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Commercial in confidence

The contents of this report relate only to the
matters which have come to our attention,
which we believe need to be reported to you
as part of our audit planning process. Itis
not a comprehensive record of all the
relevant matters, which may be subject to
change, and in particular we cannot be held
responsible to you for reporting all of the
risks which may affect the Authority or all
weaknesses in your internal controls. This
report has been prepared solely for your
benefit and should not be quoted in whole or
in part without our prior written consent. We
do not accept any responsibility for any loss
occasioned to any third party acting, or 8
refraining from acting on the basis of the
content of this report, as this report was not
prepared for, nor intended for, any other
purpose.

Grant Thornton UK LLP is a limited liability
partnership registered in England and Wales:
No.OC307742. Registered office: 30 Finsbury
Square, London, EC2A 1AG. A list of members is
available from our registered office. Grant
Thornton UK LLP is authorised and regulated
by the Financial Conduct Authority. Grant
Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the
member firms are not a worldwide partnership.
Services are delivered by the member firms.
GTIL and its member firms are not agents of,
and do not obligate, one another and are not
liable for one another’s acts or omissions.
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Introduction

This paper provides the Pensions Committee with a report on progress in

Your key Grant Thornton delivering our responsibilities as the Pension Fund’s external auditors.

team members are:

Mark Stocks
Key Audit Partner

Members of the Pensions Committee can find further useful material on our website, where
we have a section dedicated to our work in the public sector. Here you can download copies
T 0121232 5437 of our publications https://www.grantthornton.co.uk/en/services/public-sector-services/

E mark.c.stocks@uk.gt.com

L6

Andy Reid If you would like further information on any items in this briefing, or would like to register with
Grant Thornton to receive regular email updates on issues that are of interest to you, please

Senior M
enior Manager contact either your Engagement Lead or Engagement Manager.

T 07901706575
E andy.s.reid@uk.gt.com

Janette Scotchbrook

Assistant Manager
T 0121232 65409
E janette.k.scotchrbook@uk.gt.com
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Progress at November 2022

Financial Statements Audit

We undertook our initial planning for the 2021/22 audit in March 2022 and
began our work on your draft financial statements in late July. The results of
our work to date are included in this report.

The Accounts and Audit Regulations 2015 were amended by SI 2021 No. 263.
The Department for Levelling Up, Housing and Communities (DLUHC)
previously stated their intention to introduce secondary legislation to extend
the deadline for publishing audited local authority accounts to 30 November
2022 for the 2021/22 accounts. This is enacted by The Accounts and Audit
(Amendment) Regulations 2022 (S| 2022 No. 708) that came into force on 22
July 2022. The deadline for publishing audited local authority accounts for
2021/22 is extended to 30 November 2022 and thereafter changed to 30
September for years up to 2027/28.

As previously reported to the Corporate Governance Committee, we intended
to report our work in the Audit Findings Report and aim to give our opinion on
the Statement of Accounts for the County Council and the Pension Fund by
30 November 2022 in line with the above deadline.

Members may be aware that followings findings that come to light late on in
the 2020/21 reporting cycle, CIPFA established a Task and Finish Group to
address an issue regarding the derecognition of parts of infrastructure assets
following 'replacement’ expenditure. For highways Authorities in particular,
this presents a risk of material misstatement and has led to the delay in sign-
off of residual 2020/21 opinions and has been a key consideration in audit
work performed by firms in 2021/22.

The Department for Levelling Up, Housing and Communities are continuing to
work on a Statutory Instrument (SI), with a plan to this being laid in
Parliament on 30 November 2022 and coming into force on 25 December
2022. They continue to liaise with audit firms, and It therefore is hoped that
this SI, together with updates to the CIPFA Code, will resolve the majority of
the ongoing audit challenges related to Infrastructure Assets balances, thus
avoiding any potential qualification of accounts.

© 2022 Grant Thornton UK LLP.

