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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. It is
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 Pension Fund 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
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.
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partnership registered in England and Wales:
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1. Headlines

ThiS ta ble summa riseS the Financial Statements
key findings and other

. . f h Under International Standards of Audit (UK) (ISAs) We have completed a substantial amount of our audit. However, at the time of writing
matters a rising from the and the National Audit Office (NAO) Code of Audit  this report, some audit tasks are still to be completed. Subject to the satisfactory
SthUtOl’g audit of Mersegside Practice ('the Code'), we are required to report completion of the outstanding items below, there are currently no matters of which we
Pension Fund [‘the Pension whether, in our opinion: are aware that would require modification of our audit opinion [Appendix D] or

, . + the Pension Fund’s financial statements give a material changes to the financial statements. However, this position is subject to the
Fund ] and the prepa ration true and fair view of the financial position of the satisfactory completion of the following outstanding matters;
of the Pension Fund's Pension Fund and its income and expenditure for * Receipt of the outstanding external investment confirmations (including 6
the year; and responses for the level 3 investments sample) and completing our testing

financial statements for the , , . Lo . .
* have been properly prepared in accordance with ¢ Completion of unit price testing for level 1 and 2 investments

year ended 31 March 2022 the:(hCIF.)tFA/LASAA? code gf procticz on local *  Completion of the testing of a sample of direct property assets
; authority accounting and prepared in
for those cha rged with OCCOFddEIJ’]CE with thSLocolpAugit and * Results of the work of our specialist valuations team in valuing the derivatives
governance. Accountability Act 2014. +  Completion of the testing of large/unusual journals posted by management
+  Completion of the audit work/sample testing on several non-significant risk areas
Our audit work was completed on remotely during of the accounts
July-September. Our findings are summarised on + Finalisation of responses to Manager/EL reviews of the accounts

pages 4 to 17. There has been a minor adjustment
(£5k) to the Fund Account to account for the

proposed external audit fees for the year. We have
not identified any other adjustments to the financial * Final quality reviews of the audit work by the Engagement Leader and Review

Finalisation and agreement of the hot review with our technical/quality support
team

statements that have resulted in adjustment to the Partner

Pension Fund’s reported financial position, to date. . Receipt of signed management representation letter
Audit adjustments, disclosure amendments and
misclassification errors are detailed in Appendix B.
We have not raised any new recommendation for We have concluded that the other information to be published with the financial
management as a result of our audit work. Our statements, is consistent with our knowledge of your organisation and the financial
follow up of recommendations from the prior year’s  statements we have audited.

audit are detailed in Appendix A.

Review of the final set of financial statements

Subject to the satisfactory completion of the outstanding audit work, our anticipated
audit report opinion will be unqualified. An updated audit findings report will be
presented to the Wirral MBC Audit & Risk Management Committee, which will confirm
the audit opinion which we will be issuing.

© 2022 Grant Thornton UK LLP.



2. Financial Statements

Overview of the scope of our audit Audit approach

This Audit Findings Report presents the observations arising
from the audit that are significant to the responsibility of
those charged with governance to oversee the financial
reporting process, as required by International Standard on
Auditing (UK) 260 and the Code of Audit Practice (‘the

Code’). Its contents have been discussed with management.

As auditor we are responsible for performing the audit, in
accordance with International Standards on Auditing (UK)
and the Code, which is directed towards forming and
expressing an opinion on the financial statements that have
been prepared by management with the oversight of those
charged with governance. The audit of the financial
statements does not relieve management or those charged
with governance of their responsibilities for the preparation
of the financial statements.

© 2022 Grant Thornton UK LLP.

Our audit approach was based on a thorough
understanding of the Pension Fund’s business and is risk
based, and in particular included:

* An evaluation of the Pension Fund's internal controls
environment, including its IT systems and controls;

* Substantive testing on significant transactions and
material account balances, including the procedures
outlined in this report in relation to the key audit risks

We have not had to alter our audit plan, which was
communicated to you at the Pensions Committee meeting
on 22 June 2022.

We have completed a substantial amount of our audit.
However, at the time of writing this report, some audit tasks
are still to be completed. Work is remains ongoing as we are
working towards completing the audit by the end of
September.

Subject to outstanding audit work and queries being
resolved appropriately, we anticipate issuing an unqualified
audit opinion however, the timing of when we are able to
issue the opinion is dependant on when the Administering
Authority audit opinion is also ready to be issued. At the time
of writing there are several areas of our work which require
completing in order for us to finalise the audit, these
outstanding items are listed on page 3.



2. Financial Statements

®

Our approach to materiality

The concept of materiality is
fundamental to the preparation of
the financial statements and the
audit process and applies not only
to the monetary misstatements but
also to disclosure requirements and
adherence to acceptable
accounting practice and applicable
law.

Materiality levels remain the same
as reported in our audit plan, which
was presented to the Pensions
Committee on 22 June 2022.

We detail in the table below our
determination of materiality for
Merseyside Pension Fund.

© 2022 Grant Thornton UK LLP.

Pension Fund Amount (£)

Qualitative factors considered

Materiality for the financial 96.496m
statements

We have determined materiality for the audit to be £96.496m (equivalent to
0.9% of net assets for the prior year). This is in line with the industry standard
and reflects the risks associated with the Fund’s financial performance.

Performance materiality 72.372m

Performance materiality drives the extent of our testing and this was set at 75%
of financial statement materiality. Our consideration of performance materiality
is based upon a number of factors:

*  We are not aware of a history of deficiencies in the control environment

* There has not historically been a large number or significant misstatements
arising; and

*  Senior management and key reporting personnel has remained stable from
the prior year audit

Trivial matters 4.825m

This equates to 5% of materiality. This is our reporting threshold to the Pensions
Committee and Wirral’s Audit & Risk Management Committee for any errors
identified.
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2. Financial Statements - Significant risks

Significant risks are defined by ISAs (UK] as risks that, in the judgement of the auditor, require special audit consideration. In
identifying risks, audit teams consider the nature of the risk, the potential magnitude of misstatement, and its likelihood.
Significant risks are those risks that have a higher risk of material misstatement.

This section provides commentary on the significant audit risks communicated in the Audit Plan.

