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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. 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 Council or alll
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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Key matters

Council developments A" As a firm, we are absolutely committed to audit quality and
As for all county councils the financial outlook is challenging and uncertain in the medium term. The Council has recently financial reporting in the local government sector. Our
worked through its 2022/23 Reconciling Policy, Performance and Resources (RPPR) process in order to set the Annual proposed work and fee, as set further in our Audit Plan, is still
Budget and Medium Term Financial Plan. Although the government financial settlement has been reasonably positive for to be finalised and will be discussed and confirmed with the
the Council and the Council has continued to receive additional Covid-19 grant funding, setting a balanced budget Chief Finance Officer.

remained challenging, and looking forwards there are anticipated budget gaps which could require additional savings to A We will consider your arrangements for managing and

be made and impact the level of services the Council can offer. reporting your financial resources as part of our work in

The delayed reforms to Adult Social Care nationally will also mean managing demand in this area within the level of completing our Value for Money work.

funding available will continue to present an ongoing risk to financial sustainability. The Council continues to lobby A . . . . .
Central Government pressing for clarity on Adult Social Care reform and how this will impact Council financial We will continue to provide you with sector updates via our
sustainability. Increasing pressures in Childrends Servi cAaugdtGommiteypdatess o ny an ongoing chall
with £3m pressures forecast for the 2021/22 year end. This pressure is being carefully monitored by management. A We have identified an increased incentive and opportunity
The Council has pledged to reach net zero emissions by 2050 as part of declaring a climate emergency in 2019. In June for organisations in the public sector to manipulate their
2020 a Climate Emergency Action Plan was established. The apparent impact of climate change in more extreme (and financial statements due to increasing financial pressures.
costly) weather events and increasing concern generally, is driving an increased demand for Authorities and businesses We have identified a significant risk in regards to

to accelerate net zero plans and to flesh these plans out with what investment and changes to operations may be management override of control - refer to page 6.

required to make such targets a reality. This is also increasingly becoming an area of concern for Audit Committees in A" The Council’s valuer reported a material uncertainty in

terms of how they oversee this risk. regards to the valuation of leisure properties in 2020/21 due
The Council is continuing to implement the large scale Modernising Back Office Systems (MBOS) project. Continuing to to th.e COY'd 19 p/ondem'?' I 'S Poss'b|? some um?ert.qmtg will
keep this project on track will be key to the efficiency of systems/services going forwards. continue in 2021/22. We identified a significant risk in regards

to the valuation of properties - refer to page 6.
A We will consider the Council’s planned response to the

Recovery from Covid 19 pandemic climate emergency and potential impacts on financial

The Council continues to work with partners through the c')Iléegosrtlpg'rbtk&es?usrr%nwe%eset 6; and evolving
recovery in the County. The pandemic will continue to drive increased demands for services in the short term, and some

of the long term impacts on children and particularly mental health will only become clear in time and then the impact on

required services wild/l need to be worked through with partners in the health system. The
quickly in real time, and the economic impact on the Council will be closely tied in with how quickly the County economy

is able to recover and return to growth. The County Capital Programme is currently set out to provide only minimum basic

need provision, and essential budgets for school places and highways infrastructure, and the Council will need to

balance this strategy looking forward with what investment the County may need to support economic recovery.
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Introduction and headlines

Purpose

This document provides an overview of the planned scope
and timing of the statutory audit of East Sussex County
Council (‘the Council’) for those charged with governance.

Respective responsibilities

The National Audit Office (‘the NAO’) has issued a document
entitled Code of Audit Practice (‘the Code’). This
summarises where the responsibilities of auditors begin and
end and what is expected from the audited body. Our
respective responsibilities are also set out in the Terms of
Appointment and Statement of Responsibilities issued by
Public Sector Audit Appointments (PSAA), the body
responsible for appointing us as auditor of the Council. We
draw your attention to both of these documents.

Scope of our audit

The scope of our audit is set in accordance with the Code
and International Standards on Auditing (ISAs] (UK]). We are
responsible for forming and expressing an opinion on the
Council [and group]’s financial statements that have been
prepared by management with the oversight of those
charged with governance (the Audit Committee); and we
consider whether there are sufficient arrangements in place
at the Council for securing economy, efficiency and
effectiveness in your use of resources. Value for money
relates to ensuring that resources are used efficiently to
maximise the outcomes that can be achieved.

The audit of the financial statements does not relieve
management or the Audit Committee of your
responsibilities. It is the responsibility of the Council to
ensure that proper arrangements are in place for the
conduct of its business, and that public money is
safeguarded and properly accounted for. We have
considered how the Council is fulfilling these
responsibilities.

Our audit approach is based on a thorough understanding
of the Council's business and is risk based. The results of the
Financial Reporting Councils (FRC’s) inspections of the
2020/21 audits are shown in Appendix A.

