
Report to the Audit and Risk Management Committee

CITYõS CASH
Audit Completion: year ended 31 March 2020



CONTENTS

1 Introduction 3

Welcome 3

2 Executive summary 4

Overview 4

The numbers 5

Other matters 6

3 Audit risks 7

Overview ðSignificant Risks 7

Management override of controls 8

Fraud in income recognition 9

Fraud in income recognition (Continued) 10

Investment Property Valuation 11

Investment Property Valuation (Continued) 12

Pension Liability Valuation 13

Pension Liability Valuation (Continued) 14

Overview ðOther risks 15

Investment Valuations 16

Investment Valuations (continued) 17

Related Party Transactions 18

Decommissioning Provision 19

Decommissioning Provision (Continued) 20

Going Concern ðImpact of Covid-19 21

Estimates 22

Matters requiring additional consideration 23

Overview: audit differences and disclosures 24

Adjusted audit differences: Summary 25

Adjusted audit differences: Cityõs Cash26

adjusted audit differences: Sir Thomas Gresham Charity 27

Unadjusted audit differences: West ham park 28

Unadjusted audit differences: Sir Thomas Gresham Charity 29

Unadjusted audit differences: West Wickham Common and 

Spring Park Coulsdon& Other Commons 
30

Adjusted disclosure omissions and improvements 31

Additional matters 32

Control environment: Observations noted 33

4 Audit Report 34

Audit report overview 34

5 Independence 35

Independence 35

Fees 36

Outstanding matters 37

6 Appendices contents 38



3 | BDO LLPCityõs Cash Audit Completion Report for the year ended 31 March 2020

We have pleasure in presenting our Audit Completion Report to the Audit 

Committee and Risk Management Committee (the òCommitteeó). This report 

is an integral part of our communication strategy with you, a strategy which 

is designed to ensure effective two way communication throughout the audit 

process with those charged with governance. 

It summarises the results of completing the planned audit approach for 

the year ended 31 March 2020, specific audit findings and areas requiring 

further discussion and/or the attention of the Committee . At the completion 

stage of the audit it is essential that we engage with the Committee on the 

results of audit work on key risk areas, including significant estimates and 

judgements made by Management, critical accounting policies, any 

significant deficiencies in internal controls, and the presentation and 

disclosure in the financial statements.

We look forward to discussing these matters with you at the Audit 

Committee meeting on 3 November 2020, and to receiving your input.

In the meantime if you would like to discuss any aspects in advance of the 

meeting we would be happy to do so. 

This report contains matters which should properly be considered by 

the Members as a whole. We expect that the Committee will refer 

such matters to the Members, together with any recommendations, as it 

considers appropriate.

We would also like to take this opportunity to thank the Management and 

staff for the co-operation and assistance provided during the audit .

Fiona Condron

27 October 2020

WELCOME

Fiona Condron

Partner

t: +44(0)1293 591 102

m: +44(0)7583 022 125

e: fiona.condron@bdo.co.uk

INTRODUCTION

The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit p rocedures which are designed primarily for the purpose of expressing our 

opinion on the financial statements. This report has been prepared solely for the use of the Audit Committee and Those Charge d with Governance and should not be shown to any other person without 

our express permission in writing. In preparing this report we do not accept or assume responsibility for any other purpose o r t o any other person. For more information on our respective responsibilities 

please see the appendices.

Peter Lewis

Senior Audit Manager

t: +44(0)1293 848 969

m: +44(0)7800 682 390

E: peter.lewis@bdo.co.uk

James Hay

Audit Manager

t: +44(0)207 893 2934

m: +44(0)7855 517 028

E: james.hay@bdo.co.uk

Grace Emson

Assistant Manager

t: +44(0)1293 541 422

m: +44(0)7583 687 232

E: grace.emson@bdo.co.uk
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OVERVIEW
Executive summary

This summary provides an overview 

of the audit matters that we believe 

are important to the Committee in 

reviewing the results of the audit of 

the financial statements for Cityõs 

Cash and the individual Sundry 

Trusts for the year ended 31 March 

2020. 

It is also intended to promote 

effective communication and 

discussion and to ensure that the 

results of the audit appropriately 

incorporate input from those 

charged with governance.

