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Narrative Report

About East Sussex County Council

East Sussex County Council (ESCC) is one of 21 county councils in England, covering an area of around 172,000 hectares.
Census 2021 data estimated the population of East Sussex to be 545,800. The Council forms the upper tier of local government
within East Sussex (excluding Brighton & Hove City Council).

East Sussex has a rich natural environment, with over two thirds of the county being covered by one or more environmental
designations: the three largest being Area of Outstanding Natural Beauty 45%, Environmental Stewardship Agreement 16% and
National Park 13%. The key habitats are grassland, arable farmland and woodland.

The county is divided into 50 electoral divisions, each represented by one Councillor. Local elections are held every four years,
with the last full election taking place on 6 May 2021. Two by-elections were held in 2023/24, on 27 July and 3 August 2023, which
saw one division won by the Green Party and the second won by the Liberal Democrats. The Authority moved into “no overall”
control, with the make-up of political groups as follows:

e Conservative — 25 seats
Liberal Democrats — 12 seats
Labour — 5 seats
Green — 5 seats
Independent Democrats — 2 seats

e Independents — 1 seat
The next full local election is due in May 2025.

Councillors make sure that the services that ESCC provides meet the needs of residents and those who work in the county, by
setting the overall policies and strategies for the Council and by monitoring the way in which these are carried out.

They have set four overarching priority outcomes: driving sustainable economic growth; keeping vulnerable people safe; helping
people help themselves; and making best use of resources in the short and long term. Making best use of resources in the short
and long term is the gateway priority through which any activity and accompanying resources must pass.

Driving Helping
sustainable people
economic help
growth themselves

Making best use of resources
in the short and long term

Chief Officers, led by our Chief Executive Becky Shaw, help Councillors to develop policies and objectives. Their main role is to
provide the public with the highest possible standards of service within the money that the Councillors make available.

Council Officers are the people who work for the Council and who are paid to deliver the services agreed by Councillors. Overall,
the workforce comprises 9,174 people and 7,383 ‘full time equivalent’ employees as at 31 March 2024.

The five ESCC departments and their main responsibilities are:
e  Adult Social Care and Health: Provide social care services for residents over 16, including residential care and sensory
care services. It also has the public health remit.

e Children’s Services: Provide social care for people under 16, state education and other childcare services.

e Communities, Economy and Transport: Responsible for community services such as libraries and registrars, customer
access/services, roads, transport planning, economy and the East Sussex environment, including climate change.

e Business Services: Responsible for managing our finances, Information Technology & Digital (IT&D), human
resources, procurement and property, including climate change.

e Governance Services: Provides advice on governance of the Council, including legal and constitutional arrangements.

Financial Report

In presenting these draft accounts for 2023/24, they have been prepared in line with the CIPFA code of accounting practice.

The 2023/24 Approved Budget

The County Council plans and monitors its performance, policy and resources through a single process, called Reconciling Policy,
Performance and Resources (RPPR). For full details of the County Council’s challenges and the financial implications, the
attached is a link to the report on the Council’s website, which was presented to Council on 7 February 2023:

Agenda for Full Council on Tuesday, 7th February, 2023, 10.00 am | East Sussex County Council



https://democracy.eastsussex.gov.uk/ieListDocuments.aspx?CId=150&MId=5065&Ver=4
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The RPPR process:

e Enables us to be business-like and test comparative returns on investment so that the Council can be confident it is
making best use of resources. It also ensures savings in one area do not give rise to unforeseen consequences in
another area;

e Maximises efficiency, exploits technology, and makes the best use of all our assets;

Maximises East Sussex resources through strong partnership working, income generation, lobbying and exploring new

ways of working;

Removes management and support costs wherever possible, to maximise the resources available to the front line;

Sustains investment in activity that will most help manage demand,;

Encourages communities to help achieve their priority outcomes;

Is open and transparent to provide clarity about priorities and consequences, specifying clearly what the County Council

will do;

e Delivers service change and facilitative programmes aimed at providing modern services which meet the needs of local
people, working with others to do this in a way that makes the best use of resources; and

e Uses our local evidence base to meet the most important needs of our communities and leading to innovative solutions
which build a compelling future, rather than managing decline.

The RPPR process matches available resources with delivery plans for priority outcomes. It has enabled us to give relative
protection to priority services. The process has been applied across all services in the development of the Council Plan supported
by the Medium-Term Financial Plan (MTFP) and Capital Programme. The table below sets out the necessary investments in
services to meet the needs of our residents.

Summary of Budget Growth and Funding 2023/24 (Em)
Inflation: contractual 35.5
Pay Awards 16.6
Service Investment:

Adult Social Care 2.8
Children’s Services 9.4
Management of service pressures through other revenue budgets (16.1)
Total Budget Growth 48.2
Council Tax (18.7)
Business Rates (8.3)
Government Grants (21.2)
Total Additional Funding (48.2)
Balanced Budget 0.0

The Capital Programme is also very constrained by limited resources. In the past, Members have been able to meet core need
and make investment in the County’s economy, for example significant additional investment in road and broadband infrastructure.
The current programme, based on an assumption of significantly reduced future funding, contains only basic need for school
places, highways, building maintenance, IT&D, libraries and house adaptations.

The Authority’s 10 year planned programme is supported by a 20 year Capital Strategy. The purpose of the strategy is to drive
the authority’s capital investment ambition in support of the Council Plan, whilst ensuring appropriate capital expenditure, capital
financing and treasury management.

Outturn 2023/24

The Council maintains a robust framework of budget monitoring to ensure pressures are identified early and action taken by
directorates to manage potential variations within their cash limited budgets. Despite this, the council’s net outturn at year end
was £499.16m against a revised net budget of £498.12m, a net overspend of £1.04m. The revenue budget outturn is set out under
‘Analysis of the Revenue Budget’ on page 7; it is presented before Corporate Funding and therefore differs in presentation from
the Quarter 4 Monitoring Report presented to Cabinet on 25 June 2024.
https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-
2024%?2010.00%20Cabinet.pdf?T=10

Service budgets overspent by £30.10m in 2023/24. This comprised a significant overspend in Children's Services, in particular for
Looked After Children, with cost pressures for Agency Residential placements continuing the trend demonstrated this year of a
small number of children placing high pressure on the budget. The service has worked with IMPOWER to support longer term
placement sufficiency and identify opportunities for delivering improved care placement options for children and young people
through the ‘Valuing Care’ approach. Containing costs in Children’s Services continues to be a significant challenge across the
country, reflecting a national picture of market challenges for the provision of services against a background of increased demand
and complexity of needs. Adult Social Care overspent in 2023/24 by £1.98m through growing demand and the requirement to
make an increasing number of placements above the normal fees paid to providers, due to pressures in the sector.

The service overspend is offset by an underspend of £29.06m in Corporate Budgets, where all of the General Contingency budget
was required to be applied and Treasury Management underspent by £8.12m due to no additional borrowing during the year plus
improved investment returns resulting from higher than forecast interest rates. A Council Tax Collection Fund surplus of £2.03m,


https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-2024%2010.00%20Cabinet.pdf?T=10
https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-2024%2010.00%20Cabinet.pdf?T=10
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Covid funding, plus a draw of £1.52m from the Financial Management Reserve have also been used to offset the service
overspend. This is one-off funding that cannot be used again and thereby impacts on the financial sustainability of the authority
in future years.

Continued Impact of COVID-19
The Council experienced residual COVID-19 related costs and income losses which were fully mitigated from general and specific
funding. The following table shows use of this funding by department in 2023/24:

General Tranche  Contain Outbreak

Funding Management Fund

£m £m

Adult Social Care - 3.86
Children's Services 1.69 -
Business Services 0.01 -
Communities, Economy and Transport 0.01 -
Corporate Budgets (to offset service overspend) 5.67 -
Total 7.38 3.86
Carried forward & committed in 2024/25 1.76 0.41

Homes for Ukraine Scheme

Since March 2022, a programme of services has been established to support Ukrainian guests to settle in East Sussex. The
programme is led by ESCC with oversight and governance being provided by the Homes for Ukraine Programme Board. The
programme is delivered in cross-sector partnership against shared priorities; independence & wellbeing, English language
support, access to employment & education, sustainable and affordable housing/accommodation and sustainable sponsorship.
Funding for the programme is provided by the Department for Levelling Up, Housing & Communities (DLUHC) and the allocation
is calculated on the bases of i) a tariff payment per guest arriving and ii) a thank you payment to each sponsoring household. The
final grant settlement is yet to be confirmed by DLUHC but has been estimated at a total of £20.1m. Of this, £6.0m was spent in
2023/24 in supporting 1,769 guests who were reported to have arrived in East Sussex in the period 1 March 2022 to 31 March
2024. The balance of the grant funding will be carried forward to 2024/25 to fund ongoing costs of supporting guests.

Household Support Fund
To continue to address the impact of the cost-of-living crisis, the government announced a further extension to the original
Household Support Fund (HSF) which ended on 31 March 2022. The extension covered the periods 1 April 2023 to 31 March
2024. The grant is intended to support those most in need and the expectation is that the funding should be used to support
households with food, energy and water, housing costs, and other essentials.
ESCC received a total allocation in 2023-24 of £7.794m and the allocation was fully spent in supporting eligible households in
several ways including:

e Distribution of £1.895m on targeted support through District and Borough Councils.
£3.191m on provision of food vouchers to eligible free school meal pupils for the school holidays.
Distribution of £1.4m on targeted support through Voluntary Community and Social Enterprises.
£0.5m on provision of food through Foodbanks and Food Partnerships.
Distribution of £0.758m directly to vulnerable families and children via Children’s Services teams.
Provision of £0.050m support through Warmer Homes.




Narrative Report

Analysis of the Revenue Budget

The table below shows actual net spending of £499.16m during 2023/24, based on the total cost of providing services including
charges for support services, treasury management and use of assets.

The analysis of revenue expenditure provided is for budgetary comparison purposes and reconciles to the analysis contained in
the Expenditure and Funding Analysis (EFA) on page 63. The table below sets out the revenue budget for 2023/24 using the
standard management reporting format and how these compare with outturn:

Departments Current Actual Variation
Estimate  Outturn
£m £m £m

Adult Social Care 237.48 239.46 1.98
Public Health - - -
Governance Services 8.46 8.29 (0.17)
Children's Services 120.52 150.94 30.42
Orbis 3.75 3.75 -
Business Services 25.56 25.16 (0.40)
Communities, Economy and Transport 71.64 69.91 (1.73)
Service Spend (incl. DSG Related) 467.41 497.51 30.10
Corporate Budgets 20.11 9.07 (11.04)
Debt Impairment - 0.60 0.60
Transfers to/from Reserves (3.33) (13.83) (10.50)
Treasury Management 13.93 5.81 (8.12)
Net Expenditure 498.12 499.16 1.04
Financed from:
Revenue Support Grant (4.08) (4.08) -
Social Care Grant (44.61) (44.61) -
Service Grant (2.92) (3.04) (0.12)
Business Rate Retention (12.37) (12.37) -
Business Rate Top-up (64.83) (64.91) (0.08)
Business Rates Compensation Grants (16.82) (16.82) -
Business Rate Pool (2.19) (1.70) 0.49
Business Rates adjustments for previous years 1.88 0.55 (1.33)
Council Tax (351.83) (351.83) -
New Home Bonus Grant (0.35) (0.35) -

(498.12)  (499.16) (1.04)
Balances:
Opening 10.00 10.00

Added / (withdrawn) during the year - -
Closing 10.00 10.00
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How much was spent on the revenue account — by service
The Council services expenditure is presented in the chart below, and shows that 78% of total service spend was spent on Adults
and Children’s Social Care services.

Adult Social Care
48%

Communities,
Economy and
Transport

14%

Business Services /
Orbis
6%

Children's Services
30% Governance Services

2%

What the money was spent on — by expenditure type

County Council services are staff intensive and employee costs account for 29% of the expenditure. Non-employee expenditure
includes costs of premises at 2%, supplies and services at 15% and third party payments at 39%, with other expenditure at 11%.
Capital financing (the cost of borrowing, interest and repayments) and accounting for on-going Private Finance Initiative (PFI)
within the ESCC Balance Sheet accounts for the remaining 4%.

