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The Audit Commission is an independent watchdog,

driving economy, efficiency and effectiveness in local

public services to deliver better outcomes for everjrone.
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Introduction

This plan sets out the audit work that | propose to
undertake for the audit of the 2010/11 financial
statements.

1 The plan is based on the Audit Commission’s risk-based approac
audit planning, which assesses:

m current national risks relevant to your local circumstances; a
m your local risks.

2 | will discuss and agree this plan and any reports arigingfrom the audit,

5 lco

particular:
m the Audit
m the Code of Audit Practice.

6 Specifically, the wdrk of auditors on pension fund accounts is defined by
the Auditing Practices Board practice note 15 on the audit of pension fund
accounts.
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Fee for the audit

The indicative fee for the audit is £50,000.

7  The fee for the audit is £50,000, as indicated in my letter of 7 June 2010
and approved by the Governance and Audit Committee at the meeting of 30
June 2010.

8 In setting the fee, | have assumed that:
the level of risk in relation to the audit of accounts is consistep
for 2009/10;

m good quality, accurate working papers are available at
financial statements audit; and

9 Where these assumptions are not met, | will be required

will issue supplements to the plan to record
impact on the fee.

10 Further information on the
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Auditors report on the financial statements

| will carry out the audit of the financial statements in
accordance with International Standards on Auditing
(UK and Ireland) issued by the Auditing Practices

Board (APB).

Pension Fund as at 31 March 2011.

12 | am also required to review the pension fund ann
LGPS regulations 1997.

Materiality
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|[dentification of specific risks

| have considered the additional risks that are
appropriate to the current opinion audit and have set
these out below.

>

Table 1: Specific risks
Specific opinion risks identified

Risk area Audit response

International Financial Reporting
Standards:

The pension fund statements will
have to reflect for the first time the
requirements of International
financial reporting standards.

Pension fund bank account:
As of 1 April 2011 the pensio

fails to rgcoghise income
experdityre or double coynt
transaction

Actuary's assumptions:
Barnett Waddingham is’caprying out | will review and test the reasonableness of the assumptions

a full triennial valuation &s at 1 April  made by the actuary in the triennial valuation. | will review
2010. We are aware that different the note in the financial statements and annual report to
assumptions will be used from the ensure the guidance is followed.

previous actuarial valuation which

may give rise to a material change to

the Pension Fund's liabilities.

Valuation of freehold property:

The accounting for freehold property | will review the basis of the valuation and undertake audit
is a material accounting estimate. procedures to confirm that they are reasonable.

The portfolio is managed by DTZ

and was valued by Colliers CRE at
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31 March 2010 at £168 million.
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Testing strategy

On the basis of risks identified above | will produce a
testing strategy which will consist of testing key
controls and/or substantive tests of transaction

streams and material account balances at year end

15 | can carry out my testing both before and after the draft finane
statements have been produced (pre- and post-statement testi

m Review of accounting policies.
Bank reconciliation.
Contributions.

Investments — ownership.
Year-end feeder system reconciliations.

appropriate, tomeet my regponsibilities. For 2010/11, | plan to rely on the

work of experts inthe\fotowinig areas.

m  Management's expert’ Valuation of freehold property portfolio - Colliers
CRE

= Audit Commission expert: Asset valuation of freehold property portfolio -
Gerard Eve

There is no requirement to rely on the work of other auditors for the audit
opinion.
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Key milestones and deadlines

The Pension Fund is required to prepare the financial
statements by 30 June 2011. | am statutorily required to
complete the audit and issue the opinion by 30

September 2011. As in previous years, | am plannin
issue the opinion by 31 July 2011.

19 The key stages in producing and auditing the financial s
Table 2.

arising.

Table 2: Proposed timet

<
e

Control and early subst April 2011
Receipt of accounts Q 10 June 2011
Sendipﬁy{ﬁworki%p@}e;{s N&Jditor 13 June 2011

Start%f\dét@iled testing \ \ 13 June 2011
Progress}re\e}ngs ) ) Weekly

Present report W ged with 30 June 2011
governance at the audit committee

Issue opinion By 31 July 2011
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The audit team

Table 3 shows the key members of the audit team for
the 2010/11 audit.

Table 3: Audit team

Contact details Responsibilities

Darren Wells  d-wells@audit-
District commission.gov.uk

Auditor 0844 798 6110

Elizabeth e-olive@audit-

Olive commission.gov.uk
Audit 0844 798 1377
Manager

our risk-based audit thrptghrregular liaison with key officers. Our proposals
are set out in Appendjx
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Quality of service

25 | aim to provide you with a fully satisfactory audit service. If, however,
you are unable to deal with any difficulty through me and my team please
contact Chris Westwood, Director of Professional Practice, Audit Practice,
Audit Commission, 1st Floor, Millbank Tower, Millbank, London SW1P 4HQ
(c-westwood@audit-commission.gov.uk) who will look into any complaint
promptly and to do what he can to resolve the position.

26 If you are still not satisfied you may of course take up the matter wit
the Audit Commission’s Complaints Investigation Officer (The Audit
Commission, Westward House, Lime Kiln Close, Stoke Gifford, Bris
8SR).

Planned outputs

Fund Panel.