Risks identified in our Audit Plan Commentary

Management override of controls We have:

Under ISA (UK) 240 there is a non-rebuttable presumed risk that ¢  evaluated the design effectiveness of management controls over journals
the risk of management over-ride of controls is present in all

entities. The Fund faces external scrutiny of its spending and
stewardship of funds, and this could potentially place * tested unusual journals recorded during the year and after the draft accounts stage for appropriateness and

corroboration

* analysed the journals listing and determined the criteria for selecting high risk unusual journals

management under undue pressure in terms of how they report
performance. * gained an understanding of the accounting estimates and critical judgements applied made by management and
We therefore identified management override of control, in considered their reasonableness with regard to corroborative evidence

particular journals, management estimates and transactions  «  evaluated the rationale for any changes in accounting policies, estimates or significant unusual transactions.

outside the course of business as a significant risk, which was

one of the most significant assessed risks of material

misstatement. At the time of writing this report we are still completing our testing of journals posted by management during the
year. Management has provided us with all the required information at this stage. Our audit work to date has not
identified any issues in respect of management override of controls.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - Significant risks

Risks identified in our Audit Plan

Commentary

ISA 240 Fraud in Revenue and Expenditure Recognition

Under ISA (UK] 240 there is a rebuttable presumed risk that
revenue may be misstated due to the improper recognition
of revenue.

This presumption can be rebutted if the auditor concludes
that there is no risk of material misstatement due to fraud
relating to revenue recognition.

We have also rebutted the presumption of fraud in
expenditure recognition.

Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Fund, we have determined
that the risk of fraud arising from revenue recognition can be rebutted, because:

* there s little incentive to manipulate revenue recognition
* opportunities to manipulate revenue recognition are very limited

* the culture and ethical frameworks of local authorities, including Wirral Council mean that all forms of fraud are seen as
unacceptable

Therefore, we do not consider this to be a significant risk for Merseyside Pension Fund.

Valuation of Level 3 Investments

The Fund revalues its investments on a quarterly basis to
ensure that the carrying value is not materially different
from the fair value at the financial statements date.

By their nature Level 3 investment valuations lack observable
inputs. These valuations therefore represent a significant
estimate by management in the financial statements due to
the size of the numbers involved (£2,883 million) and

the sensitivity of this estimate to changes in key
assumptions.

Under ISA 315 significant risks often relate to significant non-
routine transactions and judgemental matters. Level 3

investments by their very nature require a significant degree
of judgement to reach an appropriate valuation at year end.

Management utilise the services of investment managers as
valuation experts to estimate the fair value as at 31 March
2022.

We therefore identified valuation of Level 3 investments as a
significant risk, which was one of the most significant
assessed risks of material misstatement.

© 2022 Grant Thornton UK LLP.

We have:
* evaluated management's processes for valuing Level 3 investments

reviewed the nature and basis of estimated values and considered 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 requested year-end confirmations from investment managers

+ for a sample of investments, tested 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. Reconciled those values
to the values at 31 March 2022 with reference to known movements in the intervening period and

* in the absence of available audited accounts, we have 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 financial records
* where available reviewed investment manager service auditor report on design effectiveness of internal controls.

Per the Fund’s accounting policies, year end values for hard to value assets frequently contain 31 December values
adjusted for cash for inclusion in the draft financial statements. As part of our response to the valuation risk the
valuation of the level 3 investments is assessed by the auditor to ensure that the carrying value per the financial
statements is not materially different from the fair value as at the 31 March 2022, which we obtain via external
confirmation from the external fund managers. We would typically expect to see a number of small variances as a
result of this, usually netting out to a relatively small variance. In recent years as a result of Brexit and Covid, these
movements have been more volatile. From the work which we have performed to date the difference between the
valuation of investments per the Fund’s accounts and that per the externally obtained investment confirmations as at
31 March 2022 is £43m. This amount is below performance materiality, however we have asked the Fund to compare the
valuations as at 31/3/22 compared to the accounts for all level 3 investments held. Since this is a factual difference it is
included in Appendix B of this report as an unadjusted misstatement.

We are still finalising our work on this area. We still need to obtain external confirmations, audited accounts and
service auditor control reports for 6 investment fund managers. We also still need to complete our testing on the
audited accounts and service auditor control reports. Where a service auditor control report is not provided alternative
assurance has been gained - see page 21.




2. Financial Statements - Significant risks

Risks identified in our Audit Plan

Commentary

Valuation of Directly Held Property

The Fund revalues its directly held property on a quarterly
basis to ensure that the carrying value is not materially
different from the fair value at the financial statements

date. This valuation represents a significant estimate by
management in the financial statements due to the size of the
numbers involved (£568 million) and the sensitivity of this
estimate to changes in key assumptions.

Management have engaged the services of a valuer to
estimate the current value as at 31 March 2022.

We therefore identified valuation of directly held property,
particularly revaluations and impairments, as a significant risk,
which was one of the most significant assessed risks of
material misstatement.

We have:

evaluated management's processes and assumptions for the calculation of the estimate, the instructions issued to
valuation experts and the scope of their work

evaluated the competence, capabilities and objectivity of the valuation expert
written out to them and discussed with the valuer the basis on which the valuation was carried out

challenged the information and assumptions used by the valuer to assess completeness and consistency with our
understanding

engaged our own valuer to assess the instructions to the Fund’s valuer, the Fund’s valuation report and the assumptions
that underpin the valuation. We can confirm that the external valuer appointed is independent of ourselves and the
Pension Fund

tested, on a sample basis, revaluations made during the year to ensure they have been input correctly into the Fund’s
financial records

where available reviewed investment manager service auditor report on design effectiveness of internal controls.

Our audit work on the valuation of directly held property is still ongoing at the time of writing this report. We are still
finalising our testing of the valuation of a sample of assets and challenge of the Fund’s external valuer. Our audit
work to date has not identified any significant issues or misstatements.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - new issues and

risks

This section provides commentary on new issues and risks which were identified during the course of the audit that were not
previously communicated in the Audit Plan and a summary of any significant deficiencies identified during the year.

Issue

Commentary

Auditor view

IT Control
deficiencies

Our IT audit specialists
have completed a
review of the IT
General Controls in
place in the Oracle
EBS and Altair systems
at the Council and
Pension Fund.

Two significant deficiencies were noted on the review of Oracle EBS which require reporting to TCWG:
1) Inadequate control over privileged/ generic accounts within Oracle EBS

Risk - The excessive use of accounts with privileged access increases the risk of end-users being able to - change system
configuration settings without authorisation and approval - read and modify sensitive data, - create, modify or delete user
accounts without authorisation, - delete or disable system audit logs.

Recommendation - Management should undertake a review of all user accounts on the Oracle EBS to identify all generic/
privileged accounts. For each account identified management should confirm the

- requirement for the account to be active and be assigned privileged access
- which users have access
- controls in place to safeguard the account from misuse.

Where possible, [privileged - generic] accounts should be removed, and individuals should have their own uniquely identifiable user
accounts created to ensure accountability for actions performed. Alternately, management should implement suitable controls to
limit access and monitor the usage of these accounts (i.e. through increased use of password vault tools / logging and periodic
monitoring of the activities performed). Where monitoring is undertaken this should be formally documented and recorded.