Inevitably, based on the timing of the statutory instrument by Central
Government, we are now in a position whereby we will be unable to
give our opinion on the Statement of Accounts of the County Council
and the Pension Fund by 30 November 2022. This is consistent for all
Authorities, regardless of location or audit firm, unless they hold
immaterial infrastructure assets (some Districts, Fire, Police etc).

Notwithstanding this issue, the audit of the Pension Fund financial
statements is substantially complete. There are no matters of which
we are aware that would require modification of our audit opinion on
the Pension Fund financial statements. We have set out key findings in
significant risk areas in this update.

We are working to agree a timetable which will allow us to finalise the
audit for the County Council and Pension Fund and report to
Corporate Governance Committee in the new year. However, we
await more information on the issuance of the Statutory Instrument
and what impact this will have on the level of audit work required on
infrastructure and this is expected by the end of November.

(o]
oo

Members of the Committee should be assured that this is outside the
control of both Officers of the Authority and ourselves as Statutory
Auditors, and that the County Council and Pension Fund will still be
able to meet its statutory duty to publish its accounts by 30 November
by publishing draft accounts and including a note stating that the
audit has been delayed.
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Results of Audit Work to date

The findings of our audit work to date, and the impact on our reporting, are summarised in the table below:

Work performed Summary of key findings

Management override  We have continued to apply our new approach to our testing of journal entries in - Our work to date has not identified any
of controls 2021/22, utilising the inflo software. This provides the engagement team with significant issues from our audit work
effective assurance around the completeness of the population subject to testing = performed to date on management
and introduces more sophisticated risk assessment of journals for indications of  override of controls.
management override of controls.

We identified relevant journal entries for testing for the Pension Fund and have
received responses. We are currently finalising our work in this area.

Valuation of level 3 We have undertaken detailed testing on the valuation of investments, which has  Our work to date has not identified any
investments included: material issues in the valuation of level 3 ©
investments. ©

* evaluating management’s processes for valuing Level 3 investments

* Reviewing the nature and basis of estimated values and considering what
assurance management has over the year end valuations provided for these
types of investments; to ensure that the requirements of the Code are met

* independently requesting year-end confirmations from investment managers
and custodians

» for a sample of investments, testing the valuation by obtaining and reviewing
the audited accounts, (where available] at the latest date for individual
investments and agreeing these to the fund manager reports at that date.
Reconciling those values to the values at 31 March 2022 with reference to
known movements in the intervening period

* in the absence of available audited accounts, evaluated the competence,
capabilities and objectivity of the valuation expert

* tested revaluations made during the year to see if they had been input
correctly into the Pension Fund’s asset register

* reviewing investment manager service auditor report on design effectiveness
of internal controls
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Work performed Summary of key findings

Other areas Our work on non-significant risk areas of the audit, including material balances and We have not identified any significant
transactions and other scoped areas is substantially complete for the pension fund issues from our audit work performed to
and well progressed for the Council. date in other areas.

IT audit Our dedicated IT audit team have performed a follow up of the detailed IT general The findings of the IT audit team notes
ContrO|S reVieW Undertaken in 2020/21. thCIt the mgjority Of reoommendgtions

made in 2020/21 have been addressed
by management. We have issued a
detailed report to management setting
out our findings.

00T
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Audit Deliverables

2021/22 Deliverables Planned Date Status

Audit Plan September 2022 Completed

We are required to issue a detailed audit plan to the Corporate Governance Committee setting out our
proposed approach in order to give an opinion on the County Council and Pension Fund 2021/22 financial
statements and to report on the County Council’s value for money arrangements in the Auditor's Annual Report

Audit Findings Report TBC - anticipated ~ Not yet due

This report communicates the findings from our work undertaken in order to give an opinion on the County January 2023

Council and Pension Fund 2021/22 financial statements.

Auditors Report TBC - anticipated ~ Not yet due

This includes the opinion on your financial statements. January 2023

TOT
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