Other Expenditure

Capital Financing Employees
11%

4% 29%

Premises Related
2%
Third Party Payments

39% Supplies & Services

15%

Where the money came from

The chart shows that 42% of our income came from Specific Government grants including Dedicated Schools Grant (DSG), many
of which have limited flexibility for their use. 29% came from residents through Council Tax, 10% from other grants & contributions,
11% from other income including use of reserves and bank interest. Business Rates consisted of 1%, and 8% of our income came
from users of our services, with Revenue Support Grant representing 0.33% of the Council’'s Funding.

Other Income
11%

Specific Government
Grants
42%

Sales, Fees & Charges
8%

Other Grants &
Contributions
9%

Revenue Support
Grant
0%
Business Rates
1%

29%

East Sussex County Council Page 8
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The Capital Programme

Capital expenditure represents money spent by the Council on purchasing, upgrading, and improving assets that will be of benefit
to the community over many years. The approved capital budget (gross) at February 2023 for 2023/24 was £96.7m. This was
further adjusted to reflect the variation at outturn (March 2024), re-profiling of budgets and approved variations in line with financial
regulations and governance (detail of which is shown below).

Capital Programme gross movements during 2023/24:

£m
Budget as per February 2023 96.7
Project re-profiling following reviews (38.4)
Approved Variations 21.8
Budget as per February 2024 80.1
Post budget approved variations 5.8
Revised Budget as per March 2024 85.9

During the financial year the capital programme is regularly reviewed and where necessary projects are re-profiled as part of the
ongoing RPPR process. The revised gross budget for the end of March 2024 was £85.9m.

In 2023/24 the County Council spent £77.5m gross of which £8.7m was supported by scheme specific resources, giving a net
expenditure of £68.8m. The larger schemes that took place during the year included the structural maintenance of highway
infrastructure throughout the county, IT & digital strategy implementation, capital building improvements, and many other
improvements to schools, buildings and roads. There has been slippage across a number of projects as the programme
continues to experience extended lead-in times, and where inflation and material cost increases have resulted in the pause and
reassessment of a number of projects to ensure delivery within budgets, as well as other project specific factors. There was also
an overspend on a major road network scheme due to compensation claims payable.

The chart below shows a high level analysis of the 2023/24 capital expenditure.

Schools Delegated Capital Building

Climate and

Capital
Other Schemes
16%

Integrated Transport
Schemes
2%

IT & Digital Strategy
Implementation \ . P
14% /

Improvements
11%

Environmental Projects
5%

Core Programme -

Schools Basic Need

NG

4%

Highways Structural
Maintenance
46%

As per the approved budget at February 2024, the County Council plans to invest £96.7m in capital projects in 2024/25, funded

by:

£m
Borrowing 32.1
Scheme Specific grants and contributions 30.5
Non-specific grants 23.9
Capital reserves and revenue contributions 3.1
Capital Receipts 7.1
Total resources 96.7

East Sussex County Council

Page 9
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Non-Financial Performance

The non-financial performance of the Council is reported quarterly and the year end position for 2023/24 was reported to
Cabinet on 25 June 2024. Attached below is a link to the report on the Council’s website:

https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-
2024%2010.00%20Cabinet.pdf?T=10

Earmarked Reserves and Provisions

The financial statements also set out details of the Council’'s earmarked reserves, which are another essential tool to manage risk
exposure and smooth the impact of major costs and unexpected events. The requirement for financial reserves is acknowledged
in statute. Sections 32 and 43 of the Local Government Finance Act 1992 require billing and precepting authorities in England
and Wales to have regard to the level of reserves needed for meeting estimated future expenditure when calculating the budget
requirement, and regard to LAAP Bulletin 99 - Local Authority Reserves and Balances.

It is the S151 Officer’s duty to consider the robustness of the Council’s budgets, the adequacy of reserves and the general fund
when they are set annually. This consideration is summarised in the annual Robustness Statement which is published as part of
RPPR. The Council’s reserves policy supports the Council’s strategic agenda and corporate cross cutting priorities, and in
particular:

e The ongoing impact of high inflation in recent years and increases in the national living wage which also impacts social
care provision costs
Increase borrowing costs due to higher interest rates
Uncertainty over future funding from Government
The service response to the national policy agenda
The residual impact of the COVID-19 pandemic
The heightened risk profile across Local Government

Reserves are the only source of financing available to fund risks and one-off pressures over a number of years. Reserves can
only be spent once and the possibility of creating new reserves in an era where budgets are tight and can become overspent, not
just individually but corporately, is increasingly limited.

Details of the Council’'s earmarked reserves can be found on page 69, Note 10 to the Accounting Statements.

The level of the general fund is consistent with the overall financial environment and the key financial risks faced by the Council.
This risk assessment is formally carried out at least twice annually and takes account of circumstances at the time. The Council’s
general fund balance of £10.0m at the year end plus general contingency of £4.9m is in line with the target minimum level of 2.5%
(actual 2.99%) of the net revenue budget set by the Council.

In calculating the level of provisions, the Council exercises judgement; they are measured at the Council’s best estimate of the
costs required to settle obligations at the Balance Sheet date. The level of the Council’s provisions is set out in Note 23.

Future Years

The General Fund balance of £10.0m is a minimum general balance which, whilst it remains lower proportionately than a lot of
other authorities, is considered adequate on the basis that an in-year budgeted general contingency is also held. Should the
General Fund Balance have to be used, the Council would have to consider how this could be topped back up to an adequate
level to manage future years’ risks. The general contingency for 2024/25 is £5.3m and will be used in the first instance to cushion
the impact of pressures in-year. Any unused balance will be transferred to strategic reserves at the end of the financial year, in
line with the approved reserves policy.

Strategic, Service and Other earmarked reserves held at 31 March 2024 totalled £95.9m. Of this, £13.1m is ringfenced for Public
Health and others, £9.9m relates to future funding for the capital programme, £19.5m to meet the estimated future costs of
managing the Private Finance Initiative (PFI) waste facility, and £10.4m to mitigate specific risks around insurance liabilities to
manage litigation and adult social care reform.

Within the opening balances of the strategic Financial Management and Transformation Reserves, £16.7m is considered to be
available for any unforeseen budgetary pressures, noting that its use would impact on the Authority's Medium Term Financial Plan
(MTFP): firstly the reserve would need to be built up again, thereby adding an additional budget pressure; secondly, if the reserve
is not available to support the development and investment in services then this would place additional burdens on the future
financial viability of the authority. Whilst the 2024/25 budget has been prepared on a sound financial basis, there is a significant
underlying deficit position which means that a draw from the Financial Management Reserve of £14.3m is required as a result of
increased service demands and inflation, together with the increase in national living wage and lack of a sustainable funding
settlement for 2024/25.

Of the balance on the Revenue Grants and Contributions Reserve, £1.8m relates to general COVID-19 funding which is fully
committed in 2024/25 to fund covid-related pressures relating to future Looked After Children costs. The remaining balances are
committed for specific purposes.

The Council does not hold large balances for capital receipts or unapplied capital grants, and any balances have a planned use.


https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-2024%2010.00%20Cabinet.pdf?T=10
https://democracy.eastsussex.gov.uk/documents/g5889/Public%20reports%20pack%2025th-Jun-2024%2010.00%20Cabinet.pdf?T=10
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Whilst the level of reserves are considered adequate to enable the council to set a balanced position for 2024/25, strategic
reserves are projected to reduce to £16.7m by 2028 after taking into account the planned draw for 2024/25, which is unsustainable
and underlines the need for actions to be taken if government funding is not forthcoming. The use of reserves in this way means
the council has had to abandon its usual approach of maintaining reserves to help future proof Council services from unforeseen
risks and contributes to the Council’s unsustainable financial position.

Financial Challenges for 2024/25 and beyond

At a national level, the Government funding that ESCC will receive between 2025/26 and 2027/28 is yet to be confirmed. The
Local Government Financial Settlement was only a detailed one-year settlement and was the last year of the Autumn Statement
2021 Spending Review. There is no indication of the level of funding that will be available from 2025/26 onwards. We therefore
await the provisional settlement for 2025/26, which would normally be announced in the late autumn of 2024.

As part of the Settlement, the Government announced £500m of additional grant funding to support pressures in social care and
confirmed the continuation of a range of short-term grants announced in the 2023/24 Settlement. However, this will not be sufficient
to fund the demand and inflationary pressures facing services in ESCC in 2024/25, and the council will still require a significant
draw on reserves. The size of the deficit is forecast to increase significantly over the medium term and the continued use of
reserves is not sustainable. Without an adequate and sustainable funding settlement, the council will be required to undertake a
range of actions to set a balanced budget in 2025/26 and beyond.

Delays to funding reform, including the deferral of the new social care charging regime, has meant greater uncertainty about the
shape of any long-term sustainable settlement for local authorities. This uncertainty is not expected to abate with a pending
General Election on 4 July 2024.

At a local level, the ongoing impact of the economic downturn and cost of living crisis will have on the collection of business rates
and council tax respectively has yet to be fully assessed. There is a risk that the extension of Local Council Tax Reduction
Schemes discounts by our District and Borough Councils will see reductions in the collection of Council Tax.

Existing financial pressures that have already impacted in 2023/24, whilst recognised within the additional investment when the
budget was set, are expected to continue into 2024/25, particularly in Children’s Services, where Looked After Children and Home
to School Transport service demands are significant; and Adult Social Care, due to the impact of the national living wage increase
and rising levels of debt. In addition, pressures are emerging around provision of Special Educations Needs services where a
deficit position is being modelled by the end of 2024/25 and use of the DSG statutory override may be required. The table below
sets out the investment for 2024/25.

Summary of Budget Growth and Funding 2024/25 (Em)
Inflation: contractual 28.2
Pay Awards 7.9
Service Investment:

Adult Social Care 3.9
Children’s Services 19.1
Management of service pressures through other revenue budgets (8.0)
Total Budget Growth 51.1
Council Tax (21.7)
Business Rates (7.5)
Government Grants (7.6)
Total Additional Funding (36.8)
Budget Deficit 14.3

The risk to revenue budgets are offset to an extent by increased interest rates for Treasury Management, and the recent triennial
pension valuation has the potential to release some budget, but with interest rates expected to fall during the latter part of 2024,
this only provides a temporary mitigation.

For the Capital Programme, there remain challenges in price pressures, where inflation and material cost increases have resulted
in the pause and reassessment of projects to ensure delivery within budgets. Further significant pressures may materialise as
new schemes are developed and go out to tender. Uncertainty around the level of government grants and other sources of capital
programme funding such as developer contributions provide additional risks, which alongside a volatile interest rate environment,
could significantly increase the cost of borrowing to fund the capital programme, increasing pressures on the Council’s revenue
budget in an already challenging financial environment. A capital risk provision in the form of additional borrowing flexibility of up
to £7.5m is in place to provide the ability to react to such risks.

All these factors, alongside the underlying demographic and economic factors of the county, combine to create the volatile and
highly challenging backdrop against which we must plan for the future.
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East Sussex has a much older age profile compared to England and the South East. 26% of the county’s population is aged 65
or over, compared to 19% in England and 20% regionally. 3.8% of the population is over 85 years old, compared to 2.7% in the
South East and 2.4% nationally.

In East Sussex there are 329 Lower Super Output Areas (LSOAS), 22 are in the most deprived 10% nationally, 16 of these are in
Hastings, four in Eastbourne, and two in Rother. 21 LSOAs are in the least deprived 10%, 13 are in Wealden, six in Lewes, and
two in Eastbourne. People that are more deprived may produce higher demand for Council and other public services. Deprived
LSOAs are characterised by poorer health and disability, lower skills, educational disadvantage, higher crime and drug misuse.

77.1% of the East Sussex working age population (age 16-64) were in employment between January — December 2022 (up from
75.0% in 2021). This was higher than the national average of 75.4% but below the average across the South East of 78.1%.

There remains a significant gap between the income we currently expect to receive and the costs of providing core services, with
significant additional risk arising from Adult Social Care and wider service reforms. Fundamentally, without further Government
support or sustainable reform of local government finances we will not have the funding we need for the future and impacts on
services will start to be felt. The Council will continue to lobby Government for sustainable funding and work internally to identify
solutions.

Climate Change

In October 2019 the County Council declared a climate emergency and in February 2023 it approved its latest corporate climate
emergency action plan, covering the period up to March 2025. The action plan commits to reducing the County Council’s own
corporate carbon emissions by half every 5 years, which is a science-based reduction target to reach net zero by no later than
2050,and equates to an average reduction of 13% per year.