Overview

Our audit work is substantially 

complete in respect of Cityõs Cash 

and is well advanced in respect of 

the Sundry Trusts and, subject to 

the successful resolution of 

outstanding matters (page 37), we 

anticipate issuing an u nmodified 

audit opinion on all financial 

statements for the year ended 31 

March 2020 in line with the agreed 

timetable.

Emphasis of Matter

We expect to issue two audit 

opinions with an emphasis of matter 

paragraph;

Å Cityõs Cash - the enhanced  

disclosures relating to areas of 

estimation and uncertainty 

pertaining to the valuation of 

investment properties 

Å The City of London Education 

Trust ðas this charity is due to 

be wound up, the financial 

statements are prepared on a 

basis other than going concern.

These opinions are not qualified, the 

enhanced  disclosures within the 

respective financial statements 

detailed above have resulted in a 

reference in our audit opinion as an 

òEmphasis of Matteró given the 

potential impact on the financial 

statements.

Outstanding matters are listed on 

page 37 in the appendices.

There were no significant changes to 

the planned audit approach however 

due to the impact of COVID-19, we 

have raised an additional risk over 

going concern. No other additional 

significant audit risks have been 

identified.

No restrictions were placed on 

our work.

EXECUTIVE SUMMARY
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THE NUMBERS 
Executive summary

Final Materiality

Financial Statement Materiality was 

determined based upon 2% of total 

assets and Specific Materiality was 

determined based upon 5% of total 

income.

There were no changes to final 

materiality and triviality from that 

reported in our planning report 

other than being updated for the 

actual results for the year ended 31 

March 2020.

Unadjusted audit differences 

We have not identified any 

unadjusted audit differences for 

Cityõs Cash. Details of adjusted 

differences can be found on page 

24.

We have identified a small number 

of audit differences within the 

Sundry Trust entities. Details of can 

be found on page 24.

Financial Statement 

Materiality

£68.4m

Clearly Trivial

£1.3m

0%

Unadjusted differences vs. materiality

Specific Materiality

£8.7m

Specific Clearly Trivial

£0.1m
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OTHER MATTERS
Executive summary

Financial reporting

Å We have not identified any non -

compliance with accounting 

policies or applicable accounting 

framework.

Å No significant accounting policy 

changes have been identified 

impacting the current year.

Å The draft Annual Report for 

Cityõs Cash and Trusteesõ Reports 

for the Sundry Trusts has been 

reviewed and the resulting 

comments have been considered 

by the management team and 

incorporated into subsequent 

drafts. Comments on significant 

disclosures are considered on 

page 22 of this report.

Other matters that require 

discussion or confirmation

Å Confirmation on fraud, 

contingent liabilities and 

subsequent events.

Å Letter of Representation (see 

page 47).

Å Completion of post balance sheet 

event review up to point of 

signing the financial statements.

Independence 

Å We confirm that the firm and itõs 

partners and staff involved in the 

audit remain independent of 

Cityõs Cash and the Sundry Trusts 

in accordance with the FRC's 

Ethical Standard.
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As identified in our audit planning report dated 17 March 2020, we assessed the following matters as being the most significa nt risks of material 

misstatement in the financial statements. These include those risks which had the greatest effect on: the overall audit strat egy; the allocation of resources 

in the audit and the directing of the efforts of the engagement team.

Areas requiring your attention

AUDIT RISKS OVERVIEW ðSIGNIFICANT RISKS

Significant 

Audit Risk Entities covered

Significant 

Management 

Judgement 

Involved

Use of Experts 

Required

Error 

Identified

Control Findings 

to be reported 

in Completion 

report

Specific 

Letter of 

Representation 

Point

Discussion points 

for Audit 

Committee

1. Management 

Override of 

Controls

All Yes No No No No No

2. Fraud in 

Income 

Recognition

All Yes No No No Yes No

3. Investment

Property 

Valuation

CC Yes Yes No No Yes YesðMaterial 

Uncertainty

4. Pension

Liability 

Valuation

CC Yes Yes No No Yes No 
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Risk description

ISA (UK) 240 - The auditorõs responsibilities relating to 

fraud in an audit of financial statements requires us to 

presume that the risk of management override of 

controls is present and significant in all entities.

Details

Å We have worked closely with our IT team to gain an 

understanding of the financial systems in place and 

assess controls for potential scope for management 

override including the use of automated journals 

and administrator access accounts.

Å We have used data analytics tools to inspect 

journals processed throughout the year and as part 

of the financial reporting closing process for any 

unusual transactions. 

