 2016/ 17 was òIn our 

opinion Care Inspectorate has a framework of controls in place that 

provides reasonable assurance regarding the organisations governance 

framework, effective and efficient achievement of objectives and the 

management of key risks, and proper arrangements to promote value for 

money and deliver best valueó 

The findings of internal audit do not disagree with our 

knowledge and understanding of Care Inspectorate as an 

organisation and its risk profile.    Internal Audit provide 

assurances to management and the Audit Committee that 

their services are Public Sector Internal Audit Standards 

(PSIAS).  From attending the Audit Committee we have 

evidenced that the Committee take the findings of internal 

audit seriously and there is a good dialogue between internal 

audit, management and the Committee.   

 

Internal Control Environment 

During the year we have sought to understand Care Inspectorateõs 

overall control environment as related to the Annual Report and 

Accounts. In particular we have: 

Å Considered procedures and controls around related parties, 

journal entries and other key entity level controls 

Å Performed walkthrough procedures on key controls and the 

identified risk areas in particular revenue, and expenditure.  

Understood the Care Inspectorate Controls in place in relation 

to SEAS the Scottish Government financial systems operated 

on their behalf.   

No material weaknesses in the accounting and internal control 

systems were identified during the audit which could have an 

adverse impact on Care Inspectorateõs ability to record, process, 

summarise and report financial and other relevant data so as to 

result in a material misstatement in the financial statements. 

In accordance with ISA 260, we are required to report to those 

charged with governance the main issues arising from our audit of 

the Annual Report and Accounts. This report discharges our 

obligations under ISA 260. 
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Significant 

findings 

Audit plan identified risk and work 

completed 

Our conclusion 

Management override of  controls 

Under ISA (UK&I)  240 there is presumed risk that the 

risk of management over-ride of controls is present in 

all entities (fraud risk).   

 

Work undertaken: 

Completed a walkthrough of the controls and procedures 

in place around journal entries.  

 

Reviewed the key accounting estimates, judgements and 

decisions made by management. 

 

Tested journal entries with a focus on large and/or 

unusual values; posting sources; unexpected and unusual 

timing of journals, as identified using our IDEA data 

analysis software. 

 

Reviewed unusual and/or significant transactions. 

 

 

Key accounting estimates/judgements: 

Given the nature of Care Inspectorateõs activities, the key accounting estimate is 

the bad debt provision. We have reviewed debt outstanding at the year end for 

recoverability. We are satisfied that the bad debt provision is appropriate, and 

debt is recoverable. 

 

Journal Entry Testing: 

We made inquiries of those members of staff who can post and authorise 

journals related to inappropriate or unusual activity with no concerns noted. We 

confirmed completeness of journals during the year, and targeted large and/or 

unusual journals. We noted no issues from our testing. 

Care Inspectorate use the Scottish Government accounting system (SEAS).  . 

We have obtained assurance over these arrangements through the letter 

provided by Audit Scotland over the SEAS system, in their role as external 

auditor for the Scottish Government. 

 

Through our substantive audit testing, we did not identify any significant or 

unusual transactions that are out with the normal course of business for Care 

Inspectorate. 

The revenue cycle includes fraudulent 

transactions 

Under ISA 240 (UK&I)  there is a presumed risk that 

revenue may be misstated due to the improper 

recognition of revenue.  Having considered the factors set 

out in ISA (UK&I)  240 and the nature of the revenue 

streams at Care Inspectorate we determined the risk 

arising from revenue recognition could be rebutted 

relating to funding from the Scottish Government but not 

for the other income streams.   

 

Work undertaken: 

 

We completed a walkthrough of the controls and 

procedures in place around revenue. 

 

We reconciled the revenue per PMS to SEAS to gain 

assurance over the completeness and accuracy of income. 

 

We substantively tested a sample of other income.  

 

We tested cut-off of revenue. 

 

We reviewed the award letters for grant income, and 

substantively tested associated grant expenditure in line 

with the conditions of the grant. 

Our walkthroughs did not identify any significant control deficiencies within the 

revenue processes.  

 

Our testing did not identify any issues over the completeness and accuracy of 

income. 

 

Our testing of cut-off confirmed income transactions were treated in the correct 

period. 

 

Our testing of grant income and expenditure confirmed that spending is in line 

with the conditions of the grant as set out in the award letters. 

Our identified audit risks 
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Significant 

findings 

Audit plan identified risk and work 

completed 

Our conclusion 

Completeness of  operating expenditure 

Operating expenses are understated or not recorded in 

the right period.  This risk also relates to Practice Note 

10 (revised) in respect of public sector entities which 

outlines that auditors should also consider the risk that 

misstatement may occur by the manipulation of 

expenditure recognition (Fraud risk).   