Management Response - We note that access to AZN and FND functionality has not been identified on previous audits which have
been undertaken. We have checked a number of responsibilities and can confirm that we have a menu exclusion which prevents
access to AZN functionality we have also checked and can’t find any FND functionality associated with the same responsibilities.
We will undertake a review of our responsibilities and any which we identify as having access to AZN or FND functionality where it is
not necessary, we will implement similar exclusions to prevent access. We have recently performed an audit on all privileged
accounts and either confirmed their access is still required or where appropriate removed unnecessary access or end dated
accounts.

We have reviewed the
deficiencies and noted that
the significant deficiencies
relate mostly to
generic/privileged user
accounts which is not
directly related to journal
postings but more in
relation to system
administration/maintenanc
e. We have reviewed the
users who have posted
journals in the Fund’s
ledger in year and
confirmed that there are
none of the users detailed
in the IT report. There is no
further impact on our audit
approach from review of
the IT findings.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - new issues and
risks continued

Issue

Commentary

Auditor view

IT Control
deficiencies

Our IT audit specialists
have completed a
review of the IT
General Controls in
place in the Oracle
EBS and Altair systems
at the Council and
Pension Fund.

2) Inadequate control over privileged/ generic accounts within Oracle EBS Database

Risk - Users with administrative privileges at Oracle EBS Database have the ability to bypass system-enforced internal control
mechanisms and may compromise the integrity of financial data. The use of generic or shared accounts with high-level privileges
increases the risk of unauthorised or inappropriate changes to the application or database. Where unauthorised activities are
performed, they will not be traceable to an individual.

Recommendation - Management should undertake a review of all user accounts on the Oracle EBS Database to identify all
generic/ privileged accounts. For each account identified management should confirm the

- requirement for the account to be active and be assigned privileged access

- which users have access

- controls in place to safeguard the account from misuse.

Where possible, privileged/ generic accounts should be removed, and individuals should have their own uniquely identifiable user
accounts created to ensure accountability for actions performed. Alternatively, management should implement suitable controls
to limit access and monitor the usage of these accounts (i.e. through increased use of password vault tools / logging and periodic
monitoring of the activities performed). Where monitoring is undertaken this should be formally documented and recorded.
Management response

We acknowledge that there are a small number of privileged generic accounts which are used by our IT Team to undertake certain
roles. Our DBA team use these administration accounts to perform tasks such as starting and stopping databases, managing
memory and storage and creating and managing database user accounts. Accounts have been setup and configured as part of
the EBS implementation and the account details are embedded within many of the operating processes within the system which

make them extremely difficult and high-risk to attempt to remove. As recommended in last years audit review we have recently
enabled additional audit logging by setting:-

* audit_sys_operations to TRUE
¢ audit_trail to DB,EXTENDED

This will provide additional audit logging which will show changes made to our system by privileged user accounts.

We have reviewed the
deficiencies and noted that
the significant deficiencies
relate mostly to
generic/privileged user
accounts which is not
directly related to journal
postings but more in relation
to system
administration/maintenance.
We have reviewed the users
who have posted journals in
the Fund’s ledger in year
and confirmed that there are
none of the users detailed in
the IT report. There is no
further impact on our audit
approach from review of the
IT findings.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - new issues and
risks continued

Issue

Commentary

Auditor view

Journal Authorisation
Processes

Ability to self-authorise journals in the General Ledger

In the course of our work on control environment we have identified that finance team
members within the Pension Fund who have the ability upload journals, also technically
have the ability to approve the same Journals. This is a function of the Oracle EBS General
Ledger system and the way in which it has been developed for use within the Pension Fund
and the Council.

In practice the self authorisation of journals rarely happens, this is corroborated from the
work which we have done in analysing the journals posted by management during the
year. There were only a few occasions in year where this did occur and the Fund have
demonstrated to us that their compensatory control of reviewing journal posting is
effective as they had identified these journals during the year and they have subsequently
reversed them and a new journal with clear segregation of duties had been input into the
ledger.

There have not been any changes to the control environment in year. In the past we had
reported this finding in the Council’s Audit Findings Report, as the Council designs and
administers the General Ledger. However, we have determined it appropriate to report this
control deficiency within the Pension Fund’s Audit Findings Report also.

As users with access to Oracle can post and approve their own
journals, this is required to be recognised as a control deficiency.
We do not deem this a significant deficiency as the Pension Fund
have sufficient controls in place such as; running monthly reports
and reviewing all journals posted in month, which clearly shows
who has posted and approved each journal, performing monthly
budget monitoring against actual performance and the net asset
statement and fund account are reconciled monthly against the
journals reports to ensure no omitted journals postings or
incorrect journals have been posted.

In response to this deficiency we gained an understanding of the
compensatory controls in place at the Fund to ensure that all
journals are reviewed before posting. We target tested any
journals which initially were input and approved by the same staff
member. We also assessed the whether the authorisation
procedures were correctly followed for each journal that was
selected for testing.

The results of this testing remain ongoing, however no issues
have been identified to date.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - key judgements

and estimates

This section provides commentary on key estimates and judgements inline with the enhanced
requirements for auditors.

Item Summary of management’s approach Audit Comments
Level 3 The Pension Fund has investments in Management determine the values of level 3 investments through placing reliance on the expertise of
Investments unquoted equity and pooled investments investment managers.
- £2,883m that in total are valued on the Net Asset As such we have sought confirmations of year end valuations from all main mandate managers. We have
Statement as at 31 March 2022 ot £2,883m. 5, tested a sample of level 3 investments to audited accounts to determine if the values estimated are
These investments are not traded on an reasonable and within our acceptable tolerances based on our expectation derived from the audited
open exchange/market and the valuation of  accounts.
the investment is h|§ghlg subjective due to a Management have disclosed, within Note 5 of the accounts, the uncertainty related to level 3 investments
lack of .observoble inputs. In order to (absolute return funds and private equity) as well as providing a supporting sensitivity analysis within
determmeithe volue., management rely on Note 15 to allow the reader to understand the potential impact on the accounts should the value of those
the valuations pro.wded bg.the general . estimates change.
partners to the private equity funds which
the Fund invests in. Per the Fund’s accounting policies, year end values for hard to value assets frequently contain 31
. . December values adjusted for cash for inclusion in the draft financial statements. As part of our response
The value o.f the investments has increased to the valuation risk the valuation of the level 3 investments is assessed by the auditor to ensure that the
b.g 1‘_“3‘38m n 29?1_22’ Iorgelg. due to carrying value per the financial statements is not materially different from the fair value as at the 31
significant pf33|t|ve chonges. n the market March 2022, which we obtain via external confirmation from the external fund managers. We would
value of the investments, PFIITIGI’HH asa typically expect to see a number of small variances as a result of this, usually netting out to a relatively
result of the markets continuing t? regain small variance. In recent years as a result of Brexit and Covid, these movements have been more volatile.
lost grovx‘/th' asa result of the Covid-19 From the work which we have performed to date the difference between the valuation of investments per
Por}de'mlc In prior years. Howev?r, th.e the Fund’s accounts and that per the externally obtained investment confirmations as at 31 March 2022 is
IT\C]JOI’IJCH of this growth was ottclped in the £43m. This amount is below performance materiality, however we have asked the Fund to compare the
f|rst three qucxrters'of t.he year with the‘ valuations as at 31/3/22 compared to the accounts for all level 3 investments held. Since this is a factual
!mpqct.of the Russian invasion of Ukraine difference it is included in Appendix B of this report as an unadjusted misstatement.
impacting markets as at 31 March 2022 and
reducing growth. We are still finalising our work on this area. We still need to obtain external confirmations, audited
accounts and service auditor control reports for 6 investment fund managers. We also still need to
complete our testing on the audited accounts and service auditor control reports. Where a service auditor
control report is not provided alternative assurance has been gained - see page 21.
® [Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated
[ We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic
[Grey] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious
® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© 2022 Grant Thornton UK LLP.
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Light
Purple




