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AGENDA 
 

GOVERNANCE AND AUDIT COMMITTEE 
 
 

Thursday, 30th June, 2011, at 10.00 am Ask for: Andrew Tait 
Darent Room, Sessions House, County 
Hall, Maidstone 

Telephone: 01622 694342 

   
Tea/Coffee will be available 15 minutes before the start of the meeting  

 
Membership (13) 
 
Conservative (12) Mr R L H Long, TD (Chairman), Mr M V Snelling (Vice-Chairman), 

Mr A R Chell, Mr B R Cope, Mr K A Ferrin, MBE, Mr C Hibberd, 
Mr D A Hirst, Ms A Hohler, Mr R A Marsh, Mr R J Parry, 
Mr R Tolputt  Mr C T Wells 
 

Liberal Democrat (1): Mr T Prater 
 

 
Webcasting Notice 

 
Please note:  this meeting may be filmed for live or subsequent broadcast via the Council’s 
internet site – at the start of the meeting the Chairman will confirm if all or part of the 
meeting is being filmed. 
 
By entering the meeting room you are consenting to being filmed and to the possible use of 
those images and sound recordings for webcasting and/or training purposes.  If you do not 
wish to have your image captured then you should make the Clerk of the meeting aware. 

 
UNRESTRICTED ITEMS 

(During these items the meeting is likely to be open to the public) 
 
 

8. External Audit Governance report ( 1 - 34) 

 

EXEMPT ITEMS 

(At the time of preparing the agenda there were no exempt items.  During any such items 
which may arise the meeting is likely NOT to be open to the public) 

 
Peter Sass 
Head of Democratic Services  
(01622) 694002 
 
Wednesday, 22 June 2011 
 
 



Please note that any background documents referred to in the accompanying papers 
maybe inspected by arrangement with the officer responsible for preparing the relevant 
report. 
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a
ti
o

n
 o

f 
th

e
 P

F
I 

s
c
h

o
o

ls
 h

a
s
 b

e
e

n
 u

n
d

e
rt

a
k
e

n
 b

y
 M

o
u

c
h

e
l 
u

s
in

g
 

a
 s

p
e

c
ia

lis
t 
v
a

lu
a

ti
o

n
 m

o
d

e
l 
fo

r 
P

F
I 

a
s
s
e

ts
. 

A
u

d
it
 t

e
s
ti
n

g
 c

o
n
fi
rm

e
d

 t
h

a
t 

th
e

 r
e

v
a

lu
a

ti
o

n
 o

f 
P

F
I 

a
s
s
e

ts
 i
n

 2
0

1
0
/1

1
, 

w
h

ic
h

 a
ls

o
 i
n

c
lu

d
e
s
 t
h

e
 K

e
n

t 
A

d
u

lt
 S

o
c
ia

l 
S

e
rv

ic
e

s
 P

F
I,

 w
e

re
 i
m

p
a

ir
e

d
 b

y
 £

2
4

 m
ill

io
n

. 

4
. 

R
e

s
tr

u
c

tu
ri

n
g

T
h

e
 C

o
u

n
c
il 

is
 c

u
rr

e
n

tl
y
 u

n
d

e
rt

a
k
in

g
 a

 l
a

rg
e

 r
e

s
tr

u
c
tu

ri
n

g
 e

x
e

rc
is

e
 o

f 
it
s
 

d
ir

e
c
to

ra
te

s
 a

n
d

 c
e

n
tr

a
l 
d

e
p

a
rt

m
e

n
ts

. 
T

h
is

 w
ill

 i
n
v
o

lv
e

 r
e

d
u

n
d

a
n

c
ie

s
 a

n
d
 

re
s
tr

u
c
tu

re
 c

o
s
ts

 t
h

a
t 

w
ill

 n
e

e
d

 t
o

 b
e

 a
c
c
o

u
n

te
d

 f
o

r 
in

 2
0

1
0

/1
1

 f
in

a
n

c
ia

l 
s
ta

te
m

e
n

ts
. 

T
h

e
s
e

 a
re

 l
ik

e
ly

 t
o

 b
e

 m
a

te
ri

a
l 
e

s
ti
m

a
te

s
. 