In 2021-22 the County Council agreed funding of an additional £9.8m to reduce corporate carbon emissions; this has since
reduced to £8.8m. The County Council has also secured over £1.3m of external funding to support delivery of corporate carbon
reduction. The table below provides a summary of actual spend to date and forecast spend to the end of March 2025.

2021/22 | 2022/23 = 2023/24 2024/25 Total
actual actual | estimate | estimate | estimate
£'000 £'000 £'000 £'000 £'000

Capital:
LED lighting schemes 38 196 16 163 413
Solar PV schemes 6 488 1,066 981 2,541
Heat decarbonisation schemes 20 644 1,761 2,577 5,002
Revenue:
Salaries - 56 181 287 524
Training 1 32 11 13 57
Consultancy 3 5 107 79 194
Total 68 1,421 3,142 4,100 8,731
Funding Available:
Allocated budget - capital & revenue 8,827
Grants 1,286
Total Funding Available 10,113
Remaining Funding 1,382

The corporate Climate Emergency Plan sets out the actions that will be delivered up to March 2025, including capital investment
in measures to cut carbon. The majority of the £8.8m budget will cover the cost of delivering energy efficient lighting, solar PV
panels on roofs and decarbonisation of heating, including in schools. Modelling work completed in 2022 by an independent
specialist asset management and construction consultancy confirmed that investing in this combination of interventions
represents the most effective use of resources to cut carbon at least cost. . In addition, work is being undertaken on climate
adaption and on the County Council’s Scope 3 emissions (i.e. those within its supply chain).

The key challenges to delivery of the Climate Emergency Plan are:

1) The up-front cost to cut carbon emissions by an average of 13% per year: the modelling referred to above indicated
that the County Council would need to invest approximately £200m up to 2050 in order to meet the 13% per year
carbon reduction target. This is unaffordable, particularly given the current financial challenges facing the County
Council.

2) The inflationary increase in costs over the last couple of years, and constraints within the supply chain of labour and
parts.
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The accounts have been prepared based on current accounting standards. The risks associated with climate change, whilst it
may be argued are being felt now, are longer term and are not reflected in these accounts.

Treasury Management Borrowing Facilities and Investments

The strategy for 2023/24, agreed in February 2023, was set against a background of market uncertainty and a prudent approach
was taken with all investments. The emphasis continues to be on security (protection of the capital sum invested) and liquidity
(keeping money readily available for expenditure when needed). The strategy and limits are consistent with the capital programme
and revenue budget. As will be clear from the current global events, it is impossible in practical terms to eliminate all credit and
market risk. This Council seeks to be as prudent as possible.

This Council has always adopted a prudent approach on its investment strategy and, in the last few years, there have been
changes to the list of the approved organisations used for investment of short-term surpluses. This list is regularly reviewed to
ensure that the Council is able to invest at the best available rates consistent with low risk. The organisations are also regularly
monitored to ensure that their financial strength and low risk has been maintained.

The average level of funds available for investment purposes during 2023/24 was £271m. These funds were available on a
temporary basis, and the level of funds available was mainly dependent on the timing of precept payments, receipt of grants and
progress on the Capital Programme.

The total amount received in short term interest and dividends for the twelve months to 31 March 2024 was £13.3m at an average
rate of 4.89%.

Investment returns have improved during the year in line with the peak of Bank of England (BoE) interest rates at 5.25%. During
the year the authority reduced balances in liquidity accounts and funds to support both cashflow and to take opportunities to
secure a positive level of return into 2024/25. This was achieved by lending to other Local Authorities and select banking names
for a duration of up to 12 months, a fall in the BoE base rate is anticipated at steady intervals to 31 March 2025.

At 31 March 2024, the majority of the Council’s external debt was held as long-term loans (£212m), and no additional longer-term
borrowing was undertaken during 2023/24.

Capital expenditure levels, market conditions and interest rate levels will continue to be monitored in order to minimise borrowing
costs over the medium to longer-term and to maintain stability. Given the on-going cuts to local government funding, the Council’s
borrowing strategy continues to address the key issue of affordability without compromising the longer-term stability of the debt
portfolio.

The authority manages cashflow daily with a high level forecast out to 30 September 2025. This is reviewed daily from an estimate
to actual and updated for all known material items of income and expenditure.

The DLUHC requires Councils to set aside ‘prudent’ provision for the repayment of debt where they have used borrowing
arrangements to finance capital expenditure (historic and current) but allows certain flexibility as to how this is calculated.

The authority has a steady debt and investment maturity profile, but when cashflows are forecasted on a downward trend
investment notice accounts can be redeemed to support the authority’s daily activity. In addition, any ‘pinch points’ can be funded
through short term borrowing in the local authority market, an approved method of borrowing. In the near-term surplus balances
are kept liquid but opportunities are taken within the parameters of the investment strategy to support expenditure and any reduced
income profile. This is also undertaken following the fundamental principles of security, liquidity and then yield in this current
economic climate.

East Sussex Pension Fund

In line with the accounting standard IAS19, the Council’s net liability for future pension payments, as shown in the Balance Sheet,
has decreased by £2.8m from £42.8m at the start of the year to £40.0m at 31 March 2024. Note 42 to the accounting statement
provides detailed information. The resultant impact on the CIES is a net credit of £12.7m to reflect the present value of the defined
benefit obligation and, following the Actuarial remeasurements, a net Actuarial loss on pension assets and liabilities of £9.9m.

The explanations for this change in Actuarial remeasurement are as follows:

e Since assessing liabilities for retirement benefits at 31 March 2023, discount rates have increased and future inflation
assumptions have remained constant which will have improved the balance sheet position as at 31 March 2023. The
change in the real discount rate over the year along with revised financial and demographic assumptions has resulted in
a decrease in the liabilities measured at today’s prices of around £22.2m

e Asset returns on the Fund in the year to 31 March 2024 were higher than expected for the Council, which improved the
balance sheet position by £44.1m.

e In applying an asset ceiling adjustment under IFRIC 14 to adjust for the value of the asset that cannot be realised by the
Authority either through refunds or by reducing future employer contributions, there was a reduction to the asset value
of £76.2m.

Based on the current benefit structure of the Local Government Pension Scheme (LGPS), and using the roll forward model, the
actuarial estimate of the present value of funded liabilities is approximately £1,473.0m in respect of employee members, deferred
pensioners and pensioners as at 31 March 2024. There is also a liability of approximately £40.0m in respect of LGPS and
Teachers’ unfunded pensions. It is assumed that all unfunded pensions are payable for the remainder of the member’s life.



Narrative Report

The Balance Sheet

Despite the challenges, the Council continues to maintain a strong balance sheet -

At 31 March At 31 March
2023 2024
£000 £000

996,257 Long Term Assets (including Property, Plant & Equipment) 1,021,490
376,414 Current Assets (including debtors and short term investments) 336,410
(159,406) Current Liabilities (including creditors and bank overdraft) (197,162)
(345,204) Long Term Liabilities (333,862)
868,061 Net Assets 826,876

Represented by:

260,002 Usable Reserves 192,949
608,059 Unusable Reserves 633,927
868,061 Total Reserves 826,876

The main changes to the balance sheet in 2023/24 are a decrease in useable reserves of £67m, £50m of which relates to the net
movement on the revenue grants and contributions reserve. This has been matched by a corresponding decrease in short term
investments shown within current assets.

Academy Schools — seven schools are expected to convert to Academy status in 2024/25. Four are already off balance-sheet
due to being Voluntary Controlled schools, whereas the net book value of property, plant and equipment of the other three will
be written out of the Council’s balance sheet at the date of conversion. Their net book value included within the balance sheet at
31 March 2024 is £4.758m.

Statement of Accounts

The purpose of the Statement of Accounts is to give electors, those subject to locally levied taxes and charges, Members of the
Council, employees and other interested parties clear information about the Council’s finances. The format of the Statement of
Accounts is governed by the Code of Practice on Local Authority Accounting in the United Kingdom (the Code). To make the
document as useful as possible to its audience and make meaningful comparisons between authorities the Code requires:

o All Statements of Accounts to reflect a consistent presentation;
e Interpretation and explanation of the Statement of Accounts to be provided; and
e The Statement of Accounts and supporting notes to be written in plain language.

This Statement of Accounts comprises various sections and statements, which are briefly explained below:

e Narrative Report - this provides information on the format of this Statement of Accounts as well as a review of the financial
position of the Council for the financial year 2023/24;

e The Statement of Responsibilities which details the responsibilities of the Council and the Chief Finance Officer (S151 Officer)
concerning the Council’s financial affairs and the actual Statement of Accounts;

e The Independent Auditor's Report to the Council — this is provided by the external auditors, Grant Thornton UK LLP, following
the completion of the annual audit;

e Annual Governance Statement — the Council is required to carry out an annual review of the effectiveness of the system of
internal control and to include a status report with the Statement of Accounts. The Statement explains how the Council has
complied with the Code of Corporate Governance during 2023/24. However, any significant events or developments that
occur between 31 March 2024 and the date on which the Statement of Accounts is signed by the Chief Finance Officer must
also be reported;

e The Core Accounting Statements comprise:

~ The Comprehensive Income and Expenditure Statement (CIES) — this is fundamental to the understanding of a
Council’s activities. It brings together all of the functions of the Council and summarises all of the resources that the
Council has generated, consumed or set aside in providing services during the year.

~ The Movement in Reserves Statement (MiRS) — this statement shows the movement in the year on the different
reserves held by the Council, analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure and
mitigate the risk and impact of unplanned events) and other reserves.

~ The Balance Sheet — this shows the value as at the Balance Sheet date of the assets and liabilities recognised by the
Council. The net assets of the Council (assets less liabilities) are matched by the reserves held by the Council.

~ The Cash Flow Statement — this summarises the changes in cash and cash equivalents of the Council during the
reporting period.

e The Accounting Policies Note explains the basis for the recognition, measurement, and disclosure of transactions in the
Accounting Statements;
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e The Notes to the Accounting Statements provide supporting and explanatory information and are fundamentally important in
the presentation of a true and fair view;

e The Pension Fund Accounts — the East Sussex Pension Fund is administered by the Council; however, the Pension Fund
must be completely separate from the Council’s own finances. This statement is an extract from the Pension Fund Annual
Report and summarises the financial position of the East Sussex Pension Fund, including all income and expenditure for
2023/24, together with assets and liabilities as at 31 March 2024; and

e Aglossary to the Statement of Accounts is also included to help to make what is ultimately a technical accounting document
more understandable to the reader.

Changes to financial reporting requirements and accounting policies

The Code of Practice is based on International Financial Reporting Standards (IFRSs) and has been developed by the
CIPFA/LASAAC Code Board under the oversight of the Financial Reporting Advisory Board. The Code is based on approved
accounting standards issued by the International Accounting Standards Board and interpretations of the International Financial
Reporting Interpretations Committee, except where these are inconsistent with specific statutory requirements. The Code also
draws on approved accounting standards issued by the International Public Sector Accounting Standards Board and the UK
Accounting Standards Board where these provide additional guidance.

The Code has been prepared on the basis of accounting standards and interpretations in effect for accounting periods
commencing on or before 1 January 2023 and applies for accounting periods commencing on or after 1 April 2023. The key
accounting changes principally introduced by the Code in 2023/24 are:

a) Amendments to Section 3.3 of the Code reflecting amendments to IAS 8, which clarify the distinction between changes in
accounting estimates and changes in accounting policies and the correction of errors.

b) Amendments to Section 3.4 of the Code reflecting changes to IAS 1, which help preparers to provide more focused and
proportionate information on accounting policies.

¢) Amendments to Section 4.1 of the Code, which provide a temporary relief so that local authorities are not required to report
the gross book value and accumulated depreciation for infrastructure assets.

d) A new Annex to Section 4.1 of the Code that sets out the prescriptions of the Code for infrastructure assets in predecessor
Codes.

e) Confirmation in Appendix C (Changes in Accounting Policies: Disclosures in the 2022/23 and 2023/24 Financial Statements)
of the transitional reporting requirements of the new standards introduced in the 2023/24 Code, while also having regard to
requirements in relation to voluntary adoption of IFRS 16.

f) Confirmation in Appendix D (New or Amended Standards Introduced to the 2023/24 Code) of the new standards introduced to
the 2023/24 Code.