Å We have also conducted a specific review of 

journals posted during the work from home period 

at the end of March, as well as journals posted by 

admin users.

Å We have assessed and corroborated significant 

management estimates and judgements in following 

key areas:

ð Allocation of costs

ð Valuation of investment properties and financial 

investments ðsee pages 11 and 16 for further 

detail

ð Estimation and allocation of the pension scheme 

liability

ð Going concern assumptions ðsee page 21 for 

further detail

ISA (UK) 240 presumes 

that management is in 

a unique position to 

perpetrate fraud.

Significant management 

judgement

Use of experts

Unadjusted error

Adjusted error

Additional disclosure required

Control Finding

Letter of Representation point

MANAGEMENT OVERRIDE OF CONTROLS

Details (continued)

Å We have performed a detail review of the cost 

allocation model including understanding the 

methods used to allocate costs between funds 

within the Corporation and testing of this allocation 

to ensure accuracy of the expenditure charged to 

Cityõs Cash.

Results and conclusion

Å Our audit work on journals at this stage remains 

ongoing however our work so far has not identified 

any instances of inappropriate management 

override.

Å We have not noted any management bias in 

accounting estimates. Our detailed conclusions on 

significant estimates are set out within this report.

Å We have identified no significant or unusual 

transactions that may be indicative of fraud in 

relation to management override of controls .

Å We have not identified any issues with the 

allocation of costs.
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Risk description

Å Under auditing standards there is a presumption 

that there is a risk of fraud in income recognition .

Å For Cityõs Cash, we consider there to be a 

significant risk in respect of the completeness of 

investment property income and education income 

(including tuition fees, grants, donations and 

charges for the use of facilities), due to the cut off 

risk around the year end. Together these account 

for approximately 89% of total income.

Å The Sundry Trusts we consider there to be a 

significant risk in respect of the completeness of 

the contribution from Cityõs Cash, grants, donations 

and legacies, fees and charges (including 

admissions), rental income and investment income. 

For grants, donations and legacies we also consider 

there to be a risk that any relevant restrictions are 

not correctly identified .

Details

We have carried out audit procedures to gain an 

understanding of the internal control environment for 

the significant income streams, including how this 

operates to prevent loss of income and have ensured 

that income is recognised in the correct accounting 

period. 

Our audit procedures included substantive testing on 

the material income streams and cut off testing to 

ensure income is recognised in the correct period and 

appropriately classified as restricted (charity entities 

only) such as;

ISA (UK) 240 presumes 

that income 

recognition presents a 

fraud risk.

Significant management 

judgement

Use of experts

Unadjusted error

Adjusted error

Additional disclosure required

Control Finding

Letter of Representation point

FRAUD IN INCOME RECOGNITION

Details (continued)

Å Tested a sample of fees and charges to ensure that 

income has been recorded in the correct period and 

that all income that should have been recorded has 

been;

Å We have agreed a sample of rental income to 

invoice and lease agreements. Where rental periods 

cross year-end, we have checked the split between 

years is correct.

Å Rental information from the property management 

system has been reconciled to total rental revenue 

recognised.

Å We selected a sample of properties from the 

property management system and agreed these to 

the general ledger and supporting leases to ensure 

completeness.

Å We have performed cut -off testing for all revenue 

streams by reviewing transactions around the year -

end date.
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Results and conclusion cont.

Investment Property Income

Å We traced a sample of rental income amounts 

through to lease agreements. We also obtained a 

report from the tenant system and developed an 

expectation of the rental income for the year and 

compared this to the general ledger.

Å Our testing was completed satisfactorily.

Education income (including tuition fees, grants, 

donations and charges for the use of facilities)

Å We obtained details of student fees and pupil 

numbers and performed substantive analytical 

procedures to develop an expectation of education 

income which was then compared to actual results. 

Å We also traced a sample of individual pupil fees to 

supporting documentation.

Å No issues noted from our work on education 

income. 

Market income

Å We traced a sample of market income through to 

supporting documentation. No issues were noted .

Other Income

Å We traced a sample of other income through to 

supporting documentation. No issues were noted.

ISA (UK) 240 presumes 

that income 

recognition presents a 

fraud risk.