2. Financial Statements - key judgements
and estimates

Item

Summary of management’s approach

Audit Comments

Level 2
Investments
—£1,939m

The Pension Fund have investments in unquoted bonds,
pooled investments and derivatives that in total are valued
on the Net Asset Statement as at 31 March 2022 at £2,2,331m.
The Fund also held investment liabilities of £391m as at 31
March 2022. The net position was £1,939m.

The investments can not be easily reconciled to valuations
recorded on an open exchange / market as the valuation of
the investments involves some subjectivity. In order to
determine the value, management rely on the information
which they are given from the various fund managers.

The net value of the investments has increased by £193m in
2021-22, largely due to net additions and an increase in
market value.

Management determine the value of Level 2 Investments through placing reliance on the expertise
of the various fund managers.

As such we have sought confirmations of year end valuations from all main mandate managers
and also tested a sample of unit values used to value level 2 investments to externally quoted
information sources, or where not quoted, to unit values provided by the investment manager’s

own independent custodian. This work remains ongoing but no issues have been identified to date.

We have also consulted with our specialist valuations team in determining the appropriateness of
the valuation of the derivative investments. Our valuations team are performing their own
valuation of a sample of the derivatives. As at the time of writing our report we are still awaiting
their findings.

Directly held
Investment
Property -
£568m

The Pension Fund has investments in directly held investment
properties that in total are valued on the Net Asset Statement
as at 31 March 2022 at £568m.

In order to determine the value, management engage
independent RICs qualified valuers, Savills, to calculate the
fair value of the properties on the basis of their Market Value.
All of the properties held by the Fund were valued as at
31/3/22.

The value of the investments have increased by £104m in
2021/22, this was largely as a result of increases in the fair
value of the properties on revaluation as at 31/3/22. Included
in the above movement in valuation is also a net increase of
£6m on the portfolio valuation as a result of purchases and
sales throughout the financial year.

Management determine the value of Level 3 direct property investments through placing reliance
on the expertise of the property valuer.

As such we have sought confirmations of year end valuations from the valuer as well as
corresponding with them to understand and assess their skills, competence and independence
from the Fund in valuing the investment properties. We have also evaluated the assumptions used
in the calculation of the estimate as well as the source evidence they relied upon.

We compared movements in individual asset values to movements in market indices and
challenged management on any movements which were outside of our expected range.

As with our prior year audit, we engaged our own auditors expert to assess the instructions
provided to the valuer in comparison to the requirements from CIPFA / IFRS / RICS and also to
assess the valuation methodology and approach, resulting assumptions adopted and any other
relevant points.

We did not identify any issues with the approach or assumptions adopted by the Fund’s external
property valuer.

Assessment

® [Purple] We disagree with the estimation process or judgements that underpin the estimate and consider the estimate to be potentially materially misstated

@ [Blue] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider optimistic

[Grey] We consider the estimate is unlikely to be materially misstated however management’s estimation process contains assumptions we consider cautious

® [Light Purple] We consider management’s process is appropriate and key assumptions are neither optimistic or cautious

© 2022 Grant Thornton UK LLP.
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2. Financial Statements - other
communication requirements

We set out below details of
other matters which we, as
auditors, are required by
auditing standards and the
Code to communicate to
those charged with
governance.

© 2022 Grant Thornton UK LLP.

Issue

Commentary

Matters in relation
to fraud

We have previously discussed the risk of fraud with the Pensions Committee. We have not been made aware of
any incidents in the period and no other issues have been identified during the course of our audit procedures.

Matters in relation
to related parties

We are not aware of any related parties or related party transactions which have not been disclosed. It is noted
that declarations of interest have yet to be received from one member of the Pensions Committee. We are however
satisfied that the fund has appropriate procedures in place to obtain and monitor declarations.

Matters in relation
to laws and
regulations

You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations
and we have not identified any incidences from our audit work.

Written
representations

A letter of representation has been requested from the Pension Fund, which is included separately in the Pensions
Committee papers. We have not requested any additional specific representations from management.




2. Financial Statements - other
communication requirements

© 2022 Grant Thornton UK LLP.

Issue

Commentary

Confirmation
requests from
third parties

We requested direct confirmations from the Fund’s bankers, custodian and all main mandate fund managers, plus
a sample of managers of alternative investments. We are still awaiting confirmations from a number of fund
managers in our level 3 investments sample - see page 7.

Accounting
practices

We have evaluated the appropriateness of the Pension Fund's accounting policies, accounting estimates and
financial statement disclosures. Our review found no material omissions in the financial statements. Updates have
been made to disclosures as a result of findings noted from our Technical team’s hot review of the accounts to
improve the disclosures and their readability.

For key management personnel we have noted that the Fund has used contributions as an estimate for post-
employment benefits. This area is subject to discussion within the sector but the CIPFA example accounts do note
that assuming that most key personnel identified will belong to the LGPS or other defined benefit pension
schemes, disclosure of employer contributions payable in the period will not generally represent an accurate
basis for estimating post-employment benefits. We are satisfied that readers will not be misled by the current
disclosures but have discussed with management and this is an area that will be kept under review.

Audit evidence
and explanations/
significant
difficulties

All information and explanations requested from management was provided. We note that management provided
us with a set of draft financial statements one month in advance of the national deadline for preparing accounts.
We thank management for their assistance in ensuring the smooth execution of the audit.