 

Work undertaken:  

Completed a walkthrough of the controls and 

procedures in place around purchase ordering, 

procurement and general payment and recording of 

expenditure. 

 

Gained comfort around the regularity of expenditure and 

the application of public funds in accordance with the 

FReM and the direction from Ministers.  

 

We substantively tested a sample of operating 

expenditure, and gained comfort around the regularity of 

expenditure transactions. 

 

We performed cut-off testing on pre-year and post-year 

expenditure transactions. 

We did not identify any incorrect recording or classification of operating 

expenditure in the annual accounts based on our substantive audit testing. 

 

Our testing on cut off identified transactions sampled were treated in the correct 

period. 

 

Our testing confirmed expenditure recorded in the annual accounts was incurred 

in accordance with the purpose and nature of Care Inspectorate as an 

organisation and in accordance with relevant laws and regulations. 
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In accordance with our responsibilities we have reviewed your narrative aspects of the Annual Report and Accounts. We have 

considered the consistency of this narrative with our understanding of the Care Inspectorate and the financial information set out 

in the accounts and have set out our observations below.    

The narrative elements of  your annual 
report and accounts 

Annual Report 

Å Overall the Annual Report is 
balanced and does reflect in detail the 
arrangements the Care Inspectorate 
has in place, including a very detailed 
performance summary section 
outlining performance against the 
respective strategic objectives.  Going 
forward we recommend Management 
consider the level of detail presented 
as some of this information is easily 
available on the website so could be 
better linked and the Board members 
biographies at the back are not 
needed.  See Action Point 2.   
Å The sustainability report is included 
in full within the annual report and 
accounts.  Similar to the point above, 
this could be referenced with 
highlights included 
Å The report includes a financial 
analysis of Care Inspectorateõs in-year 
performance.  
Å In line with best practice 
performance reports it includes an 
upfront statement by the 
Accountable Officer.  

Accountability 
Report and 
Governance 
Statement 

Å All key required elements within 
the FReM are included within the 
Accountability Report and 
Governance Statement. 

ÅExecutive directors provide  
certificates of assurance to the 
Chief Executive/ Accountable 
Officer. This provides them with 
overall robust assurance to 
support the governance statement 
disclosures. This approach is in 
line with best practice and 
provides a clear paper trail behind 
the annual governance process.  

ÅThe risk and control framework is  
effectively summarised and covers 
the key risk areas. Care 
Inspectorate has a clearly 
articulated risk register used to 
underpin its wider governance 
arrangements.  

ÅEach Care Inspectorate 
Committee as well as the Board 
undertake an annual review of 
effectiveness which is formally 
recorded and supports the 
governance process  

Remuneration 
report 

Å The remuneration report has 
been completed in line with 
guidelines and the FReM 
ÅWe have also audited the 
financial information included in 
the remuneration report (marked 
up as audited information).  We 
have no matters we wish to bring 
to your attention.   
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We consider other aspects of your annual report and accounts, in particular key areas of judgement. We have summarised below 
our observations in these key areas: 

ÅAccounting policies are in accordance with the Financial Reporting Manual (FReM) and we consider these 

to be appropriate to Care Inspectorate and have been applied consistently in practice. 

Accounting Policies 

ÅWe have identified and gained comfort over the following key estimates and judgements: 

ÅThe bad debt provision is appropriate, and we are satisfied that debt is recoverable. 

ÅWe have reviewed the pension assumptions, in line with our pension benchmarks and consider these to 
be appropriate and in line with our expectations 

Accounting estimates and judgements 

ÅCare Inspectorate has an agreed budget for 2017/18 and continues to discuss future funding with the 
Scottish Government, and has in place a longer term financial strategy. Given the nature of the services 
delivered by Care Inspectorate which are set out in various legislation we have no reason to doubt that 
Care Inspectorate wonõt continue to operate beyond 12 months of the date of our opinion. 

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 final annual report and accounts. 

Impact on the financial statements of any 
uncertainties 

Judgements and estimates 



Overview of  
certain Care 
Inspectorate 

Arrangements 

Wider commentary on Care 

Inspectorate arrangements   

ri  

ri  

ri  

X 

X Grant in aid of £0.9 million 

has been carried forward as 

a general fund surplus into 

future years as relates to a 

specific project with grant 

conditions 

CIPFA completed an 

independent review of 

governance in 2016/17 and 

governance arrangements 

have been further 

strengthened 

A longer term financial 

strategy has been developed 

(2017/18 to 2022/23) 

which highlights financial 

challenges from 2018/19 

onwards.     

Staff costs are 79% of 

Care Inspectorateõs total 

budget and an element 

of further restructure is 

needed, alongside estates 

rationalisation to 

breakeven for 2017/18 


