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This Audit Findings presents the observations arising from the audit that are
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financial reporting process, as required by International Standard on Auditing (UK)
260. Its contents will be discussed with management and the Audit Committee.

Name: Grant Patterson
For Grant Thornton UK LLP
Date: 7 Sept 2023

Commercial in confidence

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. Itis not
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.

Grant Thornton UK LLP is a limited liability
partnership registered in England and Wales:
No.OC307742. Registered office: 30 Finsbury Square,
London, EC2A 1AG. A list of members is available
from our registered office. Grant Thornton UK LLP is
authorised and regulated by the Financial Conduct
Authority. Grant Thornton UK LLP is a member firm
of Grant Thornton International Ltd (GTIL). GTIL and
the member firms are not a worldwide partnership.
Services are delivered by the member firms. GTIL
and its member firms are not agents of, and do not
obligate, one another and are not liable for one
another’s acts or omissions.
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1. Headlines

This table Financial Statements
summarises the key

ﬁﬂdiﬂgs and other  under International Standards ~ Our audit work was completed remotely during July-September. Our findings are summarised on pages 5 to 13.
isi . A ) e have not identified any adjustments to the financial statements that impact upon the Pension Fund’s reported financia
matters arisin ;“t}“d'tl(x%[t'%;] O”EJ'NtA*g] We h dentified any adj he f | hat impact upon the P Fund’s reported f |
ational Audi ice "
osition.

from the statutory  code of Audit Practice (the ~ © oo

dit of Sh hi Code'"), we are required to report Whilst we have not identified any material differences however we have identified £10.063m of differences in the valuation
audit o ropshire whether, in our opinion: of the Fund’s investments disclosed in the financial statements at 31 March 2023 and the valuation statements received
from the third-party investment managers. We recognise this is primarily driven by timing differences on closing down the
financial statements and receipt of these valuation statements, although we have also noted that for the past three years
the roll forward approach used on HarbourVest’s private equity portfolio and Global Infrastructure’s infrastructure has
driven the majority of the differences.

COUI’]tH Pension the Pension Fund’s financial

Fund [‘the Pension statements give a true and

N (¢ . fair view of the financial
Fund ] [ the Pen8|on transactions of the Pension

Fu nd’] and the Fund during the year ended Management are proposing not to amend the financial statements on the basis that the differences are not material (0.56%
reparation of the 31 March 2023 and of the of investment assets) and the Pension’s Committee and Audit Committee will be asked to confirm their agreement.

P p , amount and disposition at  Audit adjustments are detailed in Appendix D.

Pension Fund’s that date of the fund’s assets

We have not raised new recommendations for management as a result of our audit work (Appendix B). As noted below there
is some work to be finalised and whilst we do not anticipate recommendations arising from this if significant matters arise
we will communicate these separately. Our follow up of recommendations from the prior year’s audit are detailed in
Appendix C.

. . and liabilities, other than
financial liabilities to pay promised
statements for the retirement benefits after the

end of the fund year; and
year ended 31 Our work is substantially complete and there are no matters of which we are aware that would require modification of our

March 2023 for the ) ?nagiciizgsgzpﬁirtlg t;;\rspored audit, subject to the following outstanding matters;

attention of those CIPFA/LASAAC code of * Receipt of the final report from our IT team on the IT systems used by the Fund and the Council;

practice on local authority * Finalisation of our Benefits and Contributions testing;
accounting and prepared in

charged with
Receipt of LGIM bespoke fund listing and LGPS Central controls report;

governance. accordance with the Local
Audit and Accountability Act *  Receipt of management representation letter {shared separately}; and
201 * Review of the final set of financial statements.

We have concluded that the other information to be published with the financial statements, is consistent with our
knowledge of your organisation and the financial statements we have audited.

Our anticipated opinion on the financial statements will be unmodified.

Whilst our work on the Pension Fund financial statements is complete, we will be unable to issue our final audit opinion on
the Pension Fund financial statements until the audit of the Administering Authority is complete.

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. Due to statutory deadlines the Pension Fund Annual
Report is not required to be published until 1 December 2023 and therefore this report has not yet been produced. We have
therefore not given this separate opinion at this time and are unable to certify completion of the audit of the administering
authority until this work has been completed.

