Hampshire Pension Fund

Audit results report

Year ended 31 March 2021

September 2021




September 2021

Dear Audit Committee Members

We are pleased to attach an Audit Results Report for the forthcoming meeting of the Audit Committee . We will update the Committee at its
meeting on 29 September 2021 on further progress to that date and explain the remaining steps for the issue of our final opin ion.

The audit is designed to express an opinion on the 2020/21 financial statements and address current statutory and regulatory requirements.
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judgements and material internal control findings. Each year sees further enhancements to the level of audit challenge and the quality of

evidence required to achieve the robust professional scepticism that society expects. We thank the management team for suppor  ting this

process. Thisreport is intended solely for the information and use of the Audit Committee and management. It is not intended to be, a  nd should

not be, used by anyone other than these specified parties.

We welcome the opportunity to discuss the contents of this report with you at the Committee meeting on 29 September 2021

Yours faithfully

Associate Partner
For and on behalf of Ernst & Young LLP
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quality/statement -of-responsibilities/ ).The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. | t summarises where the different
responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain area S.
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Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of practice and procedure which are of a recurring nature.

This report is made solely to the Audit Committee and management of Hampshire Pension Fund in accordance with the statement of responsibilities. Our work has been undertaken so that we might state

to the Audit Committee, and management of Hampshire Pension Fund those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by la w we do
not accept or assume responsibility to anyone other than the Audit Committee and management of Hampshire Pension Fund  for this report or for the opinions we have formed. It should not be provided to

any third -party without our prior written consent.



https://www.psaa.co.uk/audit-quality/statement-of-responsibilities/
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Scope update

In our Audit Planning Report presented to the 26 July 2021 Audit Committee meeting, we provided you with an overview of our a udit scope and approach for the audit
of the financial statements. We carried out our audit in accordance with this plan with the following updates.

Changes in materiality
We updated our planning materiality assessment using the draft financial statements and have also reconsidered our risk asses sment.

Planning Materiality Performance Materiality Audit Differences

Our planning materiality represents 1% of the Performance materiality represents 75% of We will report all uncorrected misstatements

[ «xoyCO mz?a vOO©z?2©A x ¥ o planning materiality and is the top of our relating to the primary statements (net asset
range, consistentyear on year. statement and fund account) greater than 5% of

planning materiality.

Planned £69.10 million £51.82 million £3.46 million

Final £90.73 million £68.05 million £4.54 million

Auditing accounting estimates

A revised auditing standard has been issued for the audit of accounting estimates. The revised standard requires auditorsto  consider inherent risks associated with the
production of accounting estimates. These could relate, for example, to the complexity of the method applied, subjectivity in the choice of data or assumptions or a high
degree of estimation uncertainty. As part of this, auditors now consider risk on a spectrum (from low to high inherent risk) rather than a simplified classification of
whether or not there is a significant risk.. The changes to the standard have affected the nature and extent of information r equested and increased the level of audit
work required.
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Status of the audit

Our audit work in respect of the Fund opinion is substantially complete. The following items relating to the completion of ou  r audit procedures were outstanding at the
date of this report.

Agreement of all final amendments to the financial statements

Update of our subsequent events procedures to the date of our opinion
Receipt of a signed letter of management representation

Testing of directly held property

We must give an opinion on the consistency of the financial and non -financial information in the Statement of Accounts 2020/21 w ith the audited pension fund
financial statements. The audit of the full annual statement of accounts of Hampshire County Council for the year ended 31 Ma  rch 2021 is not yet complete.

COoOOoOoC

Given that the audit process is still ongoing, we will continue to challenge the remaining evidence provided and the final di  sclosures in the accounts which could
influence our final audit opinion .

Audit differences

At the date of this report, there are no unadjusted or adjusted audit differences which require your attention. Differences m ay still be identified on completion of the
audit procedures above.
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Areas of audit focus
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This report sets out our observations and status in relation to these areas, including our views on areas which might be cons
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Fraud risks

Findings & conclusions

Misstatements due to fraud or error

We carried out procedures to address fraud risks as set out in our Audit Plan, including identifying
risks, considering controls and their effectiveness, testing journal entries and looking at estimates for
evidence of management bias. Using data analytics is central to our approach.

We also performed a reconciliation between the fund managers reports and the custodian reports to
address the risk of manipulation of asset valuations.

We have completed our work in this area and have no matters to bring to your attention.

Significant risk

Findings & conclusions

Valuation of complex investments ( Level 3 Fair Value
hierarchy)

We undertook additional procedures, as described more fully in Section 2 of this report, to gain
material assurance overtheyear-z oy -~v¢«va@ ~¥no ¥{ a8}z [«oyCO x¥£]
in the fair value hierarchy, and therefore inherently more difficult to value.

We have completed our work in this area and have no matters to bring to your attention.

Areas of audit focus

Findings & conclusions

Valuation of non -exchange traded pooled funds (Level
2 Fair Value hierarchy)

We carried out procedures as set out in our Audit Plan to ensure that these investment valuations are
supported.
We have completed our work in this area and have no matters to bring to your attention.

Valuation of directly held property (Level 2 Fair Value
hierarchy)

We sample tested key inputs, and challenged key assumptions, used by the valuer in producing the
property valuation.

We also involved our own expert to review a sample of property valuations. The work in this area is
ongoing

Disclosure on Going Concern

We obtained managements going concern assessment and assessed the adequacy of the disclosuresin
the financial statements.

The work in this area is ongoing
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Control observations

We have not identified any significant deficiencies in the design or operation of an internal control that might resultin a material misstatementin your financial
statements and which is unknown to you.

Independence

Please refer to Section 7 for our update on Independence.



2 Areas of Audit Focus























































