Under the Code, the Authority is required to disclose details on the impact of an accounting change required by new accounting
standards that have been issued, but not yet adopted, by the Code. The standards introduced by the 2024/25 Code where
disclosures are required in the 2023/24 financial statements are:

a) IFRS 16 Leases issued in January 2016

b) Classification of Liabilities as Current or Non-current (Amendments to IAS 1) issued in January 2020.

c) Lease Liability in a Sale and Leaseback (Amendments to IFRS 16) issued in September 2022. The amendments to IFRS 16
add subsequent measurement requirements for sale and leaseback transactions.

d) Non-current Liabilities with Covenants (Amendments to IAS 1) issued in October 2022.

e) International Tax Reform: Pillar Two Model Rules (Amendments to IAS 12) issued in May 2023.

f) Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7) issued in May 2023.

The Council’s Stewardship, Responsibilities and Financial Management Polices

The Council deals with considerable sums of public money. The Council’s Financial Regulations provide the framework within
which financial control operates. To conduct its business efficiently, a council needs to ensure that it has sound financial
management and procedures in place and that they are strictly adhered to. Strict compliance with these policies ensures that the
Council’s policy objectives are pursued in a prudent and efficient way. These Financial Regulations provide clarity about the
accountability of individuals — Cabinet; Members; the Chief Executive; the Monitoring Officer; the Chief Finance Officer and Service
Directors.

There are five key areas covered by the Financial Regulations. These are:

1. General financial management and planning;

2. Accounting and audit arrangements;

3. Control of resources (finances, staffing, systems and contracts);
4. Banking, treasury, investment, and insurance; and

5. External arrangements.

These Financial Regulations link with other internal regulatory documents forming part of the County Council’'s Constitution,
including Standing Orders, Standard Financial Procedures and Departmental Guidance and Procedures. This Statement of
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Accounts is part of that stewardship process, i.e. the process for being publicly accountable for the collection and application of
public money. The responsibilities of the Council and its designated Chief Finance Officer are set out in the Constitution.

The Annual Governance Statement, which accompanies this Statement of Accounts, covers more than just financial matters and
is set out in full on pages 22 — 37.

Our financial framework relies on the quality of the financial systems of the Council. There is a commitment to continually seek to
improve systems to ensure information is available in an accessible and timely manner and that key financial processes are
managed efficiently and economically.

The Audit Opinion

The 2023/24 Audit Opinion and Certificate is available on pages 18 — 21.

After the audit is finished the auditor will issue a certificate of completion.

East Sussex County Council Page 16



Statement of Responsibilities for the Statement of Accounts

The Authority’s Responsibilities
The Authority is required:

. to make arrangements for the proper administration of its financial affairs and to ensure that one of its officers has the
responsibility for the administration of those affairs. In this authority, that officer is the Chief Finance Officer — Section 151
Officer.

. to manage its affairs to secure economic, efficient and effective use of resources and safeguard its assets; and

. to approve the Statement of Accounts, which include the accounting statements for East Sussex Pension Fund.

The Responsibilities of the Chief Finance Officer — Section 151 Officer

The Chief Finance Officer is responsible for the preparation of the Authority’s Statement of Accounts which, in terms of the
Chartered Institute of Public Finance and Accountancy/Local Authorities (Scotland) Accounts Advisory Committee Code of
Practice on Local Authority Accounting in the United Kingdom (‘the Code’), is required to provide a true and fair view of the
Authority at the accounting date and its income and expenditure for the year ended 31 March 2024.

In preparing this Statement of Accounts, the Chief Finance Officer has:

. selected suitable accounting policies and then applied them consistently;
. made judgements and estimates that were reasonable and prudent; and
. complied with the Code.

The Chief Finance Officer has also:

. kept proper accounting records which were up to date;

. taken reasonable steps for the prevention and detection of fraud and other irregularities;

. assessed the Council’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern;
. used the going concern basis of accounting on the assumption that the functions of the Council will continue in

operational existence for the foreseeable future; and

. maintained such internal controls as they determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

| certify that the Statement of Accounts gives a true and fair view of the Council’s financial position and its income and expenditure
for the year ended 31 March 2024.

lan Gutsell
Chief Finance Officer (Section 151 Officer)
31 May 2024
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East Sussex County Council Annual Governance Statement 2023/24

Executive Summary

The Annual Governance Statement (AGS) explains the processes and systems which give assurance for the
effectiveness of the County Council’s discharge of its responsibilities. It covers the period 1 April 2023 to 31
March 2024.

A summary of assurance is given for each of the seven principles on which the Statement is based.

The Purpose of the Governance Assurance Framework

1. East Sussex County Council (the ‘Council’) is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is safeguarded and properly accounted
for, and used economically, efficiently and effectively. The Council also has a duty under the Local
Government Act 1999 to make arrangements to secure continuous improvement in the way in which its
functions are exercised.

2. Indischarging this overall responsibility, County Councillors (‘Members’) and senior officers are responsible
for putting in place proper arrangements for the governance of the Council’s affairs, the effective exercise of
its functions, the management of risk and the stewardship of the resources at its disposal. To this end, the
Council has approved and adopted a Local Code of Corporate Governance (the ‘Local Code’), which is
consistent with the principles of the Chartered Institute of Public Finance and Accountancy (CIPFA)/ Society
of Local Authority Chief Executives and Senior Managers (SOLACE) Framework Delivering Good
Governance in Local Government. A copy of the Local Code is on our website and is set out in Annex C.
This Statement also sets out how the Council has complied with its Local Code and also meets the
requirements of the Accounts and Audit (England) Regulations 2015, regulation 4(3), which requires all
relevant bodies to prepare an annual governance statement.

3. Good governance is about how the Council ensures that it is doing the right things, in the right way, for the
right people, in a timely, inclusive, open, honest and accountable manner. Our governance framework
comprises the systems, processes, culture and values by which the Council is directed and controlled.
Through effective governance the Council is accountable to, engages with and, where appropriate, leads the
community.

4. The Local Code can provide only reasonable and not absolute assurance that the Council achieves its aim of
good governance. Equally, the Council's system of internal control is designed to identify and prioritise the
risks to the achievement of our policies, aims and objectives, to evaluate the likelihood and impact of those
risks being realised and to manage those risks efficiently, effectively and economically. It cannot eliminate
all risk of failure; it can therefore only provide reasonable and not absolute assurance that our policies, aims
and objectives are achieved.

5. The Local Code and the system of internal control have been in place at the Council for the year ended 31
March 2024 and up to the date of the approval of the statement of accounts.

6. The East Sussex County Council Framework for the Annual Governance Statement is set out at Annex D.
Review of effectiveness

7. The Council reviews the effectiveness of its governance arrangements, including its system of internal control,
on an ongoing basis. This review of effectiveness is informed by:

. the work of Members through the Cabinet, Committees (including Governance Committee, Standards
Committee, Audit Committee, Scrutiny Committees) generally and the full Council;

. the work of Chief Officers and managers within the Council, who have primary responsibility for the
development and maintenance of the internal control environment;

. the work of the Chief Executive, Monitoring Officer, Chief Finance Officer and the Statutory Officers
Group (SOG);

. the risk management arrangements, including the maintenance and regular review of strategic risks by
Chief Officers and departmental risks by management teams;

. the work of the internal audit service including their quarterly progress reports, ongoing action tracking
arrangements and overall annual report and opinion;
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the external auditors in their audit annual letter and annual governance report;

the judgements of a range of external inspection and other statutory bodies including the Local
Government and Social Care Ombudsman, the Care Quality Commission and the Office for Standards
in Education.

Key elements of the governance and internal control environments

8. The key elements that comprise the Council’s governance arrangements are set out in the Local Code and
they include:

a Council Plan that sets out our vision for the community and the outcomes we intend to achieve;

an established medium term planning process including the process for reconciling policy priorities with
financial resources, which takes account of performance and the need to improve both customer focus
and efficiency;

a business planning and performance management framework which includes setting clear objectives
and targets, both financial and otherwise;

regular reporting of performance against the Council’s key objectives, as set out in the Council Plan, to
officers and Members;

established budgeting systems, clear budget management guidance and regular reporting of financial
performance against budget forecasts to officers and Members;

financial management structures which promote ownership of financial issues within service
departments;

compliance with CIPFA’s Statement on the Role of the Chief Finance Officer;

the Council’s constitution which sets out clear arrangements for decision-making, scrutiny,
communication and the delegation of powers to officers and Members;

codes of conduct for Members and employees which set out clear expectations for standards of
behaviour;

a clear framework for financial governance based on Procurement and Contract Standing Orders,
Financial Regulations and Standard Financial Procedures;

a risk management framework, which takes account of both strategic and operational risks and ensures
that they are appropriately managed and controlled;

Member committees with clear responsibilities for governance, audit and standards;

established arrangements for dealing with complaints and whistleblowing, and combating fraud and
corruption;

schemes for identifying the development needs of Members and officers, supported by appropriate
training;

strategies for communication and consultation with the people of East Sussex and our key stakeholders;
clear guidance that promotes good governance in our partnership working;

a range of policies and processes designed to ensure best practice and legal compliance for personnel
matters, ICT security, access to information, data protection and project management.

The Governance Assurance Framework Principles

9. There are seven principles and sub-principles of Corporate Governance adopted by the Council, as set out
below. Assurance for how they are met is provided in the text below each principle in this Statement. Whilst
descriptions of how the principles are met are included in each section, this Statement should be viewed in
its entirety as there is overlap between the principles and how they are met. Further work to be done is
highlighted and set out at Annex E.

Principle Description of Principle

A Behaving with integrity, demonstrating strong commitment to ethical values and
respecting the rule of law.

B Ensuring openness and comprehensive stakeholder engagement.

C Defining outcomes in terms of sustainable economic, social and environmental
benefits.

D Determining the interventions necessary to optimize the achievement of the

intended outcomes.
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Principle Description of Principle

E Developing the entity’s capacity including the capability of its leadership and the
individuals within it.

F Managing risks and performance through robust internal control and strong public
financial management.

G Implementing good practices in transparency, reporting and audit to deliver
effective accountability.

The County Council’s Governance Framework

10. The governance framework covers the allocation of functions, the rules for how they are carried out and the
mechanisms for tracking that this happens correctly. The relationship of responsibilities is shown here:

v
Cabinet
(Lead
Members)

Leader

Full
Council/Constitution Standards
+ Committee

|

Other committees incl.
| Pensions Committee

Place Scrutiny Governance

Committee Audit Regulatory Committee
Committee Committee
e People Scrutiny |
Committee
| Planning
Health Overview and Committee

Scrutiny Committee |
|

-
[ Officers — Head of] Paid Service, Monitoring Officer, 151 Officer, Statutory Officer Group

Executive

Non-Executive

Section A: Behaving with integrity, demonstrating strong commitment to ethical values, and respecting

the rule of law

Assured

The Council has high standards for sound governance as set out in law and government guidance. It promotes

a culture of compliance.

The Council’s codes of conduct set out expectations and requirements for behaving with integrity for both
Members and officers. Action was taken to promote these and provide assurance that they continue to be
implemented fully and correctly.

11. The Governance Committee oversees the democratic arrangements of the Council and reviews and advises
Full Council on the Constitution. The Responsibility for Functions (including the Scheme of Delegation) and
Standing Orders require Members and officers to ensure that all decisions are compliant with internal policies
and procedures, as well as with the law. These help ensure transparent decision-making, giving authority and
certainty to the allocation of responsibilities as set out in the Constitution.

12. Part 5 of the Constitution contains the Code of Conduct for Members. A parallel Code of Conduct for officers
sits in the suite of employee policies. The Council has also adopted policies relating to responsibilities for
ethical behaviour including equality and sustainability, such as the Equality of Opportunity and Diversity Policy
Statement. Decision-making is supported by advice from officers and internal guidance that should ensure
compliance with these policies.
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13.

14.

15.

16.

17.

18.

The statutory roles of the Chief Financial Officer (s.151 officer) and the Monitoring Officer are set out in the
Constitution and in the scheme of delegation. They provide oversight of propriety and lawfulness. They have
a direct reporting line to the Chief Executive and are involved in all major decision-making as part of the
Corporate Management Team, as well as being signatories to all key and other significant decisions.

The codes of conduct define the standards of behaviour for Members and officers. All Members undertake
training on the Member Code of Conduct. Member conduct is monitored by the Standards Committee, which
has a remit to deal with complaints of breaches of the Member Code of Conduct. All Members complete the
register of interests and receive quarterly reminders on the subject of personal interest declarations, and it is
a standing item on all formal meeting agendas for both officers and Members. In relation to the appointment
of Members to outside bodies, the Council will avoid structural conflict of interests where possible.