© GrantThornton UK LLP. 3
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1. Headlines

National context - audit backlog

Nationally there have been significant delays in the completion of audit work and the issuing of audit opinions across the local government sector. Only 12% of local government bodies had
received audit opinions in time to publish their 2021/22 accounts by the extended deadline of 30 November. There has not been a significant improvement over this last year, and the
situation remains challenging. We at Grant Thornton have a strong desire and a firm commitment to complete as many audits as soon as possible and to address the backlog of unsigned
opinions.

Over the course of the last year, Grant Thornton has been working constructively with DLUHC, the FRC and the other audit firms to identify ways of rectifying the challenges which have

been faced by our sector, and we recognise the difficulties these backlogs have caused authorities across the country. We have also published a report setting out our consideration of the
issues behind the delays and our thoughts on how these could be mitigated. Please see About time? (grantthornton.co.uk)

We would like to thank everyone at the Pension Fund for their support in working with us to ensure the Pension Fund’s audit has not fallen behind and to seek finalisation of our work by the
end of September 2023, in line with our planned timeline.

Local context - triennial valuation

Triennial valuations for local government pension funds have been published. These valuations, which are as at 31 March 2022, provide updated information regarding the funding position
of the Pension Fund and set employer contribution rates for the period 2023/24 - 2025/26. For the Pension Fund, the valuation was undertaken by Mercer, and showed that the solvency
funding level is 99%.The results of the latest triennial valuation are reflected in Note 40 to the financial statements. These valuations also provide updated information for the net pension
liability on employer balance sheets.

We have performed testing of the completeness and accuracy of triennial valuation source data. This was to support our work on the other information disclosures made in the Pension Fund
accounts and for providing assurances to auditors of employer bodies. As part of this work, we tested a sample of 256 members drawn from the pensioners, deferred and active populations
and found the source data to be complete and accurate. This additional testing is only required after each triennial review, rather than annually. See Appendix E for the impact of this work
on our 2022/23 audit fee.

© GrantThornton UK LLP. 4
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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 will be discussed with management and
the Pensions Committee.

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.

For Shropshire County Pension Fund, the Audit Committee is
formerly those charged with governance. However, in
practice the Pension Committee fulfils the role of those
charged with governance i.e. it considers the draft financial
statements and is part of the overall member oversight
process and recommends adoption of the financial
statements to the Audit Committee. We have therefore
determined the Pensions Committee as the body we would
communicate with and copy our reports to the Audit
Committee.

© GrantThornton 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; and

* 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 altered our audit plan, as communicated to you on
23 June 2023, to reflect a change of the planning
materiality for Fund Account transactions. We determined
that as finalisation of our planning work had not identified
any internal controls issues it was appropriate to move this
towards the higher end of our acceptable range of 5-10%.
The planning materiality was therefore revised upwards
from 5% (E£4.25m) to 7.5% (£8.5m) of the Pensions Fund’s
total expenditure.

Commercial in confidence

We have substantially completed our audit of your financial
statements and subject to outstanding queries being
resolved, we anticipate issuing an unqualified audit opinion.
We cannot issue our opinion until audit work on the
Council’s accounts (as Administering Authority and whose
accounts the Pension Fund’s accounts form part of) has
been completed and therefore we anticipate this being in
November 2023 These outstanding items include:

* receipt of management representation letter

* receipt and review of the final version of the Annual
Report; and,

* review of the final set of financial statements.

Acknowledgements

We would like to take this opportunity to record our
appreciation for the assistance provided by the Treasury
and Pension Team staff.



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 on 23 June
2023. We have revised the performance
materiality percentage for fund
account transactions from 5% to 7.5%
as there were no increased risk
identified.

We set out in this table our
determination of materiality for the
Pension Fund.

© GrantThornton UK LLP.

Pension Fund
Amount (£)

Commercial in confidence

Qualitative factors considered

Materiality for the financial
statements

£27m

We determined materiality for the audit of the Pension Fund’s financial statements
as a whole to be £27m, which is approximately 1.25% of the Pension Fund’s net
assets as at 31 March 2023. This benchmark is considered the most appropriate
because we consider users of the financial statements to be most interested in
security and value of the Pension Fund’s assets.