T
h

e
 C

o
u

n
c
il 

h
a

s
 c

o
rr

e
c
tl
y
 a

c
c
o

u
n

te
d

 f
o

r 
re

s
tr

u
c
tu

ri
n

g
 c

o
s
ts

 i
n

 t
h

e
 f

in
a

n
c
ia

l 
s
ta

te
m

e
n

ts
.

5
. 

F
o

s
te

r 
c

a
re

 s
y
s

te
m

A
s
 p

a
rt

 o
f 

d
o

c
u

m
e

n
ti
n

g
 t

h
e

 m
a

te
ri

a
l 
fi
n

a
n

c
ia

l 
s
y
s
te

m
s
 I

 i
d

e
n

ti
fy

 k
e

y
 c

o
n

tr
o

ls
 t

o
 

g
a

in
 a

s
s
u

ra
n

c
e

 o
v
e

r 
th

e
 s

y
s
te

m
. 

I 
w

a
s
 u

n
a

b
le

 t
o
 i
d

e
n

ti
fy

 k
e

y
 c

o
n

tr
o

ls
 i
n
 t
h

e
 

fo
s
te

r 
c
a

re
 s

y
s
te

m
.

T
h

e
re

 i
s
 a

 w
e

a
k
 c

o
n

tr
o

l 
e

n
v
ir

o
n

m
e

n
t 

in
 t

h
is

 s
y
s
te

m
 w

h
ic

h
 t

h
e

 m
a

n
a

g
e

r 
is

 
a

w
a

re
 o

f.
 T

h
e

 f
o

s
te

r 
c
a

re
 s

y
s
te

m
 c

o
v
e

rs
 t

w
o

 m
a

in
 a

re
a

s
 o

f 
e
x
p

e
n

d
it
u

re
: 

fo
s
te

r 
c
a

re
 (

£
2

9
m

) 
a

n
d

 a
d

o
p

ti
o

n
 (

£
7
m

).
 S

u
b

s
ta

n
ti
v
e

 s
a

m
p

le
 t

e
s
ti
n

g
 h

a
s
 

fo
u

n
d

 t
h

a
t 

th
e

 f
o

s
te

r 
c
a

re
 p

a
y
m

e
n

ts
 a

re
 s

u
p

p
o

rt
e
d

 b
y
 o

ri
g

in
a

l 
d

o
c
u

m
e

n
ta

ti
o

n
 a

n
d

 a
re

 c
o

rr
e

c
tl
y
 s

ta
te

d
. 

 
W

e
 a

re
 c

u
rr

e
n

tl
y
 u

n
d

e
rt

a
k
in

g
 s

a
m

p
le

 t
e

s
ti
n

g
 o

n
 t
h

e
 a

d
o

p
ti
o

n
 p

a
y
m

e
n

ts
 

a
n

d
 w

ill
 r

e
p
o

rt
 o

u
r 

fi
n

d
in

g
s
 t

o
 y

o
u

 o
n

c
e

 t
h

e
 w

o
rk

 i
s
 c

o
m

p
le

te
. 
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K
e

y
 A

u
d
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k

 
F

in
d

in
g

:

6
. 

R
e

la
te

d
 p

a
rt

y
 t

ra
n

s
a

c
ti

o
n

s
 

'C
la

ri
ty

' 
In

te
rn

a
ti
o

n
a

l 
S

ta
n

d
a

rd
s
 o

f 
A

u
d

it
in

g
 h

a
v
e

 i
n

c
re

a
s
e

d
 t
h

e
 a

u
d

it
 w

o
rk

 
re

q
u

ir
e

d
 o

n
 r

e
la

te
d

 p
a

rt
ie

s
 a

n
d

 i
n

 p
a
rt

ic
u

la
r 

th
e

 i
n

v
e

s
ti
g

a
ti
o

n
 o

f 
m

a
n

a
g

e
m

e
n

t 
c
o

n
tr

o
ls

.