The Council has a whistleblowing policy to offer a route for challenges to processes or actions within the
Council where complainants need confidentiality. The use and effectiveness of the policy is overseen by the
SOG made up of the Chief Executive, Monitoring Officer, Chief Finance Officer, Chief Internal Auditor,
Assistant Director for HR, and the Chief Operating Officer.

A system for recording officer interests, including gifts and hospitality, is in place and kept under review. A
review of the system was undertaken in 2020 and actions were identified to improve the current system. The
current system is situated within SharePoint 2013, support for which is soon to be withdrawn. Work is under
way to migrate the system to SharePoint Online.

The Council's Procurement and Contract Standing Orders and the Financial Regulations and Procedures
provide rules for lawful and sound processes for contract and spending decisions. These are managed by the
Chief Operating Officer, Monitoring Officer, and Chief Financial Officer in consultation with the Governance
Committee. These Standing Orders help ensure transparency and a Governance framework in relation to
how decisions are made.

The Officer Scheme of Delegation is held under regular review by the Chief Executive and the Monitoring
Officer, with any new delegations needing the agreement of the Leader of the Council (for executive functions)
or the Governance Committee (for non-executive functions).

Section B: Ensuring openness and comprehensive stakeholder engagement

Assured

The Council exists to serve its residents and is dependent on a wide range of stakeholders for working effectively
in partnership.

Consultation and engagement mechanisms are in place and are used effectively.

The Council has clear decision-making processes and rules and procedures to enforce them which emphasise
openness and transparency.

Decision-making and Scrutiny

19.

20.

21.

The Council is the principal decision-making body and forum for political debate. All Council meetings take
place in public and are webcast. The Council sets the strategic aims that form the Policy Framework and
determines the Council’s budget following a well-developed process of Member engagement and scrutiny.

The Executive (Cabinet) takes decisions on most matters of Council policy and service delivery. The non-
executive responsibilities of the Council are discharged through its non-executive committees as described
in the Constitution. The Council appoints Members to Scrutiny Committees, by which Cabinet is held to
account through Member overview and scrutiny. Scrutiny Committees are politically proportionate. Chairs and
Vice-Chairs are appointed by Full Council. Influential scrutiny is achieved by ensuring the Scrutiny
Committee’s involvement in the Reconciling Policy, Performance and Resources (RPPR) process and having
significant decisions or proposals previewed. Proposals may also be called in for scrutiny after a decision has
been proposed in final form. The Council has determined that all Scrutiny Committee meetings take place in
public and be webcast. An overview and summary of the work of the Scrutiny Committees is reported to the
Governance Committee on a 6 monthly basis.

The Forward Plan describes all significant (key) decisions planned to be taken in the following four months
and is published and updated at least monthly. The Forward Plan is used by Scrutiny Committees to help
plan business. As decisions become more significant in terms of service changes and savings proposals there
is a greater need to ensure early awareness by, and engagement with, all Members.
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22.

23.

24,

25.

26.

27.

28.

Decision-making operates with a presumption of openness. Cabinet, Lead Member and committee meetings
are held in public. Members of the public can subscribe to email updates on Council committee meetings in
which they have expressed an interest. Agendas and reports for Cabinet and committee meetings, unless
considered exempt from publication, are published at least five clear working days in advance — exceptions
are explained in public documents.

Decisions and agendas are held on the Council’'s website. The content management system, Modern.Gov, is
the principal method of publishing the Forward Plan, decisions, agendas, and minutes. Members and staff
have portable devices which can easily access Modern.gov information. The Constitution also prescribes the
rules and constraints around urgent decisions (including those not notified in the Forward Plan). Key decisions
taken under special urgency provisions (as set out in the Constitution) are reported to the Council. The report
to the Council includes a summary of the decisions taken under these provisions.

To retain the benefits identified through remote meetings, the Council has agreed the following measures,
which are permitted under existing legislation:

Full Council — All Council Members must attend in person.

Cabinet — all Members of the Cabinet must attend in person. Officers and other Members (including
opposition spokespersons and local Members), as well as petitioners are permitted (with the agreement of
the Chair) to attend and speak remotely.

Planning Committee — All Members of the Committee must attend in person. Officers and members of the
public or local Members making representations are permitted to attend remotely.

At the Council’s Panels and Committees (including Governance Committee, Pension Committee, Scrutiny
Committees, Audit Committee and Health and Wellbeing Board) — Committee and Panel Members must be
present in person (unless legally permitted to attend remotely). Other participants, including officers and
advisors, may attend remotely.

Pension Board — may be wholly remote or a hybrid meeting with some Members present physically and
others remotely at the Chair’s discretion.

Lead Member decisions are not subject to the same legislation that applies to the majority of Council and
committee meetings (i.e., that requires the Members of those committees to meet in person). The Council
agreed that Lead Member decisions can continue to be made remotely on an ongoing basis, subject to the
discretion of the Lead Member to hold a physical meeting if preferred. Other Members, with the agreement of
the Lead Member, are able to attend and speak virtually at Lead Member meetings, whether the meeting itself
is a remote or a physical meeting. All Lead Member meetings held remotely are webcast to facilitate public
access and provision is made at County Hall for those members of the public who may not have access to
the webcast to be able to watch it.

During 2023, the Council undertook a review of its process for considering Notices of Motion to ensure that
the process remains efficient, effective and fit for purpose.

Full Council agreed, to retain the existing process whereby the Chairman of the Council determines the most
appropriate route for the Motion to take. However, it was agreed that where a motion is referred straight to
Full Council, it shall be accompanied by an officer briefing to ensure that full context and background
information is provided. It was also agreed that where a motion is referred straight to Full Council, the deadline
for submitting a Notice of Motion shall be twenty Working Days before the meeting at which it is to be
considered. The revised process will be kept under review.

Communication to the public is via the Council’s website, in public meetings, and through social media. The
Council’s corporate website meets legal requirements to ensure content is accessible to as many people as
possible. A transition to the new, accessible corporate pages was completed in May 2022. Stakeholders and
Partnership

The Council works with a range of stakeholders. This includes a range of public bodies, local authorities, the
NHS, and Sussex Police. Other tiers of local government are important partners in many areas of service
delivery, strategic planning, and community development. There are both formal and informal forums in place
for regular liaison with elected Members and senior officers in the district and borough councils, including
regular meetings of all the leaders of the councils (East Sussex Joint Leaders Meetings), to discuss issues of
common interest, and regular meetings of all chief executives, including the Chief Fire Officer, Chief
Superintendent and the Chief Executive of East Sussex College Group (East Sussex Chief Executives
Group). The Leader and Chief Executive of the Council are members of the East Sussex Strategic
Partnership, which brings together public services, local businesses, community groups, and Voluntary,
Community and Social Enterprise (VCSE) sector organisations to work together in a co-ordinated way to plan
local services, tackle issues that matter to residents, and improve quality of life in East Sussex.
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29.

30.

31.

32.

33.

34.

35.

36.

Regular meetings with other partners are held at various levels between officers to oversee operational,
commissioning and service planning. For several years the Council has operated a joint service
commissioning and pooled budget agreement with the NHS to cover a range of social care and NHS services,
principally through the Better Care Fund.

The Sussex Integrated Care System (ICS) is made up of two statutory bodies; the Sussex Health and Care
Assembly (the Integrated Care Partnership) and the NHS Sussex Integrated care Board (ICB). The Sussex
Assembly is a joint committee formed by the NHS Sussex ICB with East Sussex County Council (ESCC),
West Sussex County Council (WSCC), and Brighton & Hove City Council (BHCC). The Leader of the Council
is a member of the Sussex Assembly (the ICP) in his role as Chair of the East Sussex Health and Wellbeing
Board, the principal forum for health and social care liaison and partnership. It was agreed in February 2024
that a new Independent Assembly Chair will be engaged by one of the Local Authorities on behalf of all four
statutory partner members through a competitive selection process, with unanimous support for the
successful candidate. The Chair will work closely with NHS Sussex ICB and all three Local Authorities to plan
meetings and agendas in advance of meetings. ESCC will take the lead on recruiting the Independent
Assembly Chair in 2024/25, and NHS Sussex will continue to publish the agendas, papers and meeting
recordings on the Sussex Health and Care website. By agreement of the Chief Executives of each of the
Councils, the three upper tier Councils in Sussex (namely East Sussex County Council, West Sussex County
Council and Brighton and Hove City Council) are represented on the NHS Sussex Integrated Care Board (the
ICB) by the ESCC Director of Adult Social Care and Health, the BHCC Director of Children’s Services and
the WSCC Director of Public Health. Each Officer provides a collective view from their professional peers
drawn from across all three councils, which will alternate between professions on a timely basis.

The five-year Sussex Integrated Care Strategy ‘Improving Lives Together was approved by the Sussex
Assembly in December 2022 which sets out our shared ambition for a healthier future for everyone in Sussex
over the next five years. In line with the NHS England Joint Forward Plan guidance, the supporting Sussex
Shared Delivery Plan (SDP) was developed and agreed by all system partners in July 2023, and covers areas
for immediate, continuous and long term improvement, as well as shared priorities specific to each of the
three statutory Health and Wellbeing Boards and their populations in Sussex. Joint work takes place with the
NHS on a pan-Sussex and Place (East Sussex) level which contributes to a range of service improvement
objectives for the benefit of the East Sussex population.

Both the Strategy and the SDP build on our understanding of population health needs in East Sussex, and
the refreshed East Sussex Health and Wellbeing Strategy ‘Healthy Lives, Healthy People (2022 — 2027)'.
Delivery plans reflect our shared HWB priority transformation programmes covering children and young
people, mental health, community (and integrated community teams) and improving health outcomes. A core
principle for this joint work is that the primary building blocks in Sussex are the three ‘Places’ (East Sussex,
West Sussex and Brighton and Hove). East Sussex is clear that ‘Place’ is key to strategic leadership, local
commissioning and delivery in order to achieve the best health, care and wellbeing outcome for our
population. This is operationalised through the East Sussex Health and Care Partnership which brings
together local NHS partners with the County Council, Borough and District Councils, the VCSE Alliance and
Healthwatch. The Partnership is accountable to the HWB and is the forum for local strategic management of
integration and delivery of the SDP. There is a joint Executive Delivery Group that oversees system pressures,
specific transformation programmes and the Better Care Fund (BCF), and a wider strategic Partnership
Board.

The Council has set out its commitment to working in partnership with residents, businesses, communities,
the VCSE sector, and local authority partners through a number of initiatives. It has a set of partnership
principles with the VCSE sector for the commitment to more effective ways of working together, building
stronger alliances, and empowering joint action.

The Leader of the Council is also appointed on behalf of the Council as a director of South East Local
Enterprise Partnership Limited (SELEP). Following the government’s announcement in August 2023 that the
national network of local enterprise partnerships would no longer be funded beyond 2023/24 and that local
enterprise functions would be transferred to the constituent upper tier local authorities, it was anticipated that
SELEP would be wound up by 31 March 2024.

The functions that transferred to the Council on 1 April 2024 are business representation and strategic
economic planning. The winding up the LEP is expected to take place in the 2024/25 finance year. The Leader
will cease as a director of SELEP with effect from the date it is wound up.

Cabinet agreed the SELEP Transition Plan in March 2024 and the Council will enter into a Transition
Agreement with Essex County Council (as the accountable body for SELEP), the other SELEP upper tier local
authorities and the Department for Levelling Up, Housing and Communities later in 2024 to formalise the
transfer arrangements.
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Consultation and engagement in East Sussex

37.

38.

39.

40.

The Council is committed to working with residents, businesses, communities, service users, and partners to
help prioritise what it does, to give them a say over the approach and to have the chance to get involved in
delivery and change. This requires sound arrangements for engagement and consultation.

The Council uses a variety of ways to engage residents and other stakeholders - publications (printed and
digital), press releases and social media to keep people informed of plans or decisions, and engagement via
guestionnaires, public events, workshops, focus groups, satisfaction surveys and feedback forms.

In 2023 the Council developed a communications strategy setting out how ESCC’s communications are
designed to support the council’s priority outcomes and keep residents well informed of services, information
and activities that may be useful to them.

Consultation and Engagement Quality Assurance is managed within departments. Services must develop
projects which are robust and produce reliable valid data upon which decisions can be made.

Formal consultation

41.