Performance materiality

£20.55m

We have determined £20.25m (75% of materiality) to be an appropriate level for
Performance Materiality. The Pension Fund has a stable, experienced team with no
history of accounting issues and this continues to be the case.

Trivial matters

£1.35m

We deem matters below 5% of materiality to be sufficiently trivial not to warrant
drawing to the attention of the Pensions Committee.

Materiality for fund account

£8.5m

We determined materiality for the fund account transactions based on 7.5% of
total expenditure as at 31 March 2023.




Commercial in confidence

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 Below is a summary of the work performed:
Under ISA (UK) 240 there is a non-rebuttable presumed risk that the risk of management over-ride of controls
is present in all entities. The Fund faces external scrutiny of its stewardship of funds and this could
potentially place management under undue pressure in terms of how they report performance.

evaluated the design and implementation of management controls over journals

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

We therefore identified management override of controls, in particular journals, management estimates and  «  identified and tested unusual journals made during the year and the accounts
transactions outside the course of business as a significant risk, which was one of the most significant production stage for appropriateness and corroboration

assessed risks of material misstatement. * gained an understanding of the accounting estimates and critical judgements

applied by management and considered their reasonableness.

No changes have been identified to the accounting policies and the estimation
process for the valuation of the defined benefit schemes and plan assets.

Our audit work has not identified any significant issues in respect of management
override of controls.

Improper revenue recognition There were no changes to our assessment reported in the audit plan and the

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be misstated due to the improper audit work performed did not identify any issues in respect of revenue

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

* thereis little incentive to manipulate revenue recognition
* opportunities to manipulate revenue recognition are very limited

* the culture and ethical frameworks of local authorities, including the London Pensions Fund Authority,
mean that all forms of fraud are seen as unacceptable

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

Fraud in Expenditure Recognition There were no changes to our assessment reported in the audit plan and the audit
Practice Note 10 suggests that the risk of material misstatement due to fraudulent financial reporting that work performed did not identified any issues in respect of expenditure recognition.
may arise from the manipulation of expenditure recognition needs to be considered, especially an entity

that is required to meet financial targets. Having considered the risk factors relevant to the Pension Fund

and the relevant expenditure streams, we have determined that no separate significant risk relating to

expenditure recognition is necessary, as the same rebuttal factors listed above relating to revenue

recognition apply.

We therefore do not consider this to be a significant risk for the Pension Fund.

© GrantThornton UK LLP. 7
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2. Financial Statements: Significant risks

Risks identified in our Audit Plan

Commentary

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 measurable
inputs. These valuations therefore represent a significant estimate by
management in the financial statements due to the size of the numbers
involved 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 and/or custodians
as valuation experts to estimate the fair value as at 31 March 2023.

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

Below is a summary of the work performed:
+ evaluated management’s process for valuing Level 3 investments

* reviewed the nature and basis of estimated values and considered the assurance management has over
the year end valuations provided for those types of investments, to ensure that the requirements of the
Code are met

* independently requested year-end confirmations from investment managers and the custodian and
considered the role played by the custodian in asset valuation

+ 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, reconciling those values to the values at 31 March 2023 with reference to known movements in
the intervening period where necessary.

* tested valuations made during the year to see if they had been input correctly into the Pension Fund’s
asset register

* where available, reviewed investment manager service organisation reports on design effectiveness of
internal controls. Identify the key valuation controls at the fund managers (and where appropriate the
custodians) and consider the design effectiveness of the controls through enhanced documentation of our
consideration of the relevant controls reports.

Our audit work identified that the actual value of investments as at 31 March 2023 had risen by £10.053m
from that estimated in the accounts. This was largely attributed to £9.97m increase in Level 3 asset values
and a £0.086m increase in Level 2 assets. The largest movement in Level 3 assets was related to
HarbourVest’s private equity portfolio (£8.4m) and Global Infrastructure’s infrastructure portfolio (£1.29m)
final capital statements not being available when the Pension Fund’s accounts presented for audit were
closed down. Timing differences such as this are not unusual within Pension Funds. The difference is 0.6% of
total investment assets and less than 50% of our performance materiality. Management has determined not
to amended the Pension Fund’s Statement of Accounts on the basis that the difference is not materially
quantitatively or qualitatively to readers of the accounts.

