United Diocese of Aberdeen and Orkney

Information Sheet: Audits

WHAT IS A FULL AUDIT?

Due to the size of the Diocese’s financial assets, legally, a full audit is required. Few, if any congregations meet
the legal financial thresholds for a full audit, therefore, an independent examination is all that is required.

A full audit is expensive and involves a firm of registered auditors. Additionally, only certain firms will audit
charities. The cost of a full audit for the Diocese costs has been between £15,000 - £20,000 in the past few
years reflecting the skills and hours of work involved

At Diocesan Synod each year, the Synod is asked to approve the appointment of auditors. Charity audits are
specialist work.

WHAT DOES A FULL AUDIT INVOLVE?

A full audit has five stages; these are detailed below.

1. Planning and Risk Assessment
The audit firm gets to know the Diocese, identify the risks and builds an audit plan. This plan is different
for each organisation.

2. Understanding Controls

The systems and processes of the Diocese are reviewed to see how activity is recorded and what
safeguards exist against error or fraud. Minutes of relevant meetings (Standing Committee, Finance and
Property Board, Mission and Ministry Board), current policies (financial authorisation, budget policies,
regular supplier decisions) and the Diocesan Risk Register are reviewed.

3. Testing

This is a ‘hands on’ stage of the audit. Samples of transactions are selected to check they follow processes,
with appropriate authorisations (e.g. quotes, approval for spend, approval for bank transaction, spend
limits). Account balances (bank, investments) are checked and evidence is gathered. The auditors perform
substantive procedures and tests of controls. The Diocese’s accounting software is thoroughly checked for
the accounting year and detailed questions asked about relevant transactions.

4. Evaluation and Review

The findings are collated, assessed against materiality thresholds and discussed with the Diocese. Issues
that are identified during fieldwork (steps 2 and 3 above) are quantified for impact on the financial
statements.

5. Reporting
When any queries have been resolved, the signed audit report is issued, including the opinion on whether
the financial statements give a true and fair view. A true and fair view is the standard against which UK
financial statements are measured. The auditor's opinion states whether the financial statements give a
"true and fair view" of the Diocese's financial position and performance in accordance with the applicable
accounting framework. This is a higher standard than simply "presenting fairly" and requires the accounts
to reflect the economic substance of transactions, not just their legal form. In the Diocese, the final
accounts and report are approved by Diocesan Standing Committee, and then these are submitted to
OSCR (Office of Scottish Charity Regulators) as required by Charity Law.
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