42.

43.

44,

45,

46.

Formal consultation will generally only be undertaken where there is a statutory duty or legitimate expectation
and where there is a service or policy need to do so. Consultations are carried out in accordance with current
national Consultation Principles guidance and, where applicable, the Council’'s ‘Statement of Community
Involvement’. Individual services are required to maintain open channels of communication with relevant
stakeholder groups and representative bodies where relevant to service planning.

All formal public consultations and engagement projects are made accessible online using the ‘Citizen Space’
consultation hub software. Other formats are available on request. They are also published on the Council’s
News and Press Release webpages. The Council ensures compliance with the public sector equality duty
when processing and securing formal key decisions. The Council has taken steps to improve consistency and
appropriateness of use of Equality Impact Assessments, and the template documentation for Key Decisions
has been updated to include a prompt for officers to consider Equality implications. Further attention is
required to ensure consistent compliance across all types of decisions.

The information gathered is analysed and considered as part of the decision-making process. Analysis reports
and decisions are made available on the ‘Citizen Space’ engagement hub webpages as a means of ensuring
clarity and increasing public trust in decision-making processes.

All elected Members, as part of their induction, were offered Equality, Diversity, and Inclusion in Leadership
training to enable them to recognise the considerations that underpin fair decision-making in the Council and
to ensure they can fulfil their legal obligations under the Equality Act 2010. All elected Members, as part of
their induction, were offered “Let’'s Talk Equality” training which explored language and terminology around
equality characteristics as well as training on Census 2021 equality data.

The Council’s Corporate Equality Board continues to champion and support the integration of Equality,
Diversity and Inclusion in day-to-day business throughout the Council’s services. Through its work, the Board
helps the Council secure its vision of creating services that understand and effectively respond to our local
communities and to meet its legal duties.

Through the Board, the Council develops and agrees an annual Equality, Diversity & Inclusion Action Plan. It

defines priority cross-council functions for each year and the plan for 2024-25 will be agreed in May. Key
successes from the 2023-24 Plan include:

e updating the Council’'s equality commitment, to reflect our approach and ambitions;

® a joint project with the NHS to improve the quality of equality information we collect to better inform
and improve service delivery and workplace activity;

e further training and guidance has been provided to support strong recruitment practice to ensure the
council recruits the best candidates for its diverse roles;

e The recommendations of our workplace adjustment review have been implemented to strengthen
support and streamline the process; and

e further equality learning opportunities have been offered to all elected Members, including a session
focused on Census 2021 data on ethnic minority people in the county and current issues.


https://www.gov.uk/government/publications/consultation-principles-guidance
https://www.eastsussex.gov.uk/media/10908/statement-of-community-involvement-2018.pdf
https://www.eastsussex.gov.uk/media/10908/statement-of-community-involvement-2018.pdf
https://consultation.eastsussex.gov.uk/
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The Council continues to implement its equality objectives as part of our public sector equality duty
compliance.

47. The Council has a Petitions Scheme describing how petitions from residents are dealt with by the Council.
These enable a petitioner to speak with a Cabinet Member or at a committee, or to the Council if prescribed
thresholds for signatures are reached. A response is made to each petition, explaining what the Council will
or will not do in response.

SECTION C: Defining outcomes in terms of sustainable economic, social, and environmental benefits

Assured

The Council has established arrangements to define outcomes and monitor performance against agreed
measures. These cover the strategic aims for supporting the economy, complement the social value policy of the
Council and are built against a theme to address sustainability to support the Council’s climate change
commitments.

In setting policies and strategies, the Council takes a long-term view of outcomes, taking into account sustainable
economic, social, and environmental aims and has effective, comprehensive performance monitoring in place.

The corporate document ‘the Council Plan’ was adopted by the Council in February 2024. The Plan covers the
period 2023-26 and performance has and will continue to be monitored in a structured, timely and transparent
way by the leadership team, by Cabinet Members and through Scrutiny Committees.

48. The Council Plan 2024-2025 outlines the priorities for the Council over the next three years and how they are
to be assessed in terms of delivery and measures to monitor performance. It was agreed by Full Council in
February 2024 and is subject to quarterly performance monitoring by Cabinet and Full Council. The Council
Plan was developed by the Cabinet and Corporate Management Team with the engagement of elected
Members, Scrutiny Committees, and officers at all levels. Measures and targets were developed and
approved as part of the agreed plan and are published online as well as being reported and scrutinised in
public.

49. Active monitoring of performance is undertaken through regular reviews of business plans and with all staff
through individual staff performance conversations. These arrangements link to performance and regular
reviews of business plans. The Cabinet reviews the Quarterly Monitoring Report on a quarterly basis and this
is reported to Full Council. The Council remains committed to the sustainable economic growth of East
Sussex. Over the last year we have been developing a new strategy to guide the investment we and our
partners make to achieve the growth and prosperity we aspire to. The strategy has been subject to wide
ranging consultation, to ensure it reflects the needs of residents, businesses and stakeholders.

50. The strategy takes a long-term view, with a time horizon of 2050, and complements other related strategies
around decarbonization, health & wellbeing, and transport. It is a strategy for East Sussex, and the
membership of Team East Sussex (the de facto Growth Board for East Sussex), its sub boards such as Skills
East Sussex, and Business East Sussex have been integral to its development.

51. Following the Council’s Notice of Motion on climate change, agreed in September 2019, a Climate
Emergency Plan was formulated with the aim for the organisation to achieve carbon neutrality from its
activities as soon as possible and in any event by 2050. A revised climate action plan for the period 2022-25
was adopted in February 2023 after Member engagement and scrutiny.

52. Aninternal Officer Climate Emergency Board is in place to lead and oversee the delivery of our climate change
action plan. The Board reports on progress each year to Full Council. A dedicated budget of £9.867 is in place
to deliver the action plan, supplemented by £1.9m of successful bids for external funding.

53. Following an internal audit review of the Council’s arrangements in relation to climate change in 2022/23
which received an audit opinion of partial assurance, a follow-up audit was completed 2023-24. This
resulted in an improved opinion of reasonable assurance.

54. Climate change is embedded in the Council Plan for 2023/24, in the corporate capital programme as a basic
need, and in the corporate strategic risk register. Quarterly reporting to Cabinet and monthly management
reporting (internal) will highlight progress on key climate change indicators


http://teamspace.westsussex.gov.uk/teams/DSU/Admin/Protected/Annual_Governance_Statement/Climate%20Change
https://www.eastsussex.gov.uk/environment/climate-change-action-in-east-sussex/climate-emergency-plan
https://new.eastsussex.gov.uk/your-council/about/key-documents/council-plan
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55. The Council’s Social Value Policy (adopted in September 2022) seeks to infuse Social Value into the Council’s
culture through Good Commissioning, Good Procurement and Good Contract Management. The Council’'s
Social Value Review Group, which consists of a group of subject matter experts, enables the Council to deliver
real, meaningful value to local communities and residents.

56. The Place Scrutiny Committee carried out a Scrutiny Review of Procurement in 2022/23 which focussed on
Social Value and ‘Buying Local’ policies and procedures. The Review considered a wide range of evidence
and endorsed the Social Value Policy. The Review made nine recommendations for improvements to the
Council’s approach to Social Value, including: continued engagement and training on social value
requirements; improvements in monitoring the delivery of social value commitments; changes to strengthen
linkages between social value requirements and achieving the Council’s objectives; changes in the Council’s
approach to carbon reduction and climate change measures; and a recommendation to conduct a trial with
the Adult Social Care and Health department to pilot a more qualitative approach to measuring social value,
which may have benefits for the Council, local communities, our Voluntary, Community and Social Enterprise
partners.

57. In response to the Place Scrutiny Committee’s review, the Chief Operating Officer and officers in Business
Services devised an action plan setting out the steps the Council will take to deliver against the
recommendations. The recommendations of the Scrutiny Review together the Chief Officer’s Action Plan were
presented to Cabinet for comment on 18 April 2023 and were accepted at Full Council on 9 May 2023.

58. Place Scrutiny Committee considered an update on the implementation of the Action Plan in March 2024 and
were pleased with the progress that has been made; in particular, the Social Value trial. The Place Scrutiny
Committee will consider a further update report in September 2024.

59. The Council adopted an Environmentally Sustainable Procurement Policy in 2022, in conjunction with Surrey
County Council and Brighton & Hove City Council. This sets out a clear commitment to ensuring our
operations are environmentally sustainable and resilient to future change through its procurement and supply
chain activities and has been embedded in a number of contracts since it was adopted. In 2024 the policy
was updated to improve the use of the waste hierarchy, promoting avoidance and reduction, inclusion of
Carbon Reduction Plans and aligning it with emerging legislation.

SECTION D: Determining the interventions necessary to optimise the achievement of the intended
outcomes

Assured

The Council takes decisions on interventions based on the priorities agreed in the Council Plan. In areas
identified for improvement, systems for governance, oversight, and scrutiny of interventions will continue to
be given particular focus.

60. In December 2023 the Council was inspected by the Office for Standards in Education, Children’s Services
and Skills (Ofsted) under the framework and evaluation schedule for Inspections of Local Authority Children’s
Services (ILACS). The service was judged to be good overall and outstanding for the experiences and
progress of children in care. The report and its findings were reported to Cabinet in March 2024. The report
identified a number of good areas of practice and three areas for improvement relating to the quality of plans
for children and care leavers so that they are all specific, measurable and timebound; the recording of
management oversight, supervision and direction; the oversight, timeliness and rigour of the response to
children experiencing neglect, including children in Public Law Outline pre-proceedings, and in private
fostering arrangement. An improvement is being prepared and will be shared with Ofsted.The financial
outlook faced by the Council represents a step change. Growth in need for the statutory, demand-led services
for vulnerable children and adults which account for around three quarters of our budget, coupled with the
escalation in costs being felt right across the Council, have significantly increased the expenditure required
to maintain core services. Our increased costs have not been offset by additional income.

61. The demand for children’s social care and complexity of cases has continued to increase nationally and
locally; whilst locally the total number of looked after children has remained relatively constant, the cost of all
placements but specifically residential and specialist placements has risen significantly. In line with many
other councils, there are some instances when no placements are available and ESCC has had to use
unregistered placements until a registered placement can be found. In all cases comprehensive risk
assessments are undertaken, which have senior management oversight. Increased visiting by the allocated
social worker is undertaken. Due diligence checks are undertaken on all agencies commissioned to provide
care and support. In addition unregistered placements are scrutinised by the Head of Service for Looked After
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63.

64.

65.

66.

67.

68.

69.

70.

71.

Children, and Assistant Director on a monthly basis and overseen at monthly DMT, and monthly updates are
provided to the DCS, Chief Executive and Ofsted.

The Ofsted inspection of Children’s Services in December 2023 highlighted that ‘A very small number of
children with highly complex needs live in unregistered children’s homes. The arrangements are closely
monitored and the search to identify registered and suitable provision to meet children’s needs is an ongoing
process’.

The Council has commissioned external consultants, IMPOWER to support Children’s Services (CSD) make
informed estimates on future numbers and trends in relation to children cared for by the Council and define
current challenges and opportunities relating to sufficiency and children in care. In May 2023, a Steering
Group to manage the project was established and terms of reference for the Steering Group agreed. The
Steering Group is Chaired by the Director of Children’s Services and includes the Director of Adult Social
Care and Health, the Chief Finance Officer, officers from CSD, and IMPOWER. Progress updates on this
work are regularly reported to CMT.

Work carried out by IMPOWER between May and July 2023 helped the Council better understand the
challenges facing the Council as well as potential opportunities and new ways of working, by drawing on data
analysis, benchmarking, and significant stakeholder engagement. Working with IMPOWER, CSD developed
a set of interventions to enable the Council to realise the opportunities identified to reduce cost and improve
outcomes. Together these interventions form a change programme focused on care and sufficiency and
targeting improvement in outcomes and reduction in cost.

Phase 2 of the project was approved in July 2023 and work commenced at pace to ensure benefits realisation
and mitigation of pressures could take place within this financial year. Phase 3 was agreed in October 2023
and saw the Council establish a Valuing Care Panel; role out further Valuing Care training, host a matching
event with potential placements planned and delivered as well as the first set of fostering workshops
completed.