© GrantThornton UK LLP.
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2. Financial Statements: key judgements
and estimates

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

Significant judgement or
estimate

Summary of management’s approach

Audit Comments Assessment

Level 3 Investments - £590.2m

The Pension Fund has investments in unquoted equity and pooled investments vehicles that
in total are valued on the net assets statement as at 31 March 2023 at £590.2million.

These investments are not traded on an open exchange/market and the valuation of the
investment is highly subjective due to a lack of observable inputs. In order to determine the
value, management rely on the valuation that the investment managers provides.

Northern Trust is the pension fund’s custodian, their role is the safeguarding and keeping
assets records. The valuation of the funds is provided by the investment managers.

Service auditor reports for investment managers and custodians were obtained and
considered by management at the pension fund.

The value of the investment has increased by £66.4m in 2022/23, this is largely due to
sales, transfers, purchases and change in the market value for these funds.

Management determine the value of
level 3 investments through placing
reliance on the expertise of the
investment managers. We have
performed an assessment of
management’s expert i.e. Investment
manager.

In addition to the investment manager
confirmations at year end; we have
obtained latest audited accounts and
reviewed cash flow movements to 31
March 2023.

We have also tested a sample of Level
3 investments to audited accounts
and final capital statements to
determine if the values estimated are
reasonable.

Please see our findings on page 8
where we identified a £9.97m change
in the final value of the private equity
and infrastructure portfolio from the
estimated value in the accounts (1.7%
of L3 investments and 0.5% of total
Fund investments).

Assessment

® [Dark 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

© GrantThornton UK LLP.
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2. Financial Statements: key judgements
and estimates

Significant judgement or estimate = Summary of management’s approach Audit Comments Assessment
Level 2 Investments - £1,147.4m The Pension Fund have investments in pooled investments that in total are valued on the Management determine the value
net assets statement as at 31 March 2023 at £1,147 4million. of level 2 investments through
The investments are valued using the closing bid price where bid prices and offer prices pIocEmg reliance on the expertise of
are published or where the funds are index tracked, these are based on the market quoted the investment managers. We have
prices of the underlying securities. As the pooled investments fund invested in are mainly performed Gn’ossessment of
bonds, equities and fixed interest quoted prices are easily obtained in the market. management's expert i.e.
Investment manager.
The value of the investment has decreased by £81.9m in 2022/23 due to performance of . .
the funds in the market. In addition to Fhe m.vestment
manager confirmations at year
end; we have independently
obtained the quoted price as at
year end and compared it to the
investment manager’s price. Where
prices could not be obtained we
obtained the latest audited
accounts and reviewed the
unaudited valuation.
We have also tested a sample of
level 2 investments to determine if
the values estimated are
reasonable.
No findings have been identified in
our testing
Assessment
® [Dark 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
© GrantThornton UK LLP. 10
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2. Financial Statements: key judgements
and estimates

Significant judgement or estimate

Summary of management’s approach

Audit Comments Assessment

Level 1Investments - £506.4m

The Pension Fund have investments in pooled investments, cash and other deposits that in
total are valued on the net assets statement as at 31 March 2023 at £5606.4million.

The investments are valued using the closing bid price where bid prices and offer prices
are published, these are based on the market quoted prices of the underlying securities. As
the pooled investments fund invested in are mainly equities and fixed interest quoted
prices are easily obtained in the market.

The value of the investment has decreased by £69.7m in 2022/23 due to performance of
the funds in the market.

Management determine the value
of level 1investments through
placing reliance on the expertise of
the investment managers.

In addition to the investment
manager confirmations at year
end; we have independently
obtained the quoted price as at
year end and compared it to the
investment manager’s price.

We have also tested a sample of
level 1investments to determine if
the values estimated are
reasonable.

No findings have been identified in
our testing

Assessment

® [Dark 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

© GrantThornton 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.