2. Financial Statements - other
communication requirements

Issue Commentary

Going concern In performing our work on going concern, we have had reference to Statement of Recommended Practice -
Practice Note 10: Audit of financial statements of public sector bodies in the United Kingdom (Revised 2020). The
Financial Reporting Council recognises that for particular sectors, it may be necessary to clarify how auditing
Our responsibility standards are applied to an entity in a manner that is relevant and provides useful information to the users of

As auditors, we are required to “obtain financial statements in that sector. Practice Note 10 provides that clarification for audits of public sector bodies.

sufficient appropriate audit evidence Practice Note 10 sets out the following key principles for the consideration of going concern for public sector
about the appropriateness of entities:

management's use of the going
concern assumption in the
preparation and presentation of the
financial statements and to conclude
whetherthere is a material
uncertainty about the entity's ability

to continue as a going concern” (ISA
(UK] 570]. + for many public sector entities, the financial sustainability of the reporting entity and the services it provides is

more likely to be of significant public interest than the application of the going concern basis of accounting.

* the use of the going concern basis of accounting is not a matter of significant focus of the auditor’s time and
resources because the applicable financial reporting frameworks envisage that the going concern basis for
accounting will apply where the entity’s services will continue to be delivered by the public sector. In such
cases, a material uncertainty related to going concern is unlikely to exist, and so a straightforward and
standardised approach for the consideration of going concern will often be appropriate for public sector
entities

Practice Note 10 states that if the financial reporting framework provides for the adoption of the going concern
basis of accounting on the basis of the anticipated continuation of the provision of a service in the future, the
auditor applies the continued provision of service approach set out in Practice Note 10. The financial reporting
framework adopted by the Pension Fund meets this criteria, and so we have applied the continued provision of
service approach. In doing so, we have considered and evaluated:

* the nature of the Pension Fund and the environment in which it operates

* the Pension Fund's financial reporting framework

* the Pension Fund's system of internal control for identifying events or conditions relevant to going concern

* management’s going concern assessment.

On the basis of this work, we have obtained sufficient appropriate audit evidence to enable us to conclude that:
* a material uncertainty related to going concern has not been identified

* management’s use of the going concern basis of accounting in the preparation of the financial statements is
appropriate.

© 2022 Grant Thornton UK LLP.



2. Financial Statements - other
responsibilities under the Code

Issue

Commentary

Disclosures

No inconsistencies have been identified. We plan to issue an unmodified opinion in this respect - refer to appendix
C.

Matters on which
we report by
exception

We are required to give a separate opinion for the Pension Fund Annual Report on whether the financial
statements included therein are consistent with the audited financial statements. We propose to issue our
‘consistency’ opinion on the Pension Fund’s Annual Report with the opinion on the accounts.

© 2022 Grant Thornton UK LLP.




3. Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence
as auditors that we are required or wish to draw to your attention. We have complied with
the Financial Reporting Council’s Ethical Standard and confirm that we, as a firm, and each
covered person, are independent and are able to express an objective opinion on the
financial statements

Details of fees charged are detailed in Appendix C.

© 2022 Grant Thornton UK LLP.

Transparency

Grant Thornton publishes an annual Transparency Report, which sets out details of the
action we have taken over the past year to improve audit quality as well as the results of
internal and external quality inspections. For more details see Transparency report 2020
(grantthornton.co.uk)




3. Independence and ethics

Audit and non-audit services

For the purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Pension Fund. The following non-audit services were identified.

Service Fees £ Threats identified Safeguards

Audit related

IAS19 procedures for £20,000 Self-Interest (because this The fee for this work is recurring but not significant compared to the audit of the financial statements of
other bodies admitted to (£5,000 base is a recurring fee) £48,000 and in particular relative to Grant Thornton UK LLP’s turnover overall. The fee is fixed based on the
the pension fund Fee plus £1,000 number of admitted bodies. Further, the work is on audit related services and integrated with the testing

for each set of undertaken as part of the audit.

audit These factors all mitigate the perceived self-interest threat to an acceptable level. The Fund has accrued for a
procedures - 15 fee of £20,000 for IAS 19 work. The amount to be recharged is to be confirmed but we are satisfied that the
Expected] Self-review amount disclosed in the accounts would only differ from that which would be recharged by an insignificant
amount.

We have not prepared the financial information on which our assurances will be used by the requesting
auditor. Any decisions whether to change controls over, or edits required to, financial information arising from
our findings will be a matter for informed management

Management

We may make recommendations to the Pension Fund in respect of control weaknesses, in the same way as we
would in an audit of financial statements. Informed management understand the operation of systems and can
challenge our recommendations as appropriate.

Non-audit Related

None

These services are consistent with the Pension Fund’s policy on the allotment of non-audit work to your auditors. All services have been approved by the Pensions Committee. None of the
services provided are subject to contingent fees.

© 2022 Grant Thornton UK LLP.



Appendices



A. Follow up of prior year recommendations

We identified the following issue in the audit of Merseyside Pension Fund's 2020/21 financial statements, which resulted in a
recommendation being reported in our 2020/21 Audit Findings report. We are pleased to report that management have
addressed our prior year recommendation.

Assessment Issue and risk previously communicated Update on actions taken to address the issue
v 2020-21 Audit Findings Report Merseyside Pension Fund have over 200 level 3 investment fund managers. A
During our audit of level 3 investments, it was identified that service auditor control S|gn|flccmt. pr'oportlon of these are not requ'lred t? obta[n a service auditor r.eport
reports are not obtained and reviewed by management for all investment managers due to their size. We have therefore, held d|scus:3|ons with .monogement du.rlr'wg the
used. Management assert that initial Due Diligence and ongoing discussions year to understand the updated arrangements in place with rggords to gaining
between Merseyside Pension Fund and the Investment Managers takes place which assurance that controls at external fund managers are operating effectively.
covers the controls in operation. As part of quarterly valuation processes, There are numerous meetings which take place on monthly and quarterly bases
management also review internal controls for any outlier investment manager where portfolio managers within MPF meet with the investment fund managers to
valuations on a sample basis. Management also obtain reports from investment discuss and review performance at the investment funds. As part of this exercise,
managers on an exception basis where there has been a failure with internal MPF assess internal controls (on sample basis - from those identified in the
controls. quarterly reports) in place; particularly around valuation processes and
There is a risk that controls in place at investment fund managers may have changed methoglologles to assure ’.chemselves that the control enwronm'ent around the
since the point in time which the initial Due Diligence was undertaken and that it is valuation process 'S working, robust and up to.dote. Explonotlons around large
best practice to ensure that there is documented evidence confirming that Net 'Asse't Value write ups/downs are sougbt, discussed |r?ternc1llg, and compared
investment fund managers are maintaining effective controls over the valuation of against industry benchmarks and across intemal portfolios.
Merseyside Pension Fund’s assets. There are compensating controls in place which Also, every investment fund has its own Fair Value Pricing Committee (or similar
reduce this risk; however, they do not cover all investment managers. Therefore, gaps ~ forum) which provides a discussion forum for their internal investment teams and
in assurance remain. the independent valuers to agree write up/down of NAV of a specific investment.
It is recommended that Management obtain and review a service auditor controls As part of MPF's monitoring, th'eg regularly ask for updates on thesgdiscussions
report for each investment manager as part of the financial statements' closedown h?ld at .the FVPC forum. The @nutes Q_m?l updates from these valuothn
procedures. Where investment managers do not have a service auditor control report discussions are also shared with the lelte.d Partners Adwsorg' Committees
covering the audited period, Management should obtain sufficient alternative (LPACs) where there are large movements in NAVs and on odws'org boards where
evidence to satisfy themselves that appropriate controls were in operation for the MPF has on'LPAC seat these minutes and updates are also reviewed by an MPF
period. representative.
Management response As part of our level 3 investments testing this year there were 18 investment funds
where they did not provide us with a service auditor controls report. For each of
Management recognise there is a potential gap in assurance. We will discuss with these investments we have reviewed the documented engagement which MPF
the external auditors on how best to address the issue due to the number of have had with the investment fund throughout the year to satisfy themselves that
investment fund managers which are used by the Fund and the potential impact on appropriate controls in relation to the valuation of assets are in place.
the Pension Fund’s resources. A further update on progress made will be included on X . . . . L
future External Audit reports presented to the Pensions Committee. As at the time of writing this report this work is yet to be finalised.
Assessment