Table 4: Planned outputs

Planned output Indicative date to
Governance and Audit
Committee

Opinion audit plan 6 NMarch 2011

Annual governance repo L\ 30 e 2011 (interim)
ptember 2011 (final - if
required)
Auditor’s report giving an o ini%@e July 2011
finané&ial statements
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Appendix 1 Basis for fee

The Audit Commission is committed to targeting its work where it will have
the greatest effect, based upon assessments of risk and performance. This
means planning work to address areas of risk relevant to our audit
responsibilities and reflecting this in the audit fees.

The risk assessment process starts with the identification of the significg

= my cumulative knowledge of the Pension Fund;
— planning guidance issued by the Audit Commissiorn);
— the specific results of previous and ongoing audi
m interviews with Pension Fund officers; and
m liaison with Internal Audit.

Assumptions

In setting the fee, | have assumed that:
m the level of risk in relation to the audit
significantly different from that identified
you will inform me of significar

additional work which is likely to result in an increased audit fee.
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Appendix 2 Independence and objectivity

Auditors appointed by the Audit Commission are required to comply with the
Commission’s Code of Audit Practice and Standing Guidance for Auditors,
which defines the terms of the appointment. When auditing the financial
statements, auditors are also required to comply with auditing standards
and ethical standards issued by the Auditing Practices Board (APB).

The main requirements of the Code of Audit Practice, Standing Guida
for Auditors and the standards are summarised below.

particular, appointed auditors and their staff should avoid entering into any
official, professional or personal relationships which may, or could
reasonably be perceived to, cause them inappropriately or unjustifiably to
limit the scope, extent or rigour of their work or impair the objectivity of their
judgement.

The Standing Guidance for Auditors includes a number of specific rules.

The key rules relevant to this audit appointment are as follows.

m  Appointed auditors should not perform additional work for an audited
body (ie work over and above the minimum required to meet their
statutory responsibilities) if it would compromise their independence or
might give rise to a reasonable perception that their independence
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could be compromised. Where the audited body invites the auditor to
carry out risk-based work in a particular area that cannot otherwise be
justified as necessary to support the auditor’s opinion and conclusions,
it should be clearly differentiated within the Audit and Inspection Plan as
being ‘additional work’ and charged for separately from the normal audit
fee.

m Auditors should not accept engagements that involve commenting on
the performance of other auditors appointed by the Commission on
Commission work without first consulting the Commission.

m The District Auditor responsible for the audit should, in all but the most
exceptional circumstances, be changed at least once every seven
years, with additional safeguards in the last two years.

m The District Auditor and senior members of the audit team are
prevented from taking part in political activity on behalf of a p6

particular local government or NHS body.

The District Auditor and members of the audit tea
Commission’s policy on gifts, hospitality and entertai
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Appendix 3 Working together

Meetings

The audit team will ensure we have knowledge of your issues to inform our

risk-based audit through regular liaison with key officers.

My proposal for the meetings is as follows.

/2

Table 5: Proposed meetings

Council Audit Commission

officers staff

Head of Audit Manager (AM)

Purpose

March, Jurfe, General Ius:

Financial and Team Leader Septe sMarch - Opinio audit p|an and
Services (TL) fee letter

June - accounts progress and

annual governance report
Treasury & AM and TL \ uarterl }deate on audit issues
Investments
Manager
Finance KCC Mokthly from Progress against closedown
closedown Nov r to May plan
meetings

Governance A an V Mch 2011

, with TL
and Audit S appropriate 30 June 2011
Commijtee 14 September 2011
29 November 2011

Formal reporting of:

Audit Plan

Annual governance report
Other issues as appropriate

Superannu 6\ DA and AM/ with TL 4 March 2011
Fund $ appfopriate 20 May 2011
Committee 1 July 2011
2 September 2011
18 November 2011

Formal reporting of:

Audit Plan

Annual governance report
Other issues as appropriate
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Sustainability

28 The Audit Commission is committed to promoting sustainability in our

working practices and | will actively consider opportunities to reduce our

impact on the environment. This will include:

m reducing paper flow by encouraging you to submit documentation and
working papers electronically;

m use of video and telephone conferencing for meetings as appropriat
and

m reducing travel.
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Appendix 4 Glossary

Audit of the accounts

The audit of the accounts of an audited body comprises all work carried out
by auditors in accordance with the Code to meet their statutory
responsibilities under the Audit Commission Act 1998.

Audited body

A body to which the Audit Commission is responsible for appoi

‘Those charged with governance’.)

Auditing Practices Board (APB)

standards of auditing that meet the developi
information and to ensure public confidence

Commission (the)

The Audit Commission for Local Authorities and the National Health Service
in England.

Ethical Standards

Pronouncements of the APB that contain basic principles that apply to the
conduct of audits and with which auditors are required to comply, except
where otherwise stated in the standard concerned.
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Financial statements

The annual statement of accounts or accounting statements that audited
bodies are required to prepare, which summarise the accounts of the
audited body, in accordance with regulations and proper practices in relation
to accounts.

Internal control

The whole system of controls, financial and otherwise, that is established in
order to provide reasonable assurance of effective and efficient operations,
internal financial control and compliance with laws and regulations.

Materiality (and significance)

capable of general mathematical definition, as it has
quantitative aspects’.

Those charged with governance
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