Significant management 

judgement

Use of experts

Unadjusted error

Adjusted error

Additional disclosure required

Control Finding

Letter of Representation point

FRAUD IN INCOME RECOGNITION (CONTINUED)

Results and conclusion (continued)

Grants, donations and legacies (including 

contributions from Cityõs Cash)

Å No issues noted from our sample testing performed

Fees and charges (including admissions) 

Å No issues noted from our sample testing performed
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Risk description

Å Cityõs Cash holds an extensive portfolio of 

investment properties, which are reported at fair 

value at the balance sheet date.

Å The Corporation has appointed two valuers relevant 

to Cityõs Cash, who perform a year -end valuation 

based on data provided by the Surveyors Team at 

the Corporation.

Å Due to the significant value of the investment 

properties and the high degree of estimation 

uncertainty, there is a risk over the valuation of 

these assets where valuations are based on 

assumptions, or where updated valuations have not 

been provided at the year -end. 

Å It is also noted that the impact of Covid-19 

increased the level of uncertainty around property 

valuations around the year end.

Details

As part of our audit work, we have performed 

procedures including the following:

Å Assessed the qualifications and competence of the 

valuers used

Å Reviewed the instructions provided to the valuers

and reviewed the valuers; skills to determine 

whether we can rely on managementõs expert

Å Verified a sample of data provided to the valuers

(such as rental income) to use as inputs within the 

valuation process

There is a risk over the 

valuation of investment 

properties where 

valuations are based on 

significant assumptions.

Significant management 

judgement

Use of experts

Unadjusted error

Adjusted error

Additional disclosure required

Control Finding

Letter of Representation point

INVESTMENT PROPERTY VALUATION

Å Confirmed that the basis of valuation for each asset 

is appropriate based on their usage

Å Reviewed assumptions used by the valuers and 

movements in values relative to market indices, and 

challenged valuations lying outside our expectations 

with the corresponding valuer. 

Å Consulted extensively with both our Real Estate and 

BDO Valuation teams regarding the reasonableness 

of the assumptions and benchmarks used for 

specific properties where a higher degree of 

judgement has been applied (for example more 

unique properties or developments 

Å Held meetings with the Surveyors Team and Valuers

during the valuation process 

Å Compared movements in the valuation of assets 

year-on-year and investigated unusual movements. 

Results and conclusion

Å Our review of the instructions to the valuers and 

the valuersõskills and expertise did not identify any 

issues. We agreed that the basis of valuation for 

each property valued is appropriate.

Å No issues were identified as a result of our work 

around the accuracy and completeness of the data 

provided by the Corporation to the valuers.

Å Investment properties are valued by reference to 

highest and best use market value using an income 

based approach.  Investment properties increased in 

value by £87.4m to £2,052.3m (4%) in 2019/20 

driven primarily by the revaluation increment of 

£83.4m.
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There is a risk over the 

valuation of investment 

properties where 

valuations are based on 

significant assumptions.

Significant management 

judgement

Use of experts

Unadjusted error

Adjusted error

Additional disclosure required

Control Finding

Letter of Representation point

INVESTMENT PROPERTY VALUATION (CONTINUED)

Results and conclusion cont.

Å We set yield expectations for the portfolio based on  

year-end market trends and property type (such as 

office, retail or industrial). These expectations also 

included consideration of a propertyõs location and 

security of future income. We then compared the 

yields to our expectations, discussing properties 

outside of these further with the valuers.

Å We consulted extensively with our Real Estate and 

Valuation teams, who confirmed that our base 

expectations and methodology were suitable for the 

portfolio of Cityõs Cash. 

Å We note that due to the ongoing impact of Covid-19 

as at the 31 March 2020, the valuers have included 

within their valuation reports, a òMaterial Valuation 

Uncertaintyó clause in line with the guidance set 

out in the RICS Red Book Global. Due to a lack of 

comparable transactions around the year end they 

note that òless certainty, and a higher degree of 

caution, should be attached to the valuations that 

would normally be the case.ó 

Å Management are reviewing our suggestion to include 

reference to this uncertainty within the notes to 

the financial statements. We recommended some 

enhanced disclosure relating to the more specific 

considerations regarding the uncertainty in the 

context of the portfolio. Furthermore, given the 

potential significance of this uncertainty in the 

context of the assets of Cityõs Cash, our audit 

opinion draws reference to this uncertainty by way 

of an òEmphasis of Matteró. 

Å We have noted no other issues during the course of 

our testing .
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