v' Action completed
X  Not yet addresse

d

© 2022 Grant Thornton UK LLP.
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B. Audit Adjustments

We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have

been adjusted by management.

Impact of adjusted misstatements

At the time of writing this report, there have been no unadjusted misstatements identified.

Impact of unadjusted misstatements

All unadjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year ending 31 March 2022.

Fund Net Asset
Account Statement
Detail £°000 £°000

Impact on total
net assets £°000

Reason for not
adjusting

Level 3 Investments £43m £43m

Per the Fund’s accounting policies, year end values for hard to value assets frequently contain 31 December
values adjusted for cash for inclusion in the draft financial statements. As part of our response to the valuation
risk the valuation of the level 3 investments is assessed by the auditor to ensure that the carrying value per the
financial statements is not materially different from the fair value as at the 31 March 2022, which we obtain via
external confirmation from the external fund managers. We would typically expect to see a number of smalll
variances as a result of this, usually netting out to a relatively small variance. In recent years as a result of Brexit
and Covid, these movements have been more volatile.

From the work which we have performed to date the difference between the valuation of investments per the
Fund’s accounts and that per the externally obtained investment confirmations as at 31 March 2022 is £43m. This
amount is below performance materiality, however we have asked the Fund to compare the valuations as at
31/3/22 compared to the accounts for all level 3 investments held. Since this is a factual difference it is included
in Appendix B of this report as an unadjusted misstatement.

We are still finalising our work on this area, the value of the unadjusted misstatement may change once the
further work to review all level 3 investment valuations has been completed.

£43m

Value is below
performance
materiality

Overall impact £43m £43m

£43m

Impact of prior year unadjusted misstatements

There were no adjustments identified during the prior year audit which had not been made within the final set of 2020/21 financial statements.

© 2022 Grant Thornton UK LLP.
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B. Audit Adjustments

Misclassification and disclosure changes

The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.

Disclosure omission Adjusted?

Note 24 Additional Voluntary Contribution (AVC’s) Investments v

At time of finalising the 2020-21 audited accounts the Fund was still awaiting information from third parties in order to finalise the Additional Voluntary Contributions note. As
such no figure was included for prudential in the 2020-21 AVC’s note. The information for 2020-21 was received during the year and so management have restated the prior year
figures in the draft 2021-22 accounts.

Similarly, at the time of preparing the draft accounts, figures for Prudential were not yet available however they have since been received and management have updated the
2021-22 AVC’s note in the revised financial statements.

Annual Report v

As part of our review of the Annual Report, a number of minor presentation and disclosure amendments have been made to the revised Annual Report.

Disclosure changes v

As a result of the review of the accounts by the Manager, EL and our technical team as part of the hot review, a number of disclosure improvements have been made.
Amendments have been made to:

Note 3 - Significant Accounting Policies -~ amendments made to investment management costs policy

Note 5 - Estimation Uncertainty - amendments made to ensure the disclosure covers all asset classes with material uncertainty

Note 15 - Basis of Fair Value - updates made to the basis of valuation descriptions and key sensitivities

Note 17 - Nature and extent of risks from Financial Instruments - extra narrative added to detail how interest rate risk and currency risk are managed

Note 17b - Credit risk - extra disclosure added regarding cash held with fund managers

Note 8 - Transfers In v

During the year, the fund had a material transfer in. This has been disclosed in the table at Note 8 of the draft accounts. However, additional narrative has now been added to
enhance the disclosure as this is a material and one-off transaction.

© 2022 Grant Thornton UK LLP. 23



C. Fees

We confirm below our final fees charged for the audit and provision of non-audit services.

Audit fees Proposed fee Final fee
Pension Fund Audit £48,000 £48,000
Total audit fees (excluding VAT) £148,000 £148,000
Non-audit fees for other services Proposed fee Final fee
Audit Related Services

IAS19 Assurance Letters (£5,000 base fee + £1,000 per letter - 15 £20,000 £20,000
expected)

Total non-audit fees (excluding VAT) £20,000 £20,000

© 2022 Grant Thornton UK LLP.

Audit Fee per the draft financial
statements is £43k. The audit fee has
been calculated based upon an
estimated fee for the year of £61,249
(basis of estimation is final 20/21 audit
fee) plus £12,250 in respect of IAS 19
letters (based on PY fees) less £20,240 of
rebates received from central
government.

The difference between gross total audit
fees for the year charged in the Pension
Fund’s Fund account (per the draft
accounts) of £63k and the total fees to
the left of £68k is £5k. This will be
amended for in the final version of the
Pension Fund’s financial statements.

24



C. Fees

Detailed below is the reconciliation of the scale fee, set by PSAA in 2018, and the final audit fee to be charged for the
financial year which reflects the increased scope and challenge required to be performed in our 2021/22 audit.

Scale fee published by PSAA £28,399

Increases to scale fee for additional work not considered when the scale fee was originally set by PSAA

Raising the bar - increased FRC Challenge £1,875
Reduction in materiality due to audit complexity £2,188
Enhanced audit procedures for Directly held property £2,188
Enhanced audit procedures for Investments £1,750
Appointment of Auditor Expert for Directly held property £3,500
Increased audit requirements of revised ISAs 540 £3,600
Additional work on journals posted by management £2,000
Additional work on derivative investments/liabilities £2,500

Total audit fees (excluding VAT) £48,000

© 2022 Grant Thornton UK LLP.