A
u

d
it
 t

e
s
ti
n

g
 h

a
s
 c

o
n

fi
rm

e
d

 t
h

a
t 

th
e

 r
e

la
te

d
 p

a
rt

y
 t

ra
n

s
a

c
ti
o

n
s
 n

o
te

 
d

is
c
lo

s
e

s
 a

ll 
re

q
u

ir
e

d
 d

e
c
la

ra
ti
o

n
s
 a

n
d

 p
a

y
m

e
n

ts
 m

a
d

e
 t

o
 t

h
o

s
e

 
b

o
d

ie
s
.

T
h

e
 f

o
ll

o
w

in
g

 a
u

d
it

 r
is

k
s

 r
e

la
te

 t
o

 b
o

th
 t

h
e

 C
o

u
n

c
il

 a
n

d
 P

e
n

s
io

n
 F

u
n

d
 A

c
c

o
u

n
ts

: 

7
. 

A
c

tu
a

ry
’s

 a
s

s
u

m
p

ti
o

n
s

: 
 

B
a

rn
e

tt
 W

a
d

d
in

g
h

a
m

 c
a

rr
ie

d
 o

u
t 

a
 f

u
ll 

tr
ie

n
n

ia
l 
v
a

lu
a

ti
o

n
 a

s
 a

t 
1

 A
p

ri
l 
2

0
1

0
. 

I 
a

m
 

a
w

a
re

 t
h

a
t 

d
if
fe

re
n

t 
a

s
s
u
m

p
ti
o

n
s
 w

ill
 b

e
 u

s
e

d
 f

ro
m

 t
h

e
 p

re
v
io

u
s
 a

c
tu

a
ri

a
l 
v
a

lu
a

ti
o

n
 

w
h

ic
h

 m
a

y
 g

iv
e

 r
is

e
 t

o
 a

 m
a

te
ri

a
l 
c
h

a
n

g
e

 t
o

 t
h

e
 P

e
n

s
io

n
 F

u
n

d
's

 l
ia

b
ili

ti
e
s
. 

T
h

e
 a

c
tu

a
ry

 p
ro

v
id

e
d

 t
h

e
 a

s
s
u

m
p

ti
o

n
s
 f

o
r 

th
e

 r
o

ll 
fo

rw
a

rd
 o

f 
th

e
 

tr
ie

n
n

ia
l 
v
a

lu
a

ti
o

n
. 

A
u

d
it
 t

e
s
ti
n

g
 c

o
m

p
le

te
d

 u
n

d
e

r 
In

te
rn

a
ti
o

n
a
l 

A
c
c
o

u
n

ti
n

g
 S

ta
n

d
a

rd
 1

9
 (

E
m

p
lo

y
m

e
n

t 
B

e
n

e
fi
ts

) 
id

e
n

ti
fi
e

d
 t

h
a
t 

th
e

 
a

c
tu

a
ry

 e
s
ti
m

a
te

d
 t

h
e

 g
ro

w
th

 i
n

 t
h

e
 F

u
n

d
’s

 a
s
s
e
t 

b
a

s
e

 a
s
 6

.9
%

 
w

h
e

re
a

s
 t

h
e

 a
c
tu

a
l 
g

ro
w

th
 i
s
 n

e
a

re
r 

1
1

%
 a

s
 a

t 
3
1

 M
a

rc
h

 2
0

1
1

. 
T

h
is

 
d

if
fe

re
n

c
e

 r
e
s
u

lt
e

d
 i
n

 t
h

e
 C

o
u

n
ty

’s
 s

h
a

re
 o

f 
th

e
 p

e
n

s
io

n
 f

u
n

d
 a

s
s
e

ts
, 

e
s
ti
m

a
te

d
 a

t 
a

p
p

ro
x
im

a
te

ly
 4

6
%

, 
b

e
in

g
 s

ig
n

if
ic

a
n
tl
y
 d

if
fe

re
n

t 
b

e
tw

e
e

n
 

th
e

 I
A

S
 1

9
 a

c
tu

a
ri

a
l 
re

p
o
rt

 (
£

1
,4

5
0

k
) 

a
n

d
 t

h
e

 a
c
tu

a
l 
y
e

a
r 

e
n

d
 a

s
s
e

t 
fi
g

u
re

 (
£

1
,4

7
1

k
).