© GrantThornton 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 other 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.

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 in the Committee papers.

Audit evidence and
explanations

All information and explanations requested from management was provided.

Confirmation
requests from
third parties

We send confirmation requests to all investment managers. The number of requests sent were 11 and all of these
requests were returned with positive confirmation. LGPS Central Ltd response was only received on 31 August
2023. We are completing our audit procedures in respect of reviewing these confirmations but at the time of
drafting this report no matters have been identified.

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.
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2. Financial Statements:
other communication requirements

Issue

Commentary

Going concern

Our responsibility

As auditors, we are required to “obtain
sufficient appropriate audit evidence
about the appropriateness of
management's use of the going
concern assumption in the
preparation and presentation of the
financial statements and to conclude
whetherthereis a material
uncertainty about the entity's ability
to continue as a going concarn” (ISA

(UK) 570).

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 standards are
applied to an entity in a manner that is relevant and provides useful information to the users of financial statements in
that sector. Practice Note 10 provides that clarification for audits of public sector bodies.

Practice Note 10 sets out the following key principles for the consideration of going concern for public sector entities:

* 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

* 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.

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.

© GrantThornton UK LLP.
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2. Financial Statements:
other responsibilities under the Code

Issue Commentar i ’
C} i W Vi
Other information The Pension Fund’s accounts form part of the Council’s financial statements. We are required to read any other ’

information published alongside the Council’s financial statements to check that it is consistent with the Pension

|
Fund financial statements on which we give an opinion and is consistent with our knowledge of the Authority. We !’
will provide the comment once we have completed our work on the Administering Authority’s accounts. v, 5

Matters on which We are required to give a separate opinion for the Pension Fund Annual Report on whether the financial Iy
we report by statements included therein are consistent with the audited financial statements. We propose to issue our .

exception ‘consistency’ opinion on the Pension Funds Annual Report once we have completed our work on the Administering
Authority’s accounts.

|

© GrantThornton UK LLP. i
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3. Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence

) ) - ) . Transparency
as auditors that we are required or wish to draw to your attention and consider that an . . .
objective reasonable and informed third party would take the same view. We have complied Grgnt Thornton publishes an annual Tronsporencg Rep?r‘t, thCh sets out details of the
with the Financial Reporting Council's Ethical Standard and confirm that we, as a firm, and .GCt'OH we have taken over.thg past year toimprove QUd.'t quality as well as the resuits 'Of
each covered person, are independent and are able to express an objective opinion on the internal and external quality inspections. For more details see Grant Thornton International
financial statements Transparency report 2023.

Further, we have complied with the requirements of the National Audit Office’s Auditor
Guidance Note O1issued in May 2020 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed in Appendix E.

© GrantThornton UK LLP. 15
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3. Independence and ethics

Audit and non-audit services

The following audit services were identified which were charged in the current financial year, as well as the threats to our independence and safeguards that have been applied to mitigate
these threats. Note that fees for IAS 19 letters for employer body auditors were classed as non-audit fees prior to 2022/23. The National Audit Office have confirmed that the provision of I1AS 19
assurances should be considered work undertaken under the Code of Audit Practice for 2022/23 onwards.

Service Fees £ Threats identified Safeguards

Audit related

IAS 19 Assurance letters for 1,100 Self-interest (because Fees for IAS 19 letters for employer body auditors were classed as non-audit fees prior to 2022/23. The National Audit
Admitted bodies this is a recurring fee) Office have confirmed that the provision of IAS 19 assurances to auditors of local government and NHS bodies should
be considered work undertaken under the Code of Audit Practice for 2022/23 onwards.

Provision of IAS 19 assurances to auditors of any other type of entity remains non-Code work. This applies to
Shropshire Towns and Rural Housing Ltd (STAR Housing). The specific fee for STAR Housing is £1,100. For comparison,
the total fee for IAS 19 work in 2022/23 is £10,400 (including STAR Housing) compared to £8,000 in 2021/22.

The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee
proposed for this work of £1,100 in comparison to the total fee for the audit of £39,952 and in particular relative to
Grant Thornton UK LLP’s turnover overall is low. Further, it is a fixed fee and there is no contingent element to it. These
factors all mitigate the perceived self-interest threat to an acceptable level.

