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1.

Recommendations

Lesley Newdall
Chief Internal Auditor
Legal and Risk Division, Resources Directorate
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Lothian Pension Fund – Proposed Internal Audit plan for
2020/21
2.

Executive Summary

3.

Background
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4.

Main Report

4.1

Preparation and content of the proposed plan

4.1.1 The areas proposed for inclusion in the plan were identified by considering the key
risks included in the LPF risk register as at October 2019, and discussions with the
LPF management team.
4.1.2 The October 2019 risk register included a total of 35 risks. Of these, 3 risks were
rated red (materially beyond appetite with urgent resolution required); 7 amber
(beyond appetite with resolution required) and 25 green (within appetite and will be
monitored). The three red rated risks related to reduced funding levels caused by
adverse changes in non-investment actuarial assumptions requiring higher employer
contributions; failure of technology systems used by LPF; and adequacy of resources
to support current or planned projects.
4.1.3 Whilst the proposed Internal audit reviews planned for the year to 31 March 2021
will provide assurance on two of the red rated risks included in the LPF risk register
(failure of technology systems and adequacy of resources to support current or
planned projects), the LPF assurance map should provide further details on overage
of the remaining risks by other independent assurance providers.
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4.1.4 The scope of the three reviews planned for the year to 31 March 2021 are detailed
below:
Audit Scope
1.

Planned
days

Employer Cessation Strategies, Valuations, and Exit Calculations

25

The audit will consider the adequacy of LPF funding strategies (including use of
suspension notices) to support affordable employer cessations where non local
government employers (for example charitable sector employers and trusts) have
requested to leave the fund.
The audit will also consider the completeness and accuracy of cessation valuations,
exit payments and credits and will confirm that these are aligned with Local
Government Pension Scheme (Scotland) Regulations 2018 (section 61).
This audit is not aligned with risks included in the October 2019 LPF risk register,
but has been highlighted as a high risk area by management.
2.

Bulk Transfers

25

This audit will consider the design adequacy and operational effectiveness of
processes established by LPF to support consolidation of employer funds managed
by LPF, and the completeness and accuracy of any associated financial / valuation
adjustments.
The review will also assess the design and effectiveness of processes established to
confirm the completeness and accuracy of consolidated member records.
Work will be performed in two parts, with a review of LPF plans to support the
transfer in April 2020, and an assessment of the effectiveness of the transfer
process in June 2020.
This audit is not aligned with risks included in the October 2019 LPF risk register,
but has been highlighted as a high risk area by management.
3.

LPF Technology Model Development

15

This review will assess the proposed design of the new LPF technology model to
confirm that the new solution includes appropriate connectivity; network security;
information and data security; and resilience controls, and appropriate business
continuity arrangements to support the ongoing management and administration
of LPF funds.
This audit is aligned with the red technology general resilience and the green
cybersecurity protections risks included in the LPF risk register.
This audit will provide assurance on two red rated LPF risks - failure of technology
systems used by LPF; and adequacy of resources to support current or planned
projects
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Follow up

10

Ongoing follow up to confirm that agreed management actions have been
effectively implemented and sustained to support closure of previously raised IA
findings.

4.2

Risk Management

4.2.1 Whilst sufficient information is generally collated across multiple audits to provide an
understanding of the effectiveness of risk management processes to support the
annual opinion, IA typically also performs targeted risk management audits to assess
and provide assurance on the adequacy and effectiveness of the risk management
framework across the entire organisation.
4.2.2 It is important to note that no specific audit of the established LPF risk management
framework has been performed during the last five years.
4.2.3 LPF management has advised that they are in the process of designing and
implementing a new self-assurance process that will provide LPF management with
ongoing assurance on the effective management of risks, including compliance with
applicable regulations.
4.2.4 Recognising that the development and implementation of this assurance is underway,
and that it will directly link with the established risk management framework, it is
proposed that a combined review of the LPF risk management and assurance
framework is performed in financial year 2021/22.
4.3

Council wide thematic IA reviews

4.3.1 It should be noted that LPF may also be included within the scope of any relevant
Council wide thematic reviews included in the 2020/21 IA plan that will be presented
to the Governance, Risk and Best Value Committee for approval on 24 March 2020.

5.

Financial impact

6.

Stakeholder/Regulatory Impact
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7.

Background reading/external references

8.

Appendices

8.1

None
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