 T
h

e
 a

c
tu

a
ry

 h
a

s
 n

o
w

 p
ro

d
u

c
e

d
 a

 r
e

v
is

e
d

 I
A

S
 1

9
 

re
p

o
rt

 a
n

d
 t

h
e

 C
o

u
n

c
il 

w
ill

 a
m

e
n

d
 i
ts

 a
c
c
o

u
n

ts
 t
o

 r
e

fl
e

c
t 

th
e

 n
e

w
 

fi
g

u
re

s
. 

I 
re

c
o

m
m

e
n

d
 t

h
a

t 
a

 c
o

n
tr

o
l 
n
e

e
d

s
 t

o
 b

e
 i
m

p
le

m
e

n
te

d
 b

y
 

m
a

n
a

g
e

m
e

n
t 

to
 c

h
e

c
k
 t
h
e

 r
e

a
s
o

n
a

b
le

n
e

s
s
 o

f 
th

e
 a

s
s
u

m
p

ti
o

n
s
 

a
g

a
in

s
t 

th
e

 n
e

t 
a

s
s
e

ts
 s

ta
te

m
e

n
t.

 

8
. 

Ic
e

la
n

d
ic

 b
a

n
k

 d
e

p
o

s
it

s
 

T
h

e
 C

o
u

n
c
il 

m
u

s
t 

w
ri

te
 o

u
t 

th
e

 b
a

la
n

c
e

 o
f 

th
e

 i
m

p
a

ir
m

e
n

t 
a

s
 c

h
a

n
g

e
s
 t
o

 a
c
c
o

u
n

ti
n
g

s
ta

n
d

a
rd

s
 r

e
m

o
v
e

 e
n

tr
ie

s
 i
n

 t
h

e
 a

d
ju

s
tm

e
n

t 
a

c
c
o
u

n
t.

 T
h

is
 i
s
 a

 s
e

n
s
it
iv

e
 i
s
s
u

e
 f

o
r 

th
e

 r
e

a
d

e
rs

 o
f 

th
e

 a
c
c
o

u
n

ts
. 

I 
a

m
 e

x
p

e
c
ti
n

g
 f

u
rt

h
e

r 
g

u
id

a
n

c
e

 i
n

 a
 L

A
A

P
 B

u
lle

ti
n

 
b

e
fo

re
 t

h
e

 f
in

a
n

c
ia

l 
s
ta

te
m

e
n

ts
 a

u
d

it
. 

T
h

e
 C

o
u

n
c
il 

h
a

s
 c

o
rr

e
c
tl
y
 c

h
a

rg
e

d
 t

h
e

 i
m

p
a

ir
m

e
n

t 
o

f 
th

e
 I

c
e

la
n

d
ic

 
b

a
n

k
 d

e
p

o
s
it
s
 t

o
 e

x
p

e
n

d
it
u

re
 i
n

 a
c
c
o
rd

a
n

c
e

 w
it
h

 t
h

e
 l
a

te
s
t 

a
c
c
o

u
n

ti
n

g
 a

d
v
ic

e
 f

ro
m

 C
IP

F
A

. 
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K
e

y
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u
d
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k

 
F

in
d
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g

:

9
. 

P
e

n
s

io
n

 f
u

n
d

 b
a

n
k

 a
c

c
o

u
n

t:
A

s
 o

f 
1

 A
p

ri
l 
2

0
1

1
 t

h
e

 C
o

u
n

ty
 C

o
u

n
c
il 

a
n

d
 P

e
n

s
io

n
 F

u
n

d
 w

ill
 h

a
v
e

 s
e

p
a

ra
te

 b
a

n
k
 

a
c
c
o

u
n

ts
. 

T
h

e
 C

o
u

n
c
il 

tr
a

n
s
fe

rr
e

d
 t
h

e
 c

a
s
h

 h
e

ld
 o

n
 b

e
h

a
lf
 o

f 
th

e
 P

e
n

s
io

n
 F

u
n

d
 o

n
 

1
 J

u
ly

 2
0

1
0

. 
T

h
e

re
 i
s
 a

 r
is

k
 t

h
a

t 
th

e
 C

o
u

n
c
il 

fa
ils

 t
o

 c
o

rr
e

c
tl
y
 s

e
p

a
ra

te
 a

ll 
in

c
o

m
e

 o
r 

e
x
p

e
n

d
it
u

re
.