Artificial Intelligence (Al) describes when computers act independently, in a way that resembles human
reasoning. Al applies advanced analysis and logic-based techniques to interpret events, support and
automate decisions, and take action. The future of Al in local government in the UK is a topic of increasing
importance and interest. As Al technology continues to advance and become more widely available, local
authorities are exploring how it could be used to improve key services and support communities. At the same
time, there are concerns about the potential limitations and risks of using Al in local government, and the need
to carefully consider the implications of this technology.

The Council’'s Corporate Digital Board oversees the governance of Al. Throughout 2023/24 the Corporate
Digital Board has been working to develop pragmatic Guidance, Guardrails and Governance for the Council’s
use of Al. The initial workstreams focused on a usage policy for generative Al, which was considered by CMT
in April 2024, and agreeing a best practice model to manage demand for technologies like
ChatGPT. Subsequent workstreams include developing and sharing best practice guidance and also
exploring what an Ethics Policy should look like and where one would best fit within the Council’'s governance
and policy structure. Pilots will be identified to ensure that development of support and guidance aligns
closely with service needs.

In the medium term, it is proposed that the Corporate Digital Board will develop an underpinning strategic
framework that interprets National Al Strategy into local context. This will set out clear foundations on which
departments can innovate and shape their service response in a consistent way, all the while keeping abreast
of the evolving regulatory landscape and enhanced technological developments.

All Directorates are expected to prepare and monitor Portfolio Plans which set out the actions required to
meet the outcomes set in the Council Plan and the measures, targets and milestones used to monitor their
delivery. These are in place and progress is reviewed regularly by Departmental Management Teams (DMTSs)
alongside financial performance and the directorate’s risk register. The Portfolio Plans are refreshed each
year as part of the annual update of the Council Plan.

The Quarterly Monitoring Report provides details of our performance against our objectives in the Council
Plan. The Cabinet and Full Council review performance through quarterly monitoring and the work of the
Scrutiny Committees and Audit Committee.

The Quarterly Monitoring Report provides an overview of performance against the agreed priorities within the
Council Plan and tracks financial performance and our strategic risks to ensure intended outcomes are kept
in focus and expenditure controlled. The Quarterly Monitoring Report focuses on the delivery of:
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. Council Plan and Performance Measures;
. Medium Financial Term Strategy and in-year budget;
. Strategic Risk Management.

72. All recommendations made by the Ombudsman are reported through the Quarterly Monitoring Report and all
recommendations and findings have been accepted.

73. Executive decision reports provide a public record of all significant decisions to implement service plans and
spend. They are required to show the intended outcomes, the rationale for the proposal, implications for
Council resources, other options considered, advice received, consultation undertaken and how risks are
managed.

74. A number of officer boards chaired by senior officers ensure oversight of strategic areas of Council business
on behalf of the Corporate Management Team. These boards co-ordinate subject matter expertise as well as
overseeing arrangements for the delivery of priorities at an officer level, prior to Member consideration. They
include the Corporate Equality Board, the Corporate Climate Emergency Board, the Communications
Management Board, the Corporate Digital Board, the Customer Experience Board, the Capital Board and the
HR Management Board.

SECTION E: Developing the entity’s capacity, including the capability of its leadership and the
individuals within it

Assured

Officers and Members are expected to have a clear sense of their purpose, roles, and responsibilities in line
with the Council’s vision and the suite of policies and processes which support it.

The Chief Executive and the Corporate Management Team manage the Council’'s workforce, skills and
resource planning. All officers are expected to have their performance monitored and their development needs
identified and addressed. Specific attention is paid to programmes for leadership development. Work continues
to enable the Council’s leaders to promote a positive and supportive culture and to provide the means of
enhancing or reinforcing good leadership skills.

The Council launched a second wave of its leadership programme (Ladder to Leadership) in September 2023.
The programme is designed to encourage junior/mid-level managers to develop the skills required for senior
leadership positions. This includes coaching, mentoring and masterclasses focussed on leadership styles and
strategic leadership as well as the opportunity to work on inter-departmental projects. All senior leaders are
also offered a series of masterclasses designed to support the development of Heads of Service and Assistant
Directors. These masterclasses provide insight into key topic areas that are relevant for strategic leadership in
the public sector.

A system is in place to ensure that all elected Members have an understanding of their roles and
responsibilities when appointed or elected to particular positions within the Council. Members are expected to
be able to fulfil the expectations and demands of their roles as local Members and those positions to which
they may be appointed. Areas of focus for review are identified. Members have received training and support to
help them to focus on the strategic nature of their roles.

Members

75. Arrangements for the Council's Member appointments to specific roles are open and set out in the
Constitution. The Council elects the Leader who decides the composition and responsibilities of the Cabinet.
The Council makes appointments to all committees. Changes can be made at each Full Council meeting. All
terms of reference are published. There is a system for reviewing and refreshing all constitutional terms of
reference for committees and boards which transact Council business.

76. Member roles — Executive and non-executive roles are defined and published within the Constitution on the
Council’'s website and as part of the Members’ Area of the intranet. The Member induction and training
programmes cover these roles. All Member development sessions have attendance and feedback recorded.

77. The knowledge and development needs of Members are identified and addressed through a cross-party
Member Reference Group (MRG). The MRG oversees the delivery of a planned programme of development
to meet Member training needs, taking into account Members’ views on priorities through surveys and
feedback. It reviews the impact of Member development work and identifies areas for improvement.
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78.

79.

Two new members were appointed following by-elections in July and August 2023. Those members were
provided with an induction following their election. Member Services have provided access to All Members to
training sessions designed to help them focus on their strategic roles, including training relating to Fiduciary
duties, planning reform, the role of public health in local government, climate change, race equality in East
Sussex, highways East Sussex, town and village green panels and treasury management. Courses on ‘getting
the most out of Microsoft’ and questioning skills (scrutiny) have also been provided to Members. Members
also received training on their duties around Member Interests and the Code of Conduct in September 2023.
Guidance, which was agreed by the Governance Committee, has been developed and made available to
members in relation to the use of Social Media.

Specialist training is given to Members according to the roles they carry out. This includes training for Cabinet
Members, Members appointed to the Scrutiny Committees and Members of the Regulatory Committee, Audit
Committee, Planning Committee, Pensions Committee and Appeals Panels. Enhanced DBS checks are
carried out for Members in Adult and Children’s Services related roles, with an online training module also
available. As part of the Member Induction, training was also provided to ensure awareness of Information
Governance and data protection responsibilities as they apply to elected Members. Members also received
guidance on cyber security.

Officers

80.

81.

82.

83.

84.

Statutory roles include the designation of the Chief Executive as Head of Paid Service, the Assistant Chief
Executive as the Monitoring Officer and the Chief Finance Officer as s.151 officer. Other critical statutory and
leadership roles and their responsibilities are described in the Council's Constitution. These include the
Director of Children’s Services, the Director of Adult Social Care (ASC) and the Director of Public Health. All
Directors are formally required each year to give assurance as to their compliance and that of their Service
with a range of requirements and expectations of them as senior leaders within the Council.

All levels of management within the Council have a designated role profile and these profiles are accessible
via the Council’s intranet. Officers are given copies of their roles on appointment and are supported through
induction training, their personal development review and supervision in understanding and developing their
roles. Internally published HR procedures cover all aspects of performance and procedure to support
managers.

Personal development priorities are agreed through a personal development review process. There is an
established programme of induction training for new staff. Training is available increasingly through an online
learning system. Leadership skills and development for senior officers is led by the Assistant Director of
Human Resources and Organisational Development.

Issues of capacity and service resilience to ensure service effectiveness are covered through workforce
planning as part of directorate business planning. Being an employer of choice is key to ensuring the Council
can attract and retain the high calibre staff it needs. There are a number of initiatives underway that support
this, including:

. the implementation of hybrid working arrangements as part of the Workstyles review;
the launch of a new employer recruitment brand — ‘We Choose East Sussex’;
a range of targeted recruitment and retention strategies including a ‘Refer a Friend Scheme’,
‘Apprenticeships Incentives Policy’, an updated relocation policy, salary sacrifice schemes, employee
loans policy and financial wellbeing resources;

. targeted actions such as the use of market supplements etc. for specifically identified job roles where a
particular focus is needed;

. review of the corporate Equality, Diversity and Inclusion Action Plan which includes a number of
workforce specific actions to support having a diverse workforce.

In April 2023 the Council launched an ‘Officer's Guide to Governance’ as a reference guide for officers to
understand how the Council’s governance processes operate. The Guide covers a range of topics including:
the Council’'s Constitution, the role of Members, Scrutiny, Procurement, Finance and Data & Information
Management and draws together a range of information from other sources into a single document.

SECTION F: Managing risks and performance through robust internal control and strong public
financial management

Assured

Risk management is robust overall and risks are being considered during business planning and decision-making
processes, corporately and across all services.
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Service and corporate performance management has been addressed in earlier sections of the report.

The Council has robust internal financial controls in place, displays strong public financial management and
operates systems to manage risks and performance in the most effective manner.

85.

86.

87.

88.

89.

90.

91.

92.

The Constitution sets out the rules to ensure robust internal control over the Council’s finances. The system
and arrangements for financial performance management and budget monitoring demonstrate sound internal
monitoring and control and have formal and well published arrangements for Member and officer oversight
and transparency.

The system of internal financial control is based upon a framework of comprehensive financial regulations
and procedures which comply with the CIPFA ‘Good Practice Guide for Financial Regulations in a modern
English Council’. Control is maintained through regular management information, supervision and a structure
of delegation and accountability. External audit of the 2021/22 statement of accounts has now been concluded
and Grant Thornton has provided their final report, which confirms an unqualified audit opinion. Grant
Thornton reported the audit findings for the 2022/23 statement of accounts to the Council’'s Audit Committee
on 24 November 2023. At the time further work was required to conclude the audit and provide final sign off.
The audit of the 2022/23 accounts is nearing completion in April 2024. The report confirms a draft unqualified
audit opinion, but sets out those matters that are yet to be concluded. A certificate of audit completion is
anticipated in early or mid-April. The Council’'s financial management arrangements conform to the
governance requirements of the CIPFA ‘Statement on the Role of the Chief Financial Officer in Local
Government 2010’. A continuous review is maintained. The Financial Regulations and Procedures are kept
under review by the Chief Finance Officer.

In completing and signing the Directorate Assurance Statement, each Chief Officer reviews the effectiveness
of governance arrangements, risk management processes and the system of internal control and considers:

The adequacy and effectiveness of management review processes;

The work of the department’'s management team and other managers and staff;

The regular review of the department’s performance against both financial and non-financial targets;
Outcomes from the strategic and operational risk management processes;

The level of compliance with the Council’s key policies and procedures;

Relevant internal audit reports and results of follow-ups regarding implementation of agreed actions in
relation to audit findings; and

. Outcomes from reviews of services by other bodies including our external auditors, inspectorates and
other statutory and regulatory review bodies.

Evidence of assurance given is supplemented in the Annual Assurance Statement for each directorate. These
include actions for improvement. In 23/24 Internal Audit conducted an audit aimed to provide assurance over
the extent to which policies and procedures exist which contribute to the Council’s overall governance
arrangements, and that Directorate Assurance Statements are in place to improve governance within
individual departments of the Council.

The purpose of the audit was to provide assurance that controls are in place to meet the following objectives:

» Activities to enhance Council governance arrangements, and therefore the integrity, transparency and
efficiency of the Council, are taken in a timely manner by appropriate individuals;

» Key policies and procedures that contribute to the Council’s overall governance arrangements are in
place and subject to regular review, update and approval; and

» Actions from the previous audit have been implemented as agreed.

The Audit was completed in 23/24 and provided substantial assurance

The officer scheme of delegation is critical for the effectiveness of controls of spending and performance.
Directors are required to ensure and confirm the effectiveness of the scheme of officer authorisation and have
worked with the Assistant Chief Executive to ensure that there is shared understanding of the operation of
delegations and the need to continually review them.

The County Council annually reviews the effectiveness of its governance framework including the system of
internal control. The review is informed by the Chief Internal Auditor's Annual Audit Report and Opinion
2023/24, by the external auditor and other agencies and inspectorates. These findings are brought together
within this Statement and are reported annually to the Audit Committee. The Audit Committee undertakes the
functions of an audit committee. This includes review of the work and findings of Internal Audit. The audit
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arrangements which support and reinforce financial controls and assurance are fully addressed under
Principle G below.