D. Audit opinion

Our audit opinion is included below. We anticipate we will provide the Pension Fund with an unmodified audit report.

Independent auditor's report to the members of Wirral In auditing the financial stalements, we have concluded that the Chief Finance Officar’s use of the going

Matropnlitan Borough Council on the pension fund financial concern basis of accounting in the preparation of the Pensicn Fund financial statements is appropriate.

statements of Marseyside Pension Fund The responsibilities of the Chief Finance Officer with respect to gaing concern are daescribed in the
‘Responsibilities of the Authority, the Chief Finance Officer and Those Charged with Govemance for the

Opinion financial stalements' section of this report.

We have auvdited the financial statements of Merseyside Pension Fund (the ‘Pensbon Fund') CHher information

administered by Wirral Metropalitan Borough Council (the “Authority') for the year ended 31 March 2022
which comprise the Fund Account, the Nel Assels Statement and notes to the pension fund financial
staternents, including a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and the CIPFA/LASAAC Code of practice on
local authority accounting in the United Kingdom 2021/22.

The Chiel Finance Officer ks responsible for the other information. The other information comprises the
information included in the Statement of Accounts, ather than the Pension Fund's financial statements,
our auditor's report theraon, and our auditor's report on the Authority’s financial statements. Our opinion
on the Pension Fund's financial siatements does not cover the other information and, except 1o the
axtent otherwise explicitly stated in our report, we do not express any form of assurance conclusion

In our opinion, the financial statements: tharaan.

- ghwe a true and falr view of the financial ransactions of the Pension Fund during the year ended 31 In connection with our audit of the Pension Fund's financial statements. our responsibility Is to read the
March 2022 and of the amount and disposition at thal date of the fund's assets and llabilities, other other information and, in doing so, consider whether the other information is materially inconsistent with
than liabillties to pay promised retiremant banafits afler the end of the fund year, the Pension Fund's financial stalements, or our knowledge of the Pension Fund oblained in the audit or

- have been properly prepared in accordance with the CIPFALLASAAC Code of practice on local olherwise appears to be materially misstated. If we dentify such material inconsistencies or apparent
autharity accounting in the United Kingdom 2021/22; and materal misstatements, we are required to determine whether there is a material misstatement in the

2 : Pension Fund financial statements or a material misstatement of the other information. If, based on the
+ have besn prepared inaccordance with the requirements of the Local Audit and Accountability Act work we have performed, we conclude that there is a material misstalement of the ather infarmation, we
2014, are required o report that fact.

Basis for opinion We have nothing o report in this regard.

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK)) and Opinion on other matter required by the Code of Audit Practice (2020) published by the National

applicable law, as required by the Code of Audit Practice (2020) (“the Code of Audil Practice”} approved Audit Office on behalf of the Comptrolier and Auditor General {the Code of Audit Practice)

by the Compiroller and Auditor General. Our responsibiliies under those standards are further i

described in the ‘Auditor's responsibilities for the audit of the financial statements’ saction of our report. In ouwr opinion, based on the work undertaken in the course of the awdit of the Pension Fund's financial

We are independent of the Autharity in accordance with the ethical requirements that are relevant o our statements and our knowledge of the Pension Fund, the other information published together with the

audit of the Pension Fund's financial statements in the UK. including the FRC's Ethical Standard, and Pension Fund's financial statements in the Statement of Accounts, for the financial year for which the

we have fulfiled our other ethical responsibilities in accordance with these requirements. We believe financial stalements are prapared is consistent with the Pension Fund financial statemants.

that the audit evidence we have ablained i sufficlent and appropriate to provide a basis for our apinion. )
Matters on which we are required to report by exception

Conclusions relating to going concern Under the Code of Audit Practics, we are required to repert te you if:
We are responsible for concluding on the appropriateness of the Chief Finance Officer’s use of the * we issue a report in the public interest under section 24 of the Local Audit and Accountability Act
golng concern basls of accounting and, based on the audit evidence ablained, whether a materkal 2014 in the course of, or at the conclusion of the audit; or

uncertainly exists related to events or conditions thal may cast significant doubt on the Pension Fund's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our report o the related disclosures In the financial stalements or, if such

« we make a written recommendation Lo the Authority under section 24 of the Local Audit and
Accountability Act 2014 In the course of, or al the conclusion of the audit; or

disclosures are Inadequate, to medify the auditor's apinlon. Our conclusions are based on the audit = we make an application to the court for a declaration that an tem of account is contrary (o law under
avidence oblained up to the date of our report. However, fulure events or conditions may cause the Section 28 of the Local Audit and Accountability Act 2014 in the course of, or al the conclusion of the
Pansion Fund lo cease 1o continue as a going concerm. audit, or;

In our evaluation of the Chief Finance Officer's conclusions, and in accordance with the expectation set = we jssue an advisory notice under Section 29 of the Local Audit and Accountabllity Act 2014 in the
oul within the CIPFA/LASAAC Code of practice on local authority accounting in the United Kingdom course of, or at the conclusion of the audit: or

2021/22 that the Pension Fund's financial statements shall be prepared on a going concem basis, we «  we make an application for judicial review under S 31 of the I Audit and Accountability Act
considered the inherent risks associated with the continuation of services provided by the Pension 2014, in the courss of, or at tha conclusion of the audit.

Fund. In doing 50 we had regard to the guidance provided In Practice Note 10 Audit of financial

staternents and regularity of public sector bodies in the United Kingdom (Revised 2020) on the We have nothing to report in respect of the above matters in relation 1o the Pension Fund.

application of ISA (UK) 570 Going Concermn o public saclor antitles. We ther bleness

Responsibilities of the Authority, the Chief Finance Officer and Those Charged with Governance

of the basis of preparation used by the Autharity in the Pension Fund financial statements and the
for the financial statements

disclosures in the Pension Fund financial staterments over the going concern period.
As axplained more fully in the Statement of Responsibilities, the Authority is required o make
arrangaments for the proper administration of its financial affairs and to secure that cne of its officers
has the respansibility for the administration of those affairs. In this authority, that officer is the Chief
Finance Officer. The Chief Finance Officer is responsible for the preparation of the Statement of
Accounis, which Includes the Pension Fund's financial statements, In accordance with proper practices
as sel oul in the CIPFA/LASAAC Cade of practice on local authority accounting in the United Kingdom

Based on the work we have performad, we have not identified any material uncertainties relating to
events or conditions that, individually ar collectively, may cast significant doubt on the Pension Fund's
ability to conlinue as a going concern for a perod of al least twelve months from when the financial
staternenis are authorised for issue.
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D. Audit opinion

2021/22, for being satisfied that they give a true and fair view, and for such internal control as the Chisf
Finance Officer delermines ks necessary 1o enable the preparation of inanckal statements that are free
from material misstatement, whether due to fraud or arror.

