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Audit issues    

Looking forward 

A look at the accounts and annual reports 
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Areas to cover 

A look at the accounts and annual reports 

 

• Net assets and promised retirement benefits 

• Increase in the fund 

• Return on investments 

• Basis of valuation 

• Dealings with members 

• Investment management expenses 

• Membership 

 

Some issues mentioned in annual reports 



Net assets as a proportion of the present 

value of promised retirement benefits 
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Net assets as a proportion of the present 

value of promised retirement benefits 
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Net assets as a proportion of the present 

value of promised retirement benefits 
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Relative strength of actuarial assumptions 

for IAS 19 reporting 
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Relative strength of actuarial assumptions 

for IAS 19 reporting 

The assumptions put a fairly similar value on liabilities with differences being within the 

bounds of reasonableness. 
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Increase in net assets 2013/14 
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Net assets movements over last 4 years 

10 9 September 2014 CIPFA Pension Network - Edinburgh workshop 2014 



Net return on investments as a proportion 

of net assets 
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Net return on investments as a proportion 

of net assets 
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Market risk: potential change in value of 

investments due to market volatility 

Volatility may be shown with or without correlation - where disclosed correlation has been 

included 
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Financial instruments disclosures 

Example accounts  



Percentage of financial assets at Fair 

value level 1  
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Net additions from dealings with 

members 
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Admin and other expenses relative to 

the level of employee contributions 
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Investment management expenses 

 



Active members year on year 
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Pensioner members year on year 
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Issues mentioned in Pension Fund 

annual reports 
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• Quantitative easing and tapering 

• European and US equities doing well 

• Hard landing in China 

• Low bond yields impacting on liabilities 

• Infrastructure investments 

• Triennial funding valuation 

• Increased use of on-line services 

• Integrated admin systems  

• Reducing workforces, auto enrolment, protection certificates  

• Governance arrangements improvements 

• New scheme 2015 

• More use of framework contracts  

• Investment management fees negotiated down in some instances 

• Abolition of contracting out 2016 

• Interest rate increase expected 
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Areas to cover 

Audit issues 

 

• Big 3 at start of year 

• Investment management expenses 

• Key management personnel 

• Annual Governance Statement 

• Arising during audits 

 



Scheme management costs 
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• Guidance not mandatory. 

• Recommended best practice. 

• Goes beyond the Code 

requirement for admin expenses 

to be shown on the face of the 

fund account. 

• Additional disclosures in the 

notes. 

• 2014-15 edition of the example 

accounts will reflect this 

guidance. 



Scheme management costs 
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Investment management costs 

Administrative expenses 

Oversight and governance costs 
 



Scheme management costs 
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Investment management – 

including  

Administrative 

expenses – including  

Oversight and governance - 

including costs of 

Transaction costs associated 

with the acquisition and disposal 

of financial assets. 

Costs related to members 

pensioners and employers 

Selection, appointment and 

performance management and 

monitoring of fund managers 

Fund management costs- directly 

invoiced or deducted from fund 

assets 

But not costs as employer 

or associated with the 

administration of police and 

fire scheme 

Advisory services 

In-house investment 

management  costs 

Independent advisors 

Custodian fees and investment 

accounting costs 

Operation and support of 

pensions committee 

Foreign exchange dealing costs Internal and external audit 

Property management and 

valuation costs but excluding 

property acquisition fees and 

taxes (?) 

Legal services 

Accountancy 

Actuarial and tax advisory 

services 



Scheme management costs 

Fund account – current format 
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Scheme management costs 

Fund account – proposed format 
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Key management personnel 
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Audit Scotland view: 

 

Code based on the assumption that there are such disclosures in the same 

financial statements. 

 

A remuneration report in the authority's own (separate) financial statements does 

not satisfy the disclosure requirements for key management personnel in the 

pension fund accounts.  

 

 

 

CIPFA Code extract: 

 



Key management personnel 
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IAS 24 Related party disclosures 
 



Key management personnel –  

2013-14  
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Approach in fund accounts 2012-13 

No. of funds 

2013-14  

No. of funds 

Key management personnel disclosed 

 

4 5 

Reader referred to council accounts 

 

2 2 

No reference made in related parties note 

 

5 4 



Annual Governance Statements 
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2014-15 Code requires:   
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Annual Governance Statements 

Governance Compliance 
Statement 

Annual Governance Statement Statement of Internal 
Financial Control 

 Structure  

 Committee membership 

and representation 

 Selection and role of lay 

members 

 Voting 

 Training/Facility 

time/Expenses 

 Meetings 

(frequency/quorum) 

 Access 

 Scope 

 Publicity 

  

 Responsibility for system of 

governance and internal 

control 

 Level of assurance that 

systems and procedures can 

provide 

 Key elements of governance 

framework 

 Process applied in 

maintaining and reviewing 

effectiveness of 

arrangements including role 

of: 

o Authority 

o Executive 

o Audit committee 

o Internal Audit  

o Other mechanisms 
 Outline of actions 

 Responsibility for internal 

control 

 Level of assurance that 

internal financial control 

can provide 

 Main features of system 

of IFC 

 Role of IA and the 

management and 

reporting arrangements 

for IA 

 Details of any reviews 

informing effectiveness of 

IFC 

 Explanation of 

weaknesses and actions 
  



Annual Governance Statements 
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Audit issues arising include 
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• Reconciliation of movements in investments – cross 

casting 

• Group transfers - accruals 

• IAS 26 vested and non-vested obligations voluntary 

disclosure 

• Operation of bank accounts  

• Internal audit arrangements 

• Investment Management costs 
 



Reconciliation of movements in 

investments 
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Areas to cover 

Looking forward 

 

• New accounts regulations 

• Triennial funding valuation 

• Employers deficit funding payments 

• Scheme management costs 

• Operation of bank accounts? 

• Transparency and comparability of accounts 

• Preparedness for 2015 Scheme 

 



New accounts regulations for 2014-15 
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New accounts regulations for 2014-15 
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Annual review of  
Annual governance review 
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New accounts regulations for 2014-15 

 



New accounts regulations 
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Other key changes include: 

 

 

  
 

 

Responsibility for 
financial management  

  

 

 undertake a review of the internal control 
system   

 ensure the review findings are considered by 
the audit committee (or equivalent) 

 the audit committee (or equivalent) must 
approve an Annual Governance Statement 

  
 

Internal Audit 

 

 operate a professional and objective internal 
audit service in accordance with recognized 
standards (i.e. PSIAS) 

 records, documents, information and 
explanations are provided to internal audit 

 assess the efficiency and effectiveness of 
internal audit and consider this in the review of 
the internal control system 
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Contact details 

Tim Bridle  

Technical Manager (Local Government) 

Audit Scotland 

110 George Street 

Edinburgh 

EH 2 4LH 

 

0131 625 1793 

tbridle@audit-scotland.gov.uk 
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