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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. Itis nota
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 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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Commercial in confidence

1. Headlines

This table Financial Statements

summarises the key

ﬁndings and other Under International Standards of Audit (UK] QOur audit work was undertaken remotely during July-November. Our findings are summarised on pages 7 to
L (ISAs) and the National Audit Office (NAO) 23. We have identified adjustments to the financial statements that have resulted in adjustment to the

matters a rising Code of Audit Practice ('the Code'), we are Council’s Comprehensive Income and Expenditure Statement. Audit adjustments are detailed in Appendix B.

from the StOtUtOFH required to report whether, in our opinion: Our work is substantially complete and there are no matters of which we are aware that would require

audit of East A" the Council's financial statements give a modification of our audit opinion Appendix E or material changes to the financial statements, subject to the

true and fair view of the financial position of following outstanding matters:
Sussex Cou ﬂtU the CO‘{”C" and Council’s income and A Completion of work around the valuation of land and buildings significant risk for the audit. We have
Council and the expe.ndlture for the experienced delays on receiving responses from the professional valuer and the Council Estates Team,
reparation of the year; and though to a lesser extent than in the 2021/22 audit;
prep A have been properly prepared in accordance A Resolving/closing some audit queries with regards to our pension assets and liabilities analytics which

o e . - -
Council's financial with the CIPFA/LASAAC code of practice on we complete in order to gain assurance over the reasonableness of the pensions assets and liabilities

local authority accounting and prepared in making up the net pension asset.

statements for the accordance with the Local Audit and
year ended 31 Accountability Act 2014 A Receiving and reviewing responses from the Council regarding queries on the IFRIC 14+ assessment of the

March 2023 for the R net pension asset (surplus);

We are also required to report whether other Review and assessment of the letter of assurance from the pension fund auditor and completion of any

attention of those information published together with the further work related to their comments and conclusions.
cha rg ed with audited financial statements (including the A Closing a small number of audit queries outstanding;
governance. ézgg?tl ;ZVEZ:S?gﬁ Eiigegizziﬁjssjéol\::;:::: A Senior Management quality review of the completed audit sections which could potentially raise further
. . . - . . - ’ queries for the Council to respond too;
is materially inconsistent with the financial
statements or our knowledge obtained in the A Receipt of management representation letter ; and
audit, or otherwise appears to be materially A Review of the final set of financial statements.
misstated.

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

Our anticipated financial statements audit report opinion based on the completed work to date and subject to
the satisfactory completion of the above outstanding points will be unqualified. Expected wording of the audit
opinion is provided at appendix F.

Our work on the Council’s value for money (VFM] arrangements is complete. The outcome of our VFM work is
reported in our commentary on the Council’s arrangements in our Auditor’s Annual Report (AAR) which is also
reported as a paper to this meeting. We consider that the Council has made proper arrangements in securing
economy, efficiency and effectiveness in its use of resources.

© 2021 Grant Thornton UK LLP. 3
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1. Headlines

Value for Money (VFM) arrangements

Under the National Audit Office (NAO)
Code of Audit Practice ('the Code'), we
are required to consider whether the
Council has put in place proper
arrangements to secure economy,
efficiency and effectiveness in its use of
resources. Auditors are required to report
in more detail on the Council's overall
arrangements, as well as key
recommendations on any significant
weaknesses in arrangements identified
during the audit.

Auditors are required to report their

commentary on the Council's

arrangements under the following

specified criteria:

A" Improving economy, efficiency and
effectiveness;

A Financial sustainability; and

A Governance

We have completed our VFM work, which is summarised on pages 22-23 and our detailed commentary is set out in the separate Auditor’s Annual
Report, which is presented alongside this report. The Council has made proper arrangements for securing economy, efficiency and effectiveness
in its use of resources.

Statutory duties

The Local Audit and Accountability Act
2014 (‘the Act’) also requires us to:

A report to you if we have applied any
of the additional powers and duties
ascribed to us under the Act; and

A to certify the closure of the audit.

We have not exercised any of our additional statutory powers or duties.

We have completed the majority of work under the Code and expect to be able to certify the completion of the audit when we give our audit
opinion.

Significant matters

We have experienced delays in the following areas:

- on receiving responses to our audit queries/challenge on land and building valuations from the professional valuer and the Council Estates
Team

- on obtaining the requested documents/information needed to complete our IT General Controls work on the SAP system where we experienced
some significant delays of up to 2 months in receiving the required information.

© 2021 Grant Thornton UK LLP.
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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 Council for their support in the audit. We worked constructively with the Council to resolve audit queries to seek to ensure a timely audit opinion.
However it is worth noting the following challenges that the audit team encountered:

- The Council’s Professional Valuer has not been responsive to audit queries and our requests for further information. This has continued to be the case in November as we report the status
of the audit in this Audit Findings Report. Outstanding queries remain with the Council’s Valuer;

- The above-mentioned delays in receiving documents/information to allow us to complete our IT General Controls audit work around the SAP system;
- Some delays in provision of full responses on samples/working papers.

On conclusion of the audit, we will assess the impact of the above on the audit fee for the year.

National context - level of borrowing

All Councils are operating in an increasingly challenging national context. With inflationary pressures placing increasing demands on Council budgets, there are concerns as Councils look
to alternative ways to generate income. We have seen an increasing number of councils look to ways of utilising investment property portfolios as sources of recurrent income. Whilst there
have been some successful ventures and some prudently funded by councils’ existing resources, we have also seen some councils take excessive risks by borrowing sums well in excess of
their revenue budgets to finance these investment schemes.

The impact of these huge debts on Councils, the risk of potential bad debt write offs and the implications of the poor governance behind some of these decisions are all issues which now
have to be considered by auditors across local authority audits. East Sussex County Council does not have a large investment property portfolio, and we do not regard this as being an
area of risk for the Council.

© 2021 Grant Thornton UK LLP. 5
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2. Financial Statements

Overview of the scope of our audit Audit approach

This Audit Findings Report presents the observations arising Our audit approach was based on a thorough As detailed on page 3 there is still some substantial work to
from the audit that are significant to the responsibility of understanding of the Council's business and is risk based, complete on this audit. Based on the work to date no
those charged with governance to oversee the financial and in particular included: material errors or issues have arisen which would require
reporting process, as required by International Standard on A . - modification of our audit opinion. We will not be able to

An evaluation of the Council's internal controls

Auditing (UK) 260 and the Code of Audit Practice (‘the

Code’). | Its contents have been discussed with

management. A Substantive testing on significant transactions and

material account balances, including the procedures

outlined in this report in relation to the key audit risks We would like to take this opportunity to record our
appreciation for the assistance provided by the finance
team and other staff.

issue our audit opinion until all outstanding work on page 3

environment, including its IT systems and controls; . R
is completed and reviewed

Acknowledgements
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.

© 2021 Grant Thornton UK LLP. 6



Commercial in confidence

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 reiuirements and adherence

© 2021 Grant Thornton UK LLP.























































