In preparing the Pension Fund's financial statements, the Chiel Finance Officer Is responsible for
assessing the Pansion Fund's abllity to conlinue as a golng concarn, disclosing, as applicable, matlers
related 1o golng concern and using the going concern basis of accounting unless there is an intention by
governmeant thal the services pravided by the Penslan Fund will no longer be pravided.

The Audit & Risk Management Commilles & Those Charged with Governance for the Pension Fund.
Those charged with governance are responsible for overseeing the Authority's financial reporting
process.

Audltor's responsibllities for the audit of the financial statements

Our objectives are lo oblain reasonable assurance aboul whether the Pension Fund's financial
staternents as a whole are free from material misstatermaent, whether due to fraud or error, and o issue
an auditor's report that Includes our opindon. Reasonable assurance is a high level of assurance, bul is
nol a guarantee thal an audit conducted In accordance with 1SAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
Iindividually or in the aggregaie, they could reasonably be expecied io Influence the economic decisions
of users taken on the basis of these financlal statements.

A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council's website at: www frc org ukiavdilorsresponsibilities. This description forms
part of our audilor's report.

Explanation as o what exient the audit was considered capabie of detecting irregularties, including
Trawd

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
proceduras in line with our responsibilities, outlined above, 1o detect material misstatements in respact
of irregularities, including fraud. Owing to the inherent limitations of an awdit, there is an unavoidable risk
that material misstalements in the financial staternents may nat be delected, even though the audit is
properly planned and performed in accordance with the 1S5As (UK).

The extant o which our procedures are capable of datecting Irregularities, including fraud is detailed
berbow:

* We obtained an understanding of the legal and regutatory frameworks that are applicable to the
Pension Fund and determined that the most significant which are directly relevant 1o specific
asserlions in the financial statements, are those ralated to the reporting frameworks {intermational
accounting standards as interpreted and adapted by the CIPFA/LASAAC Code of practice on local
authority accounting in the United Kingdom 2021/22, The Local Audit and Accountability Act 2014,
the Accounts and Audit Regulations 2015, the Public Service Pensions Act 2013, The Local
governmant Pension Scheme Regulations 2013 and the Local Government Pension Scheme
(Management and Investiment of Funds) Regulations 2016.

»  We enquired of senior officers and the Pensions Committee, conceming the Authority’s policies and

procedures relating o:
—  the identification, evaluation and compliance with laws and regulations;

— the detection and response 1o the risks of fraud; and

— the eslablishment of internal controls to mitigate risks related to fraud or non-compliance with
laws and regulations._

=  Wa enquired of senior officers,_ internal avdit and the Pensions Committes, whether they were aware
of any Instances of non-compliance with laws and regulations or whether they had any knowledge of
aclual, suspected or alleged fraud.

= Wa assessed the susceplibility of the Penston Fund's financial statements to material misstatement,
Including how fraud might occur, by evaluating officers’ incentives and opportunities for manipulation
of the financial statements. This included the evaluation of the risk of management override of
controls. We determined that the principal risks were in relation 1o

G Thormon UKLLE 8
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— Journals, in particular with regard to manual journals, thosa journals over 20x materiality, journals
posted after the year end date which have an impact on the Fund's financial position, as well as
any journaks made by infrequent posters, senior managemant personnal or selfl-approved.

— The appropriateness of assumptions applied by management in determining significant
aceounting estimates, such as the valuation of level 2 and 3 investments as well as the valuation
of directly held investment properties.

Our audit procedures involved:

—  avaluation of the design effectiveness of controls that the Chief Finance Officer has in place o
prevent and detect fraud:

— joumnal entry testing, with a focus on manually posted journais, those journals over 20x
materiality, journals posted after the year end date which have an Impact on the Fund's financial
position, as well as any journals made by Infrequent posters, senior management personnel of
sall-approved.

— challenging assumplions and judgements made by management in its significant accounting
eslimates in respect of level 2 and 3 investments and directly held investment property.

— assessing the extent of compliance with the relevant laws and regulations as part of our
procadures on the related fnancial statement item.

These audit procedures were designed Io provide reasonable assurance that the financial
siaternents were free from fraud or error. The risk of nol detecting a material misstatemant due to
fraud is higher than the risk of not detecting one resulling from error and delecting iregularities that
result from fraud is inherently more difficult than detecting those that resull from error, as fraud may
invalve collusion, delibarate concealment, forgery or intentional misrepresentations. Also, the furthar
removed non-compliance with laws and requlations is from evenls and transactions reflected in the
financial stalements, the less Hkely we would become aware of L

The team communications in respact of potential non-compliance with relevant laws and regulations,
Including the potantial for fraud In revenus and expenditure recognition, and the significant
accounting estimates related 1o the valuation of level 2 and 3 investments and directly hedd
Investment property.

Our assessment of the approprialeness of the collective compelence and capabilites of the
engagement team Included conslderation of the engagement leam's.

— undarstanding of, and practical axparience with audit engagemants of a similar nature and
complexity through appropriate training and participation

— knowledge of the local government pensions sector

- undarstanding of the legal and regulalory requifements spacilic to the Penslon Fund including:
- the provisions of the applicable legisiation
— guidance issued by CIPFA, LASAAC and SOLACE
—  Ihe applicable statulory provisions.

In assessing the potential risks of material misstatement, we oblained an understanding of:

— 1he Pension Fund's operations, including the nature of ils income and expenditure and its
sarvices and of its objectives and sirategies to understand the classes of transactions, account
balances, axpected financial statement disclosures and business risks thal may resull in risks of
material misstatemant

— the Authority’s control environment, including the policies and procedures implemented by the
Authority to ensure compliance with the requirements of the financial reparting framework.
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D. Audit opinion

Use of our report

This repar Is made solaly to the membears of the Authority, a a body, In accordance with Pant 5 of the
Local Audit and Accountability Act 2014 and as set out in paragraph 43 of the Statement of
Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments Limited.
Owir audit work has been underiaken so that we might state 1o the Authority's members those matters
wa are required 1o state to them i an auditor's report and for no other purpose. To the fullest axtant
permited by law,. we do not accept or assume responsibility o anyone other than the Authority and the
Authority’s members as a body, for our audit work, for this report. or for the opinions we have formed.

[Signatura]
Sarah lranmanger, Key Audit Partner

for and on behalf of Gramt Thormton UK LLP, Local Auditor

Manchester

[Date]
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