© 2022 Grant Thornton UK LLP.

Significant risks

Those risks requiring special audit consideration and procedures to address the likelihood of a material financial
statement error have been identified as:

A Management over-ride of controls
A Valuation of land and buildings
A Valuation of the pension fund net liability

We will communicate significant findings on these areas as well as any other significant matters arising from the audit
to you in our Audit Findings (ISA 260) Report.

Note that this plan was drafted early in our audit planning visit; if our view of audit or value for money risks changes as
a result of any further information obtained/assessed during the planning visit we will communicate this to members
verbally or electronically as soon as possible.

Materiality

We have determined planning materiality to be £14.950m (PY £13.460m) for the Council, which equates to 1.45% of your
prior year gross expenditure on services for the year. We are obliged to report uncorrected omissions or misstatements

other than those which are ‘clearly trivial” to those charged with governance. Clearly trivial has been set at £0.748m (PY
£0.673m).

Value for Money arrangements

Our risk assessment regarding your arrangements to secure value for money has not initially identified any risks of
significant weakness. See page 15.

Audit logistics

Our audit planning visit has taken place during March 2022 and our final visit will take place between July and
September 2022. Nationally, the audit completion target has been set as 30 November 2022. Our key deliverables are
this Audit Plan, our Audit Findings Report and Auditor’s Annual Report. Our audit logistics and planned timings are on
page 19. Noting that this plan was produced very early in the audit planning visit, we highlight that the audit risk
assessment is always a live and continuous process during the audit; if our risk assessment changes we will
communicate those changes immediately to those charged with governance.

Our fee for the audit is still be being assessed. Since appointment as your auditor, there have been a number of
developments, particularly in relation to the revised Code and updated ISAs which are relevant for the 2020/21 and
subsequent audits. Discussions with PSAA are currently ongoing and we will update you in the near future with the
proposed planned fee for 2021/22. Our fee will be set on the assumption that the Council delivers a good set of
financial statements and working papers.

We have complied with the Financial Reporting Council's Ethical Standard (revised 2019) and we as a firm, and each
covered person, confirm that we are independent and are able to express an objective opinion on the financial
statements.



Significant risks identified

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.

Risk

Reason for risk identification

Commercial in confidence

Key aspects of our proposed
response to the risk

ISA240 fraudulent revenue recognition

Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be misstated due to the improper
recognition of revenue. We have considered all revenue streams of the Council and we have rebutted this risk
for all revenue streams.

For revenue streams that are derived from Council Tax, Business Rates and Grants we have rebutted this risk
on the basis that they are income streams primarily derived from grants or formula based income from central
government and tax payers and that opportunities to manipulate the recognition of these income streams is
very limited.

For other revenue streams, we have determined from our experience as your auditor from the previous 2

years, and through our documentation and walkthrough of your business processes around revenue
recognition that the risk of fraud arising from revenue recognition could be rebutted, because:

- there is little incentive to manipulate revenue recognition;
- opportunities to manipulate revenue recognition are very limited;

- the culture and ethical frameworks of local authorities, including East Sussex County Council, mean
that all forms of fraud are seen as unacceptable.

Significant risk rebutted.

Fraudulent expenditure recognition

We have also considered the risk of material misstatement due to the fraudulent recognition of expenditure.
We have considered each material expenditure area, and the control environment for accounting recognition.

We were satisfied that this did not present a significant risk of material misstatement in the 2021/22 accounts
as:

- The control environment around expenditure recognition (understood through our documented risk
assessment understanding of your business processes) is considered to be strong;

- We have not found significant issues, errors or fraud in expenditure recognition in the prior 2 years audits;

- Our view is that, similarly to revenues, there is little incentive to manipulate expenditure recognition.

Significant risk rebutted.

© 2022 Grant Thornton UK LLP.
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Significant risks identified

Risk

Reason for risk identification

Key aspects of our proposed response to the risk

Management over-ride of controls

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 Authority
faces external scrutiny of its spending and this
could potentially place management under undue
pressure in terms of how they report performance.

We therefore identified management override of
control, in particular journals, management
estimates and transactions outside the course of
business as a significant risk, which was one of the
most significant assessed risks of material
misstatement.

We will:
Evaluate the design effectiveness of management controls over journals;
Analyse the journals listing and determine the criteria for selecting high risk unusual journals;

Test unusual journals recorded during the year and after the draft accounts stage for
appropriateness and corroboration;

Gain an understanding of the accounting estimates and critical judgements applied made by
management and consider their reasonableness with regard to corroborative evidence; and

Evaluate the rationale for any changes in accounting policies, estimates or significant unusual
transactions.

Valuation of land and buildings
(including investment properties)

You revalue your operational land and buildings on
a rolling three yearly basis and your investment
properties every year. The valuation of these assets
represents 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. We therefore

identified valuation of land and buildinis as a
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