T
h

e
 C

o
u

n
c
il 

a
n

d
 P

e
n

s
io

n
 F

u
n

d
 h

a
v
e

 c
o

rr
e

c
tl
y
 s

e
p

a
ra

te
d

 t
h

e
 b

a
n

k
 

b
a

la
n

c
e

s
. 

H
o

w
e

v
e

r,
 f

u
rt

h
e

r 
te

s
ti
n

g
 i
s
 b

e
in

g
 c

o
m

p
le

te
d

 o
n

 t
h
e

 p
e

n
s
io

n
 

fu
n

d
 b

a
n

k
 a

c
c
o

u
n

t 
a

s
 a

 s
m

a
ll 

n
u

m
b

e
r 

o
f 

a
d

m
it
te

d
 a

n
d

 s
c
h

e
d
u

le
d

 
b

o
d

ie
s
 a

re
 s

ti
ll 

p
a

y
in

g
 c

o
n

tr
ib

u
ti
o

n
s
 t
o

 K
e

n
t 

C
o

u
n

ty
 C

o
u

n
c
il’

s
 b

a
n

k
 

a
c
c
o

u
n

t.
 I

 w
ill

 r
e

p
o

rt
 f

in
d

in
g

s
 t

o
 y

o
u

 o
n

c
e

 t
h

is
 w

o
rk

 i
s
 c

o
m

p
le

te
. 

K
e

y
 a

u
d

it
 r

is
k

s
 a

n
d

 o
u

r 
fi

n
d

in
g

s
 –

 K
e

n
t 

P
e

n
s

io
n

 F
u

n
d

 

K
e

y
 A

u
d

it
 R

is
k

 
F

in
d

in
g

:

1
. 

In
te

rn
a

ti
o

n
a

l 
F

in
a

n
c

ia
l 

R
e

p
o

rt
in

g
 S

ta
n

d
a

rd
s

 (
IF

R
S

):
T

h
e

 p
e

n
s
io

n
 f

u
n

d
 s

ta
te

m
e

n
ts

 w
ill

 h
a

v
e

 t
o

 r
e

fl
e

c
t,

 f
o

r 
th

e
 f

ir
s
t 

ti
m

e
, 

th
e

 r
e

q
u

ir
e

m
e

n
ts

 
o

f 
th

e
 I

n
te

rn
a

ti
o

n
a

l 
F

in
a
n

c
ia

l 
R

e
p

o
rt

in
g

 S
ta

n
d

a
rd

s
. 

 
T

h
e

re
 i
s
 a

 r
e

q
u

ir
e

m
e

n
t 

to
 d

is
c
lo

s
e

 t
h
e

 ‘
a

c
tu

a
ri

a
l 
p

re
s
e

n
t 

v
a

lu
e

 o
f 

p
ro

m
is

e
d

 r
e

ti
re

m
e

n
t 

b
e

n
e

fi
ts

’ 
in

 t
h

e
 2

0
1

0
/1

1
 a

c
c
o

u
n

ts
. 

In
 a

d
v
a

n
c
e

 o
f 

th
e

 a
c
c
o

u
n

ts
 p

ro
d

u
c
ti
o

n
, 

o
ff

ic
e

rs
 s

e
le

c
te

d
 t

h
e

 o
p
ti
o

n
 o

f 
d

is
c
lo

s
in

g
 

th
is

 v
a

lu
e

 i
n

 a
 n

o
te

 t
o

 t
h

e
 a

c
c
o

u
n

ts
. 

T
h

e
 a

c
c
o

u
n

ts
 s

u
b

m
it
te

d
 f

o
r 

a
u

d
it
 d

id
 n

o
t 
c
o

n
ta

in
 t

h
e

 n
o

te
. 

T
h

e
 I

A
S

 2
6

 r
e

p
o

rt
 f

ro
m

 t
h

e
 a

c
tu

a
ry

 s
ta

te
s
 t

h
a

t 
th

is
 v

a
lu

e
 i
s
 £

4
,5

2
3

 
m

ill
io

n
.

