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We have: 

• evaluated the design effectiveness of management controls over journals;

• obtained a full listing of journal entries which was then analysed to identify and test high risk unusual journals;

• tested unusual journals recorded during the year and post year end for appropriateness and corroboration;

• considered the reasonableness of significant accounting estimates and critical judgements made by management; and

• evaluated the rationale for any changes in accounting policies or significant transactions.

We are still completing our testing subject to outstanding items as detailed on Page 3. In the work completed to date we

identified one journal where the internal process for journals of value over £1m was not observed and as a result we have 

made a control recommendation which is detailed on page 18. We have otherwise not identified any issues in the audit 

processes carried out to date.
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The Pension Fund has investments in 

equities, pooled property investment and 

private equity that in total are valued on 

the balance sheet as at 31 March 2021 

at £734.5m. 

These  investments are not traded on an 

open exchange/market and the valuation 

of the investment is highly subjective 

due to a lack of observable inputs. In 

order to determine the value, 

management place reliance on the 

valuation provided by their fund 

managers. The value of the investment 

has increased by £116.2m in 2020/21, 

due to both changes in market value but 

also due to movements in 

sales/purchases in the year.

We have: 

• Assessed the independence, objectivity and expertise of management’s experts which 

management use to estimate the value of the Level 3 investments. Management’s 

experts are the investment managers;

• assessed the valuation method, key assumptions and the appropriateness of the 

underlying information used to determine the estimate. We have confirmed that the 

valuation method and significant assumptions are in line with those generally accepted 

in the field;

• We have obtained service auditor reports on design effectiveness of internal controls 

at each of the investment managers to confirm that these are effectively designed and 

operating effectively;

• agreed level 3 investments to year-end confirmations from investment managers of the 

valuations at the year end together with a statement of transactions for the period; and

• Tested a sample of investments obtaining and reviewing the audited accounts 

(confirming the expertise of the auditor) at latest date for individual investments and 

agreeing these to the investment manager reports at that date. Where there was a gap 

between the accounting period end for the audited accounts and the Pension Fund 

year end/investment valuation date, we reconciled the difference in value to known 

movements in the intervening period to confirm the difference was reasonable. 

As noted above, there are some service auditor reports which are outstanding from the 

investment Fund Managers, so this work is ongoing. 
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The Pension Fund have investments in 

unquoted bonds and pooled investments 

that in total are valued on the balance sheet 

as at 31 March 2021 at £3,439m. 

The  investments are not traded on an open 

exchange/market and the valuation of the 

investment is subjective. In order to 

determine the value, management place 

reliance on the valuation provided by both 

their investment managers and custodian. 

The value of the investment has increased 

by £1,137m in 20120/21 due to both 

changes in market value but also due to 

movements in sales/purchases in the year 

(also note page 10 below, there was a 

£366.5 reclassification from Level 1 to Level 

2 which has also led to this increase).

We have: 

• Assessed the independence, objectivity and expertise of management’s 

experts which management use to estimate the value of the Level 2 

investments. Management’s experts are both the investment managers and 

the custodian (who value the investments independently of the investment 

managers);

• assessed the valuation method, key assumptions and the appropriateness of 

the underlying information used to determine the estimate. We have confirmed 

that the valuation method and significant assumptions are in line with those 

generally accepted in the field;

• We have obtained service auditor reports on design effectiveness of internal 

controls at each of the investment managers to confirm that these are 

effectively designed and operating effectively; and

• agreed level 2 investments to year-end confirmations from investment 

managers and the custodian of the valuations at the year end together with a 

statement of transactions for the period.









Appendix A



Commercial in confidence

Appendix A



Commercial in confidence

A letter of representation has been requested from the Pension Fund.
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We requested from management permission to send confirmation requests to your fund managers, custodians 

and other institutions with which you held bank or investment balances at the year end. This permission was 

granted and the requests were sent. All of these requests were returned with positive confirmation.

Overall progress on the audit has been subject to significant delay due to the finance team not providing the 

requested working papers at the start of the audit, and key populations which we required to carry out our testing 

were not provided with the draft accounts at the start of fieldwork. This led to a significant amount of time being 

spend by the audit team simply requesting and chasing items which had already been requested in our working 

paper listing which was communicated in March 2021. This effectively delayed a lot of the substantive testing work 

we carry out until August. A key population for our testing of member data for instance was only provided to the 

team in the week commencing 23 August 2021 where we started fieldwork on the 1 July 2021. A delay in 

completion of our work on the Pension Fund audit would delay our provision of assurance letters to other scheme 

employer auditors including for the County Council, and therefore could delay the signing of the opinion on those 

audits. 
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Transparency report 2020 
(grantthornton.co.uk)

Appendix A

https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annual-reports/transparency-report-2020.pdf
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For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Council. The following services were identified which were charged from 

the beginning of the financial year to the current date, as well as the threats to our independence and safeguards that have been applied to mitigate these threats.

These services are consistent with the Pension Fund’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Council’s S151 Officer. None of the 

services provided are subject to contingent fees. 

Provision of IAS 19 

Assurances to Scheme 

Employer auditors

£5,000 Self-Interest (because 

this is a recurring fee)

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee  

for this work is £5,000 in comparison to the total fee for the audit of £35,487 and in particular relative to Grant 

Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These 

factors all mitigate the perceived self-interest threat to an acceptable level.
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✓ Material Uncertainty around Investment Valuations

In our 2019/20 testing of the valuation of investments we carried 

out extensive discussion and challenge of investment managers to 

establish if there was any significant uncertainty over the valuations 

at year end and whether any funds had been suspended for trading 

due to the overall market uncertainties. This led to the disclosure 

by the investment manager that some funds underlying the pooled 

investment had been suspended at 31 March 2020, and that there 

was a material valuation uncertainty over the full pooled investment 

at that date. This was not known to the Pension Fund finance team.

We would expect that particularly around Level 3 investments, 

management should undertake their own independent challenge 

process of investment valuations by making set inquiries at the 

year end relating to market uncertainties. The need for this check is 

particularly acute in the Covid-19 climate, but would also be a 

reasonable control in less uncertain years. We recommended that 

to gain their own assurance that the investments are materially 

correctly stated, management undertake their own independent 

challenge process of investment valuations by making set inquiries 

at the year end relating to market uncertainties. 

✓ Investment valuation movements not posted to the accounting 

system during the year

During our analytical review testing of investment movements 

during the year, it became apparent that although the Pension 

Fund receives investment manager reports quarterly, these are not 

posted to the general ledger until the year end. 

Our view is that to aid and evidence management oversight/control 

of investments, these quarterly reports of investment valuation 

movements/purchases/sales should be posted to the general 

ledger. We recommended that the quarterly investment manager 

report movements in investments are posted to the general ledger.

✓
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Provision of IAS 19 Assurances to Scheme Employer auditors
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Impact of new auditing standards 

.
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