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.

© GrantThornton UK LLP. 16
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3. Independence and ethics

As part of our assessment of our independence we note the following matters:

Matter Conclusion

Relationships with Grant Thornton We are not aware of any relationships between Grant Thornton and the Pension Fund that may reasonably be thought to bear
on our integrity, independence and objectivity.

Relationships and Investments held by individuals We have not identified any potential issues in respect of personal relationships with the Pension Fund held by individuals.

Employment of Grant Thornton staff We are not aware of any former Grant Thornton partners or staff being employed, or holding discussions in respect of
employment, by the Pension Fund as a director or in a senior management role covering financial, accounting or control related
areas.

Business relationships We have not identified any business relationships between Grant Thornton and the Pension Fund.

Contingent fees in relation to non-audit services No contingent fee arrangements are in place for non-audit services provided.

Gifts and hospitality We have not identified any gifts or hospitality provided to, or received from, a member of the Pension Committee, Pensions

Board, senior management or staff that would exceed the threshold set in the Ethical Standard.

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 and consider that an objective
reasonable and informed third party would take the same view. The firm and each covered person have complied with the Financial Reporting Council’s Ethical Standard and confirm that we
are independent and are able to express an objective opinion on the financial statements

© GrantThornton UK LLP.
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Appendices

Commercial in confidence

A.Communication of audit matters to those
charged with governance

Our communication plan

Audit
Plan

Audit
Findings

Respective responsibilities of auditor and management/those
charged with governance

Overview of the planned scope and timing of the audit, form,
timing and expected general content of communications
including significant risks

Confirmation of independence and objectivity

A statement that we have complied with relevant ethical
requirements regarding independence. Relationships and other
matters which might be thought to bear on independence. Details
of non-audit work performed by Grant Thornton UK LLP and
network firms, together with fees charged. Details of safeguards
applied to threats to independence

Significant findings from the audit

Significant matters and issue arising during the audit and written
representations that have been sought

Significant difficulties encountered during the audit

Significant deficiencies in internal control identified during the
audit

Significant matters arising in connection with related parties

Identification or suspicion of fraud involving management and/or
which results in material misstatement of the financial statements

Non-compliance with laws and regulations

Unadjusted misstatements and material disclosure omissions

Expected modifications to the auditor's report, or emphasis of
matter

© GrantThornton UK LLP.

ISA (UK] 260, as well as other ISAs (UK), prescribe matters which we are required to
communicate with those charged with governance, and which we set out in the table here.

This document, the Audit Findings, outlines those key issues, findings and other matters
arising from the audit, which we consider should be communicated in writing rather than
orally, together with an explanation as to how these have been resolved.

Respective responsibilities

As auditor we are responsible for performing the audit in accordance with I1SAs (UK), 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.

Distribution of this Audit Findings Report

Whilst we seek to ensure our audit findings are distributed to those individuals charged
with governance, we are also required to distribute our findings to those members of
senior management with significant operational and strategic responsibilities. We are
grateful for your specific consideration and onward distribution of our report to all those
charged with governance.
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B. Action Plan - Audit of Financial Statements

We have not identified any new recommendations for the Pension Fund at this time as a result of issues identified during the course of our 2022/23 audit. We have rolled
forward one recommendation from last year in respect of exploring with HarbourVest and Global Infrastructure if there are ways of improving the timeliness of their year
end reporting but note that differences this year are significantly reduced and it is an inherent issue with this type of asset across the industry. We will report on progress
during the course of the 2023/24 audit. The matters reported here are limited to those deficiencies that we have identified during the course of our audit and that we have
concluded are of sufficient importance to merit being reported to you in accordance with auditing standards.

© GrantThornton UK LLP. 20
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C. Follow up of prior year recommendations

We identified the following issues in the audit of Shropshire County Pension Fund's 2021/22 financial statements, which resulted in three recommendations being reported
in our 2021/22 Audit Findings Report. We have followed up on the implementation of our recommendations. One has been fully addressed and one partially addressed. A
third recommendation in respect of IT security covered the Administering Authority with some elements related to Altair linked to the Pension Fund. We are still awaiting the
final report from IT to complete their testing to determine if the IT recommendation has been resolved.