T
h

e
 a

c
c
o

u
n

ts
 a

ls
o

 o
m

it
te

d
 t

h
e

 f
o

llo
w

in
g

 r
e

q
u

ir
e

m
e

n
ts

: 

 
n

o
te

 o
n

 d
e

fi
n

e
d

 b
e

n
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; 
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v
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 m
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c
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e
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 b
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e
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d
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p
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:
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o

u
n

ti
n

g
 f

o
r 

fr
e

e
h
o

ld
 p

ro
p

e
rt

y
 i
s
 a

 m
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 b
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 b
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 C
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 p

ro
v
id

e
d

 a
s
s
u

ra
n

c
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 c
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 c
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h
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c
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 b
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n
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 c
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 c
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c
k
 o

f 
th

e
 a

c
tu

a
ry

’s
 I

A
S

 1
9

 r
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 b
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c
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c
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c
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.
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 d
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 f
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e
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 f
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 b
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 l
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c
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 p
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 p
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c
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 p
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 d
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c
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u
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 p
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c
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c
e
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o
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e
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d
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. 

I 
id

e
n

ti
fi

e
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c
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 p
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c
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c
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 f
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c
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 d
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c
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d
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c
lo
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e
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n
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p
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o
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c
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 p
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c
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c
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c
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h
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 c
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 p
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n

c
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in
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e
n
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o

te
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)
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h

e
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f 
th
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c
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s
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e
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e
r 

o
f 

p
re

s
e

n
ta

ti
o

n
a

l 
a

n
d

 d
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 n
o
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 b

e
in

g
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e
v
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d

 b
y
 

o
ff

ic
e

rs
.

K
e

n
t 

P
e

n
s

io
n

 F
u

n
d

:

A
c
c
o

u
n

ti
n

g
 p

o
lic

ie
s
 

T
h

e
 a

c
c
o

u
n

ti
n

g
 p

o
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ie
s
 w

e
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 p
re

p
a
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n
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h

e
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e
n

s
io

n
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te

m
e
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t 
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f 

R
e
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o
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m

e
n
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c
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c
e
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h
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y
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ld
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e

 b
e
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a
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d
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c
ti
c
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A

u
th

o
ri

ty
 A

c
c
o

u
n

ti
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S

o
m

e
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 c
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c
e

 w
it
h

 t
h

e
 C

o
d

e
, 

fo
r 

Page 12



e
x
a

m
p

le
, 

d
is

c
lo

s
u

re
s
 r
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d
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u
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 p
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c
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b
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c
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 b
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n
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 b
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c
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c
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R
e

g
u

la
ti
o

n
s
 2

0
0

8
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 c
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 d
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 m
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 r
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 b
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le
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ff

ic
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 a

 m
o
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a
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 t
h
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u
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 p
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n

c
e

 i
n
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 p
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 d
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e
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 c
o
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n
u

e
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m
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e
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e
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t 
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in

 t
a

k
in

g
 p

ro
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p
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c
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e
 a

c
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u

re
 p
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y
m

e
n
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m
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d

m
it
te

d
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n
d

 s
c
h

e
d

u
le

d
 b

o
d

ie
s
 d

o
 n
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 d

a
y
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n

 t
h

e
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1

1
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e
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r.
 

L
e

tt
e

r 
o
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re

p
re

s
e

n
ta
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o
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B
e
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re

 I
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s
u
e

 m
y
 o

p
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a

u
d

it
in

g
 s

ta
n

d
a
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s
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e
q

u
ir

e
 m

e
 t
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 o
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e
rs

 f
o
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w
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 r
e
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re
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n
ta

ti
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a
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u
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r 

fi
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n

c
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e
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c
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 m
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 b
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 m
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 l
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. 

H
o

w
e

v
e

r,
 f

o
r 

th
e

 
p

u
rp

o
s
e

 o
f 

th
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 r
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 d
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 l
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c
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n
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 b
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p
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c
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w
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 c
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 c
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p
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c
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h
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c
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p
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 d
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p
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c
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 c
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 c
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c
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