93. The appropriate management of risk is a fundamental element of the Council’s ability to provide cost effective,
quality services and to deliver its four priority outcomes. To achieve this, sound risk management policy and
practice are firmly embedded within the culture of the Council, providing a proportionate and effective
mechanism for the identification, assessment and, where appropriate, management of risk. In developing its
Risk Management Framework, the Council recognises that risks cannot be fully managed and that, in being
more innovative, efficient and effective in the delivery of its services, it may choose to take and/or accept
more risk. Where this is the case, robust risk management practice will help ensure that the Council takes
appropriately informed decisions, having properly evaluated the potential risks and the associated
opportunities.

94. The Council’s risk profile is dynamic and continually changing due to the influence of external factors and/or
internal influences. The level of risk can alter and consequently, identified risks and associated mitigations
are regularly re-assessed to address and combat the impact of these changes. In addition, new risks will
periodically emerge which must be identified and analysed to reduce the Council’s exposure to adverse risk.

95. Risk information is recorded within registers maintained at a corporate (strategic) level and individual
department/divisional level. As a minimum, all risk registers should be formally reviewed and updated on a
quarterly basis as part of the Council monitoring process. This process includes a review of departmental risk
registers by each DMT, including any strategic risks for which the Chief Officer concerned has responsibility,
prior to subsequent review by the Corporate Management Team. The Strategic Risk Register is also reviewed
and updated by the Corporate Management Team prior to being reported to Cabinet and the Audit Committee.

96. As part of the above process, consideration is given as to the escalation and de-escalation of risks between
the Departmental and Strategic Risk Registers.

97. There is a separate requirement for material risks connected with proposals, policies and spending decisions
to be formally identified with actions taken to manage such risks in all recorded and published decision reports.

98. Risk management is delivered through robust directorate controls including the business planning process,
supported by the Risk Management Framework. The Chief Operating Officer carries the operational officer
responsibility for risk management. The Chief Executive is accountable to the Council for the effectiveness of
the risk strategy.

SECTION G: Implementing good practices in transparency, reporting and audit, to deliver effective
accountability

Assured

The Council has transparent processes in place through publication of the Forward Plan of key decisions as
well as agendas and reports of its meetings and those of its committees. This includes key decision reports on
the website and the prominence given to reporting and enforcing of agreed audit actions through the Audit
Committee, which meets in public.

The Council has effective, open data reporting arrangements to ensure the accessibility of significant spend,
contractual and other data relevant to financial performance. This has also been addressed through the
development of the performance management reporting arrangements linked to the implementation of the
Council Plan.

99. All meetings of the Full Council and of the committees which discharge executive, non-executive or scrutiny
functions take place in public and have their reports and minutes published on the Council’s website. Cabinet,
Lead Member and Committee decisions, agendas and reports are published on the website and are available
to the press and public. This is driven by the publication of the Forward Plan of key decisions. A limited
number of reports are considered in private session, but only when the subject matter of the report meets the
prescribed criteria set out in the Local Government Act 1972.

Assurance and Significant Governance Issues
100. The Audit Committee undertakes the functions of an audit committee. This includes review of the findings of

Internal Audit. The Committee meets regularly and in public and holds officers to account for the timely
implementation of agreed audit actions.
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101.

102.

103.

104.

105.

106.

107.

108.

109.

In 2021, the Council undertook a high-level a self-assessment of its governance arrangements in light of the
‘Lessons Learned’ report published by Grant Thornton in the same year. In 2023/24, the Council updated this
self-assessment in light of the updated Grant Thornton report issued in September 2022. Additionally, the
Council carried out a self-assessment against the ‘characteristics of a well-functioning authority’ and ‘potential
indicators of failure’ identified by the Department for Levelling Up, Housing and Communities (DLUHC) in the
draft statutory guidance, ‘Best Value Standards and Intervention’, issued in July 2023. The self-assessment
found that the Council's arrangements for governance are robust and well managed.

As a key part of its sector-led support programme, the Local Government Association (LGA) offers a
Corporate Peer Challenge (CPC) to all councils, approximately every five years. LGA CPCs are intended to
be a robust and effective continuous improvement tool managed and delivered by the sector, for the sector,
with local government officers and members — as ‘peers’ - at the heart of the process. The Council’s latest
CPC took place in June 2023. The review offered a timely opportunity to check in on the Council’s progress
over the recent challenging years, including the impact of the pandemic, and to provide an external
perspective on how the Council has been approaching future challenges and whether we are capturing all we
can from national best practice.

As part of the CPC, the peer team considered five themes which form the core components of all CPCs, and
which are critical to the Council’s performance and development: Local priorities and outcomes;
organisational and place leadership; governance and culture; financial planning and management; and
capacity forimprovement. The public report produced by the LGA following the CPC was very positive, finding
ESCC to be a well-run and well-managed council, a trusted and respected partner with a strong track record
of service delivery. Following the CPC, the peer team made eight recommendations for areas to develop,
building on strong foundations already in place. The Council’s response to the recommendations was reported
to Cabinet in September 2023 and thereafter made publicly available.

No assurance can ever be absolute; however, this Statement seeks to provide a reasonable assurance that
there are no significant weaknesses in the Council’'s governance arrangements. On the basis of the review of
the sources of assurance set out in this Statement (in Annex A), the LGA CPC and the self-assessments
carried out, we are satisfied that the Council has in place satisfactory governance arrangements, including a
satisfactory system of internal control, both of which are operating effectively.

The Annual Internal Audit Annual Report and Opinion provides an opinion on the adequacy of the Council’s
control environment as a contribution to the proper, economic, efficient and effective use of resources. The
Council must undertake an effective internal audit to evaluate the effectiveness of its risk management, control
and governance processes, taking into account public sector internal auditing standards or guidance.
Annually, the Chief Internal Auditor is required to provide an overall opinion on the Council’s internal control
environment, risk management arrangements and governance framework to support the Annual Governance
Statement and this is provided in the Internal Audit Annual Report and Opinion. Based on the internal audit
work completed, the Orbis Chief Internal Auditor has provided reasonable assurance that the Council had in
place an adequate and effective framework of governance, risk management and internal control for the
period 1 April 2023 to 31 March 2024.

Additionally, every five years, Orbis Internal Audit is subject to an independent external assessment, with the
scope including assessment of compliance, benchmarking against best practice and assessment of internal
audit’s profile and impact with client organisations. The most recent review was completed in Autumn 2022
by the Chartered Institute of Internal Auditors who assessed Orbis internal audit as achieving the highest level
of conformance against professional standards, with no areas of non-compliance identified.

The Council will continue to regularly monitor issues that may seriously prejudice or prevent achievement of
its key objectives through its strategic risk review process.

Both governance and internal control arrangements must be kept under review to ensure that they continue
to operate effectively, meet changing legislative needs and reflect best practice and our intention to achieve
excellence in all our activities. The Council, through the Directorate Assurance Statements and the Chief
Finance Officer's Assurance Statement, has identified a number of areas where it wishes to enhance its
governance arrangements. These are set out in Annex A to this Statement, together with the department
responsible for them. Each Director has included in their Directorate Assurance Statement confirmation that
the actions identified for 2023/24 have been completed or provided an update and explanation regarding
progress.

In 2022 CIPFA updated its position statement on local authority audit committees and recommended that
each local authority audit committee should include at least two co-opted independent members to provide
appropriate technical expertise. Also in 2022, the Council’s external auditor recommended the Council to
carry out a self-assessment of the effectiveness of the Council’s Audit Committee in line with the National
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Audit Office’s (NAO) ‘Audit and Risk Assurance Committee effectiveness tool’. In October 2023, the Council
agreed the proposal to add two co-opted independent members to the Audit Committee.

110. In addition, officers of the Council have carried out an assessment of the Audit Committee and members of
the Audit Committee were asked to self-assess their skills, both of which were carried out by reference to the
CIPFA Code of Practice. The outcome of the self-assessment were reported to the Audit Committee in March
2023. The two independent members of the Committee will be recruited in 2024/25 based on the skills gaps
identified through the member self-assessment. The findings of the self-assessment were reported to the
Audit Committee in March 2024. For the large part, the assessment identified full compliance to good practice;
however, some areas that require improvement were identified. Actions to address these were included in the
report to Audit Committee. In particular, a standalone Audit Committee Annual Report will now be presented
to Governance Committee; the first one in June 2024 and the Audit Committee terms of reference will be
reviewed to ensure clarity.

111. Internal Audit completed a review of the Annual Governance Statement (Directorate Assurance Statements
and Policy Review) in July 2023. The audit provided assurance over the extent to which policies and
procedures exist which contribute to the Council’'s overall governance arrangements, and that Directorate
Assurance Statements are in place to improve governance within individual departments of the Council. The
audit concluded substantial assurance.

112. The Council Plan identifies a number of areas that have governance implications and these will be monitored
through the Council Plan monitoring process. The areas outlined in Annex A will be monitored through
departmental business plans.

113. Details of bodies where the Council is a Member or appoints a Director are set out in Annex B. Where
members are appointed to outside bodies, the Council avoids structural conflict of interests where possible.

Keith Glazier Leader of the Council 16 July 2024

Becky Shaw Chief Executive 16 July 2024

Link to full Annual Governance Statement:
https://democracy.eastsussex.gov.uk/documents/s60275/Annual%20Governance%20Statement%202023-

24%20report.pdf
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Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statement shows the accounting cost in the year of providing services in accordance
with generally accepted accounting practices, rather than the amount to be funded from taxation. Council’s raise taxation to cover
expenditure in accordance with statutory requirements; this may be different from the accounting cost. The taxation position is
shown in both the Expenditure and Funding Analysis and the Movement in Reserves Statement.

2022/23
Gross Gross Net
Expenditure Income Expenditure
£000 £000 £000
337,714 (152,475) 185,239
33,209  (33,267) (58)
8,595 (715) 7,880
443,361 (312,161) 131,200
53,017  (19,419) 33,598
138,492  (50,074) 88,418
10,998 (799) 10,199
1,025,386 (568,910) 456,476
39,896 - 39,896
5,824 (6,189) (365)
- (492,686) (492,686)
3,321
(52,394)
(434,917)
(487,311)

(483,990)

Adult Social Care

Public Health

Governance Services

Children’s Services

Business Services

Communities, Economy & Transport
Corporate Expenditure

Cost of Services

Other operating expenditure - Note 11
Financing and investment (income)
and expenditure - Note 12

Taxation and non-specific grant
income - Note 13

Deficit on Provision of Services
Surplus on revaluation of non-current
assets — Note 25

Remeasurement of the net defined
pension liability — Note 25

Other Comprehensive (Income)
and Expenditure

Total Comprehensive (Income) and
Expenditure

2023/24
Gross Gross Net
Expenditure Income Expenditure
£000 £000 £000
425,887 (148,806) 277,081
35,516 (34,104) 1,412
9,061 (762) 8,299
491,512 (318,272) 173,240
58,606 (26,625) 31,981
157,868 (55,921) 101,947
6,420 (2,493) 3,927
1,184,870 (586,983) 597,887
12,433 - 12,433
13,757 (14,571) (814)
- (552,368) (552,368)
57,138
(25,807)
9,854
(15,953)
41,185



Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves held by the Council, analysed into ‘usable reserves’ (i.e.
those that can be applied to fund expenditure and mitigate risk and impact of unplanned events) and other ‘unusable’ reserves. It shows how the movements in year of the reserves
are broken down between gains and losses incurred in accordance with generally accepted accounting practices and the statutory adjustments required to return to the amounts
chargeable to council tax for the year. The Net Increase/Decrease line shows the statutory General Fund balance and Schools balance movements in the year following those
adjustments.

General Schools Earmarked Total Capital Capital Total Unusable Total
Fund Balance Reserves General Receipts Grants Usable Reserves Council
2022/23 3
Balance Fund Reserve Unapplied Reserves Reserves
£000 £000 £000 £000 £000 £000 £000 £000 £000
Sﬁc'iagge at 31 March 2022 - Notes 24 9,999 21,328 206,433 237,760 9,031 14,123 261,814 122,257 384,071
Movement in Reserves during 2022/23
Total Comprehensive Income and
Expenditure (3,321) - - (3,321) - - (3,321) 487,311 483,990
Adjustments between accounting basis & ) ) )
funding basis under regulations - Note 7 10,386 0329 (7,559) (1,318) 1,509 (1,509)
Net Increase / (Decrease) before
Transfers to Earmarked Reserves 7,065 - - 7,065 (7,559) (1,318) (1,812) 485,802 483,990
Transfers to / (from) 