Assessment

Issue and risk previously communicated

Update on actions taken to address the issue

Partial

There were differences identified between the fair value of investments
reported in the financial statements and the statements received from
investment managers. The bulk of these differences were identified on
HarbourVest’s private equity portfolio and Global Infrastructure’s
infrastructure portfolio. The estimate had been based on a roll forward
from the 31 December 2021 capital statements. No amendment has
been in the Pension Fund’s Statement of Accounts.

We recommended management explore ways to improve estimation
techniques to enhance the accuracy of the valuation of fund assets in
the accounts in future years.

Management have utilized the 31 December 2022 valuation and adjusted for
cashflows to 31 March 2023 to estimate the year end valuation. The difference
has reduced this year and is in line with the tolerable differences.

Management should continue to explore ways to improve estimation techniques
with HarbourVest and Global Infrastructure to enhance the accuracy of the
valuation of fund assets in the accounts in future years.

The Committee from time to time reviews the services provided by the
investment adviser and other service providers. As part of this
monitoring exercise, management are delegated with the task of
reviewing investment manager service organisation reports. As part of
the audit we were not provided with the below service organisation
reports:

*  Blackrock who engage BNYM as their fund administrators (BNYM
report not provided)

+ DRC who engage Sanne as their fund administrators (Sanne
Group (Luxembourg]. The report provided specifically excludes
coverage of the Fund that the Pension Fund is invested in.

We recommended that matters that could potentially contradict the
accuracy of services provided with specific regard to the valuation of
investments could go unnoticed where these reports are not reviewed.

There has been evidence of review of the controls report for investment
managers.

Assessment

v’ Action completed
X Not yet addressed

© GrantThornton UK LLP.
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C. Follow up of prior year recommendations

Assessment

Issue and risk previously communicated

Update on actions taken to address the issue

Commercial in confidence

TBC

We identified a number of controls issues in security and access of
Shropshire Council’s IT systems that is, Altair, Unit 4 ERP and Active
Directory:

we noted that there was inadequate control over privileged
accounts within Active Directory (28 accounts) and Altair (3
accounts). Users with administrative privileges at application level
have the ability to bypass system-enforced internal control
mechanisms and may compromise the integrity of financial data.

lack of review of the Access control policy and the Application
security policy. Further to the above, the absence of a
comprehensive IT security policy will have an adverse impact on
the organization to ensure that the data and network are protected
from potential and emerging security threats.

evidence requested but not provided - Leaver’s process. There is a
risk that key aspects of the design and development process
including functional design and testing may not be appropriate.

lack of review of the third-party IT assurance reporting for the ERP
system. While an independent service organization assurance
report SOC 1is available, Shropshire Council has not assessed the
IT controls findings. As businesses continue towards digital
transformation and a simplified IT architecture, dynamic service
delivery models are becoming the norm. There is a risk that
organizations have less visibility over the effectiveness of the
outsourced IT control environment and whether there are sufficient
controls in operation.

To be updated when the testing is finalised.

Assessment

v’ Action completed
X Not yet addressed

© GrantThornton UK LLP.
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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
No adjusting misstatements have been identified.

Misclassification and disclosure changes

No significant misclassification and disclosure changes have been identified during the audit at this time. If any significant ones are identified they will be communicated when testing has

been finalised.

Impact of unadjusted misstatements

The table below provides details of adjustments identified during the 2022/23 audit which have not been made within the final set of financial statements. The Pensions Committee is required

to approve management's proposed treatment of all items recorded within the table below.

Pension Fund Account Impact on total net assets Reason for
Detail £°000 Net Asset Statement £’ 000 £°000 not adjusting
Differences identified between the 10,053 10,063 10,053  Not material quantitatively or
value of investments disclosed in the qualitatively.
financial statements where some of
the values are estimates at 31 March
2023 and the valuation statements
received from the third party
investment managers.
Overall impact £10,053 £10,053 £10,053

Impact of prior year unadjusted misstatements

The table below provides details of adjustments identified during the prior year audit which had not been made within the final set of 2021/22 financial statements.

Pension Fund Account
£000

Impact on total net assets

Detail Net Asset Statement £° 000 £°000

Reason for
not adjusting

Differences identified between the value of
investments disclosed in the financial
statements where some of the values are
estimates at 31 March 2022 and the valuation
statements received from the third party
investment managers. As assets are revalued
at 31 March 2023 there is no impact upon the
2022/23 financial statements.

19,246 19,246. 19,246.

Not material.

Overall impact £19,246 £19,246 £19,246

© GrantThornton UK LLP.
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E. Fees and non-audit services

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

Audit fees Proposed fee £

Pension Fund Audit

Scale Fee 21,539
Ongoing prior year variations not contained within amended scale fee 9,913
Additional change of circumstances work 500
Impact of ISA 315 3,000
Work on triennial valuation member data * 5,000
IAS 19 letters for employer body auditors, including testing of 31 March 2022 triennial review * 9,300
Sub-total

Non-audit services

IAS 19 letter to auditor of Shropshire Towns and Rural Housing Ltd (STAR Housing) - see page 16 * 1,100
Total audit fees (excluding VAT) £50,352

*Note that fees for IAS 19 letters for employer body auditors were classed as non-audit fees prior to 2022/23. The National Audit Office have confirmed that the provision
of IAS 19 assurances to auditors of local government and NHS bodies should be considered work undertaken under the Code of Audit Practice for 2022/23 onwards.
Provision of IAS 19 assurances to auditors of any other type of entity remains non-Code work. This applies to Shropshire Towns and Rural Housing Ltd (STAR Housing).
The specific fee for STAR Housing is £1,100. For comparison, the total fee for IAS 19 work in 2022/23 is £10,400 (including STAR Housing) compared to £8,000 in 2021/22.
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F. Auditing developments

Revised ISAs
There are changes to the following ISA (UK):

ISA (UK] 315 (Revised July 2020) ‘Identifying and Assessing the Risks of Material Misstatement’

This impacts audits of financial statement for periods commencing on or after 15 December 2021.

ISA (UK] 220 (Revised July 2021) ‘Quality Management for an Audit of Financial Statements’

ISA (UK) 240 (Revised May 2021] ‘The Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements

A summary of the impact of the key changes on various aspects of the audit is included below:

These changes will impact audit for audits of financial statement for periods commencing on or after 15 December 2022.

Area of change Impact of changes

Risk assessment The nature, timing and extent of audit procedures performed in support of the audit opinion may change due to clarification of:
* the risk assessment process, which provides the basis for the assessment of the risks of material misstatement and the design of audit procedures
* the identification and extent of work effort needed for indirect and direct controls in the system of internal control
* the controls for which design and implementation needs to be assess and how that impacts sampling
* the considerations for using automated tools and techniques.

Direction, supervision and Greater responsibilities, audit procedures and actions are assigned directly to the engagement partner, resulting in increased involvement in the
review of the engagement performance and review of audit procedures.
Professional scepticism The design, nature, timing and extent of audit procedures performed in support of the audit opinion may change due to:

* increased emphasis on the exercise of professional judgement and professional scepticism

* an equal focus on both corroborative and contradictory information obtained and used in generating audit evidence
* increased guidance on management and auditor bias

* additional focus on the authenticity of information used as audit evidence

* a focus on response to inquiries that appear implausible

Definition of engagement The definition of engagement team when applied in a group audit, will include both the group auditors and the component auditors. The implications of this
team will become clearer when the auditing standard governing special considerations for group audits is finalised. In the interim, the expectation is that this will
extend a number of requirements in the standard directed at the ‘engagement team’ to component auditors in addition to the group auditor.
* Consideration is also being given to the potential impacts on confidentiality and independence.

Fraud The design, nature timing and extent of audit procedures performed in support of the audit opinion may change due to:
* clarification of the requirements relating to understanding fraud risk factors
* additional communications with management or those charged with governance

Documentation The amendments to these auditing standards will also result in additional documentation requirements to demonstrate how these requirements have been
addressed.
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